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JAPAN

Tomi Miagi, on the day of her “'l<a/imaya” — an official
birthday ceremony for residents of Ogimi, Okinawa who
turn 97 years old. Ms. Miagi’s seaside town is famous
for the longevity of its citizens, with the highest per-
centage of centenarians anywhere in the world.

SOUTH SUDAN

Lillian Seneme, 23, holds her newborn baby, lnnocent,
in swaddling blankets at the Juba Teaching Hospital.
Hospitals throughout Sudan often struggle to find
enough resources for their maternity wards.
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Nurse Carmen Gonzales Zapata approaches Della Maqquerbua
Ballén and her sons, Lucas, 4, and Lucero, 1, as they wait in the
hallway of the burn unit at the Hospital Regional del Cusco.
The hospital is a critical lifeline for many of the region’s indigenous
residents and is the only public hospital in Cusco that offers
pediatric surgery
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Nnz]lc[dV]̂b[fzfqV]\ncbflVdcln\aVnsfl]c[\aV

lfdv_cV[\VehijV]\qVlf[\mnl̂fqV[cdV_f]qfldb[sV

snd[c[n\V]dV]Vq[zfld[m[fqVa_n�]_Vbf]_cb̂]lfV

n̂os]\w�VY[cbVcbfV_]v\̂bVnmV[\\nz]c[zfV

cbfl]s[fd�V]V̂_f]lVmn̂vdVn\ValngcbVo]l�fcd�V

]\qVslnqv̂c[z[cw�nl[f\cfqV̂ndcV̂n\cln_�VgfV

[\̂lf]dfqVd]_fdV]\qV\fcV[\VV̂nofV]cV̂n\dc]\cV

v̂llf\̂wVf�̂b]\afVl]cfd�V

Ob[dVdv̂ f̂ddVg]dVqvfVsl[o]l[_wVcnVcbfV̂n\�

c[\vfqVqw\]o[̂Vqfzf_nsof\cVnmVnvlV_]lafdcV

q[z[d[n\�VUb]lo]̂fvc[̂]_d�Vgb[̂bVb]dVn\fVnmV

cbfV[\qvdclwÓdVondcVln�vdcVslnqv̂cVsnlc�

mn_[nd�VMvlVfwfV̂]lfVq[z[d[n\�Vx_̂n\�V]\qVnvlV

af\fl[̂dV�vd[\fdd�VQ]\qnt�V]_dnV̂n\cl[�vcfqV

cnVcbfVsnd[c[zfVlfdv_c�VY[cbVcbfVo]l�fcV_]v\̂bV

nmVdc]cf�nm�cbf�]lcVfwfVdvlaflwVdwdcfod�V

x_̂n\Vdclf\acbf\fqV[cdV_f]q[\aVsnd[c[n\V[\V

cbfVm]dc�alng[\aV]lf]VnmV̂]c]l]̂cVnsfl]c[n\d�V

gb[_fVQ]\qntVa][\fqVmvlcbflVo]l�fcVdb]lfV

]o[qV]̂ f̂_fl]cfqVqfo]\qVmnlVdnsb[dc[̂]cfqV

�[nd[o[_]ld�V

ObfVdo]__flV�vd[\fddfdV�VW]̂ [̂\fdV]\qV

}[]a\ndc[̂d�V]\qVLn\dvoflV̀f]_cbV�V]_dnV

[oslnzfqVcbf[lVnsfl]c[n\dV]\qV̂lf]cfqV]V

dn_[qV�]d[dVmnlVcbf[lV]̂c[z[c[fdVmn__ng[\aV]V

dfl[fdVnmVq[mm[̂v_cV�v]lcfld�VMvlVan]_V[dVcnV

dclf\acbf\VNnz]lc[dV]dV]Vq[zfld[m[fqVbf]_cb�

]̂lfV̂nos]\wV[\V[cdV[\q[z[qv]_Vm[f_qdVnmV�vd[�

\fddV]\qV]dV]Vgbn_f�VR[zf\VnvlV̂n\c[\vnvdV

fmmnlcVcnVnsc[o[tfVnvlV�vd[\fddfd�VgfVq[zfdcfqV

nvlV�_nnqVcl]\dmvd[n\Vq[]a\ndc[̂dVv\[cV[\V

p]\v]lwVehi~VmnlVTQ}Vi��V�[__[n\�

xdV]Vd̂[f\̂f��]dfqVbf]_cb̂]lfV̂nos]\wV

qfq[̂]cfqVcnVdflz[\aVcbfV[\cflfdcdVnmVs]c[f\cd�V

Nnz]lc[dVdcl[zfdVmnlV]V�ln]qV]\qV̂nosfc[c[zfV

slnqv̂cVsnlcmn_[nV]\qVdcln\aVsnd[c[n\[\aV[\V

_n\a�cfloValngcbVo]l�fcd�VOnVcb[dVf\q�VgfV

]lfV̂n\c[\v[\aVcnVsvldvfVnvlV_n\a�dc]\q[\aV

]\qVslnzf\Vq[zfld[m[̂]c[n\Vdcl]cfaw�Vgb[̂bV�V

]_n\ad[qfVnvlVmn̂vdVn\V[\\nz]c[n\V�V[\̂_vqfdV

cbfVqfzf_nsof\cVnmV]mmnlq]�_fV]\qV\n\�

s]cf\cfqVofq[̂[\fd�

Sfdf]l̂bV]\qVqfzf_nsof\cVnmV[\\nz]c[zfV

]\qVb[ab_wVfmmf̂c[zfVqlvadVcb]cVmv_m[__Vv\ofcV

s]c[f\cV\ffqdVlfo][\dV̂f\cl]_VcnVnvlVdcl]c�

fawV]\qVmv\q]of\c]_VcnVnvlVmvcvlfVdv̂ f̂dd�V

Y[cbVonlfVcb]\VrVhhhVd̂[f\c[dcdV[\VnvlVa_n�]_V

lfdf]l̂bVnla]\[t]c[n\�VNnz]lc[dV][odVcnVsln�

z[qfVof]dvl]�_fV�f\fm[cdVmnlVs]c[f\cdV]\qV

mnlVdn̂[fcw�V

}vfVcnVcbfVn\an[\aVqfonal]sb[̂V̂b]\afV�V

gb[̂bV]mmf̂cdVqfzf_ns[\aV]\qVfofla[\aV

n̂v\cl[fdV]\qV̂n[\̂[qfdVg[cbValng[\aVvl�]\�

[t]c[n\V]\qVb[abVf\z[ln\of\c]_Vsn__vc[n\V�V

b̂ln\[̂V]\qV]af�lf_]cfqVq[dnlqfldVdv̂bV]dV

fwfVq[df]dfd�Vq[]�fcfd�V̂]lq[nz]d̂v_]lV̂n\�

q[c[n\d�V]\qV̂]\̂flV]lfVl[d[\a�VOb[dVg[__V̂n\�

c[\vfVcnVsvcV]Valf]cVdcl][\Vn\Vsv�_[̂Vbf]_cb�V

cbfVf̂n\nowV]\qVcbfV_]�nlVo]l�fc�

V

X\Vcb[dV̂n\cf�c�VgfV]lfVdwdcfo]c[̂]__wVgnl�[\aV

n\V[\\nz]c[zfV̂nosnv\qdVcb]cV]lfV][ofqV]cV

f\b]\̂[\aVclf]cof\cVlfdv_cdV]\qV[\̂lf]d[\aV

s]c[f\cVd]c[dm]̂c[n\�VX\VcbfVs]dcVwf]l�VgfVb]zfV
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]̂b[fzfqVd[a\[m[̂]\cVslnalfddVcnVcb[dVf\qV

g[cbVcbfV[\clnqv̂c[n\VnmVofq[̂[\fdV[\VcbfV

]lf]dVnmVn\̂n_nawV]\qVq[mm[̂v_c�cn�clf]cV_v\aV

q[df]dfdVcb]cVf\]�_fqVNnz]lc[dVcnV�ln]qf\V

[cdVslnqv̂cVsnlcmn_[n�

Nnz]lc[dV̂]\Vn\_wVnsfl]cfVdv̂ f̂ddmv__wV[mVcbfV

n̂os]\wV]̂cdV]dV]Vclvdcgnlcbw�V̂nnsfl]c[zfV

]\qVcl]\ds]lf\cVs]lc\fl�VY[cbVcb[dV[\Vo[\q�V

gfV]lfV̂n\c[\vnvd_wVlfz[fg[\aVnvlV̂nlsnl]cfV

anzfl\]\̂fVsl[\̂[s_fdV]\qV̂nosf\d]c[n\V

dwdcfodV�V]\qV]q]sc[\aVcbfoVlfav_]l_wV[\V

n̂\dv_c]c[n\Vg[cbV[\zfdcnldV]\qVncbflVdc]�f�

bn_qflValnvsd�Vgb[_fV]ds[l[\aVcnVcbfV_f]q[\aV

[\qvdclwVdc]\q]lqd�VYfVb]zfVd[os_[m[fqVnvlV

n̂lsnl]cfVanzfl\]\̂fVdclv̂cvlfVcnVmlffVvsV

lfdnvl̂fd�Vlfqv̂fV�vlf]v̂l]c[̂Vbvlq_fd�V̂vcV

n̂dcd�V]\qV]̂ f̂_fl]cfVqf̂[d[n\�o]�[\a�VYfV

b]zfVfosngflfqVo]\]afof\cVcnVo]�fV

qf̂[d[n\dVcb]cVgflfVslfz[nvd_wVo]qfV�wVcbfV

Lb][lo]\ÓdVLnoo[ccff�Vgb[̂bVb]dV�ff\Vq[d�

�]\qfq�VObfdfV̂b]\afdVb]zfV]_dnV_fqVcnV

]qÒvdcof\cdVcnVcbfV̂nosf\d]c[n\VdwdcfoV

nm½cbfV{n]lqVnmV}[lf̂cnld�VZ[\]__w�VcbfV{n]lqV

nmV}[lf̂cnldVb]dVdfcVvsV]VSfdf]l̂bV]\qV

}fzf_nsof\cVLnoo[ccffVcb]cV[dVqfd[a\fqVcnV

nzfldffVnvlVlfdf]l̂bV]\qVqfzf_nsof\cV

dcl]cfawV]\qVnla]\[t]c[n\�

OnVbf_sVfdc]�_[dbVfmm[̂[f\cVbf]_cb̂]lfVdwd�

cfodV]o[qVl]s[q_wVfzn_z[\aVs]c[f\cV\ffqd�V

Nnz]lc[dV]_dnV[\cf\qdVcnV]ddvofValf]cflV

dn̂[]_Vlfdsn\d[�[_[cw�VYfV]lfVdff�[\aVcnV

f\Vb]\̂fVq[]_navfV]\qV̂n__]�nl]c[n\Vg[cbV

anzfl\of\cdV]\qVbf]_cbVnla]\[t]c[n\dVcnV

f�sfq[cfVcbfVqfzf_nsof\cVnmVonlfV̂noslf�

bf\d[zf�V[\cfal]cfqV]\qV̂ndc�fmmf̂c[zfVofq�

[̂]_Vdflz[̂fd�VObfV̂lf]c[n\V]\qVslnqv̂c[n\VnmV

\n\s]cf\cfqVcbfl]s[fdV]\qVaf\fl[̂dVlfo][\V

fddf\c[]_VcnVcb[dVan]_�V]dVo[__[n\dVnmVsfns_fV

[\Vqfzf_ns[\aV]\qVfofla[\aV̂nv\cl[fdVb]zfV

\nVdvdc][\]�_fV]̂ f̂ddVcnVd]mfV]\qVfmmf̂c[zfV

ofq[̂]_V̂]lfV]\qVlf_wV�VonlfVcb]\VfzflV�Vn\V

]mmnlq]�_f�VwfcVb[ab��v]_[cwVofq[̂[\fd�

|nlfnzfl�VgfVdcl[zfVcnV]̂ f̂_fl]cfVdsf̂[m[̂]__w�V

qfd[a\fqVdn̂[]_V�vd[\fddVslnal]odV[\Vm]dc�V

alng[\aVlfa[n\dVnmVxd[]�Vxml[̂]V]\qVk]c[\V

xofl[̂]Vcb]cVf\]�_fVvdVcnV�f\fm[cVmlnoVf̂n�

\no[̂Valngcb�Vgb[_fVbf_s[\aVcnV�v[_qV]V

dvdc][V\V]�_fV�]dfVmnlVlfa[n\]_Vbf]_cb̂]lfV

dwdcfod�VYfV]lfV]_dnV̂n\c[\v[\aVnvlVm[abcV

]a][\dcVo]_]l[]V]\qVgfVqf_[zflfqVonlfVcb]\V

rhhVo[__[n\V�È
�ÐÊÅV]\qV�È
�ÐÊÅV}[dsfld[�_fV

clf]cof\cdVg[cbnvcVslnm[cVd[\̂fVehhi�

ObfVdcl]cfa[̂Vsnd[c[n\[\aVnmVNnz]lc[dV]\qVcbfV

sflmnlo]\̂fVnmVnvlV]ssln�[o]cf_wVijrVhhhV

]ddn̂[]cfdVa[zfVvdV̂n\m[qf\̂fV]�nvcVnvlV

ofq[vo�V]\qV_n\a�cfloVslndsf̂cd�VVZn__ng[\aV

cbfVdcln\aVlfdv_cdVnmVcbfVs]dcVwf]l�VgfV]lfV

sn[dfqV[\Vehi~VcnV̂n\dn_[q]cfVnvlV_f]q[\aV

snd[c[n\V]dV]Vd̂[f\̂f��]dfqV]\qVs]c[f\c�V

nl[f\cfqVbf]_cb̂]lfV̂nos]\w�V]\qVcnVdvdc][\�

]�_wV[\̂lf]dfVdb]lfbn_qflVz]_vfVcblnvabVcbfV

n̂\c[\vnvdVo]\]afof\cVnmVnvlVq[zfld[m[fqV

slnqv̂cVsnlcmn_[n�Vx_cbnvabVf̂n\no[̂V]\qV

lfav_]cnlwV̂n\q[c[n\dVlfo][\Vaf\fl]__wV

V̂b]__f\a[\a�V]\qVsl[̂fV]\qV̂nosfc[c[zfV

slfddvlfdVsfld[dc�VNnz]lc[dVdc]\qdVn\Vm[loV

alnv\qV]\qV[dVlf]qwVcnV]qqlfddVmvcvlfV

V̂b]__f\afd�VYfVg[__VV̂n\c[\vfVcnVo]�fVfzflwV

fmmnlcVcnVmv_m[__VnvlV̂nlfVc]d�dV[\VcbfV[\cflfdcV

nmV]__Vdc]�fbn_qflValnvsdªVcnV̂vlfVq[df]dfd�V

f]dfVdvmmfl[\a�V]\qVf\b]\̂fVcbfV�v]_[cwVnmV

_[mfVmnlVs]c[f\cdV]lnv\qVcbfVgnl_q�V

XVgnv_qV_[�fVcnVcb]\�Vwnv�VnvlVdb]lfbn_qfld�V

mnlVcbfVclvdcVwnvVb]zfVs_]̂fqV[\VnvlVV̂nos]\w�V

]\qV]oVs_f]dfqVcnVslnsndfV]V�¾Vq[z[qf\qV

[\̂lf]dfVcnVL̀ ZVe�~yV]cVcbfV\f�cVx\\v]_V

VRf\fl]_V|ffc[\a�V

Q[\̂flf_w�V

1£234�̧2567¥38¤

Lb][lo]\VnmVcbfV{n]lq
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Nnz]lc[dVo]qfVd[a\[m[̂]\cVslnalfddV[\Vehij�V

YfVb]zfVlf]̂bfqV]\V[\m_f̂c[n\Vsn[\cV[\VnvlV

b[dcnlw�Vb]z[\aVmv__wV[\cfal]cfqVx_̂n\�V]\qV

]lfVdc]lc[\aVcbfV̂nos]\wÓdV\f�cValngcbVsb]df�V

X\Vehij�VgfV[\̂lf]dfqV\fcVd]_fdV�wV~¾V[\V

n̂\dc]\cV̂vllf\̂[fdVcnVTQ}Vy���V�[__[n\�VLnlfV

nsfl]c[\aV[\̂nofVlndfVj¾V[\V̂n\dc]\cV̂vl�

lf\̂[fdVcnVTQ}Vi~�yV�[__[n\�VLnlfVf]l\[\adV

sflVdb]lfVgflfVTQ}½y�h��VObfdfVlfdv_cdVgflfV

]̂b[fzfqVqfds[cfV̂b]__f\afdV[\̂_vq[\aVcbfV

s]cf\cVf�s[l]c[n\VnmVnvlVdv̂ f̂ddmv_V�_nnqV

slfddvlfVofq[̂]c[n\V$ÏÈ�
ÍV]\qV]Vzn_]c[_fV

f̂n\no[̂Vf\z[ln\of\c�V

x__VNnz]lc[dVq[z[d[n\dV̂n\cl[�vcfqVcnVnvlV

dcln\aVsflmnlo]\̂f�VObfVUb]lo]̂fvc[̂]_dV

}[z[d[n\Vb]qVdfzfl]_Vo]ÒnlVslnqv̂cV]sslnz�

]_dV[\½ehij�V]\qVqf_[zflfqVf�̂f__f\cVslnqv̂cV

_]v\̂bfd�VQ]_fdVnmVnvlValngcbVslnqv̂cdV�V

qfm[\fqV]dVslnqv̂cdV[\clnqv̂fqV[\VcbfVs]dcV

m[zfVwf]ldVnlVg[cbVs]cf\cVslncf̂c[n\Vv\c[_V

ehi�V�V[\̂lf]dfqViy¾V]\qV]̂ n̂v\cfqVmnlV

ji¾VnmVNnz]lc[dV\fcVd]_fd�VOb[dVqfon\dcl]cfdV

cbfVql]o]c[̂Vcl]\dmnlo]c[n\VnmVnvlVsnlcmn_[n�V

P�]os_fdV[\̂_vqfVnvlVov_c[s_fVd̂_flnd[dV

qlvaV"ÏÇÊÍÉ
�Vgb[̂bVd]gVd]_fdVl[dfVre¾VcnV

TQ}Vi��V�[__[n\V�V]Vdcln\aVVsflmnlo]\̂fV̂n\�

d[qfl[\aVcbfVlf̂f\cV_]v\̂bVnmV̂nosfc[cnld�V

{lf]dcV̂]\̂flVqlvaV�ÎÏÍÏÐÈ�VlndfVrr¾VcnVTQ}V

i�jV�[__[n\�V]\qV"
Ç��ÑV�VnvlVnl]_Vclf]cVVof\cVmnlV

cwsfVeVq[]�fcfdV�VlndfV~h¾VcnVTQ}Vi�eV�[__[n\�V

]̂b[fz[\aV�_n̂��vdcflVdc]cvd�V

MvlV̂noo[cof\cVcnVd̂[f\̂f��]dfqV[\\nz]�

c[n\Vlfo][\dVcbfV̂f\cfls[f̂fVnmVnvlVdcl]cfaw�V

YfVdvdc][\fqVdcln\aV_fzf_dVnmV[\zfdcof\cV[\V

lfdf]l̂bV]\qVqfzf_nsof\cV]̂lnddVnvlV̂no�

s]\w�Vf�v]_VcnVi�¾VnmVRlnvsVd]_fd�VUb]lo]�

f̂vc[̂]_dV_fq�V[\zfdc[\aVee¾VnmVcbfVq[z[d[n\ÓdV

d]_fdV[\VSÂ}�VMvlVsb]lo]̂fvc[̂]_dV[\\nz]�

c[n\Vf\a[\fVb]dV�v[_cV]Vl[̂bVs[sf_[\fVnmVsncf\�

c[]_V\fgVslnqv̂cd�VYfVlf̂f[zfqV�lf]�cblnvabV

cbfl]swVqfd[a\]c[n\VmlnoVcbfVTQVZnnqV]\qV

}lvaVxqo[\[dcl]c[n\V¹Z}xºVmnlVcblffVqlvaV

]̂\q[q]cfdV�V]on\aVcbfVb[abfdcV\vo�flVlf�

f̂[zfqV�wV]\wV̂nos]\wV[\Vehij�VObfdfVgflfªV

Sk�hjhVV¹dflf_]�[\ºVmnlV]̂vcfVbf]lcVm][_vlf�V

k}�j�uVmnlV\n\�do]__V̂f__V_v\aV̂]\̂fl�V]\qV

{�|jjuV¹�[o]alvo]�ºVmnlV]Vl]lfVqfaf\fl�

]c[zfVovd̂_fVq[df]df�VYfVf�sf̂cVcnVb]zfV]cV

_f]dcVi~V�_n̂��vdcfldV�wVehiu�Vgb[̂bVg[__V�fV

�fwVcnVnvlVmvcvlfVdv̂ f̂dd�V

YfVo]qfVslnalfddV[\Vf]̂bVnmVnvlVcblffV

dcl]cfa[̂Vsl[nl[c[fdªV[\\nz]c[n\�ValngcbV]\qV

slnqv̂c[z[cw�
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YfV_f]qVcbfV[\qvdclwV[\VnvlV]�[_[cwVcnV�l[\aV

\fgVqlvadVmlnoVcbfV_]�VcnVs]c[f\cd�VMvlVdv̂�

f̂ddVl]cfVg[cbV\fgVqlvaV̂]\q[q]cfd�Vc]�[\aV

[\cnV]̂ n̂v\cV]__Vdc]afdVnmVslf̂_[\[̂]_V]\qV

_̂[\[̂]_Vqfzf_nsof\c�V[dVonlfVcb]\Vcg[̂fV

cbf½[\qvdclwVofq[]\�VObfVmnv\q]c[n\VnmVnvlV

Vdv̂ f̂ddV[dVnvlV]ssln]̂bVcnVq[d̂nzflw�Vgb[̂bV

f̂\cfldVn\Vdcvqw[\aVon_f̂v_]lVs]cbg]wdV

[\½bnonaf\nvdVsnsv_]c[n\d�VYfVmn̂vdVn\V

cbf½v\qfl_w[\aV̂]vdfdVnmVq[df]dfd�VgbflfV

Vd̂[f\c[m[̂Vv\qfldc]\q[\aV[dVdcln\afdcV]\qV

gbflfVv\ofcVs]c[f\cV\ffqV[dValf]cfdc�VM\̂fV

gfV]̂b[fzfVdv̂ f̂ddVg[cbVn\fVq[df]df�VgfV

f�s]\qV[\cnVncbflVq[df]dfV]lf]dVcb]cV]lfV
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eight Phase III trials, including rituximab for
blood cancer patients.

The Vaccines and Diagnostics Division gained
approval in Europe, Canada and Australia
for Bexsero, the world’s first vaccine to pro-
tect against meningitis B.

Consumer Health relaunched products im-
pacted by supply interruptions from our
manufacturing facility in Lincoln, Nebraska,
USA. Sales rebounded for over-the-counter

medicines Excedrin Migraine, Excedrin Extra
Strength, Lamisil and Benefiber, while the
Animal Health Division saw increased sales

of antiparasitic Sentinel.

We continue to see a shift toward emerging
growth markets, where 2013 sales rose 10%
in constant currencies to USD 14.7 billion,

led by increases in China and Russia. Health-
care spending in emerging markets is
expected to reach nearly USD 345 billion in
2016. Our opportunities in these markets
are driven by two main factors: the increase
in patient demand for healthcare and the
prioritization of healthcare by governments.
Rising living standards and changing life-
styles in developing countries are leading to
more chronic illnesses. In China alone, an

alarming 85% of deaths are caused by
chronic diseases. Similarly in Africa — which
we considerto be the next emerging market
frontier — noncommunicable diseases such
as diabetes and cancer are on the rise. Gov-

ernments in emerging economies are taking
significant steps to improve healthcare for
their citizens. For example, in China, recent
reforms are bringing safe, affordable health-
care to 95% of the population — most of
whom have never had health insurance.

PRODUCTIVITY AND ORGANIZATIONAL HEALTH

Productivity is strategic for Novartis. It su p-
ports continued steady investment in R&D,
while also helping us to achieve our profit tar-
gets.We have implemented a global procure-
ment organization across divisions to better
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address business needs,while reducing total
costs. Procurement contributed savings in
2013 of USD 1.5 billion. We are also making
steady progress on quality. Our plant in Lincoln
had a positive FDA inspection in October.
Overall,we hosted 228 inspections by health
authorities at our manufacturing facilities
worldwide in 2013, with 225 having positive
outcomes. In the few instances where inspec-
tors identified issues, we are working closely
with health authorities to address them.

Longer term, we are implementing a com-
prehensive plan for all of our 109 manufac-
turingsites worldwide to strengthen oursus-
tainable culture of quality. The plan includes
upgraded standards, technology and train-
ing for our people. More work remains, but
we are already seeing results.

PERFORMANCE WITH INTEGRITY

We reinforced our commitment to ethical

business practices in 2013, strengthening
our comprehensive training programs to
ensure that associates follow our Code of

Conduct and embody our high standards in
their daily work. We encouraged associates
to report suspected breaches of our code and
we reinforced our efforts to take corrective

actions where appropriate. We are commit-
ted to educating our associates to go beyond
legal requirements to do business in a socially
responsible way.

 

We continued to develop Social Ventures,
innovative business models that build sus-

tainable healthcare capabilities in under-
served communities. In 2013 we expanded
Social Ventures in India, Kenya, Vietnam,
Indonesia and China.

SHARPENED FOCUS ON DELIVERING GREATER
SHAREHOLDER RETURNS 

In today’s world, it is becoming increasingly
important to have global scale to compete
effectively in individual segments of the
healthcare industry. We are committed to
creating leading businesses with enough

77 | CORPORATE GOVERNANCE

scale to compete globally. As part of a stra-
tegic review, we have sold our blood trans-
fusion diagnostics business to Spain-based
Grifols for USD 1.7 billion. The transaction

was completed on January 9, 2014.

As I look ahead to 2014, I am optimistic. We
have strong momentum, even as we continue
to face challenges. We are optimistic about
the strength of our new product pipeline and
the potential for major filings and new
approvals across our divisions and key mar-
kets. We will continue to follow our strategy
of leading through science-based innovation
to deliver positive outcomes for patients
around the world.

In closing, I want to thank you, our share-
holders, for the confidence you have in
Novartis. In 2013, we delivered a total share-

holder return of 32.3%, outpacing the aver-
age return in the pharmaceuticals industry.
And investors who have trusted Novartis

over the long term have achieved superior
returns. As Novartis enters a new growth
phase, we will continue to strive to earn your
trust.

Sincerely,

Joseph Jimenez
Chief Executive Officer
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SHARPENED FOCUS ON DELIVERING GREATER
SHAREHOLDER RETURNS 

In today’s world, it is becoming increasingly
important to have global scale to compete
effectively in individual segments of the
healthcare industry. We are committed to
creating leading businesses with enough

77 | CORPORATE GOVERNANCE

scale to compete globally. As part of a stra-
tegic review, we have sold our blood trans-
fusion diagnostics business to Spain-based
Grifols for USD 1.7 billion. The transaction

was completed on January 9, 2014.

As I look ahead to 2014, I am optimistic. We
have strong momentum, even as we continue
to face challenges. We are optimistic about
the strength of our new product pipeline and
the potential for major filings and new
approvals across our divisions and key mar-
kets. We will continue to follow our strategy
of Ieadingthrough science-based innovation
to deliver positive outcomes for patients
around the world.

In closing, I want to thank you, our share-
holders, for the confidence you have in
Novartis. In 2013, we delivered a total share-

holder return of 32.3%, outpacing the aver-
age return in the pharmaceuticals industry.
And investors who have trusted Novartis

over the long term have achieved superior
returns. As Novartis enters a new growth
phase, we will continue to strive to earn your
trust.

Sincerely,

Joseph Jimenez
Chief Executive Officer
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INDIA

Shanker Kumar Biswal, center, sits behind the counter at the Lavanya
Nursing Center, a small roadside clinic in Banswara that typically
treats minor ailments like stomach illnesses and colds.
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Vjlac\ldkVcbajrdacbgV

sejkcVecdkaèd\cV\crdjlbVdVq\̂maeVVjl_[ba\tpV
îaeV]̂bjajucVdl_VlcqdajucVa\cl_bV̀̂ lajl[cVV
âVjrVV]d̀aVaecVmdtVmcV̂]c\dacgVQqjlqV]̂][kdv
aĵlbpVq\cdac\Vd̀ c̀bbVâVecdkaèd\cVjlVcrc\qv
jlqVrd\VwcabpVdl_Vb̀jclajxj̀Vd_udl̀cbV̀\cdacV
]̂V]̂\Va[ljajcbVâVcledl̀cV]dajclabyVkjucbg

QaVaecVbdrcVajrcpV[l̀c\adjlVc̀ l̂̂rj̀V̀̂ lv
_jaĵlbpVV]daclaVcz]j\daĵlbpV\cq[kdâ\tVjbb[cbpV
]\j̀jlqV]\cbb[\cbpVdl_VjlucbajqdaĵlbVdl_VV
kjajqdaĵlVczc\aV_̂mlmd\_V]\cbb[\cgVSclbĵlbV
mjkkVjl̀\cdbcVdbVecdkaèd\cVb]cl_jlqV̂[a]d̀cbV
c̀ l̂̂rj̀Vq\̂maeg

{̂ ud\ajbVjbVdVkcd_c\VjlVb[̀ c̀bbx[kktVldujqdv
ajlqVaecbcV]\cbb[\cbVdl_VrccajlqV̀edlqjlqV
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l̂Vb̀jcl̀cvVidbc_Vjll̂udaĵlVeck]bV[bVx[kktV
kcuc\dqcVaecV̀edlqcbVjlV̂[\Vjl_[ba\tVmejkcV
idkdl̀jlqV\jbwg
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{̂ ud\ajbVZlbaja[acbVx̂\V�ĵ�c_j̀dkVUcbcd\̀eV h�

Qk̀̂ lV on

�dl_̂�V o�

�d̀ j̀lcbVdl_V�jdql̂baj̀bV �h

T̂ lb[rc\VOcdkaeV ��

Wj]ckjlcV �h
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JAPAN

R Nobuko Oshiro, 65, stands in the middle of a group of
women she is leading in the end-of-summer performances
that are part of an annual festival in Ogimi, Okinawa.
Residents say that maintaining strong social health is
as important as maintaining good physical health.

R Kakusei Yamashiro, 85 — an octopus fisherman who spends
nearly eight hours every day free-diving with a spear gun
— acknowledges a typical Ogimi diet of nutrient-rich foods
like sweet potatoes, fish and seaweed plays a role in his
good health. But he insists daily physical activity is vital,
saying he might keep diving until he's 90 years old.

R Fumiyasu Yamakawa, 91, laughs during his morning
exercises at the beach near his home in Naha, Okinawa.
“You have vitamin C; we have vitamin S, for smile,” he
jokes. “It's very important for a long life.”
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The research results are prompting many
doctors and others in the cardiology com-
munity to rethink their views about acute
heart failure. The traditional view of acute

heart failure focuses on the deteriorating
function of the heart. However, a growing
body of evidence supports an emerging
theory that an acute heart failure episode
triggers a cascade of damage to the heart,
kidneys, liver and other organs. If doctors
can interrupt the damage, they can poten-
tially improve the longer-term prognosis for
patients.

"This has resulted in a paradigm shift in
how acute heartfailure isviewed,” said Dr.John

Teerlink, a cardiologist at the University of
California at San Francisco in the United States
and a co-leader of the serelaxin Phase III
clinical trial RELAX-AHF — initial results of
which were first revealed at an American

Heart Association meeting in late 2012.
This new thinking and the possibility of

new treatment options could dramatically
influence how doctors treat acute heart failure

patients in the future.

A PARADIGM SHIFT

Heart failure occurs when the heart weakens

and can no longer pump sufficient blood
around the body, causing fluid to build up
in the lungs, legs and feet. Patients typically
gainweight rapidlyandexperienceshortness
of breath, among other symptoms. Some
patients report feeling like they are drowning
and they are often rushed to the emergency
room at nightwhen lying down in bed causes
fluid to shift in their lungs and breathing
suddenly becomes more difficult.

NOVARTIS GROUP ANNUAL REPORT 2013

The usual treatment for heart failure

patients includes diuretics to reduce fluid
buildup and vasodilators to dilate blood ves-
sels and reduce pressure on the heart. This
relieves symptoms and makes patients feel
better, but doesn't treat the underlying
problem of a weakening heart. Some 3% to
4% of patients don't survive their initial
heart failure episode. Those who do survive
typically experience a steady decline in health.
About 50% of people hospitalized for heart
failure are readmitted after six months and

between 20% to 30% die within a year.
Reviews of serelaxin are underway with

health authorities in 16 countries worldwide.

It remains unclear how long these reviews
will lastand whether regulatorswill ultimately
approve use of the drug.

In late 2012, Novartisfiled with the Euro-
pean Medicines Agency (EMA) to request
approval for serelaxin and in May 2013 with
the FDA.

Novartis launched a second serelaxin

Phase III clinical trial in September 2013 to
verify the results seen in the RELAX-AHF
study and an earlier, smaller Phase II trial
(PRE-RELAX). The study is planned to in-
clude 6000 people with a primary aim to
measure serelaxin’s impacton deaths among
patients in the six months after they receive
the drug.

The research so far into serelaxin has

shown that a 48-hour infusion has multiple
positive effects. In the short term, it relieved
patients’ shortness of breath by slowing the
rate of heart failure worsening. Its lon-
ger-term benefits may be influenced by a
reduction in the biological indicators for

damage to the kidneys and other organs. In
the most dramatic finding,serelaxin reduced
deaths of patients by 37% in the six months
following treatment, compared to patients
receiving standard care.

To some cardiac experts, the lower death
rate among serelaxin recipients—combined
with indications that the drug may reduce
vital organ damage — supports the theory
that heart failure episodes result in a down-
ward spiral of damage to other organs in
addition to the heart. Further study will be
needed to fully understand how serelaxin
helps to protect these organs, but the
research results have opened a new avenue
of inquiry intothe mechanisms behind heart
failure and potential ways to treat them.

"This is a lifelong dream of some of us
working in thisfie|d,” said Dr.Ameet Nathwani,
Head of Critical Care at Novartis Pharma-

ceuticals. "We’re building a deeper under-
standing of acute heart failure as we go. Our
data is allowing people to piece together a
fuller picture of what is actually happening
during an acute heart failure episode.”

Underscoring serelaxin’s potential sig-
nificance for cardiology, it was chosen from
among nearly 125 nominations as one of the
top 10 medical innovations of the year by
the Cleveland Clinic, an academic medical
center based in the United States.

While the organ damage theory is gaining
supporters thanks to the serelaxin research
results, some cardiologists and researchers
believe more research is needed to verify
the link among reduced heart, kidney and
liver function and its importance in under-
standing the disease.
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NOVARTIS INSTITUTES FOR BIOMEDICAL RESEARCH

The Novartis Institutes for BioMedica| Research (NIBR) is the innovation engine of Novartis. Its goal is to

change the practice of medicine and it is achieving this primarily by discovering novel medicines that

address unmet patient needs. Now it is also starting to apply creative thinking to healthcare challenges

in the developing world. In Africa, NIBR is working with local partners to build research capacity and

strengthen healthcare systems.

NOVARTIS GROUP ANNUAL REPORT 2013

STRENGTHENING scIENcE AND HEALTH
sYsTEMs IN THE DEVELOPING WORLD

Through its focus on innovation, the Novartis
Institutes for BioMedica| Research (NIBR) has
helped build one of the pharmaceutical indus-
try's leading new-product pipelines. NIBR
scientists use small-scale proof-of-concept
studies to get an early read on a drug's safety
and effectiveness, helping identify and
advance the most promising candidates.
They also collaborate with more than 300
academic and biotechnology partners world-
wide to accelerate research and deliver the

benefits of scientific progress to patients.
Recently, NIBR has also begun finding in-

novative ways to strengthen healthcare in the
developing world. The primary focus is on
Africa, where NIBR is working with local part-
ners to develop new approaches to address the
unmet needs of patients across the continent.

Medicines for diseases that affect patients
in the developing world are in desperate de-
mand. This is true for major killers such as
malaria and for other infectious diseases

such as African sleeping sickness, which are
sometimes neglected because they affect
the poorest of the poor.

Local health systems are also coping
with an epidemic of noncommunicable dis-
eases such as cancer, diabetes, cardiovas-

cular disease and respiratory disease. For
these complex health problems, medicines
are essential but are not the sole solutions.

''It is a privilege to work with colleagues
in Africa on approaches attuned to their spe-
cific medical needs,” said Dr. Mark Fishman,

President of NIBR. "Our drug discovery suc-
cesses are great, but there is more work to

do. It is critical to learn where we can help
with education and healthcare delivery if we
are to be a true agent for change in Africa.”

Driven by the diverse health needs in
developing countries, NIBR is takinga three-
pronged approach to bolstering science and
health in Africa. In addition to its ongoing
work of discovering new medicines for infec-
tious diseases, it is building local research
capabilities through infrastructure improve-
ments and training for African scientists, as
well as fighting noncommunicable diseases
by collaborating with African partners to
strengthen health systems. NIBR made
progress in all of those areas in 2013.

BUILDING RESEARCH CAPACITY

Limited resources and other barriers have

long stymied advancements in research
infrastructure in Africa. But the situation is

starting to change. Many countries are
making greater investments in science as
part of broader efforts to tackle local health
problems. NIBR supports these efforts by
partnering with colleagues across Africa to
promote scientific education and research.

In the area of education, NIBR (with
Novartis Pharmaceuticals and Sandoz)
sponsored training programs in six African
countries in 2013, attracting more than 500
scientists and physicians. In addition, Novartis
granted personalized training to more than
50 African scientists at its labs in Switzerland
and the United States. The ties established

du ringthese exchanges often create enduring
scientific collaborations.

NIBR also supports specific research ini-
tiatives, including one that is building local
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capabilities to conduct clinicaltrials thattest
the safety and effectiveness of new drug
candidates. People in different parts of the
world respond differently to drugs due to
their unique genetic makeups. So the ability
to run early clinical trials in Africa is crucial
for designing drugs that work well in African
patients. But today, very few such trials are
conducted in Africa, even for diseases pri-
marily found there.

In 2013, NIBR and Novartis Pharma-
ceuticals created a workshop to help African
researchers construct safe and effective

Phase ltrial facilities. These workshops were
very successful in Kenya and Ghana, and
Novartis is now responding to requests to
bringthiscapabilitytocolleaguesinTanzania,
Ethiopia and other countries.

Another NIBR partnership focuses on
early stage drug discovery. In 2013, NIBR
and the University of Cape Town in South
Africa launched a collaboration to expand
research capabilities atthe university's Drug
Discovery and Development Center. The
center is the first research institution in

Africa to successfully bringa new compound
— an antimalarial drug candidate — from the
screening phaseto preclinical development.
As part ofthe collaboration, NIBR will provide
training grants and infrastructure upgrades,
offer university researchers advanced edu-
cation at Novartis labs, and deliver on-site

training by NIBR scientists.

BREATHING EASIER IN ZAMBIA

N|BR's asthma initiative in Zambia demon-

strates how strengthening health systems
can positively impact medical practice.

Until recently, asthma was essentially a
neglected disease in Zambia. The national
treatment guidelines were outdated, health
workers often mistakenly called it bronchitis
and managed it improperly, and those with
asthma knew little about the disease.

In 2008, NIBR and Novartis Pharma-
ceuticals began working with Lusaka Uni-
versity Teaching Hospital, the Zambian
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Ministry of Health, and the Spanish Society
of Pneumology and Thoracic Surgery to
address these issues. The partnership filled
a longstanding research gap by conducting
epidemiological studies. The studies found
that up to 8% of adolescents in Zambia suf-
fer from asthma and more than 40% of
asthma patients had major misconceptions
about asthma treatment, includingthe false
belief that inhalers are addictive.

The partners used the research data to
design and roll out training programs for
health workers in Zambia’s largest popu-
lation hubs and to launch a media campaign
to address misconceptions about the use
of inhalers. Physicians from Zambia traveled
to Spain for intensive training in state-of-
the-art asthma management and Sandoz
donated two types of inhaled asthma
medications.

The collaboration is transformingthe way
asthma is treated in Zambia. In 2013, the
Zambian Ministry of Health adopted new
treatment guidelines — in line with interna-
tionally recognized standards of care —which
nowemphasizethe use ofinhalersforchronic
asthma. The change is expected to influence
how doctors treat asthma in Zambia for years
to come.

PREVENTING AVOIDABLE HEART DISEASE

The success of the asthma collaboration

encouraged the development in 2013 of
another initiative to strengthen the health sys-
tem in Zambia. NIBR is working with Lusaka
University Teaching Hospital, the Zambian
Ministry of Health, the University of Cape
Town, and Massachusetts General Hospital
to combat rheumatic heart disease.

"This is an effort to eliminate the disease

across Zambia in our|ifetime,” said Dr.John

Musuku, a pediatrician at the university
hospital.

It is an ambitious goal. The disease has
been eliminated in developed countries but
remains endemic in the developing world,
where tens of millions of people are affected,
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largely because patients have poor access
to treatment.

Rheumatic heart disease is caused by
streptococcal pharyngitis —commonly known
as strep throat — which can be easily treated
with a single penicillin injection. But if left
untreated, a small percentage of patients
will eventually form scars on the valves of
the heart. Over time, this can lead to heart

failure and, ultimately, early death. Once
rheumatic heart disease develops, monthly
penicillin injections are required to slow its
progression.

Fortunately, new technology has revolu-
tionized doctors’ ability to identify children
with rheumatic heart disease early in the
course of their illness. Portable echocardio-

graphy machines create ultrasound images
of the heart that can show tissue damage
even before symptoms appear.

Using this new technology, NIBR and its
partners plan to screen up to 10 000 school-
children in Lusaka in 2014. Children diag-
nosed with rheumatic heart disease will

receive monthly penicillin injections donated
by Sandoz. And the results of the screening
will, forthe first time, indicate the prevalence
of rheumatic heart disease in a Zambian

population.
To help ensure patients receive their

monthly injections, local doctors will use a
new electronic registry to track patients and
send automatic SMS reminders to their

mobile phones when it is time fortreatment.
NIBR will also support efforts to strengthen
health systems in Lusaka to help children
with strep throat receive the treatment they
need. Only then can new cases of rheumatic
heart disease be prevented.
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¦FJIGes}yq�upz{s�sz�wsyw{uozsqtsxrsqr�q�r�syw{wxyp�sxr�s�w�woq}�wrzs}yq�yx�s�w{��rw�szqswr�xrpws�uxo�zvs

qtso�tws�vs��}yq��r�s}wq}ow¬{s��{�qr�ss

rxzuyxos}xyzsqtsx��r�sxr�s}yw�q��rxrzovs

xttwpzs}wq}owsq�wysz�wsx�wsqts���s¡xz�wrz{s

|�qs{uttwystyq�spxzxyxpz{spq�}xywsz�w�ys

��{�qrszqs{ww�r�so�twsz�yqu��sxspoqu�vs|�r�q|�s

��ªwpz{s�xvs�ws�ouyyw��spqoqy{s�xvs�ws�uoowys

�sxr�s{ww�r�sxtzwys�u{�s�xvs�ws�qyws��tt�puoz�s

�uy�r�s{uy�wyv�sz�wsq}�z�xo��ps{uy�wqrs

yw�q�w{sz�wspoqu�w�sowr{sqtsz�wswvwsxr�syw�s

}oxpw{s�zs|�z�sxrsxyz�t�p�xos�rzyxqpuoxysowr{�s

�uy�wyvszqszywxzspxzxyxpz{s�{sqrwsqtsz�ws{xtw{zs

xr�s�q{zspq{z�wttwpz��ws}yqpw�uyw{s�rs�q�wyrs

�w��p�rw�s �wsáqyo�såwxoz�s�y�xr�çxz�qrs

w{z��xzw{sz�xzs�vs����s�qywsz�xrs~�s��o�

o�qrspxzxyxpzs}yqpw�uyw{s|�oos�wspxyy�w�squzs

|qyo�|��wswxp�svwxy�s

�xzxyxpzs{uy�wyvs�x{s�x�ws�u�wsx��xrpw{s

z�xr�{szqsz�ws�rzyq�upz�qrsqts��}yq�w�s{uy�

��pxoszwp�r��uw{�sx��xrpw�sox{wys{uy�wyvs

{v{zw�{sxr�s�rzyxqpuoxysowr{w{�s

à¡xz�wrz{sqtzwrsx{�s�tsz�wv¬oos�wsx�owszqs�wzs

y��sqtsz�w�ys�ox{{w{�âs{x��s�y�s�xrs�wyxtxrq�s

xrsq}�z�xo��ps{uy�wqrsxr�sx{{qp�xzwspo�r�pxos

}yqtw{{qysqtsq}�z�xo�qoq�vsxzsz�wss�r��wy{�zvs

qts�quz�wyrs�xo�tqyr�xs�rsz�ws�r�zw�s�zxzw{�s

à�rsx�wyx�w�s�q|w�wy�sqrovs���sqtspxzxyxpzs

{uy�wy�w{s��zsz�w�ysywtyxpz��wszxy�wz�â

 ��{s�x}s�{s}xyzovs�uwszqso���zxz�qr{s�rsz�ws

}oxrr�r�sxr�sw£wpuz�qrsqtspxzxyxpzs{uy�wyv�s

�uy�wqr{szx�ws}xz�wrz{sz�yqu��s{w�wyxos�wx�

{uy�r�sxr�sxrxovz�pxos}yqpw{{w{su{�r�s�uoz��

}ows�w��pxos�w��pw{�sá�z�sz�ws�wx{uyw�wrz{s

zx�wr�sz�wvsu{wsxspq�}uzwysxr�s�xy�qu{s

qro�rwspxopuoxzqy{szqspywxzwsxs{uy��pxos}oxr�s

ànzswxp�s�w��pwsz�wyws�{s�rtqy�xz�qrszqs

�wswrzwyw�s�vs�xr�sxr�sz�ws}yqpw�uyws�z{wots

�{s�u��w�s�xruxoov�âs�y�s�wyxtxrqs{x���sàÞqus

���wsx|xvsxsz�rvso�zzows��zsqtsxppuyxpvsxzsw�wyvs

{zw}sxr�sz�xzs�r�xy�x�ovsxttwpz{sz�ws��{uxos

quzpq�wstqysz�ws}xz�wrz�â

0033



h; ���������������������������������
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SOUTH SUDAN

Za/inango Bienda prepares to give shots to Mariara Aguek Mariaz
and his two children, Aguerk, 3, and Yom, 5, at Dokuni Medical Drug
Service, an independently-owned clinic at a refugee camp outside of
Juba. Many c/inic visitors are ethnic Dinkas being treated for typhoid
and malaria.
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;3146BM+2C/+</1/0-89+4-D-9-61+6.+~6D302-9M+

4/E-D/0/4+92061<+<06f2C+-1+/U/0<-1<++U30[/29+
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U/UJ/0+867120-/9+6.+2C/+;6D-/2+F1-61H+_D/0+

2C/+5392+.670+S/309M+;3146B+93E/9+-1+e799-3+

C3D/+1/30ES+467JE/4+a+34D318-1<+32+3+:̀O+

86U56714+31173E+032/H+;3146B+C39+J/86U/+

2C/+9/8614TE30</92+</1/0-89+86U531S+-1+2C/+

e799-31+U30[/2+J/C-14+E683E+E/34/0+rC30UT

92314304M+2C067<C+60<31-8+<06f2C+314+f-2CT

672+2C/+J/1/.-2+6.+.702C/0+38u7-9-2-619H++

q1+3+U64/E+0/5E-832/4+-1+U31S+62C/0+

/U/0<-1<+U30[/29M+;3146B+U313</U/12+-1+

e799-3+/X5314/4+2C/+5064782+5602.6E-6+.06U+

2C/+2034-2-613E+860/M+312-J-62-89M+26+U/4-8-1/9+

26+20/32+16186UU71-83JE/+4-9/39/9H+;3146B+

C39+0/<-92/0/4+U60/+2C31+vK+1/f+</1/0-8+

U/4-8-1/9+-1+e799-3+-1+2C/+5392+.-D/+S/309H+

gC/9/+35506D3E9+-18E74/+2C0//+J-69-U-E309M+

fC-8C+30/+.6EE6fT61+D/09-619+6.+J-6E6<-8+407<9+

2C32+C3D/+E692+532/12+5062/82-61H+;3146B+-9+3+

<E6J3E+J-69-U-E309+E/34/0M+3886712-1<+.60+

U60/+2C31+C3E.+6.+3EE+J-69-U-E309+96E4+-1+C-<CES+

0/<7E32/4+U30[/29+-1+W7065/M+~602C+pU/0-83M+

p79203E-3+314+Z3531+-1+IK:LH++

;3146B+3E96+/X5/829+26+-U506D/+-29+86UT

5/2-2-D/+569-2-61+f-2C+3+1/f+9232/T6.T2C/T302+

U317.38270-1<+.38-E-2S+8700/12ES+714/0+861T

920782-61+-1+;2H+r/2/09J70<H+Y/1/0-8+50647829+

f-EE+38++86712+.60+2C/+U3�60-2S+6.+672572+.06U+

2C/+1/f+5E312M+fC-8C+-9+5302+6.+3+.-D/TS/30M+

F;,+NKK+U-EE-61+-1D/92U/12+506<03U+JS+2C/+

~6D302-9+Y0675+-1+e799-3H+gC/+;2H+r/2/09J70<+

.38-E-2S+-9+/X5/82/4+26+J/<-1+.7EE+86UU/08-3E+

65/032-619+-1+IK:̀H+

�V-2C+E683E+5064782-61+32+2C/+1/f+.38-ET

-2SM+f/+9//+31+65560271-2S+26+5E3S+31+/D/1+

U60/+-U5602312+06E/+-1+2C/+U64/01-B32-61+

6.+e799-3�9+C/3E2C830/+9S92/UM�+93-4+pE231+

,/U-04/0/M+b67120S+h/34+.60+;3146B+-1+

e799-3H+

o60/6D/0M+J7-E4-1<+61+-29+9788/99+-1+

+e799-3M+o0H+,/U-04/0/+-9+9755602-1<+/X531T

9-61+JS+;3146B+380699+2C/+bq;H+g/3U9+.06U+

;3146B+867120S+60<31-B32-619+-1+J62C++e799-3+

314+;E6D/1-3+30/+.311-1<+672+26+203-1+86ET

E/3<7/9+-1+867120-/9+031<-1<+.06U+Y/60<-3+

314+n/E3079+26+pB/0J3-�31+314+FBJ/[-9231H+

q1+3EEM+;3146B+93E/9+-1+::+bq;+U30[/29+<0/f+

LKO+-1+IK:LM+fC-E/+F[03-1/+34D318/4+U60/+

2C31+I]OH
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nS+/X5314-1<+3<<0/99-D/ES+2C067<C672+p9-3+

-1+0/8/12+S/309M+;3146B+16f+65/032/9+-1+3EE+

U3�60+U30[/29+380699+2C/+0/<-61M+fC-E/+<E6J3E+

86U5/2-2609+30/+50/9/12+-1+61ES+3+C314.7E+6.+

p9-31+867120-/9H++

�V/+30/+2C/+61ES+</1/0-89+86U531S+f-2C+

3+.66250-12+86D/0-1<+3EE+6.+p9-3M�+93-4+r37E+

Y/SU3S/0M+e/<-61+h/34+p9-3+r38-.-8+.60+

;3146BH+

WU/0<-1<+U30[/29+30/+5061/+26+<0/32/0+

D6E32-E-2S+2C31+U60/+U3270/M+4/D/E65/4+U30T

[/29+a+314+p9-31+867120-/9+30/+16+/X8/52-61H+

q1+IK:IM+2C/+<6D/01U/12+6.+g3-f31+-U569/4+

50-8/+0/4782-619+6.+]KOM+61/+6.+2C/+U692+

403861-31+8692T86123-1U/12+0/4782-619+JS+
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/D6ED-1<+26+506U62/+2C/+79/+6.+/D/1+U60/+

</1/0-89H+q1+Z3531M+2C/+<6D/01U/12+C39+

E3718C/4+3+506<03U+6.+-18/12-D/9+26+/18670T
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well as the Commonwealth of Independent
States (CIS) — an association of several former
member countries of the Soviet Union. Over

the past four years, Sandoz sales in Russia
have nearly doubled — advancing at a 16%
compound annual rate. Sandoz has become
the second-largest generics company in the
Russian market behind local leader Pharm-

standard, through organic growth and with-
out the benefit of further acquisitions.

In a model replicated in many other
emerging markets, Sandoz management in
Russia expanded the product portfolio from
the traditional core, antibiotics, to medicines
to treat noncommunicable diseases. Sandoz

has registered more than 70 new generic
medicines in Russia in the past five years.
These approvals include three biosimilars,
which are follow-on versions of biologic drugs
that have lost patent protection. Sandoz is a
global biosimilars leader, accounting for
more than half ofall biosimilars sold in highly
regulated markets in Europe, North America,
Australia and Japan in 2013.

Sandoz also expects to improve its com-
petitive position with a new state-of-the-art
manufacturing facility currently under con-
struction in St. Petersburg. Generic products
will account for the majority of output from
the new plant, which is part of a five-year,
USD 500 million investment program bythe
Novartis Group in Russia. The St. Petersburg
facility is expected to begin full commercial
operations in 2016.

"With local production at the new facil-
ity, we see an opportunity to play an even
more important role in the modernization
of Russia's healthcare system,” said Altan
Demirdere, Country Head for Sandoz in
Russia.

Moreover, building on its success in
Russia, Mr. Demirdere is supporting expan-
sion by Sandoz across the CIS. Teams from
Sandoz country organizations in both Russia

NOVARTIS GROUP ANNUAL REPORT 2013

and Slovenia are fanning out to train col-
leagues in countries ranging from Georgia
and Belarus to Azerbaijan and Uzbekistan.
In all, Sandoz sales in 11 CIS markets grew
30% in 2013, while Ukraine advanced more
than 24%.

ASIA: A HEAD START

By expanding aggressively throughout Asia
in recent years, Sandoz now operates in all
major markets across the region, while global
competitors are present in only a handful of
Asian countries.

"We are the only generics company with
a footprint covering all of Asia,” said Paul
Geymayer, Region Head Asia Pacific for
Sandoz.

Emerging markets are prone to greater
volatilitythan more mature, developed mar-
kets — and Asian countries are no exception.
In 2012, the government of Taiwan imposed
price reductions of 40%, one of the most
draconian cost-containment reductions by
any nation in the Asia Pacific region to date.
Sandoz rebounded strongly in 2013, how-
ever, posting a double-digit sales increase
in Taiwan that outpaced the overall market
by a wide margin.

Despite unexpected marketfluctuations,
there are signs that markets across Asia are
evolving to promote the use of even more
generics. In Japan, the government has
launched a program of incentives to encour-
age greater use of generics to help control
escalating healthcare costs. While Japan is
the world's nu mbertwo marketfor innovative

prescription medicines, it is an emerging
market in generics with penetration of only
26%, approximately one-quarter ofthe level
in the United States and less than half that

of most European countries.
Japan's pro-generics policy focused ini-

tially on large hospitals but the government
has extended incentives to physicians and

pharmacists as well. Combined with the
expected loss of protection on a large nu m-
ber of blockbuster primary care medicines
overthe comingfive years, the Japanese ge-
nerics market is poised for dynamic growth.

"There is increasing recognition that the
generics industry will play an important role
in Japan's healthcare system," said Junichi
Nakamichi, Sandoz Country Head forJapan.
"Generics companies are gainingtraction in
the registration of new products."

SUB-SAHARAN AFRICA: THE NEXT FRONTIER

In 2013, Sandoz reinforced its local presence
in the frontier emerging markets of sub-
Saharan Africa by establishing country orga-
nizations in West, Central, East and Southern
Africa, with dedicated country heads. Sales
climbed more than 20% and the number of
Sandoz associates based in sub-Saharan

Africa outside South Africa nearly doubled
during the year.

In particular, the 22 French-speaking
countries in West Africa — stretching from
Mauritania to the Democratic Republic of
Congo — epitomize both the solid progress
achieved by Sandoz and the challenges and
opportunities in improving access to health-
care for millions of people in sub-Saharan
Africa. Only a tiny percentage of West Africa's
230 million residents are covered by any
form of health insurance. Donations and

access-to-medicine programs financed by
international organizations and companies
like Novartis provide limited access to vaccines
and medicines against major diseases such
as malaria, HIV/AIDS and tuberculosis. But
all other healthcare is self-funded.

"One of the most important things to
understand is that these are out-of-pocket
markets," said Annette Ake, Head of the

fledgling Sandoz organization for French-
speakingWest Africa, based in Dakar,Senega|.
"As a generics company, Sandoz can make
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a big difference, not only with the quality of
medicines we provide but also in terms of
affordability.”

Born and raised in the Ivory Coast, Ms. Ake
spent four years as Head of Marketing for
Novartis in the Maghreb countries of North
Africa, before moving to Senegal where she
has assembled a geographically diverse
team of nearly 100 employees overthe past
24 months.

"Diversity is a reality in the area in which
we work— and women have featured strongly
in our recruiting efforts. The majority of my
management team is female,” Ms. Ake said.
"As an African, I find it particularly exciting
that there is a huge pool of talent in our
region. That has made it possible not only
to implement operations but also to think
ahead to where we want to be in a couple of
years.”

As in other emerging markets, a key goal
of the Sandoz strategy in Africa is to address
the rising incidence of noncommunicable
diseases.

''In our countries we have gone from a
rural lifestyle to a very urban one — with all
the impact ofthat change on health,” Ms. Ake
said. "Diabetes is going to be a major health
issue in the coming years and we've seen the
number of specialist physicians increasing
in ourcountries. But healthcare funding has
not kept pace. And these diseases are chronic,
not an episode you can cure, which makes
the accessibility issue even more acute.”

After consultations that established a

relationship with Senega|’s Ministry of Health,
Sandoz reviewed its product portfolio and
aggressively reduced the price of about a
third of those medicines to improve access
for patients. In addition to popular antibi-
otics, prices were reduced on medicines
ranging from treatments for ulcers and fun-
gal diseases to high blood pressure and high
cholesterol. Despite the price reductions,

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO
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higher volume still enabled sales to climb at
a double-digit rate. Similar price reductions
to improve access will be introduced in
Cameroon this year.

During 2013, successful registration of
new products across West Africa expanded
the Sandoz portfolio by about 30%, including
comprehensive offerings for treatment of
metabolic and cardiovascular diseases.

"We have become a one-stop shop for car-
diovascular generics in French West Africa,”
Ms. Ake said.

The next phase of regulatory submis-
sions during 2014 will focus on generic med-
icines against respiratory disease, as well as
cancen

''In addition to medicines people need
today, we want to be ready when this growing
incidence of noncommunicable diseases

develops into a fu ll-blown epidemic,” Ms. Ake
said. ''In some of our countries, that's going
to happen sooner rather than later.’’
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UNITED STATES

Don Hoyle, Manufacturing Associate II with the Vaccines and
Diagnostics Division in Holly Springs, North Carolina, returns
a pair of forceps to its hanger inside a laboratory isolator that
will be used for a vaccine trial filling run.
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ÁÂÃÃÄÅÆÇÈÂÅÉÈÊÄÂËÅÌÇÍÄÃÇÈÅÆÍÈÇÂÎÆÇÈÄÅÃÏÆÂÇÆÉÈÐÑÈÒÓÔÑÈÃÃÕÈÍÌÈÖ×ÊÈØÙÚÈÛÄÎÎÄÌÅÈÄÅÈØÚÜÝÞÈÉÏÄßÆÅÈÛàÈáÄËáÆÏÈ¦¤ ¶¤�ÈÇÂÎÆÇÈÂÅÉÈÇÆÂÇÌÅÂÎÈ

ÄÅâÎãÆÅäÂÈÉÆåÂÅÉÞÈæÄÍáÈÌßÆÏÈÝÜÈåÄÎÎÄÌÅÈÉÌÇÆÇÈÌâÈÇÆÂÇÌÅÂÎÈÄÅâÎãÆÅäÂÈßÂÃÃÄÅÆÈÇáÄççÆÉÈÍÌÈÃãÇÍÌåÆÏÇÈÄÅÈÍáÆÈÖ×ÞÈÄÅÈÂÉÉÄÍÄÌÅÈÍÌÈçÏÆèÈ

çÂÅÉÆåÄÃÈÇáÄçåÆÅÍÇÙ

éçÆÏÂÍÄÅËÈÎÌÇÇÈæÂÇÈÖ×ÊÈÜÔêÈåÄÎÎÄÌÅÞÈÖ×ÊÈëêÈåÄÎÎÄÌÅÈÎÆÇÇÈÍáÂÅÈÍáÆÈçÏÄÌÏèàÆÂÏÈÌçÆÏÂÍÄÅËÈÎÌÇÇÈÌâÈÖ×ÊÈØêÚÈåÄÎÎÄÌÅÙÈìÌÏÆÈÌçÆÏÂÍÄÅËÈ

ÄÅÃÌåÆÈæÂÇÈÖ×ÊÈÔêÈåÄÎÎÄÌÅÞÈÃÌåçÂÏÆÉÈÍÌÈÂÈÎÌÇÇÈÌâÈÖ×ÊÈÐêÈåÄÎÎÄÌÅÈÄÅÈØÚÜØÙÈíáÄÇÈÄåçÏÌßÆåÆÅÍÈæÂÇÈÉÏÄßÆÅÈÛàÈÇÍÏÌÅËÈÇÂÎÆÇÈËÏÌæÍáÈ

ÂÅÉÈáÄËáÆÏÈÌÍáÆÏÈÏÆßÆÅãÆÇÙÈ

íáÆÈÉÄßÄÇÄÌÅÈÏÆÂÃáÆÉÈÇÆßÆÏÂÎÈîÆàÈåÄÎÆÇÍÌÅÆÇÈÄÅÈØÚÜÝÙÈï¤ð°¤¬�ÞÈÌãÏÈåÆÅÄÅËÌÃÌÃÃÂÎÈÇÆÏÌËÏÌãçÈñÈßÂÃÃÄÅÆÞÈæÂÇÈÂççÏÌßÆÉÈÄÅÈòãÏÌçÆÞÈ

ÈóãÇÍÏÂÎÄÂÈÂÅÉÈìÂÅÂÉÂÞÈæÄÍáÈÇáÄçåÆÅÍÇÈÍÌÈÇÆßÆÏÂÎÈòãÏÌçÆÂÅÈçÏÄßÂÍÆÈåÂÏîÆÍÇÈÇÍÂÏÍÄÅËÈÄÅÈÍáÆÈâÌãÏÍáÈôãÂÏÍÆÏÙÈõÆÈÂÎÇÌÈÇãççÎÄÆÉÈï¤ð°¤¬�ÈÍÌÈ

öÏÄÅÃÆÍÌÅÈÖÅÄßÆÏÇÄÍàÈÄÅÈÍáÆÈÖ×ÈÄÅÈÏÆÇçÌÅÇÆÈÍÌÈÂÈçÌÍÆÅÍÄÂÎÎàÈÉÆÂÉÎàÈÌãÍÛÏÆÂîÈÌâÈåÆÅÄÅËÌÃÌÃÃÂÎÈÇÆÏÌËÏÌãçÈñÈÉÄÇÆÂÇÆÙÈóÉÉÄÍÄÌÅÂÎÎàÞÈÄÅÈ

ÍáÆÈÖ×ÞÈÍáÆÈ÷ÊóÈÆøçÂÅÉÆÉÈÍáÆÈÂççÏÌßÂÎÈÌâÈ¦¤ ¶¤�ÈâÌÏÈÍáÆÈçÏÆßÆÅÍÄÌÅÈÌâÈåÆÅÄÅËÌÃÌÃÃÂÎÈÉÄÇÆÂÇÆÈÄÅÈÄÅâÂÅÍÇÈÂÅÉÈÍÌÉÉÎÆÏÇÈÂÇÈàÌãÅËÈÂÇÈ
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VACCINES AND DIAGNOSTICS OVERVIEW

KEY FIGURES DOSES SOLD FOR THE PREVENTION OF MAJOR DISEASES
(in USD millions, unless indicated otherwise)

2013 2012 Number of doses (in millions)

Net “'65 1 98’ 1858 Seasonal influenza‘ 

Operating loss - 165 -250 M _ _ _ 2  Return on net sales (%) -8.3 -13.5 emngms
Core operating income/loss‘ 65 — 75 Pandemic ir1f|UenZa3

Core return on net sales (%) 3.3 -4.0 Rabiesa - 7_5
Core Research & Development‘ 452 429 I y 5

As a % of net sales 22.7 23.1 Encephalms I 1'6
Free cash IIOW2 104 — 78 ‘Fluad, Fluvirin, Agrippal, Agriflu, F/ucelvax, Optaflu

Net operating assets 4 863 4 977 2Me”""”’ M"”’”_g‘“" _ __ 3Celtura, Fucetna, Af/unuv, H1N9 vaccine, H7N9 vaccine
Number of associates (FTE)3 6 997 6 391 4Ra,,,-Pu,’ Ra,,a,,E,t5Ixiaru; in collaboration with Valneva
‘Core operating loss/income eliminates the impact of acquisition-related factors and certain
significant exceptional items. These adjustments are explained in detail starting on page 176.

22012 restated due to the post-employment benefit service cost allocation to the division
3 Full-time equivalent positions at year end

NEWS IN 2013

Vaccines and Diagnostics net sales increased 7% (+6% cc) to USD 2.0 billion in 2013, driven by higher Menveo sales and seasonal
influenza demand, with over 31 million doses of seasonal influenza vaccine shipped to customers in the US, in addition to pre-
pandemic shipments.

Operating loss was USD 165 million, USD 85 million less than the prior-year operating loss of USD 250 million. Core operating
income was USD 65 million, compared to a loss of USD 75 million in 2012. This improvement was driven by strong sales growth
and higher other revenues.

The division reached several key milestones in 2013. Bexsero, our meningococcal serogroup B vaccine, was approved in Europe,
Australia and Canada, with shipments to several European private markets starting in the fourth quarter. We also supplied Bexsero to
Princeton University in the US in response to a potentially deadly outbreak of meningococcal serogroup B disease. Additionally, in
the US, the FDA expanded the approval of Menveo for the prevention of meningococcal disease in infants and toddlers as young as
2 months of age.

The division also successfully launched Flucelvax in the US, making it the first influenza vaccine manufactured with innovative cell-
culture technology in the country. In addition, the division announced interim results from a Phase I clinical trial with its investigative
vaccine for the H7N9 avian influenza virus, showing that 85% of subjects achieved a protective immune response after two doses
of the 15 ug vaccine with the division’s proprietary MF59 adjuvant. Only 6% of subjects achieved a protective response when given
two doses of the 15 ug un-adjuvanted vaccine.

In the fourth quarter, Novartis announced a definitive agreement to divest its blood transfusion diagnostics unit to Spanish company
Grifols S.A. for USD 1.7 billion. This transaction was completed on January 9, 2014.

NOVARTIS GROUP ANNUAL REPORT 2013
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õáÄÎÆÈÛÂÃÍÆÏÄÂÎÈåÆÅÄÅËÄÍÄÇÈÄÇÈÌâÍÆÅÈåÄÇÍÂîÆÅÈ

âÌÏÈÂÈâÎãèÎÄîÆÈÄÎÎÅÆÇÇÈÄÅÈÄÍÇÈÆÂÏÎàÈÇÍÂËÆÇÞÈÄÍÈÄÇÈÂÈ

åãÃáÈåÌÏÆÈÇÆÏÄÌãÇÈÉÄÇÆÂÇÆÈ�ÈÂÅÉÈÍáÆÈÇçÆÆÉÈ

æÄÍáÈæáÄÃáÈÄÍÈÉÆßÆÎÌçÇÈÄÇÈæáÂÍÈåÂîÆÇÈÄÍÈÇÌÈ

âÆÂÏÆÉÙÈúÅÈâÂÃÍÞÈÛàÈÍáÆÈÍÄåÆÈÄÍÈÄÇÈÉÄÂËÅÌÇÆÉÞÈÄÍÈ

ÃÂÅÈÛÆÈÍÌÌÈÎÂÍÆÙÈ

�ÆÅÄÅËÄÍÄÇÈÄÇÈÌÅÆÈÌâÈÍáÆÈâÆæÈÃÌÅÉÄÍÄÌÅÇÈ

ÍáÂÍÈÃÂÅÈîÄÎÎÈÂÅÈÌÍáÆÏæÄÇÆÈáÆÂÎÍáàÈÃáÄÎÉÈ

æÄÍáÄÅÈØ�ÈáÌãÏÇÈÌâÈÄÅÄÍÄÂÎÈÇàåçÍÌåÇÙÈ

òÂÃáÈàÆÂÏÞÈåÆÅÄÅËÌÃÌÃÃÂÎÈÉÄÇÆÂÇÆÈÂââÆÃÍÇÈ

ÂççÏÌøÄåÂÍÆÎàÈêÚÚÈÚÚÚÈçÆÌçÎÆÈÂÏÌãÅÉÈÍáÆÈ

æÌÏÎÉÞÈÄÅÃÎãÉÄÅËÈåÂÅàÈÄÅâÂÅÍÇÈÂÅÉÈàÌãÅËÈ

ÃáÄÎÉÏÆÅÈæáÌÈÎÂÃîÈÇãââÄÃÄÆÅÍÈÄååãÅÄÍàÈÍÌÈÍáÆÈ

ÄÅâÆÃÍÄÌÅèÃÂãÇÄÅËÈÛÂÃÍÆÏÄÂÙÈ×ÌåÆÈÜÚÑÈÉÌÈÅÌÍÈ

ÇãÏßÄßÆÈÂÅÉÈÌâÈÍáÌÇÆÈæáÌÈÉÌÞÈÂÛÌãÍÈØÚÑÈÂÏÆÈ

ÎÆâÍÈæÄÍáÈÎÄâÆèÂÎÍÆÏÄÅËÈÂâÍÆÏèÆââÆÃÍÇÞÈÈÄÅÃÎãÉÄÅËÈ

ÉÆÂâÅÆÇÇÞÈÛÏÂÄÅÈÉÂåÂËÆÈÌÏÈÎÌÇÍÈÎÄåÛÇÙÈ

#$ÌãÈÉÌÈÅÌÍÈâÌÏËÆÍÈÍáÆÈâÄÏÇÍÈåÆÅÄÅËÄÍÄÇÈ

çÂÍÄÆÅÍÈàÌãÈåÆÆÍÞ%ÈÇÂÄÉÈÊÏÙÈóÅÉÏÄÅÈéÇæÂÎÉÞÈ

ûÆÂÉÈÌâÈÍáÆÈÁÂÃÃÄÅÆÇÈÂÅÉÈÊÄÂËÅÌÇÍÄÃÇÈÊÄßÄÇÄÌÅÙÈ

#úÍÈÄÇÈÂÈÍÏãÎàÈÉÆßÂÇÍÂÍÄÅËÈÉÄÇÆÂÇÆÈÂÅÉÈæÆÈÂÏÆÈ

ÂÎÎÈÉÆÆçÎàÈåÌÍÄßÂÍÆÉÈÍÌÈÃÌÅÍÏÄÛãÍÆÈÍÌÈÄÍÇÈ

çÏÆßÆÅÍÄÌÅÙ%

üÌÈÌÅÆÈãÅÉÆÏÇÍÂÅÉÇÈÍáÆÈçÂÄÅÈÌâÈÎÌÇÄÅËÈÂÈ

ÃáÄÎÉÈÍÌÈåÆÅÄÅËÄÍÄÇÈÛÆÍÍÆÏÈÍáÂÅÈÍÏÂÅÇçÌÏÍÈ

ÃÌåçÂÅàÈÉÄÏÆÃÍÌÏÈ×ÍÆßÆÈÊÂàåÂÅÈÂÅÉÈáÄÇÈ

æÄâÆÈ�ÎÌÏÄÂÙÈéÅÈÍáÆÈÂâÍÆÏÅÌÌÅÈÌâÈüÌßÆåÛÆÏ�ÜÞÈ

ÜýëØÞÈÍáÆÈñÏÄÍÄÇáÈÃÌãçÎÆÈÍÌÌîÈÍáÆÄÏÈÌÍáÆÏæÄÇÆÈ

áÆÂÎÍáàÈÛãÍÈÇãÉÉÆÅÎàÈÎÄÇÍÎÆÇÇÈÜ�èåÌÅÍáèÌÎÉÈ

ÇÌÅÈ×çÆÅÃÆÏÈÍÌÈÍáÆÈáÌÇçÄÍÂÎÈÄÅÈñÏÄÇÍÌÎÞÈæÆÇÍÆÏÅÈ

òÅËÎÂÅÉÈÂÇÈÂÈçÏÆÃÂãÍÄÌÅÈÌÅÈÍáÆÄÏÈçáàÇÄÃÄÂÅ�ÇÈ

ÂÉßÄÃÆÙÈ×áÌÏÍÎàÈÂâÍÆÏÈÂÏÏÄßÄÅËÈÂÍÈÍáÆÈáÌÇçÄÍÂÎÞÈ
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íáÂÅîÇÈÍÌÈÂÈÉÆÃÂÉÆÇèÎÌÅËÈÆââÌÏÍÈÛàÈÍáÆÈüÌßÂÏÍÄÇÈÁÂÃÃÄÅÆÇÈÂÅÉÈÊÄÂËÅÌÇÍÄÃÇÈÊÄßÄÇÄÌÅÞÈæÆÈÂÏÆÈÃÎÌÇÆÏÈÍáÂÅÈÆßÆÏÈ

ÍÌÈÆÎÄåÄÅÂÍÄÅËÈÛÂÃÍÆÏÄÂÎÈåÆÅÄÅËÄÍÄÇÙÈíÌÉÂàÞÈæÄÍáÈÂÈçÌÏÍâÌÎÄÌÈÄÅÃÎãÉÄÅËÈ¦¤ �̈®§«¤ÞÈ¦¤ ¶¤�ÈÂÅÉÈÅÌæÈï¤ð°¤¬�ÞÈ

ÈüÌßÂÏÍÄÇÈÄÇÈÍáÆÈÌÅÎàÈÃÌåçÂÅàÈÍáÂÍÈÃÂÅÈáÆÎçÈçÏÌÍÆÃÍÈÂÎÎÈÂËÆÈËÏÌãçÇÈÂËÂÄÅÇÍÈÍáÆÈåÌÇÍÈçÏÆßÂÎÆÅÍÈâÌÏåÇÈÌâÈÍáÄÇÈ

ÉÆÂÉÎàÈÉÄÇÆÂÇÆÙ

áÆÈæÂÇÈÉÄÂËÅÌÇÆÉÈæÄÍáÈåÆÅÄÅËÄÍÄÇÈÂÅÉÈáÄÇÈ

ÃÌÅÉÄÍÄÌÅÈÇÌÌÅÈæÌÏÇÆÅÆÉÙÈíáÆÈâÄËáÍÈÍÌÈÇÂßÆÈ

×çÆÅÃÆÏÈÎÂÇÍÆÉÈÂÎÎÈÅÄËáÍÈÂÅÉÈåÌÇÍÈÌâÈÍáÆÈâÌÎè

ÎÌæÄÅËÈÉÂàÈÛÆâÌÏÆÈáÆÈÇãÃÃãåÛÆÉÙÈ

#&ÌÇÄÅËÈÂÈÃáÄÎÉÈÄÇÈÍáÆÈæÌÏÇÍÈÍáÄÅËÈÍáÂÍÈÃÂÅÈ

áÂççÆÅÈÍÌÈÂÅàÌÅÆÞ%È�ÏÙÈÊÂàåÂÅÈÇÂÄÉÙÈ#úÍÈæÂÇÈ

ÎÄîÆÈÛÆÄÅËÈáÄÍÈÛàÈÂÈÇÎÆÉËÆáÂååÆÏÙ%

÷ÌÎÎÌæÄÅËÈáÄÇÈÇÌÅ�ÇÈÉÆÂÍáÞÈ�ÏÙÈÊÂàåÂÅÈ

ÉÆßÌÍÆÉÈáÄåÇÆÎâÈÍÌÈÎÆÂÏÅÄÅËÈÂÛÌãÍÈÍáÆÈÉÄÇÆÂÇÆÙÈ

ûÆÈâÌÃãÇÆÉÈÌÅÈâãÅÉÏÂÄÇÄÅËÞÈæáÄÎÆÈáÄÇÈæÄâÆÈ

åÂÅÂËÆÉÈÍáÆÈâÂåÄÎàÈÛãÇÄÅÆÇÇÙÈéßÆÏÈÍáÆÈÅÆøÍÈ

ÉÆÃÂÉÆÈÂÅÉÈÂÈáÂÎâÞÈáÆÈÆÇÍÂÛÎÄÇáÆÉÈÍáÏÆÆÈÅÌÅè

çÏÌâÄÍÈÌÏËÂÅÄäÂÍÄÌÅÇÈÍÌÈÏÂÄÇÆÈÂæÂÏÆÅÆÇÇÈÂÛÌãÍÈ

ÍáÆÈÉÄÇÆÂÇÆÈÂÅÉÈâãÅÉÈÏÆÎÂÍÆÉÈÏÆÇÆÂÏÃáÙÈ

#íáÆÈÇÄÍãÂÍÄÌÅÈæÂÇÈÛÎÆÂîÞ%È�ÏÙÈÊÂàåÂÅÈ

ÇÂÄÉÙÈ#òøçÆÏÍÇÈÇÂÄÉÈÍáÆÏÆÈæÌãÎÉÈÛÆÈÅÌÈßÂÃÃÄÅÆÈ

âÌÏÈÂÅàÈÇÍÏÂÄÅÈÌâÈåÆÅÄÅËÄÍÄÇÈÄÅÈåàÈÎÄâÆÍÄåÆÙ%

íáÆÈôãÆÇÍÈÛàÈüÌßÂÏÍÄÇÈÍÌÈÉÆßÆÎÌçÈßÂÃè

ÃÄÅÆÇÈâÌÏÈåÆÅÄÅËÌÃÌÃÃÂÎÈÉÄÇÆÂÇÆÈÍÌÌîÈåÌÏÆÈ

ÍáÂÅÈÍáÏÆÆÈÉÆÃÂÉÆÇÙÈóÅÉÈÏÆÇÆÂÏÃáÆÏÇÈÂÍÈÍáÆÈ

ÃÌåçÂÅà�ÇÈÎÂÛÌÏÂÍÌÏÄÆÇÈÄÅÈ×ÄÆÅÂÞÈúÍÂÎàÈáÂÉÈÍÌÈ

ÌßÆÏÃÌåÆÈåãÎÍÄçÎÆÈáãÏÉÎÆÇÈÂÅÉÈÇÆÍÛÂÃîÇÙÈ

ÊÏÙÈ�ÄÅÌÈ�ÂççãÌÎÄÞÈûÆÂÉÈÌâÈÁÂÃÃÄÅÆÇÈ

�ÆÇÆÂÏÃáÈÂÍÈüÌßÂÏÍÄÇÞÈÛÆËÂÅÈÛàÈÉÆßÆÎÌçÄÅËÈ

ÂÈåÌÏÆÈÆââÆÃÍÄßÆÈßÂÃÃÄÅÆÈâÌÏÈÍáÆÈÛÂÃÍÆÏÄÂÎÈ
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VACCIN ES AN D DIAGNOSTICS

Thanks to a decades-long effort by the Novartis Vaccines and Diagnostics Division, we are closer than ever

to eliminating bacterial meningitis. Today, with a portfolio including Menjugate, Menveo and now Bexsero,

Novartis is the only company that can help protect all age groups against the most prevalent forms of this

deadly disease.
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Vaccines and Diagnostics

59 I CORPORATE RESPONSIBILITY

THE 30-YEAR FIGHT To ELIMINATE A DEADLY
cHILDHooD DIsEAsE

While bacterial meningitis is often mistaken
for a flu-like illness in its early stages, it is a
much more serious disease — and the speed
with which it develops is what makes it so
feared. In fact, by the time it is diagnosed, it
can be too late.

Meningitis is one of the few conditions
that can kill an otherwise healthy child
within 24 hours of initial symptoms.

Each year, meningococcal disease affects
approximately 500000 people around the
world, including many infants and young
children who lack sufficient immunity to the
infection-causing bacteria. Some 10% do not
survive and of those who do, about 20% are
left with life-altering after-effects, including
deafness, brain damage or lost limbs.

"You do not forget the first meningitis
patient you meet,” said Dr. Andrin Oswald,
Head ofthe Vaccines and Diagnostics Division.
''It is a truly devastating disease and we are
all deeply motivated to contribute to its
prevention.”

No one understands the pain of losing a
child to meningitis better than transport
company director Steve Dayman and his
wife Gloria. On the afternoon of November 1,

1982, the British coupletooktheir otherwise
healthy but suddenly listless 14-month-old
son Spencerto the hospital in Bristol,western
England as a precaution on their physician's
advice. Shortly after arriving at the hospital,

77 | CORPORATE GOVERNANCE

he was diagnosed with meningitis and his
condition soon worsened. The fight to save
Spencer lasted all night and most of the fol-
lowing day before he succumbed.

"Losing a child is the worst thing that can
happen to anyone,” Mr. Dayman said. ''It was
like being hit by a sledgehammer."

Following his son's death, Mr. Dayman
devoted himself to learningaboutthe disease.
He focused on fundraising, while his wife
managed the family business. Over the next
decade and a half, he established three non-

profit organizations to raise awareness about
the disease and fund related research.

"The situation was bleak,” Mr. Dayman
said. "Experts said there would be no vaccine
for any strain of meningitis in my lifetime.’'

The quest by Novartis to develop vac-
cines for meningococcal disease took more
than three decades. And researchers at the

company's laboratories in Siena, Italy had to
overcome multiple hurdles and setbacks.

Dr. Rino Rappuoli, Head of Vaccines
Research at Novartis, began by developing
a more effective vaccine for the bacterial

disease Haemophilus influenza type B (HIB),
which — like meningococcus — was a major
cause of bacterial meningitis.

A key problem in developingvaccines for
HIB and some strains of meningitis was that
they did not work properly in young children.
This was a critical flaw because a child's less

developed immune system means he orshe
is among the most vulnerable to infection.
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”These bacteria have a sugar-like coat-
ing that limited the vaccines’ effectiveness,”
Dr. Rappuoli said. "This was especially evident
in children, whose immune systems did not
respond properly to the vaccines.”

Asolution came with conjugate vaccines,
through which researchers linked the sugar
to a carrier protein, enabling it to more
actively engage the body's immune system
so it could then target the bacteria. Young
children’s T cells — the white blood cells

responsible for fighting infection — recog-
nized the carrier proteins and the new vac-
cines led to a dramatic immune response.

The conjugate approach becamethe mod-
el for many other vaccines. Today, Novartis
provides two such vaccines, Quinvaxem and
VaxemHib, which help protect children from
HIB infection.

Dr. Rappuoli soon realized this technology
could be used to tackle meningococcus.

Most meningococcal meningitis cases
are caused bythe five most common strains
of the bacteria, known as serogroups A, B,
C, W and Y. In four of the strains — A, C, W
and Y — the bacteria have a polysaccharide
coating and, as a result, vaccines for these
can be developed in the same way as those
for HIB.

Like HIB, most meningococcal disease
occurs in infants. And the only existing vac-
cine in the 1980s for meningitis C — then
the most common form of the disease in

Europe — was a polysaccharide that did not
work in infants.

In 1989, the Novartis research team
began developing conjugate vaccines for
meningitis C and A,the most common forms
of the disease in Africa. By growing the
meningococcal bacteria in a laboratory,
removing their sugar coatings, and linking
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them to a protein, the researchers began
what would become a decade-long effort to
produce the first conjugate vaccine against
the two strains of meningitis.

By the mid- to late 1990s, the quest to
develop a vaccine for meningitis C was close
to fruition. Toward the end ofthe decade, Dr.

Rappuoli’s team worked with UK health
authorities to complete work on the vaccine
and ready it forfull-scale production. 1999
saw the UK launch of Menjugate, the first
conjugate meningitis Cvaccine indicated for
children.

Within a year, every person between the
ages of 2 months and 18 years in Britain —
13 million people in all — could receive
immunization against meningitis C.

The results were dramatic. Before the

vaccine's introduction, some 1 500 people
in England and Wales alone contracted the
disease each year — and about 150 died.
Ten years later, there were just eight cases
and not a single fatality. By 2010, this one
strain of the disease was considered to have

been eliminated in the United Kingdom.
2010 also saw the launch of Menveo, a

conjugate vaccine against serogroups A, C,
W and Y. Today, Menveo is still the only vac-
cinethat can protect children from 2 months
old against four of the five most common
serogroups that cause meningococcal
disease.

Researchers worki ng to develop a vaccine
for meningitis B, however, had a much more
difficult challenge that they had struggled
with since the 1980s. Bacteria associated

with meningitis B have a different form of
sugar coating,which is very similarto a mol-
ecule in humans’ central nervous systems.
Consequently, patients’ immune systems
cannot recognize the bug as a foreign agent.

Consideringthere are more than 3 000 vari-
ants of the meningitis B bacterium, it also
was impractical to develop a vaccine for
each one.

In 1994, after years of research,
Dr. Rappuoli and his colleagues briefly
admitted defeat in their work.

”With thetechnology available atthe time,
we knew we could not develop a vaccine for
all the strains of meningitis B without some
real breakthrough,” Dr. Rappuoli said.

This much-needed breakthrough came
in 1995. A new technology, genetic engineer-
ing, appeared to offer a possible solution.
Genome researcher Craig Venter, who later
became famous for sequencing the human
genome, published research showing how
he had sequenced the genetic code of the
HIB bacterium. Dr. Rappuoli persuaded Mr.
Venterto sequence the meningitis B genome
at the Genomic Institute in the United States,
launching a decisive stage of research.

After mapping the bacterium’s genetic
code, Dr. Rappuoli’s team used computer
modeling to identify the protein building
blocks likelyto generate an immune response
that could be used to produce a vaccine.

”Geneticsequencing provedagoldmine,”
Dr. Rappuoli said. ”We had spent years iden-
tifying a handful of antigens common to just
a few strains of meningitis B. Now we had
many to choose from.”

Through genetic sequencing, Novartis
researchers could identify the elusive pro-
teins common to the more than 3000 dif-

ferent disease-causing strains of meningitis
B. Targeting them ensured a vaccine would
be broadly effective against most of its
variants.

The approach was dubbed ”reverse vac-
cinology.” It was, according to Dr. Rappuoli,
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a revolution in vaccine development,enabling
researchers to find vaccine targets at a much
faster rate.

The culmination of the Novartis team's

work was Bexsero, the world's first vaccine

for meningitis B. Clinical trial data showed
it can help protect vulnerable age groups,
including infants at greatest risk of infection.

Bexsero was approved by the European
Medicines Agency in January, by Australian
authorities in August and by Canadian regu-
lators in December 2013. Regulatory filings
are underway elsewhere, including in
Brazil. However, countries musttake further

steps to ensure the next generation of chil-
dren will benefit from the protection the
drug can bring. They are currently evaluat-
ing Bexsero to determine how it will fit into
national immunization schedules and reim-

bursement systems. These evaluations and
the eventual implementation of Bexsero may
take several months to a few years.

Once new vaccines are broadly available,
their public health value can last for gener-
ations and they can potentially eliminate a
disease from a region, as was the case with
meningitis C in the United Kingdom.

Bexsero cannot come too soon forAmelia

Vitiello. She lost her 18-month-old daughter
Alessia to meningitis B in 2007. The toddler
fell ill with mild flu-like symptoms. Only when
the condition worsened did Ms. Vitiello rush

her daughter to the hospital where doctors
battled unsuccessfully to save her.

"A part of my heart died then,” said
Ms. Vitiello, who founded a support group in
Italy for families affected by meningitis.
While Ms. Vitiello went on to have two more

children, Alessia’s death cast a long shadow.
"My husband and I try to be rational but

every time one of my children has a raised
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temperature the tension rises. The feeling is
terrifying; it creates a true psychosis. It is a
fear you carry with you forever.”

With Menjugate, Menveo and now Bexsero,
Novartis isthe only company with a portfolio
that can help protect all age groups against
the most prevalent forms of bacterial menin-
gitis. But Novartis is not stopping there. The
company’s researchers continue to work
toward a possible combination vaccine that,
with a single shot, would protect against all
of the most prevalent serogroups.

"Through the combined efforts of many
people at Novartis over the decades, we are
closerthan ever to seeing an end to the death
and suffering caused by this devastating
disease,” Dr. Oswald said. "Every life saved
makes a difference and we remain focused

on making this vaccine broadly available so
that the tremendous public health value of
Bexsero can be fully realized.”
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INDIA

Purvi Sharma, 3, looks away as his 45-day-o/d puppy, Rocky, is
examined by veterinarians at Help in Suffering, a nonprofit animal
hospital in Jaipur
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CONSUMER HEALTH

Novartis Consumer Health comprises the Over-the-Counter (OTC) and Animal Health Divisions. Both

made strong progress in 2013. Animal Health continued to mine the human medicine pipeline for product

innovations, focusing on treatments for skin disorders, cardiac and kidney problems, and pain relief. The

OTC business made advances with several of its core brands amid rising global demand for reliable and

affordable self-care products.

Consumer Health
15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY

THE POWER OF BRANDS

Aging populations, a rising global middle
class, and individuals’ increasingly active role
in managing their own health have created
more demand for affordable and reliable

over-the-counter products.
Novartis is meeting this demand by

investing in its strong Over-the-Counter
(OTC) brands, developing innovative new
formulations, and expanding their reach
globally. In 2013, OTC expanded its improved
formulation of the topical pain reliever Vol-
taren in Europe and successfully relaunched
Excedrin in the United States after a nearly
year-long market absence. OTC is also work-
ing more closely in several markets with cus-
tomers, retailers and pharmacists to build
market share in places like the United States
— where the division's products are return-
ingto stores — and the Middle East and North
Africa, where Otrivin, the world's best-selling
non-prescription nasal decongestant spray,
is a market leader.

CONSUMER INSIGHTS LEAD TO
VOLTAREN 12HR INNOVATION

Voltaren gel launched as a prescription top-
ical pain relief product more than 25 years
ago. It is now the second-largest and fastest-
growing over-the-counter analgesic brand
globally and is trusted by millions to relieve
joint pain and inflammation. But consumer
research found clear demand for a stronger,
longer-lastingformulationthat could provide
pain relief throughout the day and night.

In response, OTC conducted a m ulti-year
scientific research program to develop an ex-
tended-re|ief(12hr) formula oftopical Voltaren,

77 | CORPORATE GOVERNANCE

which is now available in 21 markets around

the world after the gel was launched in 10
European markets and Brazil in the past
yean

Developingthe new formulation involved
120 Novartis associates working to over-
come some demanding technical hurdles.
For example, the development team sought
to extend the effectiveness of Voltaren gel
by increasingthe concentration of diclofenac
— its active ingredient — from 1% to 2%.
However, they found that the solubility of
diclofenac could lead to the creation of drug
crystals in higher concentrations, which
would affect the rate of absorption through
the skin.

''It was a deep and complicated techni-
cal challenge,” said Dr. Gabi Hecker-Barth,
Chief Medical Officer at Novartis OTC. "The

thoroughness of the development program
necessary to overcomethat challenge under-
scores the science and innovation at the
heart of the new formulation.”

After many different prototype formula-
tions and analytical tests, the development
team's ultimate solution involved adding an
ingredient that increased diclofenac's abil-
ity to penetratethe skin and enabled the new
2% formula to be highly effective atthe appro-
priate concentration.

A three-year stability testing program
verified the new product's shelf life and an
almost four-year clinical phase confirmed
the form ula's safety, efficacy and tolerance
on users’ skin.

Throughout development, the team was
careful to retain other key aspects of the
original 1% gel.
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±p®//ṕ ./¿-q.́²-0pµ®́ p0--

ÌÒÓÌÔËÕÍ-̄rp±r

�s�dvhbt\]̂ _\�gxda\vgbahvswu�bax\hig\igdw�

d�ig\daw\cbxvdbag\�vdaw\�LJKG57M\ba\hig\

�abhgw\�hdhgt\ba\edhg\z{|z\daw\gdve�\z{|}\

d�hgv\d\cdv�gh\d�tga�g\�seesybax\hig\tiuh�

wsya\s�\bht\�ba�sea~\�g�vdt�d~\��̀ \cdau�

�d�huvbax\�edah\ba\�g�gc�gv\z{||�\̂ys\�s��

uedv\�LJKG57M\�vswu�ht\�\̈bxvdbag\daw\£©hvd\

�hvgaxhi\�\dvg\asy\�d��\sa\thsvg\tige�gt~\

daw\hig\�LJKG57M\�vdaw\idt\devgdw�\�ebc�gw\

�d��\hs\hig\auc�gv\�b�g\cdv�gh\�stbhbsa\ba\

hig\�abhgw\�hdhgt\dwueh\dadexgtb�t\cdv�gh�
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"We've kept all the attributes users told
us they liked,’’ Dr. Hecker-Barth said. "The
scent and cosmetic appeal are unchanged.”

RECONNECTING WITH DEVOTED
EXCEDRIN USERS

Novartis OTC began reintroducing the head-
ache and migraine brand Excedrin in the
United States in late 2012 and early 2013
after a market absence following the shut-
down of its Lincoln, Nebraska, USA manu-

facturing plant in December 2011. Two pop-
ular Excedrin products — Migraine and Extra
Strength — are now back on store shelves,
and the Excedrin brand has already climbed
back to the number five market position in
the United States adult analgesics market.

The successful return of Excedrin re-

quired an ambitious campaign to reconnect
with previous users, re-establish the prod-
uct in stores, and rebuild brand loyalty. A
dedicated team of OTC associates listened
to consumers to understand their needs and

past motivation in buying Excedrin. In the
case of Excedrin Migraine, the marketing
team launched an innovative marketing pro-
motion employing traditional and social
media, as well as an educational campaign
to raise awareness among migraine suffer-
ers of the importance of identifying and
tracking the factors that trigger attacks.

"Migraine is a highly personal condition,”
said Roger Gravitte, Head of Sales for OTC
Americas. "Once users find a treatmentthat

works for them, they stick with it. We found
people who could not wait to buy Excedrin
again.”

In an effort to re-establish the product
in stores, the business development team
worked closely with large retail groups and
pharmacy chains — including Walmart, Rite
Aid, Walgreens and CVS — to identify those
consumers who had frequently purchased

NOVARTIS GROUP ANNUAL REPORT 2013

Excedrin Migraine. Market data revealed that
20% of customers had accounted for approx-
imately 65% to 70% of product sales, and
OTC ultimately sent some 1.4 million people
who'd previously bought the product a com-
plimentary package of Excedrin Migraine.

''It was the most aggressive, personalized
loyalty campaign we've ever run,” Mr. Gravitte
said.

A series of outside partnerships also
helped to cultivate Excedrin brand aware-
ness.

The brand team partnered with singer,
actress and migraine suffererJordin Sparks,
who fronted the education campaign and
talked widely about her personal experi-
ences with migraines.

The product team also worked with a
neurologist to develop My Migraine Triggers,
a mobile app that enabled migraine suffer-
ers to track the causes of their migraines —
such as certain foods, beverages and activ-
ities — and share them with their physician.
To date, more than 35 000 people have
downloaded the app.

In addition, partnerships with several
health websites and bloggers helped raise
awareness of migraines. Engaging consum-
ers through Facebook — which helped build
an Excedrin fan base of more than 600 000

people — enabled visitors to share migraine
relief stories and win prizes.

By late 2013, sales of Excedrin Migraine
had returned to 88% of prior levels.

"We worked with our customers and lis-

tened to what they're telling us. We're rebuild-
ing market share fast,” Mr. Gravitte said.

COLLABORATION WITH PHARMACISTS BOOSTS
OTRIVIN IN THE MIDDLE EAST

Otrivin is the world’s best-selling non-
prescription nasal decongestant spray. In
the Middle East and North Africa, sales

growth has been driven by working closely
with pharmacists, who are the key link
between over-the-counter medications and

consumers. Buyers rely on them for their
perspective on symptoms and their treat-
ment recommendations.

"Pharmacists have a lot on their plate,”
said Odai El-Sayeh, Marketing Head for the
Arabian Peninsula. "They need up-to-date
information to be able to understand what

the consumer needs are, what products are
available to address these needs and how

they work. The educational aspects are
really important for them.”

In response, OTC created the Novartis
Pharmacists Academy (N PA), an educational
framework designed to meet the profes-
sional training needs of pharmacists. It was
launched in the Middle East and North Africa

five years ago.
The academy has grown to almost 2 000

members, who are able to attend quarterly
lectures, seminars and conferences in dif-

ferent locations across the region to stay
up-to-date with medical developments and
prescribing patterns.

Regular events have attracted partici-
pants from Egypt, Lebanon, Libya, Saudi
Arabia, the United Arab Emirates and

French-speaking countries in North Africa.
External experts lead discussions at the

NPA on a wide range of health-related topics,
such as pain management and cough and
cold relief. Pharmacists can also attend

product presentations connected to these
topics and accrue continuing medical edu-
cation points needed to renew their annual
prescribing license.

''It’s a very helpful initiative,” said Maya
Premchandran, a pharmacist in Dubai who
joined the academy two years ago. "The sem-
inars let us update our knowledge and the
case studies get us to work our brains when it
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îgvg\dvg\asy\d\xvsybax\auc�gv\s�\dab�

cde\igdehi\�vswu�ht\�scbax\�vsc\hig\

iucda\cgwb�bag\�utbagtt\dh\�s�dvhbt\daw\

agdve�\ide�\s�\hig\wb�btbsa�t\hs�\tgeegvt\id�g\

tscg\�saag�hbsa\ybhi\d\iucda\�vswu�h�\

]higv\g©dc�egt\ba�euwg\hig\�s�dvhbt\

�vswu�h\×?5OK@?5~\sv\�gadÎg�vbe~\svbxbadee�\

utgw\hs\hvgdh\ibxi\�essw\�vgttuvg\ba\iucdat\

daw\asy\dwcbabthgvgw\ba\hd�egh\�svc\hs\hvgdh\

�dvwbd�\�vs�egct\ba\wsxt\daw\�ivsab�\\�bwag�\

wbtgdtg\ba\�dht�\
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comes to analyzing the needs of different age
groups when they have various conditions.”

Otrivin, in particular, has benefited from
this close work with pharmacists in the
Middle East. The brand has a 90% share of
the nasal decongestants market in Egypt,
an 88% share in Saudi Arabia, and an 86%
share in the United Arab Emirates. Egypt is
the largest Otrivin market worldwide in terms
of units, reaching 22 million per year and
growing — a reflection of the OTC Division's
successful marketing strategy.

HUMAN DRUGS FOR ANIMAL PATIENTS

Using drugs on humans before using them
on animals sounds counterintuitive — but it's

an increasingly successful approach for the
Novartis Animal Health Division.

Animal Health is working with other
Novartis divisions and international scien-
tific institutions to select and assess human

drugs for veterinary development in areas
such as oncology and allergy.

One noteworthyexample ofthisapproach
occurred when veterinarian Dr. Thierry Olivry
used cyclosporine as a last resort to treat a
severe skin disorder on a colleague's dog.

The drug — originally developed as an
immunosuppressant to preventthe rejection
of transplanted organs in humans — was
already widely used to treat human atopic
dermatitis, a type of eczema that can lead
to severe itching and flaky skin.

With his team at the University of North
Carolina in the United States, Dr. Olivry devised
an appropriate canine dose using laboratory
samples of the Novartis drug.

The results were dramatic.

"Within four or five days the itch was
gone," Dr. Olivry recalled. "And in just weeks
the condition began to clear up completely."

The drug underwent extensive clinical
trials in the United States,Japan and Europe.
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It was approved by the US Food and Drug
Administration in 2003 and launched in the

United States in January 2004. Branded
as Atopica, it went on to become the market
leader in the pet skincare market.

There are now a growing number of ani-
mal health products coming from the
human medicine business at Novartis and

nearly half of the division's top sellers have
some connection with a human product.

Other examples include the Novartis
product Fortekor, or benazepril, originally
used to treat high blood pressure in humans
and now administered in tablet form to treat

cardiac problems in dogs and chronic kidney
disease in cats.

And Deramaxx, given to dogs with osteo-
arthritis, contains deracoxib — a derivative of

a compound used in some pain relief prod-
ucts for patients with arthritis and acute pain.

"Animal Health exploits synergies with
other Novartis divisions,” said Michaela Dehio,

Global Head of R&D Strategy for Novartis
Animal Health. "Our scientists are working to
bring more products from the human health
business to the veterinary health market."

These include Lenziaren, a phosphate-
binding complex that was intended for
human use and was registered in 2012 in
Japan forfeline use. Phosphate binders are
administered to patients with chronic kidney
disease who cannot otherwise remove high
levels of phosphate that build up in their
blood. Lenziaren can now be used to support
phosphate control in cats with kidney
problems.

The most promising products for animal
health within the human medicine business

are those for cancer, and heart and eye prob-
lems. These products have significant busi-
ness development potential.

"A big part of our pipeline comes from
the Pharmaceuticals Division," Ms. Dehio

77 | CORPORATE GOVERNANCE

said. "Diseases are often very comparable
and it's possible that we can translate a lot
to animal health."

Clinical trials also benefit. Data from

studies conducted by the Pharmaceuticals
Division,forexample,can support the devel-
opment of veterinary products and vice
versa.

Animal species mimicking the human
disease can act as a proof-of-principle model
for human diseases. Examples are dogtrials
for atopic dermatitis and congestive heart
failure that have been used for human phar-
maceutical drug development. As a result,
there are numerous synergies, including
benefits in terms of compound manufac-
turing and processing, which result in
shorterdevelopmenttimelinesandincreased
productivity.

"Leveraging synergies between the
development of human and animal drugs
ensures that we can provide fast-to-market
innovative solutions for the unmet needs of

ourfour-legged patients," Ms. Dehio added.
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PIPELINE

Novartis is consistently rated as having one of the Pharmaceuticals

industry’s most respected development pipelines, with Proieci/Prod“! common name Mechanism °'a°ii°-1

Over projects in Clinical development including ACZ885 canakinumab Anti—inter|eukin—1l3 monoclonal antibody
1

144 in the Pharmaceuticals DiViSiOl'l. Many Of these AFQO56 mavoglurant Metabotropic glutamate receptor5antagonist

projects’ which jnciude new moiecuiar entities as we|| A|N457 secukinumab Anti—inter|eukin—17 monoclonal antibody

as additional indications and different formulations AUY922 iiimiriespiii iiiiiwmpeiiiire riori_geidariamyciri
for marketed products, are for potentially best—in—c|ass i"iiibii°'°f H3F’9°3

Oi, fii,st_in_C|ass medicines that Could Significantly BAF312 siponimod Sphingosine—1—phosphate receptor modulator
Ci Ci f t. t id .d BCT197 — Anti—inflammatory agentadvance treatment stan ar s or pa ien s wor WI e. BGB98 _ i,ari_FGF receriior kinase iriiiibiior

BGS649 — Aromatase inhibitor

This table provides an overview of selected projects BKM120 bupariisib Pi3K inhibitor

in confirmatory development. BYL719 ‘ "'3K ‘"“”’”°'BYM338 bimagrumab Inhibitor of activin receptor type II

See giossary on page 54_ CAD106 — Beta—amyloid—protein therapy

CTLO19 — CD19—targeted chimeric antigen receptor
T—cell immunotherapy

DEB025 alisporivir Cyclophilin inhibitor
Gilenya fingolimod Sphingosine—1—phosphate

receptor modulator

HSC835 — Stem cell regeneration
Jakavi ruxolitinib Janus kinase inhibitor
KAE609 — PfATP4 inhibitor

_BH589 panobinostat Histone deacetylase inhibitor
_C|699 — Aldosterone synthase inhibitor
_CQ908 pradigastat Diacylglycerol acyl transferase—1 inhibitor
_CZ696 — Angiotensin receptor—neprilysin inhibitor

_DE225 sonidegib Smoothened receptor/
hedgehog signaling inhibitor

_DK378 ceritinib ALK inhibitor
_EE011 — CDK4‘ inhibitor

_FF571 — Bacterial elongation factor Tu inhibitor
_GX818 encorafenib RAF inhibitor
_|KO66 — SGLT 1/2 inhibitor
_JM716 — HER3 inhibitor

Lucentis ranibizumab Anti—VEGF5 monoclonal antibody
MEK162 binimetinib MEK7 inhibitor

MEK162 + LGX818 binimetinib + encorafenib MEK7 inhibitor + RAF inhibitor

NVA237 glycopyrronium bromide Long—acting muscarinic antagonist
(Seebri)

‘ Filings that have received approval in one of the markets (either United States or European
Union) but are awaiting approval in the other market are included in the table.

2 Refers to lead indication only
3 Heat shock protein 90
" Cyclin-dependent kinase 4
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�ëéáêîãäíèõäáðäëççæâëèôòìåæõìëèçéìëäáçæçè àëòäáçéæëêéëè Zäãìè [øùû%è ***

#ïäáêæéèá�çåäòéåæâëèõòìôáêãäíèîæçëãçëè ýäæôãäíè#ãäëè Zäãìè [øùû%è **

�áìæîèåòôáäçè Zêéáìáðíè Zäãìè [øùû%è **

Z�ëçëèïíõáðáêãîáåäáõæéèïíõáðáêãîæçôè #äæåæéãìè#ãäëè Zäãìè [øùû%è **

2äëãçåèéãêéëäèTìëãîèæêîæéãåæáêUöèçáìæîèåòôáäçè Zêéáìáðíè Zäãìè øùû�è ***

�áìæîèåòôáäçè Zêéáìáðíè /ã�ìëåè [øùû%è *

�õáäãîæéèæêéìòçæáêè�áîíèôíáçæåæçèTìëãîèæêîæéãåæáêUöèè *êåëðäãåëîè0áçõæåãìè#ãäëè *êåäãâëêáòçè øùû)è ***
ïæõèñäãéåòäëè è è è

"ìLïëæôëäóçèîæçëãçëè àëòäáçéæëêéëè �ò�éòåãêëáòçöèè [øùû%è **
è è è æêåäãôòçéòìãäè è

7ëò�ëôæãè Zêéáìáðíè *êåäãâëêáòçè øùû)è **
è è è è

#ïäáêæéèïëõãåæåæçè#è *êåëðäãåëîè0áçõæåãìè#ãäëè Zäãìè øùû+è **

ýäæôãäíèõäáðäëççæâëèôòìåæõìëèçéìëäáçæçèTìëãîèè àëòäáçéæëêéëè Zäãìè øùû�è ***
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è)è#ïáäáæîãìèêëáâãçéòìãäæLãåæáêèãêîèôãéòìãäèëîëôãèçëéáêîãäíèåáèéáêîæåæáêçèáåïëäèåïãêèãðë�äëìãåëîèôãéòìãäèîëðëêëäãåæáêöèîæã�ëåæéè

ôãéòìãäèëîëôãöèäëåæêãìèâëæêèáééìòçæáêèãêîèõãåïáìáðæéèôíáõæã
è+è#áô�æêãåæáêèáñèôæåáðëê�ãéåæâãåëîèõäáåëæêè�æêãçëèãêîèëCåäãéëììòìãäèçæðêãì�äëðòìãåëîè�æêãçë
è%è7á÷�ðäãîëèçëäáòçèáâãäæãêèéãêéëä

0055

Potential indication/indications Therapeutic area Route of administration Planned submission dates 1' 2 current phase2
Gouty arthritis (lead development indication), hereditary Integrated Hospital Care, Subcutaneous Approved EU II (US)
periodic fevers, secondary prevention of cardiovascular events Critical Care
Fragile X syndrome Neuroscience Oral 2015 ll
Psoriasis (lead indication), rheumatoid arthritis, ankylosing Integrated Hospital Care, Subcutaneous, Submitted US, EU Submission
spondylitis, psoriatic arthritis, uveitis Ophthalmology intravenous
Solid tumors Oncology Intravenous 22018 I

Secondary progressive multiple sclerosis Neuroscience Oral 22018 ll
Chronic obstructive pulmonary disease Primary Care Oral 22018 I
Solid tumors Oncology Oral 22018 I
Obese hypogonadotropic hypogonadism Critical Care Oral 22018 I
Breast cancer (lead indication), solid tumors Oncology Oral 2015 II
Solid tumors Oncology Tablet 22018
Sporadic inclusion body myositis (lead indication), Integrated Hospital Care Intravenous 2016 II
hip fracture
Alzheimer's disease Neuroscience Subcutaneous, 22018 II

intramuscular

Leukemia Oncology Intravenous 2016 II

Chronic hepatitis C Integrated Hospital Care Oral 2017 II
Primary progressive multiple sclerosis (lead Neuroscience Oral 2015 III
development indication), chronic inflammatory
demyelinating polyradiculoneuropathy
Stem cell transplantation Integrated Hospital Care Infusion 22018 II
Polycythemia vera Oncology Oral 2014 III
Malaria Established Medicines Oral 2017 II

Relapsed or relapsed—and—refractory multiple myeloma Oncology Oral 2014 III
Cushing‘s disease Oncology Oral 2017 II
Familial chylomicronemia syndrome Critical Care Oral 2014 III
Hypertension (lead indication), heart failure (reduced Critical Care, Primary Care Oral 2014 III
ejection fraction), heart failure (preserved ejection fraction)
Advanced basal cell carcinoma (lead indication), Oncology Oral 2014 II
medulloblastoma, solid tumors

ALK+ advanced non—small cell lung cancer Oncology Oral 2014 II
Breast cancer (lead indication), solid tumors Oncology Oral 2016 III
C. difficile infection Integrated Hospital Care Oral 22018 II
BRAF mutant melanoma (lead indication), solid tumors Oncology Oral 2016 III
Type II diabetes Primary Care Oral 22018 II
Solid tumors Oncology Intravenous 22018 I
Choroidal neovascularization and macular edema5 Ophthalmology lntravitreal 2016 III
NRAS mutant melanoma (lead indication), LGSOC,3 Oncology Oral 2015 IIIsolid tumors

BRAF mutant melanoma Oncology Oral 2016 III
Chronic obstructive pulmonary disease (lead indication), Primary Care Inhalation Approved EU lll (US)
asthma

5 Vascular endothelial growth factor
5 Choroidal neovascularization and macular edema secondary to conditions other than age-related macular degeneration, diabetic

macular edema, retinal vein occlusion and pathologic myopia
7 Combination of mitogen-activated protein kinase and extracellular signal-regulated kinase
3 Low-grade serous ovarian cancer

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO
Pipeline

59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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(M"ûü.èè æêîãéãåëäáìöèè 7áêð�ãéåæêðè�ëåã
ø
èãðáêæçåèãêîèè

Og;J:QRhSè ðìíéáõíääáêæòôè�äáôæîëè ìáêð�ãéåæêðèôòçéãäæêæéèãêåãðáêæçåè

F"þùùûè ëâëäáìæôòçè ô/ZF.èæêïæ�æåáäè
Oij:=:JhRklhJHQ:?Sè è è
è è è

F7Eù1ùè çëäëìãCæêè Fëéáô�æêãêåèñáäôèáñèïòôãêèè
è è äëìãCæê�øèïáäôáêëè

�Z�ø1ùèè õãçæäëáåæîëè �áôãåáçåãåæêèãêãìáðòëè
OP:m=:jhRnGioSè è è

p?K:m=?è êæìáåæêæ�è �æðêãìèåäãêçîòéåæáêèæêïæ�æåáäè

p<AJHR=?è ãìæç�æäëêè þæäëéåèäëêæêèæêïæ�æåáäè
è è è

/6*ø�%è îáâæåæêæ�èìãéåãåëè M84'Fèû�1öûûè'4'Fèû�1öûøèýþ4'Fû1èè
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iIR>Phjnrsèè 3è �òìåæñáéãìèãçõïëäæéèæêåäãáéòìãäèìëêçè
o<Pptoèø��þè è è è è

iIR>Phjnrsèè 3è �òìåæñáéãìöèãçõïëäæéèãêîèéíìæêîëäèè
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è è è è è

F/0ø�%è 3è "êåæ�M84'è

P:|QR:=}?èè �äæêLáìãôæîëDè #ãä�áêæéèãêïíîäãçëèæêïæ�æåáäDè
çòçõëêçæáêè �äæôáêæîæêëèåãäåäãåëè ãìõïãèãðáêæçåè
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,êæáêUè�òåèãäëèã÷ãæåæêðèãõõäáâãìèæêèåïëèáåïëäèôãä�ëåèãäëèæêéìòîëîèæêèåïëèåã�ìë�
èøèFëñëäçèåáèìëãîèæêîæéãåæáêèáêìí
è.è�ãôôãìæãêèåãäðëåèáñèäãõãôíéæê
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ýæõëìæêë

"éòåëèôíëìáæîèìëò�ëôæãèTìëãîèæêîæéãåæáêUöèè Zêéáìáðíè Zäãìè øùû�è ***
ãððäëççæâëèçíçåëôæéèôãçåáéíåáçæçè è è è

"çåïôãè ýäæôãäíè#ãäëè Zäãìè [øùû%è **

"ììëäðæéèîæçëãçëçè ýäæôãäíè#ãäíè �ò�éòåãêëáòçè [øùû%è **

"ììëäðæéèîæçëãçëçè ýäæôãäíè#ãäëè �ò�éòåãêëáòçè [øùû%è **

#ïäáêæéèá�çåäòéåæâëèõòìôáêãäíèîæçëãçëè ýäæôãäíè#ãäëè *êïãìãåæáêè "õõäáâëîè8,è ***èT,�U
è è è è

08FøNè�äëãçåèéãêéëäèûçåèìæêëöè08FøNè�äëãçåèéãêéëäèè Zêéáìáðíè Zäãìè øùûüè ***
øêîD1äîèìæêëöèþ72#7öûùèêáê�ñòêéåæáêæêðè4*èãêîèìòêðè è è è
êëòäáëêîáéäæêëèåòôáäçöèåò�ëäáòçèçéìëäáçæçèéáôõìëCèçëæLòäëçè è è è

"éòåëèïëãäåèñãæìòäëè #äæåæéãìè#ãäëè *êåäãâëêáòçè �ò�ôæååëîè,�öè8,è �ò�ôæççæáê
è è è è

"éäáôëðãìíèTìëãîèîëâëìáõôëêåèæêîæéãåæáêUöè Zêéáìáðíè �ò�éòåãêëáòçöèè �ò�ôæååëîè,�öè8,è �ò�ôæççæáê
#òçïæêðóçèîæçëãçëè è æêåäãôòçéòìãäè è

#�7èåäëãåôëêå�ñäëëèäëôæççæáêè Zêéáìáðíè Zäãìè øùû)è **

Fëîòéåæáêèáñè#MèîëãåïDè #äæåæéãìè#ãäëè Zäãìè øùû)è ***
ïáçõæåãìæLãåæáêçèæêèéïäáêæéèïëãäåèñãæìòäëè è è è

�áìæîèåòôáäçè Zêéáìáðíè Zäãìè øùû+è **
è è è è

#ïäáêæéèæîæáõãåïæéèòäåæéãäæãè #äæåæéãìè#ãäëè �ò�éòåãêëáòçè �ò�ôæååëîè,�öè8,è �ò�ôæççæáê
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è è è è è

ýäëç�íáõæãèãêîèéãåãäãéåáòçèìëêçèäëõìãéëôëêåèè �òäðæéãìè �òäðæéãìè øùûüè,�è "îâãêéëîè
÷æåïèãçåæðôãåæçôèéáääëéåæáêè è è è îëâëìáõôëêå

ýäëç�íáõæãèãêîèéãåãäãéåáòçèìëêçèäëõìãéëôëêåèè �òäðæéãìè �òäðæéãìè �ò�ôæååëîè,�è �ò�ôæççæáê
÷æåïèãçåæðôãåæçôèéáääëéåæáêè è è è

#áêåãéåèìëêçè÷ëãäè Mæçæáêè#ãäëè #áêåãéåèìëêçè �ò�ôæååëîè,�è �ò�ôæççæáê
è è è è è

ýïáåáäëñäãéåæâëè�ëäãåáåáôíè �òäðæéãìè �òäðæéãìè øùûüè,�è "îâãêéëîè
è è è è è îëâëìáõôëêå

ýäëç�íáõæãèéáääëéåæáêè Mæçæáêè#ãäëè #áêåãéåèìëêçè �ò�ôæååëîè �ò�ôæççæáê

4ìãòéáôãDáéòìãäèïíõëäåëêçæáêè Zõïåïãìôæéèýïãäôãéëòåæéãìçè /áõæéãìèáéòìãäè �ò�ôæååëîè �ò�ôæççæáê

ZåæåæçèëCåëäêãè Zõïåïãìôæéèýïãäôãéëòåæéãìçè /áõæéãìè øùûüè ***

Zåæéèæêñëéåæáêçè Zõïåïãìôæéèýïãäôãéëòåæéãìçè /áõæéãìè øùû�è **

"ììëäðæéèéáêúòêéåæâæåæçè Zõïåïãìôæéèýïãäôãéëòåæéãìçè /áõæéãìèáéòìãäè øùûüè ***

�ãéòìãäèëîëôãè Zõïåïãìôæéèýïãäôãéëòåæéãìçè /áõæéãìèáéòìãäè øùû�è ***

#áêåãéåèìëêçèéãäëè Mæçæáêè#ãäëè 7ëêçèéãäëè [øùûüè "îâãêéëîè
è è è è è îëâëìáõôëêå

4ëáðäãõïæéèãåäáõïíè Zõïåïãìôæéèýïãäôãéëòåæéãìçè *êåäãâæåäëãìè [øùû+è **

#ãåãäãéåèçòäðëäíè �òäðæéãìè �òäðæéãìè øùûüè "îâãêéëîè
è è è è è îëâëìáõôëêå

fëåèôãéòìãäèîëðëêëäãåæáêè Zõïåïãìôæéèýïãäôãéëòåæéãìçè *êåäãâæåäëãìè [øùû)è **

4ìãòéáôãDáéòìãäèïíõëäåëêçæáêè Zõïåïãìôæéèýïãäôãéëòåæéãìçè /áõæéãìèáéòìãäè �ò�ôæååëîè8,è ***
è è è è
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Potential indication/indications Therapeutic area Route of administration Planned submission dates 1'2 current phase2
Acute myeloid leukemia (lead indication), Oncology Oral 2015 III
aggressive systemic mastocytosis
Asthma Primary Care Oral 22018 II
Allergic diseases Primary Cary Subcutaneous 22018 II
Allergic diseases Primary Care Subcutaneous 22018 II
Chronic obstructive pulmonary disease Primary Care Inhalation Approved EU III (US)

HER2+ breast cancer 15‘ line, HER2+ breast cancer Oncology Oral 2014 III
2"“/3”’ line, DLBCL,1° non—functioning GI and lung
neuroendocrine tumors, tuberous sclerosis complex seizures
Acute heart failure Critical Care Intravenous Submitted US, EU Submission

Acromegaly (lead development indication), Oncology Subcutaneous, Submitted US, EU Submission
Cushing’s disease intramuscular
CML treatment—free remission Oncology Oral 2016 II
Reduction of CV death/ Critical Care Oral 2016 III
hospitalizations in chronic heart failure
Solid tumors Oncology Oral 2017 II

Chronic idiopathic urticaria Critical Care Subcutaneous Submitted US, EU Submission

Potential indication/indications Therapeutic area Route of administration Planned submission dates 1' 2 current phase2
Presbyopia and cataractous lens replacement Surgical Surgical Submitted US Submission

Presbyopia and cataractous lens replacement Surgical Surgical 2014 US Advanced
with astigmatism correction development
Presbyopia and cataractous lens replacement Surgical Surgical Submitted US Submission
with astigmatism correction
Contact lens wear Vision Care Contact lens Submitted US Submission

Photorefractive keratotomy Surgical Surgical 2014 US Advanced
development

Presbyopia correction Vision Care Contact lens Submitted Submission
Glaucoma/ocular hypertension Ophthalmic Pharmaceuticals Topical ocular Submitted Submission
Otitis externa Ophthalmic Pharmaceuticals Topical 2014 III
Otic infections Ophthalmic Pharmaceuticals Topical 2015 II
Allergic conjunctivitis Ophthalmic Pharmaceuticals Topical ocular 2014 III
Macular edema Ophthalmic Pharmaceuticals Topical ocular 2015 III
Contact lens care Vision Care Lens care 22014 Advanced

development
Geographic atrophy Ophthalmic Pharmaceuticals lntravitreal 22017 ll
Cataract surgery Surgical Surgical 2014 Advanced

development

Wet macular degeneration Ophthalmic Pharmaceuticals lntravitreal 22016 ll
Glaucoma/ocular hypertension Ophthalmic Pharmaceuticals Topical ocular Submitted EU

" Vascular endothelial growth factor receptor
‘Z Fibroblast growth factor receptor
” Platelet-derived growth factor receptor
"‘ Receptor tyrosine kinase

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO
Pipeline

59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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è è è
è è è

4ýøùû+è ãîãìæôòôã�è /à'��èæêïæ�æåáäè
è è è
è è è
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è è è è è
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(òãîäæâãìëêåèè �ëãçáêãìèæêñìòëêLãèâãééæêëè�ëãçáêãìè*êñìòëêLãè
æêñìòëêLãèâãééæêëè3èèè è
õëîæãåäæéèãîúòâãêåëîèè è è è
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GLOSSARY (CONTINUED)

Phase I First clinical trials of a new compound, generally per-
formed in a small number of healthy human volunteers, to
assess the clinical safety and tolerability, as well as metabolic
and pharmacologic properties of the compound.

Phase II Clinical studies with patients who have the target
disease, with the aim of continuing the Phase I safety assess-
ment in a larger group, assessing the efficacy of the drug in
the patient population, and determining the appropriate doses
for further evaluation.

Phase III Large-scale clinical studies with several hundred to
several thousand patients, which are conducted to establish the
safety and efficacy of the drug-specific indications for regulatory
approval. Phase III trials also may be used to compare a new
drug against a current standard of care to evaluate the overall
benefit-risk relationship of the new medicine.

Advanced development Medical device project for which a pos-
itive POC has been established and studies are being conducted
to establish the safety, efficacy or performance to address regu-
latory requirements for obtaining marketing authorization.

Submitted An application for marketing approval has already
been filed with one or both of the following regulatory agencies:
FDA (United States), EMA (European Union). Novartis has not yet
received marketing authorization from both regulatory agencies}
The application contains comprehensive data and information
gathered during human clinical trials and animal studies con-
ducted through the various phases of drug development.

NOVARTIS GROUP ANNUAL REPORT 2013

Sandoz (biosimilars)
Project/product Common name Mechanism ol action

EP2006 filgrastim Granulocyte colony—stimulating factor

GP2013 rituximab Anti—CD20 antibody

GP2015 etanercept TNF—a inhibitor

GP2017 adalimumab TNF—a inhibitor

HX575 epoetin alfa Erythropoiesis—stimu|ating agent

HX575 s.c. epoetin alfa Erythropoiesis—stimu|ating agent

LA—EP2006 pegfilgrastim Pegylated granulocyte
colony—stimulating factor

Vaccines & Diagnostics
Project/product Common name Vaccine Type
Acellular Pertussis Tdap vaccine Pediatric
combination

Bexsero US Meningococcal B vaccine Meningitis
C. difficile“ C. difficile vaccine Hospital Infections
Fluad US Seasonal influenza vaccine Seasonal Influenza
Flucelvax Seasonal influenza vaccine Seasonal Influenza
pediatric US
Flucelvax QIV Seasonal influenza vaccine Seasonal Influenza
Group B Group B Maternal
streptococcus streptococcus vaccine
H5N1 flu cell Pandemic influenza Pandemic
culture vaccine” vaccine
H7N9” H7N9 vaccine Pandemic Influenza

Human HIV vaccine HIV
immunodeficiency
virus (HIV)17
MenABCWY Meningococcal A, B, C, W Meningitis

and Y vaccine

Menjugate liquid Meningococcal C vaccine Meningitis
P. aeruginosa“ P. aeruginosa vaccine Hospital Infections
Quadrivalent
influenza vaccine —
pediatric adjuvanted

Seasonal influenza vaccine Seasonal Influenza

S. aureus S. aureus vaccine Hospital Infections

‘ Filings that have received approval in one of the markets (either United States or European
Union) but are awaiting approval in the other market are included in the table.

2 Refers to lead indication only
15 Collaboration with Valneva
1‘ Collaboration with United States Department of Health and Human Services
17 Collaboration with United States National Institutes of Health
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Potential indication/indications Therapeutic area Route of administration Planned submission dates 1'2 current phase2
Chemotherapy—induced neutropenia; mobilization of Oncology Subcutaneous and II
peripheral blood progenitor cells and others intravenous
(same as originator)
Non—Hodgkin lymphoma, chronic lymphocytic leukemia, Oncology and Immunology Intravenous I and Ill
rheumatoid arthritis, granulomatosis with
polyangiitis (also known as Wegener’s granulomatosis),
and microscopic polyangiitis and others (same as originator)
Arthritidies (rheumatoid arthritis, ankylosing spondylitis, Immunology Subcutaneous ll
psoriatic arthritis), plaque psoriasis and others
(same as originator)
Arthritidies (rheumatoid arthritis, ankylosing spondylitis, Immunology Subcutaneous ll
psoriatic arthritis), plaque psoriasis and others
(same as originator)
Chronic kidney disease, chemotherapy—induced Oncology and Nephrology Subcutaneous and US II
anemia and others (same as originator) intravenous
Chronic kidney disease Oncology and Nephrology Subcutaneous EU (extension nephrology, II

appproved as Binocrit since 2007)
Chemotherapy—induced neutropenia and others Oncology Subcutaneous ll
(same as originator)

Potential indication/indications Therapeutic area Route of administration Planned submission dates 1'2 current phase2
Prevention of tetanus, diphtheria and pertussis Infectious Disease ntramuscu ar 22015

Prevention of meningococcal B disease Infectious Disease ntramuscu ar 22015
Prevention of C. difficile disease Infectious Disease ntramuscu ar 22015
Prevention of seasonal influenza Infectious Disease ntramuscu ar 2014 II
Prevention of seasonal influenza Infectious Disease ntramuscu ar 22015 II

Prevention of seasonal influenza Infectious Disease ntramuscu ar 22015 II

Prevention of group B streptococcus Infectious Disease ntramuscu ar 22015 I

Prevention of H5N1 influenza Infectious Disease ntramuscu ar 22015 I

Prevention of H7N9 influenza Infectious Disease ntramuscu ar 22015 Not
applicable

Prevention of HIV disease Infectious Disease ntramuscu ar 22015

Prevention of meningococcal A, B, C, W and Y disease Infectious Disease ntramuscu ar 22015 I

Prevention of meningococcal C disease Infectious Disease ntramuscu ar Submitted Submission
Prevention of P. aeruginosa disease Infectious Disease ntramuscu ar 22015 I
Prevention of seasonal influenza Infectious Disease ntramuscu ar 22015 II

Prevention of S. aureus disease Infectious Disease ntramuscu ar 22015

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Pipeline
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CORPORATE RESPONSIBILITY

We aim to improve global health by discov-

ering and developing innovative healthcare

products, targeting unmet medical needs.

Novartis collaborates with others to help

address some of the world’s greatest health

challenges. We focus our corporate respon-

sibility work on two areas:

Expanding access to healthcare

We work to expand access to healthcare

and reach more patients with our medicines
and vaccines. We concentrate our efforts

on controlling and eliminating diseases such

as malaria and leprosy, and finding new

treatments and adaptive solutions to improve

health in the developing world. This past year,

we also worked to strengthen Social Ventures,

innovative business approaches that build local

healthcare capabilities in emerging markets.

Doing business responsibly

Responsibility is a core part of our business

and underscores our mission of caring and

curing. We care for our associates, strive to

positively contribute to the communities where

we live and work, and protect the environ-

ment. We also conduct business ethically,

maintaining a Code of Conduct and gover-

nance system to ensure our associates uphold
our values.

 CONTENTS

Expanding Access to Healthcare 63

Doing Business Responsibly 7O

59

0061



ÆÇ ���������������������������������

¾È½ÉÈ½ÊÈ

ËÈÌ¿Í�ÎÏÏÐÏÑÒÓÔÕÏÖÓ×ÒÏØÔÙÓÚÓÛÜÏ×ØÝÞÛÏÒÞßÏàÔØ×ÞÏ×áÏ×ÒÞÏÕÓÚÓÚâÏÒØÔÔÏØÛÏ
ØÏÛ×áßÜÏÑáÜÞÛÏÓÚÏØ×Ï×ÒÞÏãØÙØÚâØÏäßá×ÞÑ×áßØ×ÞÏåÞÚ×ÞßæÏ

ÏÐÔÙÓÚÓÛÜÏØççÞÑ×ÛÏßáèâÒÔéÏáÚÞÏÓÚÏêëÏëëëÏàÞáàÔÞÏÖáßÔÕÖÓÕÞæÏ
ìè×ÏÓÚÏíØÚîØÚÓØÏïÏÖÒÞßÞÏßèßØÔÏâÞÚÞÏàááÔÛÏØßÞÏÜáßÞÏÓÛáÔØ×ÞÕÏ

ïÏØÛÏÜØÚéÏØÛÏáÚÞÏÓÚÏêÏëëëÏØßÞÏÞÛ×ÓÜØ×ÞÕÏ×áÏÒØðÞÏ×ÒÞÏÕÓÛñ
áßÕÞßÏ×ÒØ×ÏÒÓÚÕÞßÛÏ×ÒÞÏÙáÕéòÛÏØÙÓÔÓ×éÏ×áÏàßáÕèÑÞÏàÓâÜÞÚ×æÏ

ËÈÌ¿ÍÆÇÏÏåÒÓÔÕßÞÚÏàÔØéÏØç×ÞßÏÛÑÒááÔÏØ×Ï×ÒÞÏãØÙØÚâØÏäßá×ÞÑ×áßØ×ÞÏ

åÞÚ×ÞßæÏíÒÞÏÑÞÚ×ÞßÏÓÛÏØÚÏÞÛÛÞÚ×ÓØÔÏÛØÚÑ×èØßéÏØÚÕÏÏàßáðÓÕÞßÏ
áçÏÜÞÕÓÑØÔÏÑØßÞÏçáßÏíØÚîØÚÓØÚÏÑÒÓÔÕßÞÚÏÖÓ×ÒÏØÔÙÓÚÓÛÜóÏÏ

ÖÒáÏçØÑÞÏÛáÑÓØÔÏÛ×ÓâÜØÏØÚÕÏÞÔÞðØ×ÞÕÏßÓÛÝÛÏáçÏÛÞßÓáèÛÏÒÞØÔ×ÒÏ
àßáÙÔÞÜÛÏÛèÑÒÏØÛÏÛÝÓÚÏÑØÚÑÞßÏØÚÕÏÙÔÓÚÕÚÞÛÛæ

0062

 

 

60

TANZANIA

PAGE 58 A child with albinism takes her plate to the dining hall as
a storm comes in at the Kabanga Protectorate Center
Albinism affects roughly one in 20 000 people worldwide.
But in Tanzania — where rural gene pools are more isolated
— as many as one in 2000 are estimated to have the dis-
order that hinders the body’s ability to produce pigment.

PAGE 60 Children play after school at the Kabanga Protectorate
Center The center is an essential sanctuary and provider
of medical care for Tanzanian children with albinism,
who face social stigma and elevated risks ofserious health
problems such as skin cancer and blindness.

NOVARTIS GROUP ANNUAL REPORT 2013
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KEY PERFORMANCE INDICATORS

Indicator 2013 2012 2011 2010 2009

Economic
Net sales in USD billions 57.9 56.7 58.6 50.6 44.3

Net income in USD billions; % of net sales‘ 9.3; 16% 9.4; 17% 9.1; 15% 10; 20% 8.5; 19%
Core Research & Development in USD billions; % of net sales 9.6; 17% 9.1; 16% 9.2; 16% 8.1; 16% 7.3; 16%
Personnel costs in USD billions; % of net sales 15.6; 27% 14.8; 26% 14.9; 26% 12.2; 24% 10.9; 25%
Taxes in USD billions; % of net income before taxes1 1.4; 13% 1.5; 14% 1.5; 14% 1.7; 15% 1.5; 15%
Dividends in USD billions; % of net income attributable to Novartis shareholders” 6.8; 74% 6.1; 66% 6; 67% 5.4; 55% 4.5; 53%
Cash returned to shareholders via second—line share repurchases in
USD billions; % of Group total net income 0.2; 2% 0; 0% 2.4; 26% 0; 0% 0; 0%
Share price at year end (CHF) 71.20 57.45 53.70 54.95 56.50

Expanding access to healthcarea
Total patients reached with Novartis products (millions)“ 1 215 1200 1 148 913 930

Patients reached through access—to—healthcare programs (millions) 103.6 101.4 89.6 85.5 79.5
Value of access—to—healthcare programs (USD millions) 2 126 2 051 1784 1544 1510

Doing business responsibly
Fu|l—time equivalent positions 135 696 127 724 123 686 119 418 99 834
Resignations (incl. retirements); separations; hiring (% of associates) 8; 4; 18 9; 5; 17 8; 4; 15 8; 3; 14 8; 3; 14
Women in management:5 % of management; % of Board of Directors 38%; 14.3% 37%; 16.7% 36%; 18.2% 36%; 16.7% 35%; 16.7%
Number of associate nationalities 155 153 153 149 144

Lost—time injury and illness rate (per 200 000 hours worked)“ 0.12 0.14 0.19 0.18 0.22
Total recordable case rate (per 200 000 hours worked) 5” 0.42 0.45 0.61 0.73 0.93
Transportation—re|ated injuries leading to lost time67 26 37 39 49 58
Contact water use, excluding cooling water (million ma)” 17.3 17.1 17.1 15.1 15.0
Energy use (million GJ), on site and purchased” 20.0 19.4 19.2 17.6 17.0
GHG emissions, Scope 1 vehicles (1 000 t) 73 170 177 192 166 174
GHG emissions, total Scope 1, including vehicles, and Scope 2 (1 000 t) 79 1 626 1644 1703 1505 1509
Total operational waste not recycled (1 000 t), hazardous and non—hazardous7v9 138 133 142 154 141
Active Novartis associates with email addresses trained and certified
on Code of Conduct via e—learning course1° 113 092 98175 47 499 48137 55 793
Cases of misconduct reported; substantiated 11 1 501; 768 1675; 1083 1522; 842 1236; 743 913; 541
Dismissals and resignations related to misconduct“ 357 566 716 608 564
Number of suppliers posing an elevated risk under Responsible Procurement‘? 357
Suppliers with active follow—up12v13 129
Suppliers audited 12“ 28

‘Operating income, tax and net income 2012 and 2011 were restated to reflect the adoption of 9 For details on environment see: www.novartis.com/environmental-care
the revised |AS19 on Employee Benefits (see pages 247 and 248). “’ Prior to 2012: Target population did not include all Novartis associates but did include certain

2Dividend payment 2013: proposal to the 2014 Annual General Meeting third-party employees.
3See table on page 73 for additional details “Figures of previous years have been updated to reflect completion of outstanding investigation.
‘2013 and 2012 number not fully comparable to previous years due to methodology changes ‘2 On April 1, 2013, Responsible Procurement (RP) was launched and replaced the former Third-
5Management defined locally. Data source % of management: FirstPort (Local Mgmt.F|ag) as of Party Management Program (including KP|s). RP includes new suppliers, products, services or

December 2013 sites from existing suppliers. Figures include data on labor rights, HSE and animal welfare only.
5Exc|udes data for contractors “Active follow-up includes information requests or audits commissioned to gauge labor rights,
7A|con data included in Group figures from 2011 onwards HSE or animal welfare standards.
“Includes all work-related injury and illness, whether leading to lost time or not “‘Supp|iers’ labor rights, HSE or animal welfare audits
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to 109.These additional medicineswilltarget
illnesses that typically afflict rural Indians,
including a majority of prevalent communi-
cablediseasessuch as infections,tuberculosis,
malaria and diarrhea. In addition, these
medicines will cover more than half of non-
communicable diseases such as diabetes

and heart disease, which represent a fast-
growing area of need.

Forty of the Novartis products available
through the Healthy Family venture will be
on India's list of essential medicines, with

prices set by the government.
We are also in the process of establishing

at least one dedicated distributor in each of

the 250 geographic areas where we operate,
which will improve our ability to keep essen-
tial medicines in stock. We are increasing
training for our two village representatives
in each geographic area, as well.

These measures are designed to strength-
en a venture that is already having an impact.
Since 2010, Healthy Family employees in
India have organized more than 300000
village health meetings and health camps
attended byalmost 11 million peopIe.Through
a system of referral cards, we know that at
least 12% of the people who attended village
health information meetings subsequently
consulted a doctor. That's up from just 2%
at the venture's outset. We believe the actual

percentage may be even higher based on
the possibility that some people misplaced
their cards.

While improving the operating model in
India, we made modest expansions to our
Social Ventures in other countries, adapting
the model to local needs. In Vietnam, where

we have an agreement with the government
to help improve access to healthcare in rural
areas, we are together creating pilots in 12
locations, adding to three begun in 2012. In
Kenya, we are adding 10 more pilots and are
testing ways to overcome the challenges of
limited healthcare infrastructure and weak

distribution channels. And in Indonesia, we

initiated four pilot projects.
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TARGETING MALARIA

In 2013 we launched a new initiative as part
of our ongoing battle against malaria, which
affects an estimated 219 million people
worldwide and kills more than 600000 each

year. In collaboration with the nonprofit
organization Malaria No More and other part-
ners, Novartis is supporting a three-year
social engagement campaign to enlist the
general public in fighting malaria.

The campaign — called Power of One” —
launched last autumn and is built around a

simple, potentfact: USD 1 can provide a child
with the medicine needed to fight this life-
threatening disease, which is prevalent in
nearly 100 countries worldwide.

"Power of One” offers everyone a chance
to engage and make a difference for children
sufferingfrom malaria,” said Joseph Jimenez,
Novartis Chief Executive Officer.

Every dollar donated to the campaign will
buy and deliver a complete malaria treat-
ment for a child diagnosed with the disease.
Novartis provides financial support to the
campaign as its exclusive treatment partner,
and we are also supplying our antimalarial
medicine without profit. In addition, Novartis
will match public donations with up to 3 mil-
lion more treatments of our antimalarial

medicine over three years, doubling the
public impact.

The campaign harnesses the creative
strengths of more than a dozen partners with
skills in campaigning and digital technology.
Malaria No More enlisted West, a marketing
and creative group founded by a formerAppIe
marketing executive, to help shape the cam-
paign's strategy. Blue State Digital, a spe-
cialist in online fundraising and social net-
working, is applying lessons from the election
campaigns of US President Barack Obama.

The Power of One” website is designed to
make it easy for people to donate and to
use social media to encourage friends to
get involved.

Treatments are initially being shipped to
Zambia and about 400000 have already

been delivered. Malaria No More plans to
add other countries to the list of recipients
as the campaign gains momentum.

Our support for the campaign builds on
our other ongoing efforts to combat malaria.
Since 2001, we have supplied more than
600 million malaria treatments without profit,
more than 200 million of which were devel-

oped specifically for children.

TARGETING LEPROSY

Our nearly three-decade effort to eliminate
another devastating disease, leprosy, illus-
trates the special challenge posed by the
final stretch before the finish line. Over the

past 30 years, more than 15 million leprosy
patients have been treated and the incidence
of the disease has declined significantly — a
tremendous public health success. Since
2000, we have contributed by donating
Novartis multidrug therapy to leprosy
patients worldwide through the World Health
Organization.

But progress against the disease — which
can result in disability and carries a severe
social stigma — has slowed in recent years.
The number of new leprosy patients reported
annually is about 230000 and has remained
stable over the past seven years. Most new
cases are concentrated in a few countries,
such as India, Brazil and Indonesia. At the

same time, public health officials have
understandably been shifting their focus to
diseases affecting more people, such as HIV/
AIDS and tuberculosis.

"When you reach the last mile, people
kind of forget about the disease,” said Dr. Ann
Aerts, Head of the Novartis Foundation for

Sustainable Development (NFSD), which is
playing a leading role in the effort to elimi-
nate leprosy.

To regain momentum and putthe disease
back on the global health agenda, NFSD
invited leprosy experts in June 2013 to dis-
cuss future approaches to curbing the dis-
ease. These experts agreed that leprosy
transmission can be halted through several
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NOVARTIS ACCESS TO HEALTHCARE PROGRAMS 2013

Research & Development

 
Value’

Program Strategic objective FTES‘ (USD millions)

Novartis Institute for Tropical Diseases Discover and develop effective and affordable treatments 111 17.8
for major tropical diseases, such as malaria, dengue fever
and African sleeping sickness

Novartis Vaccines Institute for Global Health Discover and develop effective and affordable vaccines 46 8.8
to prevent infectious diseases prevalent in developing
countries, such as typhoid

Novartis Institutes for BioMedical Research Discover and develop novel and affordable treatments for 35 8.3
neglected disease programs infectious diseases prevalent in developing countries, such

as Chagas disease, leishmaniasis and infectious diarrhea
Total 192 34.9

Patient assistance
Patients reached Value‘

Program Strategic objective (thousands) (USD millions)

Novartis Patient Assistance Foundation, Inc. Assist patients experiencing financial hardship, without 85.0 538.0
private or public prescription coverage for their medicines (US)

G/ivec patient assistance Ensure access to Glivec — where needed and possible — 55.0 1 107.9
for patients with rare cancers who cannot afford the drug

Tasigna patient assistance Expand access to Tasigna for patients with rare cancers 4.1 107.8
through Novartis Oncology Access

Exjade patient assistance Expand access to Exjade for more patients with thalassemia 6.8 26.8
and sickle cell diseases, in more places

Alcon medical missions‘ Provide traveling medical teams with Alcon products 549.3 65.9
Alcon US patient assistance Assist patients experiencing financial hardship 11.9 13.9

by providing Alcon products
Malaria/Coartem Provide Coartem without profit for public sector use 102 273.5 208.8
Leprosy (WHO) Contribute to the global elimination of leprosy by providing 243.6 4.5

multidrug therapy (MDT) to all patients through WHO
Tubercu|osis5 Provide fixed—dose combination tablets to 22.0 0.5

all adult category I and Ill patients in Tanzania
Fascioliasis/Egatenfi Provide Egaten free of charge to treat fascioliasis 152.7 0.1

and paragonimiasis
Emergency relief (medicine donations) Support humanitarian organizations to enable them — 2.1

to help people with first aid activities3
Total 103 403.9 2 076.3

Health systems strengthening People reached Patients reached Value’
Program Strategic objective FTEs1 (thousands)7 (thousands) (USD millions)

Capacity building
Novartis Foundation for Improve access to quality healthcare and social services 7 3 613.8 — 9.2
Sustainable Development for poor people in developing countries through project

work, and think tank and stakeholder dialogue
Novartis research Educate the next generation of scientists and clinicians and 6 1.0 — 6.0
capacity—building programs improve research infrastructure in the developing world
Social business innovation

Social Businesszs Improve healthcare and medicine access in villages 563 4 503.8 239.2 —
Healthy Family in India, Kenya and Vietnam of developing countries for poor patients
Total 576 8118.6 239.2 15.2
Grand total 768 8 118.6 103 643.1 2 126.4

‘Full-time equivalent positions and contractors
2Operating costs
3Who|esa|e acquisition cost (WAC) plus logistics costs for some programs
‘Retail value for surgical products

5Last shipments of fixed-dose combination tablets to adult patients in Tanzania to complete TB drug donation
5Manufacturing costs
7Via training and service delivery
“People reached via training

For more information, updates and details on calculation methodology on access to healthcare programs, please see www.novartis.com/access.
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Staff nurse Ann Marie Ablett hugs patient Ruby Kahtun onboard
the ORB/S aircraft during the plane’s visit to Kolkata.
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DOING BUSINESS RESPONSIBLY

NEWS IN 2013

Novartis identified key areas of focus for corporate responsibility efforts — based on surveys and interviews with approximately
100 internal and external stakeholders — as the result of a best-in-class materiality assessment.

Novartis again outperformed all other pharmaceutical companies in Fortune's "World's Most Admired Companies” and Barron's
"World's Most Respected Companies” surveys. Novartis was one of only six pharmaceutical companies included in the Dow Jones
Sustainability World Index.

Novartis was recognized among the 25 best multinational employers by Great Place to Work” Institute based on workplace culture.

More than 9 000 associates joined the Global Corporate Challenge”, a 16-week workplace well-being competition. Thanks to their
efforts, Novartis ranked fourth most active out of 1200 companies globally. It was ranked most active in the healthcare and medical
sector and was also ranked most active in the continental Europe region.

Novartis launched Responsible Procurement, a new integrated approach to ethical issues in our supply chain including labor rights;
health, safety and environment; animal welfare; and anti-bribery. The risk-based approach focuses on new suppliers, offering a
framework for capability-building projects among selected suppliers.

The Novartis Environment and Energy Awards recognized projects that improve our environmental footprint. Associates submitted
130 projects for the 10"‘ anniversary of the awards; when implemented, these projects are expected to offer savings of USD 37 million
in resource and environmental costs, plus reductions in waste, energy, water use and greenhouse gas (GHG) emissions.

Novartis initiated the company's fourth carbon offset project, acquiring about 2300 hectares of farmland in Colombia to be planted
with native tree species. Forestry projects in Argentina and Mali delivered more than 96000 tons of certified carbon offsets, and the
China forestry project received UN registration as a Clean Development Mechanism project.

NOVARTIS GROUP ANNUAL REPORT 2013

DOING BUSINESS RESPONSIBLY UPHOLDING HIGH ETHICAL STANDARDS

At Novartis, we are committed to operating
our business in a way that earns the trust of
patients, customers, healthcare partners,
governments,shareholders and the commu-
nities in which we operate.

We continue to emphasize our deep
commitment to ethical conduct across all
our divisions.

In 2013, we invested in a comprehensive
awareness campaign to remind associates
of the ethical standards that all of us are

expected to maintain.
We also took steps to further expand

our environmental activities, including
investing in renewable forms of energy and
developing new forestry and agriculture
projects to help meet ambitious green-
house gas (GHG) emissions reduction
targets.

Our associates may encounter ethical dilem-
mas while conducting business and we work
hard to ensure that they have the protocols
and training to make the right decisions.

We have developed a very clear Code of
Conduct that reflects the continuing global
evolution of our business and the legal envi-
ronment. We train all associates annually on
the Code of Conduct to make certain they
know what to do when faced with a difficult
situation.

During the hiring process, we screen
potential job candidates by probingtheir pre-
vious experience in dealingwith ethical dilem-
mas and risks. And we carry out detailed vet-
ting of the resumes and qualifications of
applicants for certain senior roles and posi-
tions where there is a greater potential expo-
sure to ethical challenges.
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During the past year, public allegations
of a conflict of interest arose in Japan. We
conducted a review and then took immedi-

ate corrective actions, including reorganiz-
ing our Japanese management team and
establishing a Compliance Advisory Board
comprised of senior executives and exter-
nal experts. Collectively, these actions will
strengthen governance across the organi-
zation in Japan and ensure adherence to the
highest standards of ethics and compliance.

Novartis reacts promptly to allegations
of ethical transgressions, but we also act pro-
actively to prevent future problems. Follow-
ing media reports of bribery in the pharma-
ceutical industry in China, we promptly
initiated measures to further enhance com-

pliance with our Code of Conduct in China
and to strengthen the Chinese organiza-
tion's culture of performance with integrity.
These steps included enhanced financial
controls, tightened protocols for providing
fundingto healthcare organizations in China
and a review of salesforce incentives. They
ensure we are applying the same high stan-
dards for business practices in China that
we do across Novartis.

PROTECTING THE ENVIRONMENT

In 2013, we made progress toward achieving
the tough GHG emissions reduction targets
we set in 2010: reduce emissions by 15% by
2015 and 20% by 2020, against 2008 levels.
So far we have reduced GHG emissions by
243 kilotons (kt) to 1530 kt, a fall of 13.7%
since 2008. Energy efficiency measures and
renewable energy projects contributed 147 kt
or 8.3% of the reduction, with 96 kt- or 5.4%
— coming from carbon offsets from forestry
and agriculture projects in Argentina and Mali.

Novartis took steps during the year to
reduce GHG emissions of vehicles owned or

leased by Group companies. By selecting
more fuel-efficient cars and teaching drivers
to use them more effectively, Novartis aims

NOVARTIS GROUP ANNUAL REPORT 2013

to cut vehicle emissions by 20% by 2015,
based on 2010 levels.

Novartis company sites are audited reg-
ularly to assess energy use and to identify
potentialsavings,oroptionsfor using renew-
able energy — and we are seeing increased
opportunities to use cleaner energy and to
reduce energy costs.

Recently, a Sandoz plant in Rovereto,
Italy installed a USD 6 million biowaste recy-
cling facility to generate biogas, which fuels
a combined heat and power unit. The heat
produced is used for conventional waste
water treatment and for drying solid waste
before it is incinerated, which will save more

than USD 3 million in waste and energy
costs each year.

At our Pharmaceuticals Division US head-

quarters in East Hanover, New Jersey, a
canopy of solar panels shades the visitor
parking lot and generates electricity for use
on the site. In Basel, Switzerland, three new

buildings under construction will use the
thermal properties of the bedrock under-
neath the main campus to store heat in the
summer and recuperate it in winter —saving
energy and reducing the need to use river
water for cooling or air conditioning.

Novartis has also expanded several
projects that provide emission offsets. We
acquired about 2300 hectares of land to
reforest in Colombia. In China, we are plant-
ing 9 million trees on 4100 hectares of bar-
ren land in Szechuan province. During 2013,
we also increased the size of our jatropha
plantation in Mali to more than 5000 hect-
ares. The oily seeds of the jatropha shrub
are used to make biofuel and a natural

fertilizer. The project provides valuable addi-
tional income for rural farmers and creates

jobs with a local company.
Building on our success, we aim to con-

tinue to reduce GHG emissions — notwith-

standing significant increases in Novartis
product sales.
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A traditionally dressed Andean woman peers down the hallway
of the Hospital Regional del Cusco.
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INDEPENDENT ASSURANCE REPORT ON THE NOVARTIS CORPORATE RESPONSIBILITY REPORTING

TO THE AUDIT AND COMPLIANCE
COMMITTEE OF THE BOARD OF DIRECTORS
OF NOVARTIS AG, BASEL

We have been engaged to perform assurance
procedures to provide limited assurance on
aspects of the 2013 Corporate Responsi-
bility (CR) reporting of Novartis AG and its
consolidated subsidiaries (Novartis Group).

SCOPE AND SUBJECT MATTER

Our limited assurance engagement focused
on the following data and information dis-
closed in the consolidated CR reporting of
the Novartis Group for the year ended
December 31,2013:
— Reporting processes with respect to the CR

reporting and CR key figures as well asthe
related control environment in relation to

data aggregation of CR key figures.
—“Key performance indicators" on page

62, the “Novartis Access to Healthcare

Programs 2013" figures on page 66 and
the "Novartis Health, Safety and Environ-
ment (HSE) Data 2013" on page 73 as
published in the "Novartis Annual Report
2013" (CR indicators).

 

CRITERIA

The management reporting processes with
respect to the CR reporting and CR key fig-
ures were assessed against Novartis Group
internal policies and procedures, as set forth
in the following:
— Corporate Citizenship (CC) Policy includ-

ing CC Guidelines andthe Code ofConduct.
— Procedures, bywhich CRand Health,Safety

and Environment (HSE) data is gathered,
collated and aggregated internally.

The accuracy and completeness of CR indi-
cators are subject to inherent limitations
given their nature and methods for determin-
ing, calculating and estimating such data.
Our Assurance Report should therefore be

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY

read in connection with Novartis Group
guidelines, definitions and procedures on
the reporting of its CR performance.

RESPONSIBILITIES AND METHODOLOGY

The Board of Directors of Novartis AG is

responsible for both the subject matter and
the criteria as well as for selection, prepara-
tion and presentation of the selected infor-
mation in accordance with the criteria. Our

responsibility is to form an independent
opinion, based on our limited assurance
procedures, on whether anything has come
to our attention to indicate that the CR indi-

cators are not stated, in all material respects,
in accordance with the reporting criteria.

 

We planned and performed our procedures
in accordance with the International Standard

on Assurance Engagements (ISAE 3000)
"Assurance engagements other than audits
or reviews of historical financial informa-

tion." This standard requires that we comply
with ethical requirements including indepen-
dence requirements and plan and perform
the assurance engagement to obtain limited
assurance on the identified CR indicators.

The nature,timingand extent of limited assur-
ance engagement procedures for gathering
sufficient appropriate evidence are deliber-
ately limited relative to a reasonable assur-
ance engagement.

SUMMARY OF WORK PERFORMED

Our assurance procedures included the
following:
— Evaluation of the application of Group

guidelines
Reviewing application of the Novartis
Group internal CR reporting guidelines.

— Management inquiry
Interviewing personnel responsible for
internal reporting and data collection at
Group, divisional and local level.
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— Assessment of key figures
Performing tests on a sample basis of evi-
dence supporting selected HSE data con-
cerning completeness, accuracy, adequacy
and consistency.

— Inspection of documentation and analy-
sis of relevant policies and principles
Inspecting relevant documentation on a
sample basis, including Group CR poli-
cies, management reporting structures
and documentation.

— Assessment of the processes and data
consolidation

Reviewing the management reporting pro-
cesses for CR reporting and assessing the
consolidation process of data at Group level.

We have not carried out any work on data
otherthan outlined in the scope and subject
matter section as defined above. We believe
that the evidence we have obtained is suffi-

cient and appropriate to provide a basis for
our assurance conclusions.

LIMITED ASSURANCE CONCLUSION

Based on our work described in this report,
nothing has come to ourattention that causes
us to believe that the data and information

outlined in the scope and subject matter
section has not been prepared, in all material
aspects, in accordance with Novartis Group
internal policies and procedures.

 

J-
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Basel, January 28, 2014
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SUMMARY OF OUR CORPORATE GOVERNANCE REGIME

GOVERNANCE BODIES (AS FROM JANUARY 1, 2014)

GENERAL MEETING OF THE SHAREHOLDERS (“AGM")

Approves annual report and financial statements, decides appropriation
of available earnings and dividend, elects Board members and External Audi ors

BOARD OF DIRECTORS

 
GOVERNANCE,

NOMINATION AND
CORPORATE

RESPONSIBILITIES
COMMITTEE

AUDIT AND
COMPLIANCE
COMMITTEE

COMPENSATION
COMMITTEE

RESEARCH &
DEVELOPMENT

COMMITTEE

EXTERNAL AUDITORS

Opines on compliance of financial
statements with applicable

standards and on effectiveness
of internal controls over

financial reporting

RISK
COMMITTEE

Sets strategic direction of Novartis, appoints and oversees
key executives, approves major transactions and investments

EXECUTIVE COMMITTEE

 DEAL
COMMITTEE

DISCLOSURE
COMMITTEE 

 
 
 
 

Responsible for operational management of Novartis

LEADERSHIP sTRucTuRE

Independent, non-executive Chairman and separate CEO

BOARD GOVERNANCE

sTRucTuRE (AS PER JANUARY 1, 2014)

Independence: All Board members are independent. Board Com-
mittees: The Board has delegated certain of its duties to five Board
Committees:

— Audit and Compliance Committee
— Compensation Committee
— Governance, Nomination and Corporate Responsibilities

Committee

— Research & Development Committee
— Risk Committee

COMPOSITION

The Novartis Board of Directors is diverse in terms of education,

experience, geographical origin and interpersonal skills. The
biographieef the Board members (pages 93-97) set out their

particular qualifications.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE
Letter from the Chairman | Summary of our Corporate Governance Regime

PRocEssEs

The processes of the Board have a decisive influence on the effec-
tiveness of the Board. The Board has implemented best practices
for all such processes. Important elements include the agenda of
Board meetings (making sure that the Board deals with all import-
ant topics), information submitted to the Board (ensuring that the
Board receives sufficient information from management to per-
form its supervisory duty and to make decisions that are reserved
for the Board) and Board room behavior (ensuring an efficient and
balanced decision-making process).

SHAREHOLDER RIGHTS

Each share registered entitles the holder to one vote at General
Meetings. The General Meeting passes resolutions and elections
with the absolute majority of the votes represented at the meeting:
The approval of two-thirds of the votes represented at the meeting
is required by law for certain important resolutions.

Shareholders with 10% of the share capital may request an
extraordinary General Meeting of shareholders and shareholders
having shares with an aggregate nominal value of CHF 1 million can
put items on the agenda of a General Meeting of shareholders.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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ADR holders exercise their voting rights by instructing the deposi-
tary to exercise their voting rights. Each ADR represents one Novartis
share.

SHARE REPURCHASE PROGRAMS

Novartis began repurchasing its shares in 1999. Since then, five
share repurchase programs have been completed with the repur-
chase ofshares worth CHF 19 billion. Shares repurchased underthe
first program were not cancelled. However, shares repurchased
under the other four programs were cancelled. At the Annual Gen-
eral Meeting in February 2008, shareholders authorized the Board
of Directors to launch a sixth program to repurchase shares up to a
maximum amount of CHF 10 billion via a second trading line on the
SIX Swiss Exchange. In 2008, a total of six million shares were repur-
chased at an average price of CHF 49.42 per share and cancelled.
The share repurchase program was suspended in April 2008 in favor
of debt repayment. In December 2010, the Board of Directors
announced the reactivation of the share repurchase program to min-
imize dilution to existing Novartis shareholders in connection with
the proposed merger ofAlcon, Inc. into Novartis. In 2011, 39 430 000
shares were repurchased at an average price of CHF 52.81 per share
and cancelled. In 2012, no shares were repurchased. On November
22, 2013, Novartis announced to buy back shares via the second
trading line of up to USD 5 billion spread over two years. Until year-
end 2013, 2 160 000 shares were repurchased at an average price
of CHF 70.58 per share under the share repurchase program.

CHANGES IN SHARE CAPITAL

During the last three years, the following changes took place to the
share capital of Novartis:

In 2011, for the purpose of completing the merger of Alcon, Inc.
into Novartis AG, the share capital was increased by CHF 54 mil-
lion, from CHF 1 318 811 500 to CHF 1 372 811 500, through the
issuance of 108 000 000 fully paid-in registered shares with a nom-
inal value of CHF 0.50 each.

In 2012, Novartis reduced its share capital by CHF 19.7 million,
from CHF 1 372 811 500 to CHF 1 353 096 500 by cancelling 39.43
million shares repurchased on the second trading line during 2011.
In 2013, there were no changes to the share capital of Novartis.
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Atable with additional information on changes in the Novartis share
capital can be found in Note 6 to the Financial Statements of

NovartiAG.

CONVERTIBLE on EXCHANGEABLE SECURITIES

Novartis has not issued convertible or exchangeable bonds,
warrantsuptions or other securities granting rights to Novartis

shares, other than options granted to associates as an element of
compensation.

SHAREHOLDINGS

SIGNIFICANT SHAREHOLDERS

According to the share register, as of December 31, 2013, the
followingagistered shareholders (including nominees and the ADS

depositary) held more than 2% of the total share capital of Novartis
with the right to vote these shares:1
— Shareholders: Novartis Foundation for Employee Participation, with

its registered office in Basel, Switzerland, holding 3.0%; and Ema-
san AG, with its registered office in Basel, Switzerland, holding 3.3%;

— Nominees: JPMorgan Chase Bank, New York, holding 11.1%; Nor-
trust Nominees, London, holding 3.2%; and The Bank of New
York Mellon, New York, holding 4.6% through its nominees, Mellon
Bank, Everett, (2.8%) and The Bank of New York Mellon, Brussels,
Belgium, (1.8%); and

— ADS depositary: JPMorgan Chase Bank, New York, holding 11.7%.

1 Excluding 4.9% of the share capital held by Novartis AG and its subsidiaries (excluding
foundations) as treasury shares

Accordingto a disclosure notification filed with Novartis AG, Norges
Bank (Central Bank of Norway), Oslo, Norway, held 2.03% of the
share capital of Novartis AG as of December 31, 2013.

According to disclosure notifications filed with Novartis AG and
the SIX Swiss Exchange, each of the following shareholders held
between 3% and 5% of the share capital of Novartis AG as of
December 31,2013:

— Capital Group Companies, Inc., Los Angeles, USA
— B|ackRock, Inc., New York, USA

Disclosure notifications pertaining to shareholdings in Novartis AG
that were filed with Novartis AG and the SIX Swiss Exchange are
published on the latter's electronic publication platform, and can
be accessed via the database search page:
http://www.six-exchange-regulation.com/obligations/disclosure/
major_shareholders_en.htmI

Novartis has not entered into any agreement with any share-
holder regarding the voting or holding of Novartis shares.
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In addition, the law provides for a special quorum also for other
resolutions, such as, for example, for a merger or spin-off.

OTHER SHAREHOLDER RIGHTS

Shareholders representing at least 10% of the share capital may
request that an extraordinary General Meeting of shareholders be
convened. Shareholders representingshares with an aggregate nom-
inal value of at least CHF 1 million may request that an item be
included in the agenda of a General Meeting of shareholders. Such
requests must be made in writing at least 45 days before the date
of the General Meeting, specify the item to be included in the agenda
and contain the proposal on which the shareholder requests a vote.

Shareholders have the right to receive dividends, to vote and
hold such other rights as granted under Swiss Law. Shareholders
can vote their shares by themselves or appoint another shareholder,
the corporate proxy, the independent proxy or a custody proxy as
proxy. As from the General Meeting 2014 the corporate proxy and
the custody proxy are abolished. Shareholders that do not want to
vote their shares by themselves, can then either appoint another
shareholder or the independent proxy as a proxy. The right to vote
and other rights associated with a registered share may only be
exercised by a shareholder, usufructuary or nominee who is regis-
tered in the Novartis share register.

SHAREHOLDER REGISTRATION

No restrictions apply on the transferability of Novartis shares. How-
ever, only shareholders registered in the Novartis share register
may exercise their voting rights. In order to be registered, a share-
holder must declare that he or she acquired the shares in his or
her own name and for his or her own account. The Articles of Incor-

poration provide that the Board of Directors may register nomi-
nees with the right to vote. For restrictions on registration of nom-
inees, please see below.

The Articles of Incorporation provide that no shareholder shall
be registered with the right to vote for more than 2% of the regis-
tered share capital. The Board of Directors may, upon request,
grant an exemption from this restriction. When considering the
grant of an exemption, particular consideration will be given as to
whether the shareholder supports the Board of Directors in creat-
ing sustainable value and has a long-term investment horizon. In
2013, no exemptions were requested. Exemptions are in force for
the registered Significant Shareholders listed under — Our Share-
holders — Shareholdings — Significant Shareholders, and for Norges
Bank (Central Bank of Norway), Oslo.

The same restrictions apply to holders of ADRs as those hold-
ing Novartis shares.

Given that shareholder representation at General Meetings has
traditionally been low in Switzerland, Novartis considers the restric-
tion on registration necessary to prevent a minority shareholder
from dominating a General Meeting.
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The Articles of Incorporation provide that no nominee shall be
registered with the right to vote for more than 0.5% of the regis-
tered share capital. The Board of Directors may, upon request,
grant an exemption from this restriction if the nominee discloses
the names, addresses and the number of shares of the persons for
whose account it holds 0.5% or more of the registered share cap-
ital. Exemptions are in force for the nominees listed under — Our
Shareholders — Shareholdings — Significant Shareholders.

The same restrictions apply to holders of ADRs as those hold-
ing Novartis shares.

The restrictions on registration contained in the Articles of
Incorporation may only be removed by a resolution of the General
Meeting of shareholders, with approval of at least two-thirds of the
votes represented at the meeting.

Shareholders, ADR holders or nominees that are linked to each
other or act in concert to circumvent the restrictions on registra-
tion are treated as one person or nominee for the purposes of the
restrictions on registration.

No RESTRICTION ON TRADING or SHARES

The registration of shareholders in the Novartis share register or
in the ADR register kept by JPMorgan Chase Bank does not affect
the tradability of Novartis shares or ADRs. No restrictions are
imposed by Novartis or JPMorgan Chase Bank on the trading of
registered Novartis shares or ADRs. Registered Novartis sharehold-
ers or ADR holders may, therefore, purchase or sell their Novartis
shares or ADRs at any time, including prior to a General Meeting
regardless of the record date. The record date serves only to deter-
mine the right to vote at a General Meeting of Novartis.

CHANGE-OF-CONTROL PROVISIONS

No OPTING UP, No OPTING OUT

The Swiss Stock Exchange Act provides that anyone who, directly,
indirectly or acting in concert with third parties, acquires equity
securities exceeding 33 1/3% of the voting rights of a company —
whether or not such rights are exercisable — is required to make
an offer to acquire all listed equity securities of that company. A
company may raise this threshold to 49% ofthe voting rights ("opt-
ing up”) or may, under certain circumstances, waive the threshold
("opting out”). Novartis has not adopted any such measures.

CHANGE-OF-CONTROL cLAusEs

There are no change-of-control clauses (including no "golden para-
chutes,” special provisions on the cancellation of contractual arrange-
ments, agreements concerning special notice periods or long-term
contracts exceeding 12 months, waivers of lock-up periods for
options, shorter vesting periods, and no additional contributions to
pension funds) benefiting Board members. With respect to mem-
bers of the Executive Committee, see below under — Our Manage-
ment — Contracts with Members of the Executive Committee.
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OUR BOARD OF DIRECTORS

COMPOSITION OF THE BOARD OF DIRECTORS AND ITS COMMITTEES (AS PER DECEMBER 31, 2013)

 
As of January 1, 2014, the Chairman’s Committee has been

disbandeda, new Research & Development Committee has been
created, and the mandate of the Corporate Governance and Nom-
ination Committee (renamed "Governance, Nomination and Cor-

THE BOARD OF DIRECTORS AND ITS COMMITTEES (AS PER JANUARY 1, 2014)

NOVARTIS GROUP ANNUAL REPORT 2013

porate Responsibilities Committee”) has been amended to cover
corporate responsibility matters. The membership of all Board
committees will be determined by the Board of Directors effective
February 25, 2014.
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ELECTION AND TERM OF OFFICE

All Board members are elected individually.
Board members are elected to terms of office of three years or

less by shareholders at General Meetings. As from 2014, our Board
members will be re-elected annually. Under Swiss law, a General
Meeting of shareholders is entitled to remove any Board member
at any time, regardless of his or her remaining term of office.

BOARD MEMBER QUALIFICATIONS

The Corporate Governance and Nomination Committee determines
the criteria for the selection of Board members and Board com-

mittee members. Factors considered include skills and knowledge,
diversity of viewpoints, professional backgrounds and expertise,
business and other experience relevant to the business of Novartis,
the ability and willingness to commit adequate time and effort to
Board and committee responsibilities, the extent to which person-
ality, background, expertise, knowledge and experience will enable
them to interact with other Board members to build an effective

and complementary Board, and whether existing board member-
ships or other positions held by a candidate could lead to a conflict
of interest.

The biographies of the Board members (pages 93-97) set out
the particular qualifications that led the Board of Directors to

The average tenure of Board members is seven years and the
average age is 61. A Board member must retire after reaching the
age limit of 70. Under special circumstances, shareholders may
grant an exemption from this rule and re-elect a Board member
for additional terms of office. There is no mandatory term limit for
Board members, so as not to lose the value ofthe insight and knowl-
edge of Novartis' operations and practices that long-serving board
members have developed.

 
conclude that a Board member is qualified to serve on the Board
of Directors, creating a Board that today is diverse in terms of back-
ground, qualifications, interests and skills.

BOARD DIVERSITY

The diversity of a board of directors is a critical success factor for
its effectiveness. Thus, when the Corporate Governance and Nom-
ination Committee identifies new Board member candidates to

propose to the shareholders for election, the maintenance and
improvement of the diversity of the Board is an important crite-
rion. The Board's aspiration is to have a diverse Board in all aspects
of diversity. This includes diversity in terms of geographic origin,
background, gender, race, faith, education, experience, viewpoint,
interests and technical and interpersonal skills.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE
Our Board of Directors

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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Number of meetings held
in 2013/approximate average
duration (hrs) of each meeting

Responsibilities Membership comprises Attendance Link

THE RISK COMMITTEE 4/2.15

The primary responsibilities of this committee include: Andreas van Plantal 4 Charter of the Risk Committee
— Ensuring that Novartis has implemented an appropriate and effective Srikant Datar 4

risk management system and process; Ann Fudge 4 http://www.novartis.com/
— Ensuring that all necessary steps are taken to foster a culture Ulrich Lehner 4 corporate—governance

of risk—adjusted decision making without constraining reasonable Wendelin Wiedeking 4
risk—taking and innovation;

— Approving guidelines and reviewing policies and processes; and
— Reviewing with management, internal auditors and external auditors

the identification, prioritization and management of the risks, the
accountabilities and roles of the functions involved with risk management,
the risk portfolio and the related actions implemented by management.

The Risk Committee has the authority to retain
external consultants and other advisors.

THE COMPENSATION COMMITTEE 6/2.30

The primary responsibilities of this committee include: Enrico Vanni 1 6 Charter of the
— Designing, reviewing and recommending to the Board compensation William Brody 6 Compensation Committee

policies and programs; Srikant Datar 5
— Advising the Board on the compensation of the Board members; Ann Fudge? 4 http://www.novartis.com/
— Approving the employment terms of key executives; Ulrich Lehner 6 corporate—governance
— Deciding on the variable compensation of the Chief Executive Officer,

the members of the Executive Committee and other key executives
for the past year; and

— Deciding on the base salary and the total target compensation
of the Chief Executive Officer, the members of the Executive Committee
and other key executives for the coming year.

The Compensation Committee has the authority to retain external
consultants and other advisors.

THE CORPORATE GOVERNANCE AND
NOMINATION COMMITTEE 4/2.15

The primary responsibilities of this committee include: Pierre Landoltl 4 Charter of the Corporate
— Designing, reviewing and recommending to the Board corporate Ann Fudge 4 Governance and Nomination

governance principles; Ulrich Lehner 3 Committee
— Reviewing on a regular basis the Articles of Incorporation with a view Andreas von Planta 3

to reinforcing shareholder rights; Wendelin Wiedeking 3 http://www.novartis.com/
— Reviewing on a regular basis the composition and size of the Board Rolf M. Zinkernagel 4 corporate—governance

and its committees;
— Reviewing annually the independence status of each Board member;
— Reviewing directorships and agreements of Board members for

conflicts of interest and dealing with conflicts of interest;
— Identifying candidates for election as Board member;
— Assessing existing Board members and recommending to the Board

whether they should stand for re—election;
— Preparing and reviewing the succession plan for the CEO; and
— Developing and reviewing an orientation program for new Board members

and an ongoing education plan for existing Board members.
The Corporate Governance and Nomination Committee has the authority
to retain external consultants and other advisors.

‘Chair
2Since February 2013

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE
Our Board of Directors

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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THE FUNCTIONING OF THE BOARD OF DIRECTORS MEETINGS OF THE BOARD OF DIRECTORS

The Novartis Board of Directors takes decisions as a whole, sup-
ported by its five Board committees. Each Board committee has
a written charter outlining its duties and responsibilities and is led
by a Chair elected by the Board of Directors.

The Board of Directors and its Board committees meet regu-
larly throughout the year. The Chairs set the agendas of their meet-
ings. Any Board member may request a Board meeting, a meeting
of a Board committee or the inclusion of an item on the agenda of
such meetings. Board members are provided, in advance of meet-
ings, with materials intended to prepare them to discuss the items
on the agenda.

THE CHAIRMAN

Joerg Reinhardt has been acting as independent, non-executive
Chairman since August 1, 2013. He was the Board's preferred can-
didate for the position, ideally combining industry and Novartis
experience while being independent in character and judgment
and meeting Novartis’ independence criteria.

In his role as independent, non-executive Chairman Joerg
Reinhardt:

— provides leadership to the Board of Directors in its governance
role;

— supports and advises the Chief Executive Officer;
—ensures effective succession plans on Board and Executive

Committelevel;
— ensures that the Board and its committees work effectively;
— sets the agenda, style and tone of the Board discussions, pro-

moting a constructive debate and effective decision-making;
—supported by the Corporate Governance and Nomination

Committee, ensures that all Board committees are properly
established, composed and operated;

— ensures that the performance of the Board is evaluated on an
annual basis;

— ensures introduction programs for new Board members and con-
tinuing education for all Board members;

— ensures effective communication with Novartis’ shareholders;
and

— promotes effective relationships and communications between
the Board members and the members of the Group Executive
Committee.

NOVARTIS GROUP ANNUAL REPORT 2013

The Board of Directors has meetings with the members of the
Executivaommittee as well as private meetings without members

of the Executive Committee.

In 2013, there were 12 meetings of the Board of Directors. Given
that as of February 1, 2013 all Board members were independent,
no separate meetings of the independent Board members were
held after February 1, 2013.

During 2013, the agendas for Board meetings, among other
topics, included the following topics: annual report and media
release, agenda forthe Annual General Meeting, grouptargets, per-
sonal objectives of the Chief Executive Officer (January meeting),
pipeline update and M&A and BD&L review (April meeting), strat-
egy (separate, dedicated 3 day meeting in August), financial and
business reviews (at each meeting), and major projects, and invest-
ments and transactions (when required).

Topics addressed in private meetings included performance
evaluation of top management (January meeting), succession plan-
ning (August meeting) and Board self-evaluation (January
meeting).

DR. DANIEL VASELLA

Dr. Daniel Vasella, the former Chairman, has been appointed Hon-
orary Chairman in recognition of his significant achievements for
Novartis. There are no rights associated with this role, and Dr. Vasella
does not attend Board meetings. No compensation is provided in
relation to this role other than administrative support and security
which are usual and customary for a position of this nature.

In addition, based on a consulting agreement effective until the
end of 2016, Dr. Vasella is available to Novartis, at Novartis’ request
and discretion, to provide specific consulting services, in particu-
lar coaching of high potential associates of Novartis, allowing

Novartils) benefit from his knowledge and long-term experience
in shaping Novartis. Dr. Vasella will not have any influence on the
Board or on the management of Novartis.
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INDEPENDENCE OF BOARD MEMBERS RELATIONSHIP OF NON-EXECUTIVE BOARD MEMBERS WITH NOVARTIS

The independence of Board members is a key corporate gover-
nance issue. Accordingly, Novartis established independence

criteriinat are intended to reflect international best-practice stan-
dards. These independence criteria can be found on the Novartis
website:

www.novartis.com/investors/governance-documents.shtml

— The Novartis independence criteria require that the majority of
Board members and any member of the Audit and Compliance
Committee, the Compensation Committee and the Corporate
Governance and Nomination Committee meet the Novartis inde-

pendence criteria. In summary, these include, inter alia, (i) a Board
member not having received compensation of more than
USD 120 000 per year from Novartis, except for Board Compen-
sation, (ii) a Board member not having been within the last three
years an employee of Novartis, (iii) a family member not having
been within the last three years an executive officer of Novartis,
(iv) a Board member or a family member not being employed by
the auditor of Novartis, (v) a Board member or a family member
not being a board member, employee, or 10% shareholder of an
enterprise, that has made payments to, or received payments
from, Novartis, in excess of the greater of USD 1 million or 2%
of that enterprise's gross revenues.

— In addition, the Board members are bound by the Novartis
Confliolf Interest Policy which guarantees that a Board member's

potential personal interests cannot influence the decision making
of the Board of Directors.

— The Corporate Governance and Nomination Committee annually
submits to the Board of Directors a proposal concerning the
determination of the independence of each Board member. For
this assessment, the Committee considers all relevant facts and

circumstances of which it is aware — not only the explicit formal
independence criteria. This includes an assessment of whether
a Board member is truly independent, in character and judgment,
from any member of the top management and from any of his/
her current or former colleagues.

— In its meeting of December 13, 2013, the Board of Directors deter-
mined that all of its members are independent. The Board of
Directors has delegated Rolf M. Zinkernagel, M.D., to the Scien-
tific Advisory Board of the Novartis Institute for Tropical Diseases
(NITD), and both Dr. Zinkernagel, M.D. and William Brody, M.D.,
Ph.D. to the Board of Directors of the Genomics Institute of the

Novartis Research Foundation (GNF). The Board of Directors con-
cluded that these activities are supervisory and not consultatory
in nature and do not affect Dr. Zinkernage|'s or Dr. Brody's inde-
pendence as a Board member.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE
Our Board of Directors

None of the Board members is or was a member of the manage-
ment of Novartis AG or of any other Novartis Group company in
the three financial years until and including 2013.

There are no significant business relationships of any Board
member with Novartis AG or with any other Novartis Group
company.

PERFORMANCE AND EFFECTIVENESS EVALUATION OF THE BOARD

PROCESS

Every year the Board conducts an evaluation of its performance
and effectiveness. The process is kicked-off by each Board mem-
ber completing a questionnaire on the performance and effective-
ness of the Board and of each Board committee of which he/she

is a member. This is then the basis for a deep, qualitative review
of the Board's performance. The review is led by the Chairman who
holds individual discussions with each Board member, followed-up
by discussions by the full Board and by each Board Committee.
Identified gaps and shortcomings are recorded and related reme-
diation actions are agreed.

The performance and effectiveness evaluation includes an
assessment of the ability and willingness of each Board member
to commit adequate time and effort to Board and committee
responsibilities as provided for in the Charter of the Corporate Gov-
ernance and Nomination Committee.

On a regular basis this internal process is extended to cover
individual Board member assessments and/or the process is con-
ducted by an independent outside consultant.

The results of the 2013 performance and effectiveness evalu-
ation were discussed at the January 2014 meeting of the Board. It
was concluded that the Board of Directors and its committees oper-
ate effectively. Progress in a number of areas was noted, including
expanding and deepening shareholder engagement. There is room
for further improvement in a number of areas including strength-
ening the geographic and gender diversity of the Board.

CONTENT

The performance review examines the performance and effective-
ness, and strengths and weaknesses of individual Board members,
and of the full Board and each Board committee. The review

includes composition, structure, processes, tasks and governance
of the Board and its committees, effectiveness of meetings, behav-
ior, team dynamics and interactions, quality of briefing materials
and presentations, follow-up actions on decisions, relationship to
senior management and the role and leadership of the Chairman.
The list of performance criteria is customized for each committee,
addressing its specific tasks and responsibilities.
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INFORMATION AND CONTROL SYSTEMS OF THE BOARD OF DIRECTORS
VIS-A-VIS MANAGEMENT

INFORMATION ON THE MANAGEMENT

The Board of Directors ensures that it receives sufficient informa-

tion from the Executive Committee to perform its supervisory duty
and to make decisions that are reserved for the Board of Directors.

The authority of the Board of Directors to determine the compen-
sation of the members of the Executive Committee is an import-
ant element to ensure the alignment of Executive Committee mem-
bers with the interests of Novartis and its shareholders.

The Board of Directors obtains the information required to perform
its duties through several means:
—the Chief Executive Officer informs the Board regularly about

currerdevelopments;
— the minutes of Executive Committee meetings are made avail-

able to the Board members;

— meetings or teleconferences are held as required between Board
members and the Chief Executive Officer;

— the Board of Directors regularly meets with all members of the
Executive Committee;

— the Board of Directors is updated in detail by each Division Head
on a quarterly basis;

— by invitation, other members of management are invited to attend
Board meetings to report on areas of the business within their
responsibility; and

— Board members are entitled to request information from mem-
bers of the Executive Committee or any other Novartis associate,
and may also visit any Novartis site.

BOARD coMMITTEEs

Board committees regularly meet with management and, at times,
outside consultants to reviewthe business, better understand appli-
cable laws and policies affecting the Group and support the Board
of Directors and the management in meetingthe requirements and
expectations of stakeholders and shareholders.

In particular, the Chief Financial Officer, the Group General
Counsel and representatives of the external auditors are invited to
meetings of the Audit and Compliance Committee. Furthermore,
the Heads of Internal Audit, Financial Reporting and Accounting,
Compliance, Quality as well as the Business Practices Officers,
report on a regular basis to the Audit and Compliance Committee.

The Audit and Compliance Committee reviews financial report-
ing processes on behalf of the Board of Directors. For each quar-
terly and annual release of financial information, the Disclosure
Review Committee reviews the release for accuracy and complete-
ness of disclosures. The Disclosure Review Committee is chaired

NOVARTIS GROUP ANNUAL REPORT 2013

by the Chief Financial Officer and is attended by the Chief Execu-
tive Officer, the Group General Counsel, the Heads of the Divisions,
the Heads of Finance of the Divisions and the Heads of the follow-

ing Corporate Functions: Treasury, Tax, Financial Reporting and
Accounting, Internal Audit and Investor Relations. Decisions made
by the Disclosure Review Committee are reviewed by the Audit and

Compliancéommittee before publication of the quarterly and
annual releases.

The Risk Committee oversees the risk management system and
processes, as well as reviews the risk portfolio of the Group to
ensure appropriate and professional management of the risks. For
this purpose the Corporate Risk Management function and the
risk owners of the Divisions report on a regular basis to the Risk
Committee. The Group General Counsel and the Head of Internal
Audit are also invited to the meetings.

NOvARTIs MANAGEMENT INFORMATION sYsTEM

Novartis produces comprehensive consolidated financial state-
ments on a monthly basis for the total Group and its divisions.
These are typically available within ten days ofthe end of the month
and include the following:
—conso|idated income statement of the month, quarter-to-date

and year-to-date in accordance with International Financial
Reporting Standards (IFRS), as well as adjustments to arrive at
Core results as defined by Novartis. The IFRS and Core figures
are compared to the prior year period and targets in both USD
and on a constant currency basis;

— consolidated balance sheet as of the month end in accordance

with IFRS in USD;
— consolidated cash flow on a monthly, quarter-to-date and year-

to-date basis in accordance with IFRS in USD; and
—supplementary data on a monthly, quarterly and year-to-date

basis such as free cash flow and gross and net liquidity, head-
count, personnel costs, working capital, earnings per share and
economic value added as defined by Novartis and on a USD basis
where applicable.

The above information is made available to the members of the

Board on a monthly basis. An analysis of the key deviations from
prior year or target is also provided.

The Board also receives on a quarterly basis an outlook of the
full year results in accordance with IFRS and Core, together with
related commentary prior to the release of the quarterly results.

On an annual basis, in the fourth quarter of the year, the Board
receives and approves the operating and financial targets for the
following year.
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In the middle of the year, the Board also reviews and approves
the Strategic Plan for the next five years and the consolidated
income statement in USD in accordance with IFRS and Core (as
defined by Novartis) contained in the Plan.

The Board does not have direct access to Novartis' financial

and management reporting systems but can at any time request
more detailed financial information on any aspectthat is presented
to it.

INTERNAL AUDIT

The Internal Audit function carries out operational and system
audits in accordance with an audit plan approved by the Audit and
Compliance Committee; assists organizational units in the accom-
plishment of objectives by providing an independent approach to
the evaluation, improvement and effectiveness oftheir internal con-
trol framework; prepares reports regarding the audits it has

performedgnd reports actual or suspected irregularities to the
Audit and Compliance Committee and the CEO. The Audit and Com-
pliance Committee regularly reviews the scope of Internal Audit,
the audit plans and the results of the internal audits.

RISK MANAGEMENT

The Corporate Risk Management function is overseen by the inde-
pendent Risk Committee of the Board of Directors. The Compen-
sation Committee works closely with the Risk Committee to ensure
that the compensation system does not lead to excessive risk-tak-
ing by management (for details see our Compensation Report).

Organizational and process measures have been designed to
identify and mitigate risks at an early stage. Organizationally, the
individual divisions are responsible for risk and risk mitigation, with
specialized corporate functions, such as Group Finance, Group
Quality Operations, Corporate Health, Safety, Environment, Busi-
ness Continuity and Compliance, providing support and controlling
the effectiveness of risk management by the Divisions in these
respective areas.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE
Our Board of Directors

RELATIONS WITH SHAREHOLDERS

Communication with shareholders allows the shareholders to be

better informed on Novartis’ strategy, business operations and
governance, and the Board to learn about expectations and

concernsf the shareholders and to address these.

The CEO, with the CFO and the investor relations team, sup-
ported by the Chairman, is responsible for ensuring effective com-
munication with shareholders.

Novartis communicates with its shareholders through the
Annual General Meeting, meetings with groups of shareholders or
with individual shareholders and through written or electronic com-
munication with shareholders.

At the Annual General Meeting the Chairman, the CEO and other
members of the Executive Committee and representatives of the
external auditors are present and can answer questions of share-
holders. Other meetings with shareholders may be attended by the
Chairman, CEO, CFO, members of the Executive Committee and
other members of senior management.

Topics discussed with shareholders may include strategy, busi-
ness performance and corporate governance.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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BOARD OF DIRECTORS

MEMBERS HONORARY CHAIRMEN

Joerg Reinhardt, Ph.D. Verena A. Briner, M.D. Andreas von Planta, Ph.D. Alex K.-auer, Ph.D
Chairman Swiss, age 62 Swiss, age 58 Daniel Vaseua M_D_
German, age 57 ’

Ulrich Lehner, Ph.D.
Vice Chairman
German, age 67

Enrico Vanni, Ph.D.
Vice-Chairman
Swiss, age 62

Dimitri Azar, M.D., MBA
American, age 54

NOVARTIS GROUP ANNUAL REPORT 2013

William Brody, M.D., Ph.D
American, age 69

Srikant Datar, Ph.D.
American, age 60

Ann Fudge
American, age 62

Pierre Landolt, Ph.D.
Swiss, age 66

charles L. Sawyers, M.D.
American, age 54

Dr. lng. Wendelin Wiedeking
German, age 61

William T. Winters
British/American, age 52

Rolf M. Zinkernagel, M.D.
Swiss, age 69

CORPORATE SECRETARY

Charlotte Pamer-Wieser, Ph.D.
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OUR MANAGEMENT

COMPOSITION OF THE EXECUTIVE COMMITTEE

 
ROLE AND FUNCTIONING OF THE EXECUTIVE COMMITTEE

The Executive Committee is headed by the Chief Executive Officer.
The members of the Executive Committee are appointed by the
Board of Directors.

The organizational structure and the details of the responsibil-
ity of the Executive Committee are set forth in the Board Regula-
tions (www.novartis.com/corporate-governance).

The Board of Directors has not concluded any contracts with
third parties to manage the business.

NOVARTIS GROUP ANNUAL REPORT 2013

The Board of Directors has delegated to the Executive Committee
the overall responsibility for and oversight over the operational
management of Novartis. This includes:
— Developing policies, strategies and strategic plans for approval

by the Board of Directors and implementing those approved by
the Board of Directors;

— Submittingto the Board of Directors and its committees proposed
changes in management positions of material significance, invest-
ments, financial measures, acquisitions or divestitures, contracts
of material significance and budgets;

— Preparing and submitting quarterly and annual reports to the
Board of Directors or its committees;

— Informing the Board of Directors of all matters of fundamental
significance to the businesses;

— Recruiting, appointing and promoting senior management;
— Ensuring the efficient operation of the Group and achievement

of optimized results;
— Promoting an active internal and external communications policy;

and

— Dealing with any other matters as are delegated by the Board of
Directors to the Executive Committee.
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THE CHIEF EXECUTIVE OFFICER

The Chief Executive Officer, in addition to other duties that may be
assigned to him by the Board of Directors:
— leads the Executive Committee, building and maintaining an

effective executive team; and, together with the Executive
Committee:

— is responsible for the operational management of Novartis;
— develops strategy proposals for recommendation to the Board

and ensures that agreed strategies are implemented;
— plans human resourcing to ensure that Novartis has the capabil-

ities and resources required to achieve its plans;
— develops an organizational structure and establishes processes

and systems to ensure the efficient organization of resources;
—ensures that financial results, business strategies and, where

appropriate, targets and milestones are communicated to the
investment community, and, generally develops and promotes
an effective communication with shareholders and other

stakeholders;

—ensures that the business performance is consistent with the
business principles and with legal and ethical standards;

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE
Our Management

— ensures that robust management succession and management
development plans are in place and presented to the Board from
time to time;

— develops processes and structures to ensure that capital invest-
ment proposals are reviewed thoroughly, that associated risks
are identified and appropriate steps taken to manage the risks;

— develops and maintains an effective framework of internal con-
trols over risk in relation to all business activities including
Novartis’ trading activities; and

—ensures that the flow of information to the Board is accurate,

timely and clear.

CONTRACTS WITH MEMBERS OF THE EXECUTIVE COMMITTEE

In accordance with good corporate governance, employment con-
tracts with members of the Executive Committee do not contain

unusually long notice periods, change-of-control clauses (includ-
ing no "golden parachutes,” special provisions on the cancellation
of contractual arrangements, agreements concerning special notice
periods or long-term contracts exceeding 12 months, waivers of
lock-up periods for options, shorter vesting periods, and no addi-
tional contributions to pension funds) or severance payments.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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From left to right: Harry Kirsch, Andrin Oswald, Felix R. Ehrat, Mark C. Fishman, David Epstein, Joseph Jimenez, George Gunn, Juergen Brokatzky-Geiger,
Jeff George, Kevin Buehler, Brian McNamara

EXECUTIVE COMMITTEE

MEMBERS

Joseph Jimenez
America n, age 54

Juergen Brokatzky-Geiger, Ph.D.
German, age 61

Kevin Buehler
America n, age 56

Felix R. Ehrat, Ph.D.
Swiss, age 56

NOVARTIS GROUP ANNUAL REPORT 2013

David Epstein
American, age 52

Mark C. Fishman, M.D.
American, age 62

Jeff George
American, age 40

George Gunn, MRCVS
British, age 63

Harry Kirsch
German, age 48

Brian McNamara
American, age 47

Andrin Oswald, M.D.
Swiss, age 42

SECRETARY

Bruno Heynen
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Joseph Jimenez
American, age 54

Joseph Jimenez has been Chief Executive Officer (CEO) of
Novartis since 2010. Mr. Jimenez is responsible for leading
the company's diversified healthcare portfolio of leading
businesses in innovative pharmaceuticals, eye care, gener-
ics, vaccines and diagnostics, OTC and animal health.
Previously Mr. Jimenez served as Division Head, Novartis
Pharmaceuticals. He led the transformation of the phar-
maceutical portfolio to balance mass market and specialty
products, and significantly increased the percentage of
sales from newly launched products. Mr. Jimenez also
worked to realign the division's commercial approach to
focus on the individual needs of customers, and incorpo-
rated more technological tools to better connect with
patients and customers. Mr. Jimenez joined Novartis in
April 2007 as Division Head, Novartis Consumer Health.
Previously, he served as president and CEO of the North
America business for the HJ. Heinz Co. and as president
and CEO of Heinz in Europe from 2002 to 2006. Prior to
joining Novartis, he was a nonexecutive director of Astra-
Zeneca PLC, United Kingdom, from 2002 to 2007. He was
also an adviser for the private equity organization Black-
stone Group in the United States. Mr. Jimenez is a member
of the board of directors of Colgate-Palmolive Co., New
York. He graduated in 1982 with a bachelor’s degree from
Stanford University and in 1984 with a Master of Business
Administration from the University of California, Berkeley,
both in the United States.

Juergen Brokatzky-Geiger, Ph.D.
German, age 61

Juergen Brokatzky-Geiger, Ph.D., has been Head of Human
Resources of Novartis since 2003. He is a member of the
Executive Committee of Novartis. Mr. Brokatzky-Geiger
joined Ciba-Geigy Ltd. in 1983 as a Ph.D. chemist in the
Pharmaceuticals Division in Switzerland. After a job rota-
tion in the United States, he held positions of increasing
responsibility in Research and Development (R&D), includ-
ing Group Leader of Process R&D, Head of Process R&D,
and Head of Process Development and Pilot Plant Opera-
tions. During the merger of Ciba-Geigy and Sandoz in
1996, Mr. Brokatzky-Geiger was appointed Integration
Officer of Technical Operations. He later became the Head
of Chemical and Analytical Development, and served as
the Global Head of Technical R&D from 1999 to 2003. Mr.
Brokatzky-Geiger is a member of the board of Bachem AG
in Switzerland. He graduated with a Ph.D. in chemistry
from the University of Freiburg, Germany, in 1982.
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Kevin Buehler
America n, age 56

Kevin Buehler has been Division Head, Alcon, since April
2011. He is a member of the Executive Committee of
Novartis. Mr. Buehler was president and chief executive
officer of Alcon Inc. from 2009 to 2011. He began his
career with Alcon in 1984 as a regional sales manager in
the Consumer Products Division, and held positions of
increasing responsibility before being named director of
sales and marketing. In 1996, he became director of
A|con's US Managed Care and Falcon Generic Pharmaceu-
tical groups, and became vice president in 1998. The fol-
lowing year he returned to the US Consumer Products
Division as vice president and general manager. Mr. Bue-
hler moved to the International Division in 2002 as vice
president and regional manager, Latin America and Carib-
bean. He was later named area vice president, Latin Amer-
ica, Canada, Australia and Far East. Mr. Buehler also served
as senior vice president, global markets and as chief mar-
keting officer. Prior to joining Alcon, he worked for The Gil-
lette Co. and Snyder Drug Stores, both in the United States.
Mr. Buehler holds a bachelor's degree from Carroll Univer-
sity in Waukesha, Wisconsin, in the United States, with con-
centrations in business administration and political sci-
ence. He completed the Harvard Program for Management
Development in 1993.

Felix R. Ehrat, Ph.D.
Swiss, age 56

Felix R. Ehrat, Ph.D., has been Group General Counsel since
October 2011. He is a member of the Executive Committee
of Novartis. Mr. Ehrat is a leading practitioner of corporate,
banking, and mergers and acquisitions law, as well as an
expert in corporate governance and arbitration. He started
his career as an associate with Baer & Karrer Ltd. in Zurich
in 1987, became partner in 1992, and advanced to senior
partner (2003 to 2011) and executive chairman of the
board (2007 to 2011) of the firm. Mr. Ehrat is chairman of
Globalance Bank AG in Switzerland and a board member
of Geberit AG, economiesuisse (Swiss Business Federa-
tion) and organizations in the cultural field. Previously, he
was, among other things, chairman of Banca del Gottardo
and a board member of Julius Baer Holding AG,
Austriamicrosystems AG, Charles Voegele Holding AG and
Carlo Gavazzi Holding AG. Mr. Ehrat was admitted to the
Zurich bar in 1985 and received his doctorate of law from
the University of Zurich in 1990. In 1986, he completed an
LL.M. at McGeorge School of Law in the United States.
Some of his past memberships include the International
Bar Association, where he was co-chair of the Committee
on Corporate and M&A Law from 2007 to 2008, and Asso-
ciation Internationale des Jeunes Avocats, where he was
president from 1998 to 1999. Current memberships
include the Swiss Bar Association, the Zurich Bar Associa-
tion and the Swiss Arbitration Association.
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David Epstein
America n, age 52

David Epstein has been Division Head, Novartis Pharma-
ceuticals, since 2010. He is a member of the Executive
Committee of Novartis. Prior to his current appointment,
Mr. Epstein served as Head of Novartis Oncology for nearly
10 years. Before joining Novartis, Mr. Epstein was an asso-
ciate in the strategy practice of the consulting firm Booz
Allen Hamilton Inc. in the United States. He joined Sandoz,
a predecessor company of Novartis, in 1989 and held var-
ious leadership positions of increasing responsibility for
the company, including Chief Operating Officer of Novartis
Pharmaceuticals Corporation in the United States and
Head of Novartis Specialty Medicines. Mr. Epstein gradu-
ated with a bachelor's degree in pharmacy from The
Ernest Mario School of Pharmacy at Rutgers, The State
University of New Jersey, in 1984, and with a Master of
Business Administration in finance and marketing from
New York's Columbia University Graduate School of Busi-
ness in 1987.

Mark C. Fishman, M.D.
American, age 62

Mark C. Fishman, M.D., has been President of the Novartis
Institutes for BioMedical Research (NIBR) since 2002. He
is a member of the Executive Committee of Novartis.
Before joining Novartis in 2002, Dr. Fishman was chief of
cardiology and director of the Cardiovascular Research
Center at Massachusetts General Hospital, and was profes-
sor of medicine at Harvard Medical School, both in the
United States. Dr. Fishman completed his internal medi-
cine residency, chief residency and cardiology training at
Massachusetts General Hospital. Dr. Fishman graduated
with a bachelor's degree from Yale College in 1972 and an
M.D. from Harvard Medical School in 1976. He has been
honored with many awards and distinguished lectureships
and serves on the council of the Institute of Medicine of the
National Academies in the United States. Additionally, he is
a fellow of the American Academy of Arts and Sciences,
also in the United States.
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Joseph Jimenez
American, age 54

Joseph Jimenez has been Chief Executive Officer (CEO) of
Novartis since 2010. Mr. Jimenez is responsible for leading
the company's diversified healthcare portfolio of leading
businesses in innovative pharmaceuticals, eye care, gener-
ics, vaccines and diagnostics, OTC and animal health.
Previously Mr. Jimenez served as Division Head, Novartis
Pharmaceuticals. He led the transformation of the phar-
maceutical portfolio to balance mass market and specialty
products, and significantly increased the percentage of
sales from newly launched products. Mr. Jimenez also
worked to realign the division's commercial approach to
focus on the individual needs of customers, and incorpo-
rated more technological tools to better connect with
patients and customers. Mr. Jimenez joined Novartis in
April 2007 as Division Head, Novartis Consumer Health.
Previously, he served as president and CEO of the North
America business for the HJ. Heinz Co. and as president
and CEO of Heinz in Europe from 2002 to 2006. Prior to
joining Novartis, he was a nonexecutive director of Astra-
Zeneca PLC, United Kingdom, from 2002 to 2007. He was
also an adviser for the private equity organization Black-
stone Group in the United States. Mr. Jimenez is a member
of the board of directors of Colgate-Palmolive Co., New
York. He graduated in 1982 with a bachelor’s degree from
Stanford University and in 1984 with a Master of Business
Administration from the University of California, Berkeley,
both in the United States.

Juergen Brokatzky-Geiger, Ph.D.
German, age 61

Juergen Brokatzky-Geiger, Ph.D., has been Head of Human
Resources of Novartis since 2003. He is a member of the
Executive Committee of Novartis. Mr. Brokatzky-Geiger
joined Ciba-Geigy Ltd. in 1983 as a Ph.D. chemist in the
Pharmaceuticals Division in Switzerland. After a job rota-
tion in the United States, he held positions of increasing
responsibility in Research and Development (R&D), includ-
ing Group Leader of Process R&D, Head of Process R&D,
and Head of Process Development and Pilot Plant Opera-
tions. During the merger of Ciba-Geigy and Sandoz in
1996, Mr. Brokatzky-Geiger was appointed Integration
Officer of Technical Operations. He later became the Head
of Chemical and Analytical Development, and served as
the Global Head of Technical R&D from 1999 to 2003. Mr.
Brokatzky-Geiger is a member of the board of Bachem AG
in Switzerland. He graduated with a Ph.D. in chemistry
from the University of Freiburg, Germany, in 1982.
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Kevin Buehler
American, age 56

Kevin Buehler has been Division Head, Alcon, since April
2011. He is a member of the Executive Committee of
Novartis. Mr. Buehler was president and chief executive
officer of Alcon Inc. from 2009 to 2011. He began his
career with Alcon in 1984 as a regional sales manager in
the Consumer Products Division, and held positions of
increasing responsibility before being named director of
sales and marketing. In 1996, he became director of
Alcon's US Managed Care and Falcon Generic Pharmaceu-
tical groups, and became vice president in 1998. The fol-
lowing year he returned to the US Consumer Products
Division as vice president and general manager. Mr. Bue-
hler moved to the International Division in 2002 as vice
president and regional manager, Latin America and Carib-
bean. He was Iater named area vice president, Latin Amer-
ica, Canada, Australia and Far East. Mr. Buehler also served
as senior vice president, global markets and as chief mar-
keting officer. Prior to joining Alcon, he worked for The Gil-
lette Co. and Snyder Drug Stores, both in the United States.
Mr. Buehler holds a bachelor’s degree from Carroll Univer-
sity in Waukesha, Wisconsin, in the United States, with con-
centrations in business administration and political sci-
ence. He completed the Harvard Program for Management
Development in 1993.

Felix R. Ehrat, Ph.D.
Swiss, age 56

Felix R. Ehrat, Ph.D., has been Group General Counsel since
October 2011. He is a member of the Executive Committee
of Novartis. Mr. Ehrat is a leading practitioner of corporate,
banking, and mergers and acquisitions law, as well as an
expert in corporate governance and arbitration. He started
his career as an associate with Baer & Karrer Ltd. in Zurich
in 1987, became partner in 1992, and advanced to senior
partner (2003 to 2011) and executive chairman of the
board (2007 to 2011) of the firm. Mr. Ehrat is chairman of
Globalance Bank AG in Switzerland and a board member
of Geberit AG, economiesuisse (Swiss Business Federa-
tion) and organizations in the cultural field. Previously, he
was, among other things, chairman of Banca del Gottardo
and a board member of Julius Baer Holding AG,
Austriamicrosystems AG, Charles Voegele Holding AG and
Carlo Gavazzi Holding AG. Mr. Ehrat was admitted to the
Zurich bar in 1985 and received his doctorate of law from
the University of Zurich in 1990. In 1986, he completed an
LL.M. at McGeorge School of Law in the United States.
Some of his past memberships include the International
Bar Association, where he was co-chair of the Committee
on Corporate and M&A Law from 2007 to 2008, and Asso-
ciation Internationale des Jeunes Avocats, where he was
president from 1998 to 1999. Current memberships
include the Swiss Bar Association, the Zurich Bar Associa-
tion and the Swiss Arbitration Association.
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David Epstein
America n, age 52

David Epstein has been Division Head, Novartis Pharma-
ceuticals, since 2010. He is a member of the Executive
Committee of Novartis. Prior to his current appointment,
Mr. Epstein served as Head of Novartis Oncology for nearly
10 years. Before joining Novartis, Mr. Epstein was an asso-
ciate in the strategy practice of the consulting firm Booz
Allen Hamilton Inc. in the United States. He joined Sandoz,
a predecessor company of Novartis, in 1989 and held var-
ious leadership positions of increasing responsibility for
the company, including Chief Operating Officer of Novartis
Pharmaceuticals Corporation in the United States and
Head of Novartis Specialty Medicines. Mr. Epstein gradu-
ated with a bachelor's degree in pharmacy from The
Ernest Mario School of Pharmacy at Rutgers, The State
University of New Jersey, in 1984, and with a Master of
Business Administration in finance and marketing from
New York's Columbia University Graduate School of Busi-
ness in 1987.

Mark C. Fishman, M.D.
American, age 62

Mark C. Fishman, M.D., has been President of the Novartis
Institutes for BioMedical Research (NIBR) since 2002. He
is a member of the Executive Committee of Novartis.
Before joining Novartis in 2002, Dr. Fishman was chief of
cardiology and director of the Cardiovascular Research
Center at Massachusetts General Hospital, and was profes-
sor of medicine at Harvard Medical School, both in the
United States. Dr. Fishman completed his internal medi-
cine residency, chief residency and cardiology training at
Massachusetts General Hospital. Dr. Fishman graduated
with a bachelor’s degree from Yale College in 1972 and an
MD. from Harvard Medical School in 1976. He has been
honored with many awards and distinguished Iectureships
and serves on the council of the Institute of Medicine of the
National Academies in the United States. Additionally, he is
a fellow of the American Academy of Arts and Sciences,
also in the United States.
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American, age 54
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Jeff George
America n, age 40

Jeff George has been Division Head, Sandoz, since 2008.
He is a member of the Executive Committee of Novartis.
Mr. George joined the Novartis Vaccines and Diagnostics
Division in 2007 as Head of Commercial Operations for
Western and Eastern Europe. He then advanced to Head of
Emerging Markets for the Middle East, Africa, Southeast
Asia and CIS at Novartis Pharmaceuticals. Before joining
Novartis, Mr. George was a senior director of strategy and
business development at Gap Inc., San Francisco, United
States. From 2001 to 2004, he was an engagement man-
ager with McKinsey & Company, also in San Francisco. Mr.
George received a Master of Business Administration from
Harvard University in 2001. He graduated in 1999 with a
master's degree from The Johns Hopkins University's
School of Advanced International Studies, where he stud-
ied international economics and emerging markets politi-
cal economy. In 1996, he received his bachelor's degree in
international relations from Carleton College in Northfield,
Minnesota, in the United States.

George Gunn, MRCVS
British, age 63

George Gunn has been Division Head, Novartis Animal
Health, and Head, Corporate Responsibility, since March
2011. He is a member of the Executive Committee of
Novartis. Before joining Novartis, Mr. Gunn was president
of Pharmacia Animal Health, based in the United States.
Previously, he spent more than 15 years in positions of
increasing responsibility in healthcare companies. He
worked as a veterinary surgeon for nine years before enter-
ing the industry. Mr. Gunn joined Novartis in 2003 as Head
of Novartis Animal Health, North America. In January
2004, he assumed his position as Head of the Animal
Health Business Unit. In addition to this role, he was Divi-
sion Head, Novartis Consumer Health, from 2008 to 2011.
Mr. Gunn graduated with a bachelor of veterinary medicine
and surgery degree from the Royal (Dick) School of Veteri-
nary Studies in the United Kingdom in 1973. He graduated
with a diploma in veterinary state medicine from the same
school in 1978. In 2008, he received an honorary doctor-
ate in veterinary medicine and surgery from the University
of Edinburgh, Scotland.

NOVARTIS GROUP ANNUAL REPORT 2013

Harry Kirsch
German, age 48

Harry Kirsch has been Chief Financial Officer (CFO) of
Novartis and a permanent attendee of the Executive Com-
mittee of Novartis since May 1, 2013. As of January 1,
2014, he is a member of the Executive Committee of
Novartis. Mr. Kirsch joined Novartis in 2003 and, prior to
his current position, served as CFO of the company's Phar-
maceuticals Division. Under his leadership, the division's
core operating income margin increased, in constant cur-
rencies, every quarter of 2011 and 2012 despite patent
expirations. At Novartis, he also served as CFO of Pharma
Europe, and as Head of Business Planning & Analysis and
Financial Operations for the Pharmaceuticals Division. Mr.
Kirsch joined Novartis from Procter & Gamble (P&G) in the
United States, where he was CFO of P&G's global pharma-
ceuticals business. Prior to that, he held finance positions
in different categories of P&G's consumer goods business,
technical operations, and Global Business Services organi-
zation. Mr. Kirsch studied industrial engineering and eco-
nomics at the University of Karlsruhe in Germany ("Diplom
Wirtschaf'tsingenieur").

Brian McNamara
America n, age 47

Brian McNamara has been Division Head, Novartis OTC,
since February 2012. He is a member of the Executive
Committee of Novartis. Prior to this role, Mr. McNamara
served as President, Americas Region, for Novartis OTC.
Since joining Novartis OTC in 2004 as Senior Vice Presi-
dent and General Manager of Novartis OTC North America,
he has worked on a number of strategic initiatives. He also
served as President of Novartis OTC Europe from 2007
until 2010. Mr. McNamara began his career at Procter &
Gamble Co., Cincinnati, United States, where he gained
extensive experience in consumer and brand marketing,
product supply, and customer leadership. He was previ-
ously on the board of directors and executive committee of
the Consumer Healthcare Products Association in the
United States, and was s a board member of the Associa-
tion of the European Self-Medication Industry, where he
served as chairman of the economic affairs committee. Mr.
McNamara received a Master of Business Administration
in finance from the University of Cincinnati and a bache-
|or's degree in electrical engineering from Union College,
both in the United States.

Andrin Oswald, M.D.
Swiss, age 42

Andrin Oswald, M.D., has been Division Head, Novartis
Vaccines and Diagnostics, since 2008. He is a member of
the Executive Committee of Novartis. In September 2013,
Dr. Oswald also became Chairman of the Board of the
Novartis Foundation for Sustainable Development. Previ-
ously, Dr. Oswald was CEO of Speedel Holding AG and
Global Head of Pharmaceutical Development Franchises in
the Novartis Pharmaceuticals Division, both in Switzer-
land. Dr. Oswald joined Novartis in 2005 as Assistant to the
Chairman and CEO. Before his appointment as Head of
Development Franchises, he served as Head of the Country
Pharmaceuticals Organization (CFO) and Country
President for Novartis in South Korea. Dr. Oswald joined
Novartis from McKinsey & Company, Switzerland, where
he was an associate principal. He is a board member of the
Global Health Investment Corporation (GHIC), an Invest-
ment Committee member of the Global Health Investment
Fund (GHIF), and a member of the Global Agenda Council
on Catastrophic Risks of the World Economic Forum.
Between 2002 and 2003, he also served as a delegate of
the International Committee of the Red Cross (ICRC) to
Nepal. Dr. Oswald holds a doctorate in medicine from the
University of Geneva.
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OUR INDEPENDENT EXTERNAL AUDITORS

DURATION OF THE MANDATE AND TERMS OF OFFICE

Based on a recommendation by the Audit and Compliance Com-
mittee, the Board of Directors nominates an independent auditor
for election at the Annual General Meeting. Pricewaterhouse-
Coopers (PwC) assumed its existing auditing mandate for Novartis
in 1996. Bruno Rossi, auditor in charge, began serving in his role
in 2013, and Michael P. Nelligan, global relationship partner, began
serving in his role in 2009. The Audit and Compliance Committee
ensures that these partners are rotated at least every five years.

INFORMATION TO THE BOARD OF DIRECTORS AND THE AUDIT
AND COMPLIANCE COMMITTEE

The independent auditor, PwC, is responsible for opining on whether
the audited consolidated financial statements comply with Inter-
national Financial Reporting Standards (IFRS) and Swiss law and
whether the separate parent company financial statements of
Novartis AG comply with Swiss law. Additionally, PwC is responsi-
ble for opining on the effectiveness of internal control over finan-
cial reporting.

The Audit and Compliance Committee, acting on behalf of the
Board of Directors, is responsible for overseeing the activities of
PwC. During 2013, the Audit and Compliance Committee held 6
meetings. At each of these meetings, PwC was invited to attend
during the discussion of agenda items that dealt with accounting,
financial reporting or auditing matters and any other matters rel-
evant to their audit.

On an annual basis, PwC provides the Audit and Compliance
Committee the written disclosures required by the Public Com-
pany Accounting Oversight Board (PCAOB), and the Audit and Com-
pliance Committee and PwC discuss PwC’s independence from
Novartis and Novartis’ management.

The Audit and Compliance Committee recommended to the
Board of Directors, and the Board of Directors approved, inclusion
of the audited financial statements in the Annual Report for the
year ended December 31, 2013.

The Audit and Compliance Committee, on a regular basis, eval-
uates the performance of PwC and, once yearly, based on this per-
formance evaluation, determines whether PwC should be proposed
to the Annual General Meeting for election. Also, once yearly, the
auditor in charge and the global relationship partner report to the
Board of Directors on the activities of PwC during the current year
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Our Independent External Auditors

and on the audit plan for the coming year and answer any ques-
tions or concerns Board members might have on the performance
of PwC, or on the work it has conducted or is planning to conduct.

In order to assess the performance of PwC, the Audit and Com-
pliance Committee requires a self-evaluation report from PwC,
holds private meetings with the Chief Executive Officer, the Chief
Financial Officer and with the Head of Internal Audit and, if neces-
sary, obtains an independent external assessment. The Board of
Directors also meets with the auditor in charge and the global rela-
tionship partner. Criteria applied for the performance assessment
of PwC include an evaluation of its technical and operational com-
petence, its independence and objectivity, the sufficiency of the
resources it has employed, its focus on areas of significant risk to
Novartis, its willingness to probe and challenge, its ability to pro-
vide effective, practical recommendations, and the openness and
effectiveness of its communications and coordination with the Audit

and Compliance Committee, the Internal Audit function and
management.

PRE-APPROVAL or AUDIT AND NON-AUDIT SERVICES

The Audit and Compliance Committee's pre-approval is required
for all services provided by PwC. These services may include audit
services, audit-related services, tax services and other work.

Pre-approval is detailed as to the particular services or catego-
ries of services, and is subject to a specific budget. PwC and man-
agement report, on a quarterly basis, to the Audit and Compliance
Committee regardingthe extent of services provided in accordance
with this pre-approval and the fees for the services performed to
date. The Audit and Compliance Committee may also pre-approve
additional services on a case-by-case basis.

AUDITING AND ADDITIONAL FEES

PwC charged the following fees for professional services rendered
for the 12-month periods ended December 31,2013 and Decem-
ber 31, 2012:
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INFORMATION FOR OUR STAKEHOLDERS

INTRODUCTION

Novartis is committed to open and transparent communication
with shareholders, financial analysts, customers, suppliers and
other stakeholders. Novartis aims to disseminate material devel-

opments in its businesses in a broad and timely manner that
complieaith the rules of the SIX Swiss Exchange and the NYSE.

COMMUNICATIONS

Novartis publishes an Annual Report each year that provides infor-
mation on the Group's results and operations. In addition to the
Annual Report, Novartis prepares an annual report on Form 20-F
that is filed with the SEC. Novartis discloses quarterly financial
results in accordance with IFRS and issues press releases from
time to time regarding developments in its businesses.

Novartis furnishes press releases relating to financial results
and material events to the SEC via Form 6-K. An archive contain-

ing recent Annual Reports, annual reports on Form 20-F and quar-
terly results releases as well as related materials such as slide pre-
sentations and conference call webcasts, is on the Novartis website

at http://www.novartis.com/investors

Information contained in reports and releases issued by Novartis
are only correct and accurate at the time of release. Novartis does
not update past releases to reflect subsequent events and advises
against relying on them for current information.

INVESTOR RELATIONS PROGRAM

An Investor Relations team manages the Group's interaction with
the international financial community. Several events are held each
year to provide institutional investors and analysts various oppor-
tunities to learn more about Novartis.

Investor Relations is based at the Group's headquarters in Basel,
Switzerland. A part of the team is located in the US to coordinate
interaction with US investors. Information is available on the
Novartis website: www.novartis.com/investors. Investors are also
welcome to subscribe to a free e-mail service on this site.

 
2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT 105

Further Information

0107



0108

 

 

  



	


��

�������

������������	���������	�������	 ����!"#����		 $%&

'"����(		 $$%

)*�#"��+�	������������	,��-�����(	.	,���#��-��	 $$$

)*�#"��+�	,��/�����#�	0���1�����	,��#���		 $$2

)*�#"��+�	������������	2%$3		 $$4

5���!	������������	2%$3		 $26

������������	7�+�����#�	 $3%

)*�#"��+�	������������	2%$4		 $32

5���!	������������	2%$4		 $38

9�:9;

<=>?=@AB=C>D=EA?=>FGGH>G=>BIBJK?=C>L?I?EABM>?=E>KBNF?I>CNB?CLB=CMO


��

�P0,)Q'RS PQ	T),PTS

Q�+�����	�������	��	U�	��	���-�(��	�/	#���#�	
��!	��	�����#�	��!	������	U���V��V#-���	��-���	
���"�!	���	W��-!X

P"�	#�����������	�-���	���	!���1��!	��	
	�"�����	�"�	��������	��	�	����������	1-�U�-	
���-��#���	#�����(X	S��(	���+�!�	#��������+�	
#�����������	��!	U���/���	/��	W��-!V#-���	
	��-���	��	�	#��������+�	���Y��X	S��(	���	�-�1��!	
W���	�"�	U"������	���/�����#�	�UZ�#��+��[	
W��#�	���	Y�(	��	�"�	�"������!	�"##���	W��-�	
U���1	�����������[	#�������	��!	#���������	
W���	�"�	��(V/��V���/�����#�	���-�����(X	P"�	
#�����������	�(����	����	��	�-�1�	W���	
�������-!����	���������	��!	��#�"��1�	����+�V
����	��!	����������"�����[	W��-�	��	���	����	
����[	!����	�*#����+�	���YV��Y��1	��	���	�*�����	
�/	���	-��1V����	#��!�����	�/	���	7��"�X

S��	������������	T�����	!��#��U��	�"�	
	#�����������	�(����	��!	���-�����([	��!	
���+�!��	!����-�	��	��W	#�����������		
��-���!	��	2%$3	���/�����#�X

0109



)���#�	\����


�] bcdefghijkfclmjebblenjfomcfgjpqrs

)̂RT	'_RT)_P̀ )̂T

 �	��	W���	�-���"��	����	 [	��	�����	�/	���	������������	���������	

�/	���	5���!	�/	̂���#����[	�����!"#�	(�"	��	���	2%$3		������������	

T�����	�/	Q�+�����	R7X

 �	2%$3[	����	���������	W�-#���!	R��	a"!1�	��	�	��W		���U��	

��!	���	"�!����Y��	��1��/�#���	W��Y	��b

c	�����+�	!��#-��"��	��	�"�	2%$3	������������	T�����d

c	/���-�e�	���	!���1�	�/	�"�	��W	�*�#"��+�	#�����������	�(����d	

��!

c	#��!"#�	�	��+��W	�/	�"�	5���!	#�����������	�(����X

"̂���1	�"�	�*�����+�	!��#"������	W���	�������-!���	��!	���*(	

	�!+�����	��	2%$3[	W�	-�����!	����	(�"	W�"-!	-�Y�	�	U�����	"�!��V

����!��1	�/	��W	�"�	�*�#"��+�	��#����+�	�-���	/"�#����[	��#-"!��1	

�����	-��Y	��	U"������	������1(	��!	�-�1�����	W���	�������-!����	

���������X	f�	�-��	-�����!	����	(�"	W�"-!	-�Y�	����	!����-	��1��!V

��1	��W	���/�����#�	�1�����	7��"�	���1���	�����-���!	����	���	

��#����+�	���"���	�����!	U(	�"�	�)PX

 �	��������[	W�	��+�	�"U�������--(	�*���!�!	!��#-��"��	��	�"�	

������	��1��!��1	��W	�"�	��#����+�	�-���	W��Y[	��#-"!��1	�#���+�V

�����	�1�����	���	2%$3	/����#��-	���1���	"�!��������1	�"�	��#��V

��+�	�-���X	f�	��+�	�-��	���W�	��W	���	��#����+�	��(�"��	�/	�"�	

�)P	��+�	U���	�����!X	

P+���--[	2%$3	W��	�	�����1	(���	/��	Q�+�����	��!	/��	�"�	�����V

��-!���X	f�	���/����!	�U�+�	�*��#�������[	1��W��1	��-��	��	�--	

!�+������X	S��	7��"�	���	���	1"�!��#�	c	W��#�	W��	�����!	�W�#�	

!"���1	���	(���	c	��!	�*#��!�!	���	/����#��-	���1���[	��#-"!��1	

�*#��!��1	���#�/�#	���1���	��	����+�����X	f�	�-��	#�����"�!	��	

�����+�	��	g"�-��([	#���-���#�	��!	#"������	�����/�#����[	��!	

�������-!���	U���/���!	W���	�	��1��/�#���	��#�����	��	�����	���#�[	

��	W�--	��	��	��#�����!	!�+�!��!X	

 �	2%$3[	���	���������	#��#-"!�!	���	������1�#	��+��W	�/		

���	������(��	������	������#�	��W��!	�*�#"��+�	#�����������	

����	U�1��	��	2%$2X	R�	���W�	U(	���	������+�	�"�#���	�/	���	

		�������-!��	��(V��V��(	+���	��	���	2%$3	R70[	���	���������	

U�-��+��	����	�������-!���	W�-#���	���	�+���--	!���1�	�/	���		

��W	�*�#"��+�	#�����������	���1���	/��	���	���U���	�/	���	

)*�#"��+�	���������	�/	Q�+�����	h)�Qi[	W��#�	W�--	U�#���		�//�#��+�	

��	2%$4X	

0110

108 NOVARTIS GROUP ANNUAL REPORT 2013

 
Enrico Vanni

DEAR SHAREHOLDER

It is with pleasure that I, as Chair of the Compensation Committee
of the Board of Directors, introduce you to the 2013 Compensation
Report of Novartis AG.

In 2013, this Committee welcomed Ann Fudge as a new member
and has undertaken significant work to:
— improve disclosure in our 2013 Compensation Report;
— finalize the design of our new executive compensation system;

and

— conduct a review of our Board compensation system.

During our extensive discussions with shareholders and proxy
advisors in 2013, we learned that you would like a better under-
standing of how our executive incentive plans function, including
their link to business strategy and alignment with shareholders’
interests. We also learned that you would like more detail regard-
ing how performance against Group targets translated into the
incentive amounts earned by our CEO.

In response, we have substantially expanded disclosure in our
report regarding how our incentive plans work, including achieve-
ments against the 2013 financial targets underpinning our incen-
tive plans. We have also shown how the incentive payouts of our
CEO have been earned.

Overall, 2013 was a strong year for Novartis and for our share-
holders. We performed above expectations, growing sales in all
divisions. The Group met its guidance — which was raised twice
during the year — and exceeded its financial targets, including
exceeding specific targets in innovation. We also continued to
improve in quality, compliance and customer satisfaction, and
shareholders benefited with a significant increase in share price,
as well as an increased dividend.

In 2013, the Committee concluded the strategic review of
the Company’s entire approach toward executive compensation
that began in 2012. As shown by the positive outcome of the
shareholder say-on-pay vote at the 2013 AGM, the Committee
believes that shareholders welcome the overall design of the
new executive compensation program for the members of the
Executive Committee of Novartis (ECN), which will become effective
in 2014.
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The most important changes in the new compensation system are
that we:

— aligned the performance measures underpinning our incentive
plans directly to our business strategy (Innovation, Growth and
Productivity), therefore ensuring that we drive the right priorities
in our leadership team;

—simp|ified the program by eliminating share options, matching
grants, and discretionary awards;

— reformatted the Annual Incentive into one integrated balanced
scorecard that considers performance holistically against:
— Group and divisional financial and innovation targets
— individual financial and operational objectives
— our values and behavior standards;

— removed our three-year time-vesting long-term incentive plan
"Select” and implemented a three-year performance-vesting for
both of our long-term incentive plans; and

—split the new total long-term incentive into two separate plans,
which are each subject to a three-year performance period: one
based on our Novartis Cash Value Added (NCVA, see definition
on page 134) performance and results in innovation; the other
based on our Total Shareholder Return measured against 12
other companies that form our healthcare peer group.

The new executive compensation program has the full support of
our Board. We believe it will provide a competitive advantage to
Novartis in the marketplace for executive talent, is aligned with
shareholders’ interests and will support our aspiration to be the
world’s most respected and successful healthcare company.

During 2013, the Compensation Committee, together with its
independent advisor, also undertook a detailed review of Board
compensation and has approved a revised policy, which is outlined
on page 137. It reflects some of our recent governance changes,
including the removal of the Chairman’s Committee. It aims to
better align our Board compensation to the current levels of our
international healthcare peer group, and other Swiss industrial
companies; the latter being relevant due to the extensive respon-
sibilities that a Swiss board has, including but not limited to setting
strategy, ensuring its implementation, making organizational
decisions, carrying responsibility for financial performance and
integrity, and overseeing senior management.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

The new Swiss law regarding Say-on-Pay (the Minder Ordinance)
was released on November 20, 2013 and entered into force on

January 1, 2014. This will lead to the individual election by the
shareholders of the Chairman, the members of the Board and of

the Compensation Committee for a term of one year at the 2014
AGM. Other key changes, such as the amendment of the Articles
of Association, will have to be implemented in 2015. In the mean-
time, at the 2014 AGM, we are requesting your endorsement in an
advisory capacity on two com pensation-related votes. The first vote
is on the aggregate amount of Board compensation from the 2014
AGM to the 2015 AGM. The second vote is on the aggregate amount
of fixed and variable compensation earned by members of our
Executive Committee for the 2013 business year.

On behalf of Novartis and the Compensation Committee, I would
like to thank you for your support and your feedback, which I
consider extremely valuable in driving improvements in our com-
pensation systems. I invite you to send your comments on our new
program to me at the following email address:
investor.reIations@novartis.com.

Respectfully,

MK“

Enrico Vanni, Ph.D.,
Chairman of the Compensation Committee
January 28,2014

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Compensation Committee Chair's Introduction

0111

109

The most important changes in the new compensation system are
that we:

— aligned the performance measures underpinning our incentive
plans directly to our business strategy (Innovation, Growth and
Productivity), therefore ensuring that we drive the right priorities
in our leadership team;

—simp|ified the program by eliminating share options, matching
grants, and discretionary awards;

— reformatted the Annual Incentive into one integrated balanced
scorecard that considers performance holistically against:
— Group and divisional financial and innovation targets
— individual financial and operational objectives
— our values and behavior standards;

— removed our three-year time-vesting long-term incentive plan
"Select” and implemented a three-year performance-vesting for
both of our long-term incentive plans; and

—split the new total long-term incentive into two separate plans,
which are each subject to a three-year performance period: one
based on our Novartis Cash Value Added (NCVA, see definition
on page 134) performance and results in innovation; the other
based on our Total Shareholder Return measured against 12
other companies that form our healthcare peer group.

The new executive compensation program has the full support of
our Board. We believe it will provide a competitive advantage to
Novartis in the marketplace for executive talent, is aligned with
shareholders’ interests and will support our aspiration to be the
world’s most respected and successful healthcare company.

During 2013, the Compensation Committee, together with its
independent advisor, also undertook a detailed review of Board
compensation and has approved a revised policy, which is outlined
on page 137. It reflects some of our recent governance changes,
including the removal of the Chairman’s Committee. It aims to
better align our Board compensation to the current levels of our
international healthcare peer group, and other Swiss industrial
companies; the latter being relevant due to the extensive respon-
sibilities that a Swiss board has, including but not limited to setting
strategy, ensuring its implementation, making organizational
decisions, carrying responsibility for financial performance and
integrity, and overseeing senior management.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

The new Swiss law regarding Say-on-Pay (the Minder Ordinance)
was released on November 20, 2013 and entered into force on

January 1, 2014. This will lead to the individual election by the
shareholders of the Chairman, the members of the Board and of

the Compensation Committee for a term of one year at the 2014
AGM. Other key changes, such as the amendment of the Articles
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Chairman of the Compensation Committee
January 28,2014

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Compensation Committee Chair's Introduction

0111

109





� bcdefghijkfclmjebblenjfomcfgjpqrs

'̈ 00RT©

�ª¥;�«¡¥�¬�¬ª;��¡®�
̄

2%$3	W��	�	�����1	(���	/��	Q�+�����[	1��W��1	��-��[	��������1	

��#���	��!	���	��#���	h��	#�������	#"����#���iX	Q�+�����	���	���	

�����!	1"�!��#�	�#����	�--	����������	����#��--(	+���"�	�"�	�����V

�/V(���	�"�-��YX	f�	���/����!	�U�+�	�*��#�������	��	�	���"-�	�/	

�����1	1��W��	���!"#�	������"�	��!	1��W��1	��-��	��	�--	!�+�V

�����[	�+��	W���	�*#-"!��1	���	-�W��	����	�*��#��!	����#�	�/	

1�����#	#����������X	

P+���--[	1��W��	���!"#��	���/�����#�	�//���	���	����#�	�/	��-��	

-���	��	1�����#�	�/	̈'̂ �2X2	U�--���	h����-(	!"�	��	°AG±?=	��!	²GLBC?³

<@I?MC?iX	Q�+�����	�#���+�!	���	��1��/�#���	�"�U��	�/	�-�+��	

	U-�#YU"�����	h���!"#��	W���	��-��	�U�+�	̈'̂ �$	U�--���i[	���	�/	W��#�	

W���	��	���	,�����#�"��#�-�	!�+�����	��!	���	W���	��-��	�#����	

,�����#�"��#�-�[	����"���	_��-��	��!	'��!�eX	,��!"#��+��(	1����	

�--�W�!	/��	#�����"�!	��+��������	U����!	1��W��	���!"#��X	�"�V

���#(	��!	�	��1���+�	����#�	hc2́ 	��	���	��-��[	c&́ 	��	��������1	

��#���i	!"�	��	�	W��Y	(��	��!	W��Y	����1��1	���Y��	#"����#���	

�1�����	���	̈'	!�--��X	S��	��U-�	U�-�W	�"�-����	���"-��	+���"�	�����	

(���	��	#�������	#"����#���	��	W�--	��	��	̈'	!�--���b

¡ µ� ¶·¦¡��	¡ µ� ¶·¦¡��¡¡

¡ � �̧·£�·¡�¹��º���º̧	¡ »�:¡¼º�̧¹̧¡

¡ ¼º�̧¹̧¡½�� �¡¾º£�	¡ ½�� �¡¾º£�¡

Q��	��-��	 ¿4́ 		 ¿2́ 	

P�������1	��#���	 ¿�́ 		 c3́ 	

Q��	��#���	 ¿8́ 		 c$́ 	

),'	 ¿6́ 		 c2́ 	

a���	#���	/-�W	�/	̈'̂ �ÀXÀ	U�--���	W��	$3́ 	U�-�W	���	�����	(���X	

R��!�	/���	���	��1��/�#���	#"����#(	����#�[	��Z��	�������	/��	���	

!�#-���	W���	��#�����!	�##�"���	��#��+�U-��	��!	��1���	#�����-	

��+��������	��	���"/�#�"���1	��!	������#�	/�#�-�����X

 �	�!!�����[	W�	���/����!	W�--	��	�"�	�����	������1�#	����������b

9�� ¼£·� �

c	 �	2%$3[	W�	��#"��!	$&	�����+�-�$X	P"�	,�����#�"��#�-�	!�+�����	

�-���	�#���+�!	$3	�����+�-�[$	��#-"!��1	ÁICAFNG	ÂNBBÃK?IBN	��	

)"����[	��!	ÄGFA>ÅGEK?IBN	��	���	̈'X	f�	�-��	��#"��!	Y�(	�����+V

�-�	��	R-#��	h��#-"!��1	ÆBCNB?	/��	+�����V��#"-��	���#����	��	)"����i[	

��!	��	\�##����	��!	̂��1�����#�	h��#-"!��1	ÂBÇMBNG	/��	�����1�V

#�##�-	!������	5	��	)"����iX	

c	P"�	,�����#�"��#�-�	!�+�����	/�-�!	�"##���/"--(	/��	R Q4�8	��	

	���������	��!	���-�e"��U	��	#�����#	���������"�	"���#����X	
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EXECUTIVE COMPENSATION BENCHMARKING

To attract and retain key talent, it is important for us to offer com-
petitive compensation levels on a global basis. In line with our com-
pensation philosophy, associates achieving their objectives are gen-
erally awarded target compensation at a level comparable to the
median level of the relevant benchmarks. In the event of under- or

over-performance, the actual compensation may be lower or higher
than the benchmark median. In the event of exceptional and sus-
tained performance, actual compensation may be awarded at the
top quartile of the relevant benchmark in order to encourage and
reward superior performance.

The Compensation Committee reviews the compensation ofthe
CEO and of the members of the Executive Committee annually and
compares these to the relevant compensation level of similar posi-
tions at peer companies. For this purpose, we use benchmark data
from well-known market data providers and other relevant data
sources. In particular, we review the mix of short-term and long-
term incentives, the mix of cash and share-based compensation,
and the level of deferred compensation as well as current compen-
sation policies. Further, the data analysis conducted by the market
data providers takes into account factors such as recent market
trends and best practices in compensation. The Compensation
Committee’s independent advisor reviews and evaluates the data
received, and provides independent research and advice for the
CEO’s target compensation, which comes to the Compensation
Committee without the advance knowledge or consent of the CEO.

For the CEO and the members of the Executive Committee, the
comparator companies consist of competitors in the healthcare
industry which are operating on a global basis and have the same
or similar business model, business size, international competition,
and need for talent and skills.

 

NOVARTIS GROUP ANNUAL REPORT 2013

 
EXECUTIVE PERFORMANCE MANAGEMENT PROCESS

To foster a high-performance culture, we apply a uniform People
Performance Management Process worldwide, based on quantita-
tive and qualitative criteria, including Novartis Values and Behav-
iors. Novartis associates, including the CEO and the members of
the Executive Committee, are subject to a three-tier formal
process.

OBJECTIVE SETTING

OBJECTIVE SETTING FOR THE cEo

At the beginning of each performance year, the Chairman meets
with the CEO to discuss his objectives for the coming year follow-
ing a balanced scorecard approach. The Board of Directors reviews
and approves these objectives and ensures that they are in line
with our goals of fostering sustainable performance, balancing
short- and long-term goals, and not rewarding inappropriate or
excessive risk taking at the expense of the long-term condition of
the Group.

Details of the individual objectives for the CEO for 2013 are on
pages 116 and 117. Details of the long-term performance targets
under LTPP are on pages 120 and 121.

OBJECTIVE SETTING FOR THE MEMBERS or THE EXECUTIVE COMMITTEE

At the beginning of each performance year, the CEO and the mem-
bers of the Executive Committee that report to him determine
together the business objectives and respective metrics applica-
ble to each of the divisional and global functional leaders. The CEO
then presents the business objectives of the members of the
Executive Committee to the Board of Directors for approval.
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EXECUTIVE COMPENSATION 2013

2013 is the last year in which the current executive compensation system, as described below, is in place. Our 2013 executive compen-
sation system consists of the following components:

ANNUAL BASE COMPENSATION

 
PENSION AND OTHER BENEFITS

OVERVIEW

The level of base compensation reflects each associate’s key areas
of responsibilities, job characteristics, seniority, experience and
skill sets. It is paid in cash, typically monthly, and is set according
to local practice, designed to provide our associates with fixed com-
pensation comparable to that offered by our peer companies.

In general, base compensation is reviewed annually, and any
increases reflect both merit based on performance, as well as
market movements.

2013 cEo OUTCOME

Following a review of market conditions as well as his perfor-
mance, the CEO’s annual base compensation was increased to
CHF 2 060 500, as of March 1, 2013, which represented an increase
of 1.5% versus 2012.

NOVARTIS GROUP ANNUAL REPORT 2013

OVERVIEW

The primary purpose of pension and insurance plans is to estab-
lish a level of security for associates and their dependents with
respect to age, health, disability and death. The level of pension
and healthcare benefits provided to associates is country-specific,
influenced by local market practice and regulations, and regularly
reviewed.

Our policy is to change from defined-benefit (DB) pension plans
to defined-contribution (DC) pension plans. All the major plans
have now been aligned with our benefits strategy as far as reason-
ably practicable.

We may provide other benefits in a specific country according
to local market practice and regulations, including length-of-ser-
vice awards and perquisites. Associates who have been transferred
on an international assignment also receive benefits in line with
our policies.

2013 cEo OUTCOME

As for the other ECN members, the pension and the level of bene-
fits provided to our CEO are the same as those provided to other
salaried associates in the relevant country of employment. During
2013, the Company contributed CHF 176 071 into the Swiss pension
plans, and CHF 93 652 in other benefits.
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— Employee Share Ownership Plan (ESOP): In Switzerland, ESOP
is available to 13 751 associates. Participants in this plan may
choose to receive their Annual Incentive (i) 100% in shares; (ii)
50% in shares and 50% in cash; or (iii) 100% in cash. At the end
of a three-year holding period, each participant will receive one
free matching share for every two shares invested. A total of 6 321
associates chose to receive shares under ESOP for their perfor-
mance in 2013; and

— United Kingdom Plan (ESOP UK): In the United Kingdom, 2 600
associates can invest up to 5% of their monthly base compensa-
tion in shares (up to a maximum of GBP 125) and may also be
invited to invest all or part of their net Annual Incentive in shares.
Atthe end of a three-year holding period, participants will receive
one free matching share for every two shares invested. During
2013, 1 404 associates elected to participate in this plan.

Associates may participate in only one of these plans in any given
year

No shares are matched underthese plans if an associate leaves
Novartis prior to the end of the holding period for reasons other
than retirement, disability or death, unless determined otherwise
by the Compensation Committee (for example, in connection with
a reorganization or divestment).

For those who have chosen to receive their Annual Incentive in

shares, the number of shares awarded is determined by dividing
the actual incentive amount by the closing price of the shares on
the grant date.

Following shareholder approval at the 2013 AGM of the new
executive compensation system, this is the last year that Executive
Committee members are eligible to participate and receive awards
under the share savings plans.

2013 cEo OUTCOME

In 2013, the CEO was eligible to participate in either the Leveraged
Share Savings Plan, or the Employee Share Ownership Plan. He
decided not to participate in either plan.

NOVARTIS GROUP ANNUAL REPORT 2013

EQUITY PLAN “SELECT"
OVERVIEW

The Equity Plan "Se|ect” is a global equity incentive plan under
which eligible associates may receive an annual award.

Under the Equity Plan "Se|ect”, we define a target incentive as
a percentage of base compensation for each participating associ-
ate at the beginning of each performance period —traditionally the
start of each calendar year. Depending on the role, including its
focus on the long-term success of Novartis, target incentive per-
centages may reach up to 200% of base compensation. For mem-
bers of the Executive Committee, Equity Plan "Se|ect” represents
between 37% and 57% of their total variable compensation at
target.

Once the award has been granted, it is subject to a three-year
vesting period. The long-term value of this award is tied to share
price development, allowing executives to realize the long-term
impact of their decisions and actions.

Following shareholder approval at the 2013 AGM of the new
executive compensation system, this is the last year that members
of the Executive Committee are eligible to receive an award under
the plan.

PERFORMANCE MEASURES

For all executives, the Equity Plan "Se|ect” award is subject to the
same Combined Performance Factor as the Annual Incentive.
Details of the measures contained within the Combined Perfor-

mance Factor are on page 115.
Awards are subject to a cap of 200% of target.

FORM or AWARD AT GRANT

The Equity Plan "Se|ect” allows participants to choose the form of
their award. At grant, equity may be taken in the form of restricted
shares or Restricted Share Units (RSUs). Tradable share options
were removed as a choice underthis plan from December 31, 2013.

Restricted shares: Each restricted share is entitled to voting
rights and payment of dividends during the vesting period.

RSUs: Each RSU is equivalent in value to one Novartis share
and is converted into one share at the vesting date. RSUs do not
carry any dividend or voting rights, except in the United States
where associates receive a dividend equivalent during the vesting
period for 2010 and 2011 awards.

Tradable share options from former plan cycles: Tradable share
options expire on their 10th anniversary from the grant date. Each
tradable share option granted to associates entitles the holder to
purchase after vesting (and before the 10th anniversary from the
grant date) one Novartis share at a stated exercise price that equals
the closing market price of the underlying share at the grant date.
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LONG-TERM PERFORMANCE PLAN (LTPP)
ovERvIEw

The Long-Term Performance Plan (LTPP) is an equity plan for key
executives only, designed to drive long-term shareholder value
creation. The LTPP is offered to selected executives, who are in key
positions and have a significant impact on the long-term success
of Novartis.

LTPP provides grants based on a target percentage of base
compensation at the beginning of each plan cycle, and adjusted
for changes in base compensation and target percentage increases
duringthe plan cycle. Depending on the role and the level of respon-
sibility of the associates, the target incentive percentages may
reach up to 175% of base compensation. For members of the
Executive Committee, LTPP represents between 20% and 44% of
their total variable compensation at target.

PERFORMANCE MEAsuRE

The LTPP payout is based on the achievement of long-term share-
holder value creation. The rewards are based on rolling three-year
Group performance objectives focused on the Novartis Economic
Value Added (NVA) measured annually. The NVA is a measure of
the Group’s performance, taking into account Group operating
income adjusted for interest, taxes and cost of capital charge. More
simply, NVA is a measure of the value created for our sharehold-
ers over and above an expected return.

The performance ratio of a plan cycle is determined right after
the end of the third plan year by adding together the annual NVA
realizations of all plan years of the plan cycle, dividing by the sum
of performance targets for each year of the plan cycle and express-
ing the result as a percentage. The LTPP only vests if the realized
NVA for the 3 year cycle exceeds 80% of target NVA, and it is capped
at 120% of target NVA.

FORM or AWARD AT GRANT

At the beginning of every performance period, plan participants
are granted a target number of RSUs according to the following
formula:

 

NOVARTIS GROUP ANNUAL REPORT 2013

DELIVERY AT VESTING

At the end of the three-year performance period, the Compensa-
tion Committee multiplies the adjusted target number of RSUs by
the performance factor approved by the Compensation Commit-
tee. RSUs are converted into unrestricted Novartis shares and

immediately vested. In the United States, awards may also be deliv-
ered in cash under the US deferred compensation plan.

The NVA performance factor is based on a 1:5 payout curve,
where a 1% deviation in realization versus target leads to a 5%
change in payout (for example, a performance ratio of 105% leads
to a performance factor of 125%). If performance over the three-
year vesting period falls below 80% of target, no shares will vest.
If the participant leaves Novartis during the performance period
for reasons other than retirement, disability or death, none of the
award vests, unless determined otherwise by the Compensation
Committee (for example, in connection with a reorganization or
divestment). The performance factor is capped at 200% of target,
corresponding to an achievement of 20% above target.

 
130 key executives earned 494 522 shares under the LTPP 2014
cycle, based on NVA achievement that exceeded our target for the
performance period 2011 to 2013.

2013 cEo ouTcoME

For this cycle, NVA achievement was measured over a three-year
performance period, 2011 to 2013, and was 5% ahead of the cumu-
lative three-year target of USD 6.0 billion driven by strong operat-
ing income performance.

While the entire three-year cycle was impacted by significant
negative exchange rate differences (more than USD 2.0 billion in
total across the three years), which do not get adjusted in NVA, this
was more than offset by strong commercial execution versus the
strategy. Growth products performed consistently well throughout
the cycle and the expansion into emerging markets was success-
fully implemented. Further, a continued focus on productivity
initiatives — through procurement and resource allocation — has
also made a significant impact on the NVA result. In arriving at our
final NVA performance score, the Compensation Committee
excluded the favorable impact from the delayed entry of generic
competition for Diovan monotherapy in the US.
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EXECUTIVE COMMITTEE MEMBER MARKET VALUE COMPENSATION FOR PERFORMANCE YEAR 20131

Base Total
compensation Variahle compensation Benefits Total compensation

Short-term incentive plans Long-term incentive plans

Including
Long-Term Future future

Equity Plan Performance Pension Other LSSP/ESOP LSSP/ESOP“Se|ect" Plan henefits benefits match“ match’-1"
Shares Shares Shares Shares

Cash Cash (Market (Market (Market (Market
Currency (Amount) (Amount) value)’ value): value)‘ (Amount)5 (Amount)‘ (Amount)7 value) (Amount)

Joseph Jimenez
(Chief Executive Officer) CHF 2 055 417 1061200 0 3 714124 6125 823 176 071 93 652 13 226 287 0 13 226 287
Juergen Brokatzky-Geiger CHF 719 417 0 562 639 1 125130 980 285 111750 25 521 3 524 742 421998“ 3 946 740
Kevin Buehler USD 1 136 792 755 700 0 3 022 839 2 042 452 221243 67 832 7 246 858 0 7 246 858
Felix R. Ehrat CHF 841667 0 718 325 1436 503 1 155441 169 575 0 4321511 718325 5039 836

David Epstein USD 1400 000 579 600 579 668 2 898 018 2 830 397 375 079 30 013 8 692 775 579 668 9 272 443
Mark C. Fishman USD 990 000 866 300 0 3 465 002 1765 989 244152 208 836 7 540 279 0 7 540 279

Jeff George CHF 816 667 387 450 387 483 1549 856 975 344 126 872 62 607 4 306 279 193 741 4 500 020
George Gunn CHF 865 000 545 000 0 908 305 1469 616 119 676 44 682 3 952 279 0 3 952 279
Brian McNamara USD 633 231 14 527 567 873 1 164830 552 038 80 203 30 430 3 043 132 567 873 3 611005
Andrin Oswald CHF 812 500 0 529 820 1059 566 877 035 129 813 9 388 3 418122 529 820 3 947 942

Jonathan Symonds
(until April 30, 2013)“ CHF 310 833 194 792 0 1400 291 56 529 2 985 401 4 947 846 0 4 947 846
Harry Kirsch
(as from May 1, 2013) 1’ CHF 483 333 263 720 175 820 879 026 428 856 53 918 59 613 2 344 286 175 820 2 520106
Total “ CHF 10 760 277 4 506 033 3 437 610 20 450 720 20 077 080 1 797 473 3 593 293 G4 622 486 3 103 227 67 725 713

See note 12 to the Financial Statements of Novartis AG for 2012 data.

‘Does not include reimbursement for travel and other necessary business expenses incurred in
the performance of their services as these are not considered compensation.

2 Participants elected to invest some or all of the value of their annual incentive in the Leveraged
Share Savings Plan (LSSP) with a five-year vesting period or the Swiss Employee Share
Ownership Plan (ESOP) with a three-year vesting period rather than to receive cash.

3 Novartis shares granted under the Novartis Equity Plan "Select" have a three-year vesting
period.

‘Awarded based on the achievement of Novartis Economic Value Added (NVA) objectives over
the three-year performance period ended December 31, 2013.

5Service costs of pension and post-retirement healthcare benefits accumulated in 2013.
Slncludes perquisites and other compensation valued at market price. Does not include cost
allowances and 2013 tax-equalization regarding the international assignment of David Epstein
(USD 90 163), Jeff George (CHF 459 764) and Andrin Oswald (CHF 36 056). Does not include an
annual pension in payment for Kevin Buehler as a result of a change of control clause
(USD 499 524) relating to the acquisition of Alcon in 2011. Does not include dividend
equivalents paid in 2013 to Kevin Buehler (USD 256 784) for pre Alcon merger RSUs grants, to
David Epstein (USD 41 150) and Brian McNamara (USD 6 173) for RSUs grants made in or prior
to 2010.

7The value of all equity grants included in this table has been calculated based on the closing
price of January 22, 2014.

‘Reflects shares to be awarded in the future under the share saving plans, either the five-year
Leveraged Share Savings Plan (LSSP) or the three-year Swiss Employee Share Ownership Plan
(ESOP). Participants will receive the full amount of additional shares ("matching shares”) after
the expiration of either the five- or three-year vesting period, assuming that they are still in
service on the respective vesting date. Since Juergen Brokatzky-Geiger will reach the statutory
retirement age before vesting of the LSSP, the matching award disclosed in the table reflects
the value of the applicable prorated number of matching shares at his statutory age of
retirement.

NOVARTIS GROUP ANNUAL REPORT 2013

9The values of the shares and RSUs reflected in this table have been calculated based on market
value at the date of grant. The closing share price on the grant date January 22, 2014 was
CHF 73.75 per Novartis share and USD 80.79 per ADR.

“All amounts are gross amounts (i.e., before deduction of social security and income tax due by
the executives). The employer social security contribution is not included.

"Jonathan Symonds stepped down from the Executive Committee as of April 30, 2013 and
provides advisory work to Novartis since May 1, 2013. The information under the columns
"Base compensation", "Short-term incentive plans" and "Pension benefits” in the table reflects
his pro rata compensation over the period from January 1,2013 to April 30, 2013 (i.e. the
period during which he was member of the Executive Committee). The information under the
column “Long»Term Performance Plan" in the table reflects his pro rata compensation for the
performance period from January 1, 2011 to April 30, 2013 (i.e. the portion of the LTPP three-
year performance period during which he was a member of the Executive Committee). The
other compensation (“Other benefits") includes the contractual compensation and benefits
from May 1, 2013 to December 31, 2013. Jonathan Symonds may receive further contractual
compensation until January 2015 up to a maximum of CHF 2,969,293 in addition to relocation
and financial planning reimbursements.

“The amounts reflect the compensation as Permanent Attendee to the Executive Committee from
May 1,2013 until December 31,2013.

“Amounts in USD for Kevin Buehler, David Epstein, Mark C. Fishman and Brian McNamara were
converted at a rate of CHF 1.00 = USD 1.079, which is the same average exchange rate used in
the Group's consolidated financial statements.
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As the table below shows, the majority of Executive Committee
compensation is variable and awarded under the long-term
incentive plans. This ensures alignment with the interests of our
shareholders.

SHARES AND SHARE OPTIONS OWNED BY MEMBERS OF
THE EXECUTIVE COMMITTEE

The following tables show the total number of vested and unvested
Novartis shares or ADRs, as well as RSUs (but excluding unvested
matching RSUs from LSSP/ESOP and unvested RSUs from LTPP)
and the total number of share options owned by members of the
Executive Committee and "persons closely linked to them” (see
definition on page 131) as of December 31, 2013.
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As of December31, 2013, no mem ber ofthe Executive Committee

together with "persons closely linked” to them owned 1% or more
of the outstanding shares of Novartis, either directly or through
share options.

As of December 31, 2013, all members of the Executive Com-
mittee who have served at least three years on the Executive
Committee have met or exceeded their personal Novartis share
ownership requirements.
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BOARD COMPENSATION 2013

Members of boards of directors of global companies today face
increasing responsibilities and must deal with issues that require
ever higher levels of expertise and engagement. As a global health-
care company, Novartis shareholders have elected members ofthe
Board of Directors who bring the skills required to meet these chal-
lenges. We set the compensation for the members of the Board of
Directors at a level that allows for the attraction and retention of

high-caliber individuals with global experience. The members of
its Board of Directors do not receive variable compensation, under-
scoring their focus on long-term corporate strategy, supervision
and governance.

 
The Board of Directors determines the compensation of its mem-
bers, other than the Chairman, each year, based on a proposal by
the Compensation Committee and advice from its independent
advisor.

COMPENSATION or THE CHAIRMAN or THE BOARD

Daniel Vasella, M.D.

After 17 years of service as our Chairman, including 14 years as
CEO and Chairman, 2013 saw the retirement of Dr. Daniel Vasella
from the Board of Directors. The Board of Directors wishes to thank

Dr. Vasella for his leadership in creating Novartis; for his dedica-
tion to the Company; for transforming the business portfolio to
focus on healthcare, building a world-leading research organiza-
tion and a strong leadership team; and for forging a reputation that
is among the best in the industry and beyond.

Since the 2013 AGM, when he stepped down, Dr. Vasella has
provided certain transitional services, including select Board man-
dates with subsidiaries of the Company, to support the ad-interim
Chairman and the new Chairman. For his services during this tran-
sition period, from the AGM on February 22, 2013 to October 31,
2013, Dr. Vasella received cash compensation of CHF 2.7 million,
and 31 724 unrestricted shares on October 31, 2013 (market value
of the shares at the time of delivery was CHF 2.2 million). During
the same period, the Company reimbursed the cost of Dr. Vasella’s
professional legal and financial advice amounting to CHF 161 983,
and the cost of terminating his life insurance, amounting to
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CHF 60 166. For this period, a total amount of CHF 5.1 million was
paid to him.

Dr. Vasella has subsequently been available to the Company, at
the CEO’s request and discretion, to provide coaching to high-po-
tential Novartis associates and for speeches at key Novartis events.
This agreement became effective on November 1, 2013 and will
last until the end of 2016. Dr. Vasella will be compensated at a rate
of USD 25 000 per day, with an annual guaranteed minimum fee
of USD 250 000 for each of the calendar years 2014, 2015 and
2016. During November and December 2013, Dr. Vasella did not
provide any coaching to associates and did not receive any com-
pensation for this period.

Dr. Vasella will hold the title of Honorary Chairman in recogni-
tion of his significant achievements on behalf of the Company.
There are no rights associated with this role in addition to his fidu-
ciary duty as Honorary Chairman, and Dr. Vasella will not attend
Board meetings or receive Board documents. No compensation
will be provided in relation to this role other than administrative
support and security which are usual and customary for a position
of this nature.

Joerg Reinhardt, Ph.D.
At the 2013, AGM shareholders elected Dr. Joerg Reinhardt to the
Board of Directors as our Chairman, effective August 1, 2013.

As our Chairman, Dr. Reinhardt will receive total annual

compensation valued at CHF 3.8 million. The total compensation
is comprised equally of cash and shares, as follows:
— Cash compensation: CHF 1.9 million per year
—Share compensation: annual value equal to CHF 1.9 million of

unrestricted Novartis shares

Unless the Chairman decides to waive it, his total compensation
shall increase for each period from Annual General Meeting to the
succeeding Annual General Meeting at a rate at least equal to the
average rate of the base salary increase granted to the Swiss exec-
utive associates of Novartis. Dr. Reinhardt is eligible for pension
and insurance benefits according to the standard Novartis benefit
plans. There is no variable or other component to his regular
compensation.

Dr. Reinhardt will also receive compensation for lost entitle-
ments at his former employer, with a total value of EUR 2.6 million.
Payments will be staggered based on the vesting period at his
former employer, and extend overthe period from 2014-2016, pro-
vided that he remains in office as our Chairman at the respective
due dates. On January 31, 2014, 2015 and 2016 he will respectively
receive EUR 748 000, EUR 871 251 and EUR 1 045 800.
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BOARD MEMBER COMPENSATION TABLE

COMPENSATION or MEMBERS or THE BOARD or oIREcToRs FOR 2013

The following table discloses the compensation received by the
members of the Board of Directors in 2013.

BOARD MEMBER COMPENSATION IN 2013‘

 

Corporate Annual cash Shares
Governance compen- (Market

Board Audit and Compen- and Delegated sation value) Other Total
member- Vice Chairman's Compliance Risk sation Nomination hoard (CHF) (CHF) Shares (CHF) (CHF)

ship Chairman Committee Committee Committee Committee membership (A) (B)2 (Number) (C) (A)+(B)+(C)
Daniel Vasella
(until Feb 22, 2013)3 Chair Chair 0‘ -‘ °‘ -‘ 707 283 697148 11299 1573 3345 2 977 765
Joerg Reinhardt
(as of Aug 1, 2013)"’ Chair Chair 791667 950 023 14 064 1591247 1900 814
Ulrich Lehner Chair a.i.5 0 - 0 - - - 6291685 629 2175 10198 69 8259 1328 210
Enrico Vanni 0 0 - 0 Chair 355 000 355 022 5 754 410109 751032
Dimitri Azar - 0 225 000 225 020 3 647 — 450 020
Verena A. Briner - 175 000 175 043 2 837 18 7829 368 825

William Brody” - - - 262 500 262 534 4 255 — 525 034
Srikant Datar - - Chair - - 360000 360020 5835 — 720020

Ann Fudge - - - - 250 000 250 008 4 052 — 500 008
Pierre Lando|t“ 0 Chair — 410 058 6 646 213499 431407

Charles L. Sawyers - 175 000 175 043 2 837 — 350 043
Andreas von Planta - - Chair - 280 000 280 056 4 539 29 0239 589 079

Wendelin Wiedeking - - - — 450 040 7 294 26 8939 476 933
William T. Winters - 175 000 175 043 2 837 — 350 043

Rolf M. Zinkernagel 12 - - - 325 000 325 036 5 268 34 3829 684 418
Total 4 710 518 5 719 311 91 362 1 973 722 12 403 651

See note 12 to the Financial Statements of Novartis AG for 2012 data.

‘Does not include reimbursement for travel and other necessary business expenses incurred in the performance of their services as these are not compensation.
2The value of the shares reflected in this column has been calculated based on market value of the shares at grant date. All shares, except those granted to Joerg Reinhardt, were granted as per
January 17, 2013 against the prevailing share price of CHF 61.70. Joerg Reinhardt’s compensation in the form of shares was granted as per August 2,2013 against the prevailing share price of
CHF 67.55.

3 Daniel Vase||a’s compensation set out in this table reflects the Chairman period from Jan 1, 2013 to Feb 22,2013 and does not include further payments related to the post Chairman period, which
are disclosed in the section "Compensation of the Chairman of the Board”.

‘During his Chairmanship (i.e. until February 22, 2013), Daniel Vasella attended the meetings of these Committees as a guest without voting rights.
5 Includes inter alia social security costs due by the individual and paid by the company, pension costs for the Chairman period as well as a one-off pension contribution.
5Dr. Reinhardt will also receive compensation for lost entitlements at his former employer, with a total value of EUR 2.6 million. Payments will be staggered based on the vesting period at his former
employer, and extend over the period from 2014-2016, provided that he remains in office as our Chairman at the respective due dates. On January 31, 2014, 2015 and 2016 he will respectively
receive EUR 748 000, EUR 871251 and EUR 1045 800.

7 Includes social security costs due by the individual and paid by the company and pension costs.
‘Ulrich Lehner was Chairman of the Board on an ad interim basis for the period from February 22,2013 until July 31,2013. For this role and time interval, he received a cash compensation of

CHF 395 834 and an equal payment in form of shares granted as per January 17,2013 against the prevailing share price of CHF 61.70 (6 416 shares) and delivered on August 2, 2013.
9|nc|udes social security costs due by the individual and paid by the company.
“The Board of Directors has delegated William Brody to the Board of Directors of the Genomics Institute of the Novartis Research Foundation (GNF).
“According to Pierre Landolt, the Sandoz Family Foundation is the economic beneficiary of the compensation.
"The Board of Directors has delegated Rolf M. Zinkernagel to the Scientific Advisory Board of the Novartis Institute for Tropical Diseases (NITD) and to the Board of Directors of the Genomics Institute

of the Novartis Research Foundation (GNF).
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COMPENSATION GOVERNANCE

LEGAL FRAMEWORK

The Swiss Code of Obligations as well as the Corporate Governance
Guidelines of the SIX Swiss Exchange require listed companies to
disclose certain information about the compensation of members
of the Board of Directors and members of the Executive Commit-

tee, their equity participation in the Group as well as loans made
to them. This Annual Report fulfills that requirement. In addition,
our Annual Report is in line with the principles of the Swiss Code
of Best Practice for Corporate Governance of the Swiss Business
Federation (economiesuisse).

DECISION-MAKING AUTHORITIES

Authority for decisions related to compensation are governed by
the Articles of Incorporation, the Board Regulations and the Com-
pensation Committee Charter, which are published on our website:
www.novartis.com/corporate-governance. The main responsibili-
ties of the Compensation Committee are shown under "Corporate
Governance Report — Our Board of Directors — Role of the Board
of Directors and the Board Committees on page 87.”

The Compensation Committee serves as the supervisory and
governing body for compensation policies and plans within Novartis
and has overall responsibility for determining, reviewing and
proposing compensation policies and plans for approval by the
Board of Directors in line with the Compensation Committee
Charter. The main discussion points and conclusions of each meet-
ing of the Compensation Committee are summarized in a brief
report to the next meeting of the full Board.

The Compensation Committee carefully analyzes and discusses
on an ongoing basis (but at least annually) the trends and devel-
opments in the field of compensation (including changes in cor-
porate governance rules and best practices relevant to it), as well
as compensation plans and pay levels, with guidance from outside
experts and its independent advisor. The goal is to strengthen the
relationship between the compensation plans and the Group’s per-
formance. It also reviews the compensation system to ensure that
it does not encourage inappropriate or excessive risk taking and
instead encourages behaviors that support sustainable value
creation.

The Compensation Committee is composed exclusively of mem-
bers of the Board of Directors who meet the independence crite-
ria set forth in our Board Regulations. The Compensation Commit-
tee has the following five members: Anne Fudge, Enrico Vanni,
William Brody, Srikant Datar and Ulrich Lehner. Enrico Vanni has
served as Chair since 2012.

NOVARTIS GROUP ANNUAL REPORT 2013

The Compensation Committee held six formal meetings and
two additional joint telephone conferences with the Corporate
Governance and Nomination Committee (to review the impact of
the changes in Swiss remuneration rules) in 2013. The Committee
conducted a self-performance evaluation in 2013, as it does every
yean

A summary of the compensation decision-making authorities
is set out below:

 
ROLE OF THE COMPENSATION COMMITTEE’S INDEPENDENT ADVISOR

The Compensation Committee retained Frederic W. Cook & Co.,
Inc., as its independent external compensation advisor for 2013.
The advisor was hired directly by the Compensation Committee in
2011, and the Committee has been fully satisfied with the
performance of the advisor since its engagement. The Committee
Advisor is independent of management and does not perform any
other consulting work for Novartis. The key task of the indepen-
dent advisor is to assist the Compensation Committee in ensuring
that our compensation policies and plans are competitive, corre-
spond to market practice, and are in line with our compensation
principles.

The Compensation Committee enters into a consulting agree-
ment with its independent advisor on an annual basis. In determin-
ing whether or not to renew the engagement with the advisor, the
Compensation Committee evaluates the quality of the consulting
service and the benefits of rotating advisors. In addition, the Com-
pensation Committee assesses on an annual basis the projected
scope of work for the coming year.

The Compensation Committee determined that Frederic W.
Cook & Co., Inc. is free of any relationship that would impair pro-
fessional and objective judgment and advice to the Compensation
Committee, and has never been hired for work by the management
of Novartis.
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EXECUTIVE COMPENSATION 2014

OBJECTIVES or THE 2014 COMPENSATION SYSTEM

At the 2013 AGM, shareholders approved, with a significant major-
ity, key changes to our executive compensation system.

Changes will be effective for the CEO and members of the Execu-
tive Committee for performance periods beginning in January 2014.

Our new executive compensation system is intended to even
better align with the interests of our shareholders, foster long-term
value creation and to reward sustained superior performance.

The following aims were considered by the Compensation
Committee in the design of the new compensation system:
— Further simplify our program, facilitating communication inter-

nally and externally;
— Better differentiate between the performance measures to be

used for the short-term and long-term incentive plans;
—Grant only performance-vesting awards under the long-term

incentive plans; and
— Create two long-term incentives, one that focuses on internal

measures, including financial and innovation targets, and one
that focuses on external measures to further align with the inter-
ests of our shareholders.

KEY FEATURES or THE 2014 COMPENSATION SYSTEM

The key features of the new compensation system can be summa-
rized as follows:

— All variable compensation is performance-based, with separate
performance measures used for the short-term and long-term
incentive plans;

— The Annual Incentive plan (around one third of the overall incen-
tive opportunity forthe CEO and Executive Committee members)
is based on an individual balanced scorecard of 1-year financial
and non-financial performance measures,together with assessed
values and behaviors. This incentive is paid annually half in cash
and half in shares (the latter deferred and subject to forfeiture
for three years);

— The two long-term incentive plans (totaling around two thirds of
the overall incentive opportunity for the CEO and Executive Com-
mittee members) are based on different performance measures,
and are paid in shares after a three-year performance period;
— The Long-Term Performance Plan (LTPP) includes a three-year for-

ward-looking financial measure atGroup level (Novartis Cash Value
Added, NCVA), and an innovation measure at divisional level;

— The Long-Term Relative Performance Plan (LTRPP) rewards for
performance of the Group’s Total Shareholder Return (TSR)
measured over a three-year period relative to a peer group of
comparator companies; and

NOVARTIS GROUP ANNUAL REPORT 2013

— The new compensation system no longer contains discretionary
or matching share awards for Executive Committee members or
share options.

Pension and insurance benefits are provided in addition to the
above based on applicable local market practices and
regulations.

In 2013, the Compensation Committee undertook a detailed
benchmarking analysis with the support of its independent advi-
sor, Frederic W. Cook & Co., Inc., and based on data provided by
Towers Watson, to rebalance the compensation of the Executive
Committee members between the new Annual Incentive and long-
term incentive plans, ensuring that we are in line with market
practice.

In addition, the Compensation Committee reviewed the perfor-
mance measures for the variable compensation plans to ensure
full alignment with our stated strategy focusing on innovation,
growth and productivity.

For the LTPP, the Compensation Committee decided that all
Executive Committee members should be measured on Group,
rather than divisional, NCVA targets to drive cross-divisional col-
laboration forthe benefit ofthe Group. Forthe LTRPP, which focuses
on relative Total Shareholder Return, the Compensation Commit-
tee determined the payoutscale after incorporating feedback from
our shareholders.

The new compensation system is simpler, and will allow share-
holders to better evaluate the link between pay and performance
for the CEO and Executive Committee members.

Compensation for the CEO and Executive Committee members
goingforward will be awarded underthe new compensation system.
Awards granted under the previous compensation system will
continue according to the vesting schedules and rules that were
applicable at the time.
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The following payout matrix shows how the Annual Incentive per-
formance factor will then be derived. The Compensation Committee
will use its discretion to determine the final payout factor taking into
account the ranges shown. Payouts are capped at 200% of target.

 
Form of the award

The Annual Incentive is paid 50% in cash in March of the year fol-
lowing the performance period, and 50% in Novartis shares that
are deferred and restricted for three years (or RSUs if restricted
shares are not possible). Each restricted share is entitled to voting
rights and payment of dividends during the vesting period. Each
RSU is equivalent in value to one Novartis share and is converted
into one share at the vesting date. RSUs do not carry any dividend
or voting rights.

If a participant leaves Novartis for reasons other than retire-
ment, disability or death, unvested shares (and RSUs) are forfeited,
unless determined otherwise by the Compensation Committee (for
example in connection with a reorganization or divestment).

Executives may choose to receive some or all of the cash por-
tion of their Annual Incentive in shares.

Delivery of equity at vesting
Following the vesting period, settlement is made in unrestricted
Novartis shares or American Depositary Receipts (US only).

LONG-TERM PERFORMANCE PLAN (LTPP)
Overview

The new Long-Term Performance Plan (LTPP), designed to drive
long-term shareholder value creation and long-term innovation,
will be available only to the CEO and Executive Committee members
in 2014. It is intended that additional executives in key positions,
with a significant impact on the long-term success of Novartis, will
be invited to participate in the new LTPP, which will replace the
current LTPP in the future.

The target incentive is 200% of base compensation forthe CEO.
For members ofthe Executive Committee, LTPP represents between
44% and 55% of their total variable compensation at target.

NOVARTIS GROUP ANNUAL REPORT 2013

Performance measures

The LTPP payout is based on the achievement of long-term share-
holder value creation and innovation. The rewards are based on

rolling three-year global performance objectives focused on finan-
cial and innovation measures. The split of performance measures
is set out below:

 
Financial measure (Group Novartis Cash Value Added)
The Novartis Economic Value Added (NVA) metric that was used
in our previous Long-Term Performance Plan has been revised and
replaced by a metric that is based on what we assess to be our
sustainable cash flow less a capital charge on gross operating
assets. We call this metric Novartis Cash Value Added (NCVA), and
this will be used for awards under our Long-Term Performance Plan
starting with the 2014-2016 performance cycle. Although both met-
rics aim to evaluate long-term business performance and value
creation, NCVA is better aligned with the way we drive business
performance at all levels throughout the organization. Our sustain-
able cash flow is defined as our operating income after tax and
reversing for amortization charges on intangible assets, gains and
losses from non-operating financial assets which contribute to
operating income and impairment charges. Our capital charge is
defined as the notional interest using an interest rate, represent-
ing our internally calculated weighted average cost of capital for
the Group. It is calculated on our gross operating asset base, rep-
resented by net working capital, property, plant and equipment,
goodwill and other intangible assets.

Three-year forward-looking targets are set at the beginning of
the performance cycle by the Board of Directors. The performance
ratio of a plan cycle is obtained right after the end of the third plan
year by dividing the performance realization for the plan cycle by
the performance target forthe plan cycle and expressing the result
as a percentage. The calculated performance realization is adjusted
by major events during the cycle (e.g. divestments, acquisitions).
The weighting of this measure is 75% within LTPP.
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KEY FIGURES NET SALES GROWTH BY REGION

2013 Restated 2012 Change Change (in %)
USD millions USD millions‘ USD % cl: %

Net sales 57 920 56 673 2 4 E ; 5_ _ urope 7Operating income 10 910 11 193 -3 5

Return on net sales (73) 18.8 19.8 United states . 3Net income 9 292 9 383 -1 7
_ . - - - 5

Basic earnings per share (USD)1 3.76 3.83 — 2 A5'a/Af’'‘3a/A“5t’ala5'a ‘ _ 3
Core operating income? 14 485 14 842 — 2 3 C d d L t_ A _ 7

Core return on net sales (%) 25.0 26.2 ana a an a in menca - 2

Core net income? 12 533 12 576 O 5 Group r ‘ZiCore earnings per share (USD)1v2 5.09 5.15 -1 4

Equity at year end 74 472 59 263 8 I Constant currencies (cc) I US dollars
Dividend (CHF)3 2.45 2.30 7

NET SALES GROWTH BY SEGMENT CORE OPERATING INCOME GROWTH CORE OPERATING MARGIN
(iii %) (iii %)2 (iii %)2

Pharmaceuticals F 3 Pharmaceuticals %  

— 2 9 E
Vaccines and Diagnostics I g Vaccines and Diagnostics :Ss;:|S::n2igl220l1gS been turned
Consumer Health j 1(9) Consumer Health  .

4
Group 2 Group _ 2

I Constant currencies (cc) I US dollars I Constant currencies (cc) I US dollars

FREE CASH FLOW AND CHANGE IN NET DEBT TOTAL ASSETS TOTAL EQUITY AND LIABILITIES
(in USD millions) (in USD billions and %) (in USD billions and %)

Cash flows from 13 174 2°13 2°12 2°13 2012
operating activities 14 194 1263 1242 1263 1242
Purchase of property, plant & — 3 229
equipment/non—current assets — 2 811 _ _ 9.2 81

9945 Li uid funds (7%) j (7%) F_ _ Id b 19.0 I 197Free cash flow I 11 383 Other current 21.4 19.9 mancla e t (14%) (16%)assets (17%) (16%). . . — 6 100

D""d°”d5 pa'd I — 6 030 Other liabilities (2373-23 35.2
_42 (28%)

Acquisitions of businesses ‘ _1 741 951 962(76%) (77%)
Treasury share transactions — 992 74,5 69,3
and others — 65 (59%) (56%)

. 2 811

Decrease In net debt I 3 547 Non—current assets Equity
I 2013 I 2012
‘2013 average number of shares outstanding: 2 441 million (2012: 2 418 million)
2Core results for operating income, net income and earnings per share (EPS) eliminate the impact

of acquisition-related factors and certain significant exceptional items. These adjustments are
explained in detail starting on page 176.

NDVARTIS GROUP ANNUAL REPORT 2013

3Dividend payment for 2013: proposal to 2014 Annual General Meeting
‘Operating income and core operating income in 2012 have been restated by an additional

USD 318 million expense and net income and core net income by USD 235 million after taxes
to reflect the adoption of revised IAS 19 on Employee Benefits (see pages 247 and 248).
nm = not meaningful
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KEY FINANCIAL DEVELOPMENTS IN 2013

NET SALES

PHARMACEUTICALS

ALCON

SAN DOZ

VACCINES AN D DIAGNOSTICS

CONSUMER HEALTH

OPERATING INCOME

NET INCOME

BASIC EARNINGS PER SHARE

FREE CASH FLOW

DIVIDEND

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO

Net sales increased 2% (+4% in constant currencies, or cc) to USD 57.9 billion. Growth
products contributed USD 18.1 billion or 31% of Group net sales, up from 28% in 2012,
more than absorbing the impact of patent expiries.

Pharmaceuticals delivered net sales of USD 32.2 billion (0%, +3% cc), with strong
volume growth (+9 percentage points) and pricing (+1 percentage point) more than
offsetting the impact of generic competition (USD 2.2 billion, -7 percentage points).
Growth products accounted for USD 12.3 billion — or 38% of division net sales, up
from 31% in 2012 — driving portfolio rejuvenation across therapeutic areas.

Alcon achieved net sales of USD 10.5 billion (+3%, +5% cc), with sales growth across
all three franchises. Surgical (USD 3.9 billion, +7% cc) grew the fastest, driven by
cataract procedure growth, market share gains in intraocular lenses and demand for
the newly launched LenSx and Centurion equipment.

Sandoz achieved net sales of USD 9.2 billion, an increase of 5% (+5% cc), driven by
double-digit retail generics and biosimilars sales increases in Western Europe (excluding
Germany), Japan and emerging markets. Sandoz also continued to strengthen its global
leadership position in biosimilars (USD 420 million, +23% cc) in 2013.

Vaccines and Diagnostics delivered net sales of USD 2.0 billion, up 7% (+6% cc) from
2012, mainly due to higher Menveo sales and seasonal influenza demand.

Consumer Health returned to growth in 2013 as net sales increased 9% (+10% cc) to
USD 4.1 billion, driven by both the OTC and Animal Health businesses.

Operating income was USD 10.9 billion (—3%, +5% cc). Currency had a negative
impact of 8 percentage points, mainly from the weakening yen and emerging market
currencies. Core operating income was USD 14.5 billion (—2%, +3% cc). Core operating
income margin in constant currencies decreased by 0.3 percentage points, mainly from
lower gross margins due to generic erosion and R&D investment in Pharmaceuticals;
currency had a negative impact of 0.9 percentage points, resulting in a net decrease
of 1.2 percentage points to 25.0% of net sales.

Net income of USD 9.3 billion was down 1% (+7% cc) from 2012. Core net income was
USD 12.5 billion, stable in reported terms but up 5% in constant currencies, ahead of
core operating income mainly due to higher income from associated companies and
lower net financial expense.

Earnings per share (EPS) decreased 2% (+6% cc) to USD 3.76 from USD 3.83 in 2012,
while core EPS was USD 5.09 (—1%, +4% cc).

Free cash flow was USD 9.9 billion, 13% below 2012. Aside from the significant currency
impact, major reasons for the decline were increased trade receivables and higher
capital investments in manufacturing and research facilities.

Proposed dividend of CHF 2.45 per share for 2013, up 7% from CHF 2.30 in 2012,
represents 17th consecutive annual increase and a dividend yield of 3.4%. The payout
ratio as a percentage of net income is expected to increase from 66% to 74%.

59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Financial Highlights 2013 I Key Financial Developments in 2013
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NOVARTIS STRUCTURE

The Novartis Group strategy for sustainable, long-term growth is
based on focused diversification, in which we seek to access multi-

ple, growing segments of the healthcare market. Reflecting our lead-
ership positions across the market, the Group's businesses are divided
on a worldwide basis into six global operating divisions, which report
results in five segments (Pharmaceuticals, Alcon, Sandoz, Vaccines
and Diagnostics, and Consumer Health), and Corporate activities.
Except for Consumer Health, which comprises two divisions
(Over-the-Counter, or OTC, and Animal Health) that are not material
enough to the Group to be reported on an individual basis, these
segments reflect the Group's internal management structure and are
disclosed separately because they research, develop, manufacture,
distribute and sell distinct products that require different marketing
strategies.

PHARMACEUTICALS

Pharmaceuticals researches, develops, manufactures, distributes and
sells patented prescription medicines and is organized in the follow-
ing business franchises: Primary Care, consisting of Primary Care
medicines and Established Medicines; and Specialty Care, consisting
of Ophthalmology, Neuroscience, Integrated Hospital Care and Criti-
cal Care medicines. Novartis Oncology is organized as a business
unit, responsible for the global development and marketing of oncol-
ogy products.

Pharmaceuticals is the largest contributor among the segments,
and in 2013 accounted for USD 32.2 billion, or 56%, of Group net
sales and USD 9.4 billion, or 80%, of Group operating income (exclud-
ing Corporate Income and Expense, net).

ALCON

As the global leader in eye care, Alcon researches, develops, manu-
factures, distributes and sells eye care products and technologies to
serve the full lifecycle of eye care needs. Alcon offers a broad range
of products to treat many eye diseases and conditions, and is orga-
nized into three businesses: Surgical, Ophthalmic Pharmaceuticals
and Vision Care.

The Surgical portfolio includes technologies and devices for cat-
aract, retinal, glaucoma and refractive surgery, as well as intraocular
lenses to treat cataracts and refractive errors, like presbyopia and
astigmatism. Alcon also provides viscoelastics, surgical solutions,
surgical packs, and other disposable products for cataract and
vitreoretinal surgery.

In Ophthalmic Pharmaceuticals, the portfolio includes treatment
options for elevated intraocular pressure caused by glaucoma, anti-in-
fectives to aid in the treatment of bacterial infections and bacterial

conjunctivitis, ophthalmic solutions to treat inflammation and pain

NOVARTIS GROUP ANNUAL REPORT 2013

associated with ocular surgery, as well as an intravitreal injection for
vitreomacular traction, including macular hole. The Ophthalmic
Pharmaceuticals product portfolio also includes eye and nasal allergy
treatments, as well as over-the-counter dry eye relief and ocular
vitamins.

The Vision Care is comprised of disposable, monthly replacement,
and color-enhancing contact lenses, as well as a complete line of con-
tact lens care products including multi-purpose and hydrogen per-
oxide-based solutions, rewetting drops, and daily protein removers.

In 2013, Alcon accounted for USD 10.5 billion, or 18 %, of Group
net sales, and USD 1.2 billion, or 11% of Group operating income
(excluding Corporate Income and Expense, net).

SANDOZ

Sandoz develops, manufactures, distributes and sells prescription
medicines, as well as pharmaceutical and biotechnological active sub-
stances, which are not protected by valid and enforceable third-party
patents. Sandoz has activities in Retail Generics, Anti-lnfectives and
Biopharmaceuticals & Oncology lnjectables. In Retail Generics, San-
doz develops, manufactures and markets active ingredients and fin-
ished dosage forms of pharmaceuticals to third parties. Retail Gener-
ics includes the specialty areas of Dermatology, Respiratory and
Ophthalmics. In Anti-lnfectives, Sandoz manufactures active pharma-
ceutical ingredients and intermediates — mainly antibiotics — for inter-
nal use by Retail Generics and for sale to third-party customers. In
Biopharmaceuticals, Sandoz develops, manufactures and markets
protein- or other biotechnology-based products (known as biosimi-
lars or follow-on biologics) and sells biotechnology manufacturing
services to other companies, and in Oncology lnjectables, Sandoz
develops, manufactures and markets cytotoxic products for the
hospital market.

In 2013, Sandoz accounted for USD 9.2 billion, or 16%, of Group
net sales and USD 1.0 billion, or 9% of Group operating income
(excluding Corporate Income and Expense, net).

vAccINEs AND DIAGNOSTICS

Vaccines and Diagnostics consists of two activities: Vaccines and Diag-
nostics. Following the January 9, 2014 completion of the divestment
of our blood transfusion diagnostics unit to Grifols S.A., the segment
now consists only of Vaccines. Vaccines researches, develops, man-
ufactures, distributes and sells human vaccines worldwide. Diagnos-
tics researched, developed, distributed and sold blood testing and
molecular diagnostics products.

In 2013, Vaccines and Diagnostics accounted for USD 2.0 billion,
or3%, of Group netsales and generated an operating loss of USD 165
million.
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pathologic myopia (mCNV). Lucentis is approved in more than 100
countries to treat patients with the first three conditions, and in more
than 40 countries for the fourth condition. Since its launch in 2007,

there have been more than 2.2 million patient-treatment years of
exposure for Lucentis. Lucentis received several regulatory approvals
in 2013: EU approval in July for the treatment of visual impairment
due to mCNV; Japan approval in August as a treatment for visual
impairment due to mCNV and for visual impairment due to RVO,
including both branch and central RVO; and EU approval in October
for a pre-filled syringe. Genentech/Roche holds the rights to Lucentis
in the US.

Gilenya (USD 1.9 billion, +62% cc) continued to show rapid growth
as the first once-daily oral therapy approved to treat relapsing forms
of multiple sclerosis (MS) and the first in a new class of compounds
called sphingosine 1-phosphate receptor modulators. In the US,
Gilenya is indicated for relapsing forms of MS. In the EU, Gilenya is
indicated for adult patients with highly active relapsing remitting MS
(RRMS) defined as either high disease activity despite treatment with
beta interferon, or rapidly evolving severe RRMS. In an expanding oral
market with multiple options, Gilenya is the only oral MS treatment
that provides early and long-term reduction in the rate of brain vol-
ume loss and enduring high efficacy across all key disease activity
measures (disability progression, relapses, MRI activity, brain volume
loss). Gilenya is proven to consistently limit brain volume loss, seen
within 6 months and sustained for up to 4 years in Phase III studies
and up to 7 years in a Phase II study. In addition, Gilenya is the only
oral disease-modifying therapy with proven superior relapse reduc-
tion versus an active comparator (61% in interferon non-responders).
Gilenya has shown very good tolerability over the long term. Nine in
10 patients and their physicians confirm favorable tolerability in a
real-world setting. As of December 2013, more than 84 500 patients
have been treated in clinical trials and in a post-marketing setting,
and there are currently more than 118 000 patient years of exposure.
Gilenya is currently approved in over 78 countries around the world,
and is licensed from Mitsubishi Tanabe Pharma Corporation.

Sandostatin (USD 1.6 billion, +8% cc), a somatostatin analogue
used as a treatment for patients with functional gastroenteropancre-
atic tumors as well as acromegaly, continued to benefit from increas-
ing use of Sandostatin LAR in key markets. A new presentation of
Sandostatin LAR, which includes an enhanced diluent, safety needle
and vial adapter, has been approved in 40 countries to date with addi-
tional filings underway. Sandostatin LAR is also approved in 44 coun-
tries for the delay of disease progression in patients with advanced
neuroendocrine tumors of the midgut or unknown primary tumor
location. Sandostatin was first launched in 1988 and is approved in
more than 100 countries.

Exforge Group (USD 1.5 billion, +12% cc) includes two medicines
approved forthe treatment of hypertension Exforge, a single-pill com-
bination of the angiotensin receptor blocker (ARB) valsartan and the
calcium channel blocker amlodipine besylate; and Exforge HCT, a
single pill combining an ARB (valsartan), calcium channel blocker
(amlodipine) and a diuretic (hydrochlorothiazide). Exforge Group

NOVARTIS GROUP ANNUAL REPORT 2013

continued to grow at a double-digit rate, fueled by robust growth in
Europe, Latin America, Asia Pacific, and the Middle East, as well as
ongoing Exforge HCT launches in Asia and Latin America. Exforge is
now available in more than 100 countries. Exforge HCT is available in
over 60 countries.

Afinifor/Vofubia (USD 1.3 billion, +66% cc), an oral inhibitor of
the mTOR pathway, continued its strong growth trajectory in 2013
with sales across multiple indications. Afinitor is approved in more
than 100 countries for the treatment of various cancers including
HR+/HER2- advanced breast cancer, advanced renal cell carcinoma
and advanced pancreatic neuroendocrine tumors (N ET). Everolim us,
the active ingredient in Afinitor/Votubia, is also available in more than
60 countries for the treatment of renal angiomyolipomas and/or sub-
ependymal giant cell astrocytomas (SEGA) associated with tuberous
sclerosis complex (TSC), including as a dispersible tablet formulation
in the US and EU for SEGA. Everolimus is also in Phase III develop-
ment for patients with gastrointestinal and lung NET, HER2+ breast
cancer, lymphoma and TSC-related seizures. Everolimus is available
under the trade names Zortress/Certican for use in other non-oncol-

ogy indications and is exclusively licensed to Abbott and su blicensed
to Boston Scientific for use in drug-eluting stents.

Tasigna (USD 1.3 billion, +31% cc) grew rapidly as a more effec-
tive, targeted therapy for certain adult patients with Ph+ CML. It is
currently approved as a first-line therapy for newly diagnosed patients
with Ph+ CML in the chronic phase in more than 85 countries glob-
ally, includingthe US, EU,Japan and Switzerland, with additional sub-
missions pending worldwide. Tasigna (nilotinib) is also approved in
more than 110 countries as a second-line treatment for patients with
Ph+ CML in chronic and/or accelerated phase who are resistant or
intolerant to existing treatment, such as Gleevec/Glivec. Tasigna mar-
ket share continues to rise in markets around the world in both the

first-line and second-line settings. This product is part of our Bcr-Abl
franchise with net sales of USD 6.0 billion, (+7% cc), which also
includes Gleevec/Glivec. Novartis has initiated a global clinical trial
program to evaluate the potential for Ph+ CML patients to maintain
deep molecular response after stopping nilotinib therapy — a concept
called treatment-free remission.

Galvus Group (USD 1.2 billion, +40% cc), which includes Galvus,
an oral treatment fortype 2 diabetes, and Eucreas, a single-pill com-
bination ofvildagliptin (the active ingredient in Galvus) and metformin,
continued to deliver strong growth across markets including Europe,
Japan, Latin America, and Asia Pacific. Performance was driven by a
continued focus on patients whose diabetes remains uncontrolled on
metformin, as well as an expansion of usage in new patient segments
based on new indications. Galvus and Eucreas are currently approved
in more than 110 countries. In October, the German Federal Joint

Committee (G-BA) announced the results of its benefit assessment
of Galvus and Eucreas, finding that they do not provide an additional
benefit relative to sulphonylureas in combination with metformin. This
decision is not consistent with the views of other Health Technology
Assessment bodies and is the result of the German assessment

process that limited its review to specific comparators.
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Assumptions and estimates used by the Group may differ mate-
rially from the actual results we experience due to changing market
and economic conditions, higher or lower withdrawal rates, and ion-
ger or shorter life spans of participants among otherfactors. For exam-
ple, in 2013, a decrease in the interest rate we apply in determining
the present value of the defined benefit obligations of one quarter of
one percent would have increased our year-end defined benefit pen-
sion obligation for plans in Switzerland, US, UK, Germany and Japan,
which represent 95% of the Group total defined benefit pension obli-
gation, by approximately USD 0.8 billion. Similarly, if the 2013 inter-
est rate had been one quarter of one percentage point lower than
actually assumed, net periodic pension costfor pension plans in these
countries, which represent about 92% of the Group's total net peri-
odic pension cost for pension plans, would have increased by approx-
imately USD 34 million. Depending on events, such differences could
have a material effect on our total equity. For more information on
obligations under retirement and other post-employment benefit
plans and underlying actuarial assumptions, see Note 25 to the
Group's consolidated financial statements.

CONTINGENCIES

A num ber of our subsidiaries are involved in various government inves-
tigations and legal proceedings (intellectual property, sales and mar-
keting practices, product liability, commercial, employment and
wrongful discharge, environmental claims, etc.) arising out of the nor-
mal conduct of their businesses. For more information, see Note 20

to the Group's consolidated financial statements.
We record accruals for contingencies when it is probable that a

liability has been incurred and the amount can be reliably estimated.
These accruals are adjusted periodically as assessments change or
additional information becomes available. For product liability claims,
a significant portion of the overall accrual is actuarially determined
based on factors such as past experience, amount and number of
claims reported, and estimates of claims incurred but not yet reported.
We provide for individually significant cases when probable and the
amount can be reliably estimated. Expected legal defense costs are
accrued when the amount can be reliably estimated.

In some instances, the inherent uncertainty of litigation, the
resources required to defend against governmental actions, the poten-
tial impact on our reputation, and the potential for exclusion from gov-
ernment reimbursement programs in the US and other countries have
contributed to decisions by Novartis and other companies in our indus-
try to enter into settlement agreements with governmental authorities.
These settlements have had in the past, and may continue in the future,
to involve large cash payments, including potential repayment of
amounts that were allegedly improperly obtained and other penalties
including treble damages. In addition, settlements of governmental
healthcare fraud cases often require companies to enter into corpo-
rate integrity agreements, which are intended to regulate company
behavior for a period of years. Our affiliate Novartis Pharmaceuticals
Corporation is a party to such an agreement, which will expire in 2015.
Also, matters underlying governmental investigations and settlements
may be the subject of separate private litigation.

NOVARTIS GROUP ANNUAL REPORT 2013

Provisions are recorded for environmental remediation costs when

expenditure on remedial work is probable and the cost can be reli-
ably estimated. Remediation costs are provided for under "Non-cur-
rent liabilities” in the Group's consolidated balance sheet. They are
estimated by calculating the present value of expected costs.

Provisions relating to estimated future expenditure for liabilities
do not usually reflect any insurance or other claims or recoveries,
since these are only recognized as assets when the amount is rea-
sonably estimable and collection is virtually certain.

RESEARCH & DEVELOPMENT

Internal Research & Development costs are fully charged to the con-
solidated income statement in the period in which they are incurred.
We consider that regulatory and other uncertainties inherent in the
development of new products preclude the capitalization of internal
development expenses as an intangible asset usually until marketing
approval from the regulatory authority is obtained in a relevant major
market, such as for the US, the EU, Switzerland or Japan.

HEALTHCARE CONTRIBUTIONS

In many countries oursubsidiaries are required to make contributions
to the countries’ healthcare costs as part of programs other than the
ones mentioned under deductions from revenue above. The amounts

to be paid depend on various criteria such as the sales volume com-
pared to certain targets, com pared to the com petition or to the Group's
market share. There is considerable judgment required in estimating
these contributions. The most important healthcare contributions
relate to the United States Healthcare Reform fee which was intro-

duced in 2011. This fee is an annual fee to be paid by pharmaceuti-
cal companies based on the prior year's government program sales.
Effective 2013, the US government has also implemented a medical
device sales tax which is levied on Alcon’s US sales of products that
are considered surgical devices under the respective act. The Phar-
maceutical fee and the Medical Device Tax are recorded in "Other

expenses” since they are considered to be an indirect tax or in inven-
tory and cost of goods sold when the tax is levied on intercompany
sales. The annual expense forthese US taxes is approximately USD 200
million.

TAXES

We prepare and file our tax returns based on an interpretation of tax
laws and regulations, and record estimates based on these judgments
and interpretations. Our tax returns are subject to examination by the
com petent taxing authorities,which may result in an assessment being
made requiring payments of additional tax, interest or penalties. Inher-
ent uncertainties exist in our estimates of ourtax positions. We believe
that our estimated amounts for current and deferred tax assets or lia-

bilities, including any amounts related to any uncertain tax positions,
are appropriate based on currently known facts and circumstances.

NEW ACCOUNTING PRONOUNCEMENTS

See Note 1 to the Group's consolidated financial statements.
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Some of our best-selling products have begun to face consider-
able competition due to the expiration of patent protection. For
example:
— The patent on valsartan, the active ingredient of Diovan/Co-Diovan/

Diovan HCT (high blood pressure), which was long our best-selling
product, expired in the major countries of the EU in November 2011,
and generic competitors have launched there. In addition, patent
protection expired in the US in September 2012, and generic ver-
sions of Diovan HCT have launched in the US. Generic versions of

Diovan monotherapy have not yet launched in the US but could
potentially launch at any time. In addition, patent protection for Dio-
van expired in Japan in 2013, and will expire there in 2016 for Co-Dio-
van (including patent term extensions).

— The patent on the active ingredient in Gleevec/Glivec (cancer) will
expire in 2015 in the US, in 2016 in the major EU countries and in
September 2014 for the main indications in Japan. However, the
product is protected by additional patents claiming innovative fea-
tures of Gleevec/Glivec. Generic versions of Gleevec/Glivec have

already launched in Turkey, Brazil, Canada, China, India, Russia and
for a minor indication in Japan.

In 2014,the impact of generic competition on our net sales is expected
to be as much as USD 3.0 billion. Because we typically have reduced
marketing and R&D expenses related to a product in its final year of
exclusivity, it is anticipated that the loss of patent protection will have
an impact on our operating income, which can be expected to corre-
spond to a significant portion of the product's lost sales.

Aside from generic competition, all of our businesses face other
competing healthcare products. Doctors, patients or those responsi-
ble for the reimbursement of the cost of healthcare products may
choose competitor products over ours if they perceive the products
to be safer, more effective, easierto administer, less expensive or more
cost effective. In 2013, for example, we saw launches of products sig-
nificantly competitive to Lucentis and Gilenya, two growth products
in our Pharmaceuticals Division. Such competitive products could
affect the revenues from our products, and could affect our results
of operations.

Though the wave of patent expiries presents a significant chal-
lenge to our Pharmaceuticals and Alcon Divisions, it is also an oppor-
tunity for ou r Sandoz Division, which develops, manufactures, distrib-
utes and sells prescription medicines that are not protected by valid
and enforceable third-party patents. Accordingto IMS Health, Sandoz
is the number two company in worldwide generics sales and is the
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global leader in biosimilars. With our global footprint and advanced
technical expertise, as well as our strong track record of being first to
market with new generic medicines, we expect Sandoz to help offset
the impact of generic competition on our branded portfolio.

HEIGHTENED REGULATORY AND SAFETY HURDLES

Following a series of widely publicized issues in recent years, health
regulators are increasingly focusing on product safety. In addition,
government authorities around the world have paid increased atten-
tion to the risk/benefit profile of pharmaceutical products with an
emphasis on product safety and on incremental improvement over
older products in the same therapeutic class. These developments
have led to requests for more clinical trial data, for the inclusion of a
significantly higher number of patients in clinical trials and for more
detailed analyses of the trials. As a result, the already lengthy and
expensive process of obtaining regulatory approvals for pharmaceu-
tical products has become even more challenging.

The post-approval regulatory burden on healthcare companies
has also been growing. Approved drugs have increasingly been sub-
ject to requirements such as Risk Evaluation and Mitigation Strate-
gies (REMS), risk management plans, comparative effectiveness stud-
ies, health technology assessments and requirements to conduct
post-approval Phase IV clinical trials to gatherfar more detailed safety
and other data on products. These requirements make the mainte-
nance of regulatory approvals and achievement of reimbursement for
our products increasingly expensive and further heighten the risk of
recalls, product withdrawals, or loss of market share. Like our indus-
try peers, we have been required by health authorities to conduct
additional clinical trials, and to submit additional analyses of our data
in order to obtain product approvals or reimbursement by govern-
ment or private payors. We have had REMS and other such require-
ments imposed as a condition for approval of our new drugs. By
increasingthe costs of and causing delays in obtaining approvals, and
by creating an increased risk that products eitherwill not be approved,
or will be removed from the market after previously having been
approved, these regulatory developments have had, and can be
expected to continue to have, a material adverse effect on our busi-
ness, financial condition and results of operations.

Despite this risk, however, we expect that our focus on improving
patient outcomes and understanding disease pathways will allow
Novartis to continue to bring innovative, effective and safe medicines
to market.
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In addition to pricing pressures, concerns continue that some
countries, including Greece, Italy, Portugal and Spain, may not be able
to fully pay us for our products. Certain other countries, such as Ven-
ezuela, have taken steps to introduce exchange controls and limit
companies from distributing retained earnings or paying intercom-
pany payables due from those countries.

Current economic conditions may also adversely affect the ability
of our distributors, customers, suppliers and service providers to
obtain the liquidity required to pay for our products, or otherwise to
buy necessary inventory or raw materials, and to perform their obli-
gations under agreements with us, which could disrupt our opera-
tions, and could negatively impact our business and cash flow. In
addition, the varying effects of difficult economic times on the econ-
omies, currencies and financial markets of different countries has

impacted, and may continue to impact, the conversion of our oper-
ating results into our reporting currency, the US dollar, as well as the
value of our investments in our pension plans. The financial situation
may also result in a lower return on our financial investments, and a
lower value on some of our assets. Alternately, inflation could accel-
erate, which could lead to higher interest rates and increase our costs
of raising capital.

Consumer behavior has also been impacted by the weakeconomic
environment, with patients around the world lookingfor ways to keep
healthcare spending to a minimum. According to a study by the Com-
monwealth Fund, 80 million people in the US skipped recommended
medical care or services because of high costs in 2012, up from 75
million people in 2011. Some of our businesses, including the elec-
tive surgical business of our Alcon Division and our OTC and Animal
Health Divisions, may be particularly sensitive to declines in consumer
spending. Our Pharmaceuticals, Vaccines and Diagnostics, and San-
doz Divisions, and the other remaining businesses of our Alcon Divi-
sion, may also be sensitive to consumer cutbacks, particularly given
the increasing requirements in certain countries that patients pay a
larger contribution toward their own healthcare costs. As a result,
there is a risk that consumers may cut back on prescription drugs
and vaccines, as well as consumer health products, to help cope with
rising costs and difficult economic times. To offset this trend and help
ensure that patients get the care they need, Novartis offers coupon
programs and incentives for patented products to facilitate access to
the most effective treatments at an affordable price.

POTENTIAL LIABILITY ARISING FROM LEGAL PROCEEDINGS

In recent years, there has been a trend of increasing government
investigations and litigations against companies operating in the
industries of which we are a part, both in the US and in an increasing
number of countries around the world. We are obligated to comply

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

with the laws of all of the countries around the world in which we oper-
ate and sell products, both with respect to an extremely wide and
growing range of activities, and with new requirements imposed on
us from time to time as government and public expectations regard-
ing acceptable corporate behavior change. To that end, we have a sig-
nificant global compliance program in place, and devote substantial
time and resources to efforts to ensure that our business is conducted

in a legal and publicly acceptable manner. Nonetheless, despite our
efforts, any failure to comply with the law or with heightened public
expectations could lead to substantial liabilities that may not be cov-
ered by insurance and could affect our business and reputation.

A number of our subsidiaries are, and will likely continue to be,
subject to various legal proceedings that arise from time to time,
including proceedings regarding product liability, sales and market-
ing practices, commercial disputes, employment and wrongful dis-
charge, antitrust, securities, health and safety, environmental reme-
diation, taxation, privacy and intellectual property matters. Such
proceedings are inherently unpredictable, and largejudgments some-
times occur. As a consequence, we may in the future incurjudgments
or enter into settlements of claims that could have a material adverse

effect on our results of operations or cash flows.
Governments and regulatory authorities around the world have

been stepping up their compliance and law enforcement activities in
recent years, and are increasingly challenging practices previously
considered to be legal. Responding to such challenges and new reg-
ulations is costly, and requires an increasing amount of our manage-
ment’s time and attention. In addition, such investigations may affect
our reputation, create a risk of potential exclusion from government
reimbursement programs in the US and other countries, and may
lead to litigation.

These factors have contributed to recent decisions by us and other
companies in our industry, when deemed in their interest, to enter
into settlement agreements with governmental authorities around the
world prior to any formal decision by the authorities. These settle-
ments have involved and may continue to involve large cash payments,
including the potential repayment of amounts allegedly obtained
improperly and penalties of up to treble damages. In addition, settle-
ments of healthcare fraud cases often require companies to enter
into corporate integrity agreements, which are intended to regulate
company behavior for a period of years. Our affiliate Novartis Phar-
maceuticals Corporation is a party to such an agreement, which will
expire in 2015. Also, matters underlying governmental investigations
and settlements may be the subject of separate private litigation.
Adverse judgments or settlements in any significant investigations or
cases against us could have a material adverse effect on our busi-
ness, financial condition and results of operations.
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NOVARTIS GROUP CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENTS

(For the years ended December 31, 2013 and 2012)

Net sales
Note

Other revenues

Cost of goods sold
Gross profit
Marketing & Sales
Research & Development
General & Administration
Other income

Other expense
Operating income
Income from associated companies
Interest expense
Other financial income and expense
Income before taxes

U'|(J'|-I50)
Taxes
Net income
Attributable to:

Shareholders of Novartis AG

Non-controlling interests

Basic earnings per share (USD)

Diluted earnings per share (USD)

The accompanying Notes form an integral part of the consolidated financial statements.
‘Restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

NOVARTIS GROUP ANNUAL REPORT 2013

Restated
2012‘

USD million;
56 673

888
— 18 756

38 805
— 14 353

— 9 332
— 2 937

1 049
— 2 039
11 193

552
— 724

— 96
10 925

— 1 542
9 383

 

9 270
113

3.83

3.79
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(For the years ended December 31,2013 and 2012)

Restated
20121

Note USD millions
Net income 9 383

Other comprehensive income to be eventually recycled into the consolidated income statement:
Fair value adjustments on marketable securities, net of taxes 8.1 75
Fair value adjustments on deferred cash flow hedges, net of taxes 8.1 41

Total fair value adjustments on financial instruments, net of taxes 8.1 116
Novartis share of other items recorded in comprehensive income recognized by associated companies, net of taxes 8.2 — 107
Currency translation effects 8.3 808

Total of items to eventually recycle 817
Other comprehensive income never to be recycled into the consolidated income statement:

Actuarial gains/(losses) from defined benefit plans, net of taxes 8.4 — 1 581
Total comprehensive income 8 619
Attributable to:

Shareholders of Novartis AG 8 507

Non-controlling interests 112

 
The accompanying Notes form an integral part of the consolidated financial statements.
‘Restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Novartis Group Consolidated Financial Statements
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ª ªª ¬©°ªª ¬©°ªª ¬©°ªª ¬©°ªª ÎÏ9$ÌÍÔË×ÍÌªªÌ ÎéË ÓÖÏËéÌ¸ª ¬©°ªª ¬©°
ª ¢ÓÍËªª ÔÕÖÖÕÓ×Ìªª ÔÕÖÖÕÓ×Ìªª ÔÕÖÖÕÓ×Ìªª ÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ì¸ª ÔÕÖÖÕÓ×Ìªª ÔÕÖÖÕÓ×Ì

§ÓÍÎÖªË8$ÕÍ7ªÎÍª:Î×$Îé7ª�;ªÐÑ�Ðª<ªê$úÖÕÌ ËÏ̧ ¸ª �ªÑ�Û¸ª <ª�Ð�¸ª �Ú ¸ª ÛØªÛÑÐ¸ª <ª Ø�¸ª ÛØª ¡¡¸ª ÚÛ¸ª ÛØªÚ¡Ñ¸

ò»Âä½¾¾îâîÂ½¹î¶¿̧¶â̧¾º½·»̧ó·»ÃîÞÃ ¹̧¶̧·»¹½î¿»À̧»½·¿î¿ã¾̧ ß#Æ¸¸ ¸¸ ¸¸ å̧Æßà¸¸ Æßà¸¸ ¸¸ ¸¸ ¸¸ ¸

ò»Âä½¾¾îâîÂ½¹î¶¿̧¶â̧·»Ý½äÞ½¹î¶¿̧¶â̧ó·»Ýî¶Þ¾ä¼̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

º»äÀ̧»=Þî¹¼̧î¿¹»·»¾¹̧¹¶̧·»¹½î¿»À̧»½·¿î¿ã¾̧ à¸¸ ¸¸ ¸¸ ¸¸ æàè¸¸ å̧æàè¸¸ ¸¸ ¸¸ ¸

ò»¾¹½¹»Ã»¿¹̧ÀÞ»̧¹¶̧·»Ýî¾»À̧ùõð̧Æß̧¸ ªª ªª ªª ª¸ ª¸ ª¸ ªª ª¸ ¸

¶¿̧&'(��)���*�����þ�Æ̧¸ à1ÅÉªª ªª ªª ª¸ å̧ÆèÆª¸ ÈÉÉª¸ ñßªª ª¸ ñß¸

§ÓÍÎÖªË8$ÕÍ7ªÎÍª:Î×$Îé7ª�;ªÐÑ�Ðª<ªéËÌÍÎÍËÏª ªª �ªÑ�Ûªª <ª�Ð�ªª ªª ÛÛªÒÒ¡ªª <ª�ªÒÒÛªª ÛØª ÚÒªª ÚÛªª ÛØªÚ Ú¸

%»¹̧î¿Â¶Ã»Ç̧·»¾¹½¹»À̧ ¸¸ ¸¸ ¸¸ ¸¸ ß̧ÈçÉ¸¸ ¸¸ ß̧ÈçÉ¸¸ ÆÆÅ¸¸ ß̧ÅàÅ¸

Ü¹º»·̧Â¶Ãó·»º»¿¾îÝ»̧î¿Â¶Ã»Ç̧·»¾¹½¹»ÀÆ̧¸ àªª ªª ªª ª¸ å̧ÆÉçª¸ å̧æèæª¸ å̧çæÅª¸ å̧Æª¸ å̧çæñ¸

§ÓÍÎÖªøÓÔêéË Ë×ÌÕ2ËªÕ×øÓÔËª ªª ªª ªª ªª Úª�ÛÒªª <ªÛØÛªª  ªØÑÙªª ��Ðªª  ªÛ�Ú¸

ÁîÝîÀ»¿À¾̧ ß#È¸¸ ¸¸ ¸¸ ¸¸ å̧æ̧ÉÅÉ¸¸ ¸¸ å̧æ̧ÉÅÉ¸¸ ¸¸ å̧æ̧ÉÅÉ¸

>Þ·Âº½¾»̧¶â̧¹·»½¾Þ·¼̧¾º½·»¾̧ ß#Å¸¸ ¸¸ å̧è¸¸ ¸¸ å̧èÉÉ¸¸ ¸¸ å̧èÉè¸¸ ¸¸ å̧èÉè¸

ù¿Â·»½¾»̧î¿̧»=Þî¹¼̧â·¶Ã »̧ö»·Âî¾»̧¶â̧¶ó¹î¶¿¾̧̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

½¿À̧»Ãóä¶¼»»̧¹·½¿¾½Â¹î¶¿¾̧ ß#ñ¸¸ ¸¸ ç¸¸ ¸¸ ñÉß¸¸ ¸¸ ñÆæ¸¸ ¸¸ ñÆæ¸

ò»ÀÞÂ¹î¶¿̧¶â̧¾º½·»̧Â½óî¹½ä̧ ß#è¸¸ å̧Æè¸¸ ÈÆ¸¸ ¸¸ å̧æ¸¸ ¸¸ ¸¸ ¸¸ ¸

?=Þî¹¼@Ä½¾»À̧Â¶Ãó»¿¾½¹î¶¿̧ ß#æ¸¸ ¸¸ æ¸¸ ¸¸ àèÉ¸¸ ¸¸ àèæ¸¸ ¸¸ àèæ¸

áº½¿ã»¾̧î¿̧¿¶¿@Â¶¿¹·¶ääî¿ã̧î¿¹»·»¾¹¾̧ ß#àªª ªª ªª ª¸ ª¸ ª¸ ª¸ å̧àÈª¸ å̧àÈ¸

§ÓÍÎÖªÓëªÓÍ ËéªË8$ÕÍ7ªÔÓ2ËÔË×ÍÌ̧ ªª <ª�Øªª ÐÚªª ªª <ªØªÐÙÙªª ªª <ªØªÐÛÒªª <ª Ðªª <ªØªÒ¡Ø¸

§ÓÍÎÖªË8$ÕÍ7ªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª ªª �ªÑÑ�ªª <ªÚÐªª ªª ÙÑªÐÐÑªª <ª�ªÚÚÐªª ÛÚª�ÒÙªª �ÐÛªª ÛÚªÐÛÒ¸¸

%»¹̧î¿Â¶Ã»̧ ¸¸ ¸¸ ¸¸ ¸¸ ß̧Æçè¸¸ ¸¸ ß̧Æçè¸¸ ÆÆç¸¸ ß̧ÈßÈ¸

Ü¹º»·̧Â¶Ãó·»º»¿¾îÝ»̧î¿Â¶Ã»̧ àªª ¸ª ¸ª ¸¸ è¸¸ Ȩ̀Åèà¸¸ Ȩ̀ÅæÅ¸¸ å̧è¸¸ Ȩ̀Åèà¸

§ÓÍÎÖªøÓÔêéË Ë×ÌÕ2ËªÕ×øÓÔËª ªª ¸ª ¸ª ¸ª Úª� Ñ¸ª ÐªÒØ ¸ª ��ªØÒ ¸ª ��Ð¸ª ��ªÛØÑ¸

ÁîÝîÀ»¿À¾̧ ß#È¸¸ ¸¸ ¸¸ ¸¸ å̧æ̧ÆÉÉ¸¸ ¸¸ å̧æ̧ÆÉÉ¸¸ ¸¸ å̧æ̧ÆÉÉ¸

>Þ·Âº½¾»̧¶â̧¹·»½¾Þ·¼̧¾º½·»¾̧ ß#Å¸¸ ¸¸ å̧ÈÈ¸¸ ¸¸ å̧Ȩ̀ßæà¸¸ ¸¸ å̧Ȩ̀ßßÉ¸¸ ¸¸ å̧Ȩ̀ßßÉ¸

ù¿Â·»½¾»̧î¿̧»=Þî¹¼̧â·¶Ã »̧ö»·Âî¾»̧¶â̧¶ó¹î¶¿¾̧̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

½¿À̧»Ãóä¶¼»»̧¹·½¿¾½Â¹î¶¿¾̧ ß#ñ¸¸ ¸¸ Æß¸¸ ¸¸ Æ̧æçÈ¸¸ ¸¸ Æ̧æßÆ¸¸ ¸¸ Æ̧æßÆ¸

?=Þî¹¼@Ä½¾»À̧Â¶Ãó»¿¾½¹î¶¿̧ ß#æ¸¸ ¸¸ æ¸¸ ¸¸ Æ̧ÉçÆ¸¸ ¸¸ Æ̧Éçç¸¸ ¸¸ Æ̧Éçç¸

ùÃó½Â¹̧¶â̧Âº½¿ã»̧î¿̧¶/¿»·¾ºîó̧¶â̧Â¶¿¾¶äîÀ½¹»À̧»¿¹î¹î»¾̧ ß#ç¸¸ ¸¸ ¸¸ ¸¸ å̧ÆÉ¸¸ ¸¸ å̧ÆÉ¸¸ ¸¸ å̧ÆÉ¸

áº½¿ã»¾̧î¿̧¿¶¿@Â¶¿¹·¶ääî¿ã̧î¿¹»·»¾¹¾̧ ß#àªª ¸ª ¸ª ¸¸ ¸¸ ¸¸ ¸¸ å̧ÆÉß¸¸ å̧ÆÉß¸

§ÓÍÎÖªÓëªÓÍ ËéªË8$ÕÍ7ªÔÓ2ËÔË×ÍÌª ªª ¸ª Ò¸ª ¸ª <ªÛªÒÒØ¸ª ¸ª <ªÛªÒÒÐ¸ª <ª�ÑÚ¸ª <ªÛª¡¡�¸

§ÓÍÎÖªË8$ÕÍ7ªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª ªª �ªÑÑ�ªª <ª Úªª ªª ÙÒªÑÛØªª ÒÛÛªª Ù¡ªÒ¡Òªª �ÐÚªª Ù¡ª¡ÙÐ¸

üº»̧½ÂÂ¶Ãó½¿¼î¿ã̧%¶¹»¾̧â¶·Ã ½̧¿̧î¿¹»ã·½ä̧ó½·¹̧¶â̧¹º»̧Â¶¿¾¶äîÀ½¹»À̧âî¿½¿Âî½ä̧¾¹½¹»Ã»¿¹¾#
Æò̧»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»̧½À¶ó¹î¶¿̧¶â̧·»Ýî¾»À̧ùõðÆß̧¶¿�&'(��)���*�����þ��́¾»»̧%¶¹»̧ÅÉÊ#

0188



� Ù������������ ¡�¢� £¤���¥�¦§̈ ¥©¦������̈ ª�§¡�� ¤«���©�����¦̈ ����¬��¬¡®¡§¡̈ �̄ °°���©�����¦̈ ���� ��¦©�� £±°���©�²��¬¦̈ ¡�������̈ � ³́ µ¶·¶̧¹º»º¼¹»½¶¾¿ÀÁ¾Â

%¶Ý½·¹î¾̧ô·¶Þó̧á¶¿¾¶äîÀ½¹»À̧µî¿½¿Âî½ä̧ð¹½¹»Ã»¿¹¾

®£¢©£̄ °̈¥§±°ª�¥̄ ¥¢®±ª©+±±§©ªª

ṍ¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧½¿À̧ÈÉÆÈȨ̂

ª ªª ªª ¦ËÌÍÎÍËÏ¸

ª ªª ÐÑ�Òªª ÐÑ�Ð�̧

ª ¢ÓÍËªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ì¸

¥ÌÌËÍÌ̧ ªª ªª ª

¢Ó×6ø$ééË×ÍªÎÌÌËÍÌ̧ ªª ªª ª

>·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧ ÆÉ¸¸ Æà̧Æßç¸¸ Ææ̧ßÅß¸

ô¶¶À/îää̧ ÆÆ¸¸ ÅÆ̧ÉÈæ¸¸ ÅÆ̧ÉßÉ¸

ù¿¹½¿ãîÄä»̧½¾¾»¹¾̧¶¹º»·̧¹º½¿̧ã¶¶À/îää̧ ÆÆ¸¸ Èç̧àñÆ¸¸ ÅȨ́ÅÅÆ¸

ù¿Ý»¾¹Ã»¿¹¾̧î¿̧½¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾̧ ñ¸¸ ß̧ÈÈè¸¸ à̧àñÉ¸

Á»â»··»À̧¹½ö̧½¾¾»¹¾̧ ÆÈ¸¸ ç̧Åçè¸¸ ç̧Åæè¸

µî¿½¿Âî½ä̧½¾¾»¹¾̧ ÆÅ¸¸ Æ̧èÈÅ¸¸ Æ̧ÆÆç¸

Ü¹º»·̧¿¶¿@ÂÞ··»¿¹̧½¾¾»¹¾̧ ÆÅ¸¸ èÈè¸¸ èÉè¸

§ÓÍÎÖª×Ó×6ø$ééË×ÍªÎÌÌËÍÌªAÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$ȩ̂ ªª ÚØªÙ�Ðªª ÚÛª� Ùª

®$ééË×ÍªÎÌÌËÍÌ̧ ªª ªª ª

ù¿Ý»¿¹¶·î»¾̧ Æñ¸¸ ç̧Èæç¸¸ æ̧çññ¸

ü·½À»̧·»Â»îÝ½Ää»¾̧ Æè¸¸ ß̧ßÉÈ¸¸ ÆȨ́ÉèÆ¸

ü¶¹½ä̧Ã½·í»¹½Ää»̧¾»ÂÞ·î¹î»¾Ç̧Â¶ÃÃ¶Àî¹î»¾Ç̧¹îÃ»̧À»ó¶¾î¹¾̧½¿À̧À»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ Ææ¸¸ Ȩ̀èÅè¸¸ Ȩ̀èæç¸

á½¾º̧½¿À̧Â½¾º̧»=ÞîÝ½ä»¿¹¾̧ Ææ¸¸ æ̧æàç¸¸ ȩ̀èèÈ¸

Ü¹º»·̧ÂÞ··»¿¹̧½¾¾»¹¾̧ Æç¸¸ Å̧ÅßÈ¸¸ Å̧ÉßÉ¸

§ÓÍÎÖªø$ééË×ÍªÎÌÌËÍÌªAÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª ªª ÐÚªÙ Òªª Ð ªÑÑ¡ª

õ¾¾»¹¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ È¸¸ çèß¸¸ ¸

§ÓÍÎÖªø$ééË×ÍªÎÌÌËÍÌ̧ ªª ÒÑªØ¡Ðªª Ð ªÑÑ¡ª

§ÓÍÎÖªÎÌÌËÍÌ̧ ªª �ÐÛªÐØ¡ªª �Ð¡ª�Ú�ª

¸ ¸¸ ¸¸ ¸

±8$ÕÍ7ªÎ×ÏªÖÕÎúÕÖÕÍÕËÌ̧ ªª ªª ª

±8$ÕÍ7̧ ªª ªª ª

ðº½·»̧Â½óî¹½ä̧ Æà¸¸ Æ̧ÉÉÆ¸¸ Æ̧ÉÉÆ¸

ü·»½¾Þ·¼̧¾º½·»¾̧ Æà¸¸ å̧àß¸¸ å̧ßÈ¸

ò»¾»·Ý»¾̧ ¸¸ çÅ̧ñÅÆ¸¸ æà̧ÈÈà¸

Ì̈Ì$ËÏªÌ ÎéËªøÎêÕÍÎÖªÎ×ÏªéËÌËé2ËÌªÎÍÍéÕú$ÍÎúÖËªÍÓª¢Ó2ÎéÍÕÌª¥«ªÌ ÎéË ÓÖÏËéÌ̧ ªª Ù¡ªÒ¡Òªª ÛÚª�ÒÙª

%¶¿@Â¶¿¹·¶ääî¿ã̧î¿¹»·»¾¹¾̧ ¸¸ ÆÈß¸¸ ÆÈæ¸

§ÓÍÎÖªË8$ÕÍ7̧ ªª Ù¡ª¡ÙÐªª ÛÚªÐÛÒª

ȬÎúÕÖÕÍÕËÌ̧ ªª ªª ª

¢Ó×6ø$ééË×ÍªÖÕÎúÕÖÕÍÕËÌ̧ ªª ªª ª

µî¿½¿Âî½ä̧À»Ä¹¾̧ Æß¸¸ ÆÆ̧ÈñÈ¸¸ ÆÅ̧çàÆ¸

Á»â»··»À̧¹½ö̧äî½Äîäî¹î»¾̧ ÆÈ¸¸ æ̧ßÉñ¸¸ ç̧Èàæ¸

>·¶Ýî¾î¶¿¾̧½¿À̧¶¹º»·̧¿¶¿@ÂÞ··»¿¹̧äî½Äîäî¹î»¾̧ ÈÉ¸¸ ç̧Èæà¸¸ ß̧àÆÉ¸

§ÓÍÎÖª×Ó×6ø$ééË×ÍªÖÕÎúÕÖÕÍÕËÌ̧ ªª ÐØª¡�¡ªª ÒÑª ÙÙª

®$ééË×ÍªÖÕÎúÕÖÕÍÕËÌ̧ ªª ªª ª

ü·½À»̧ó½¼½Ää»¾̧ ¸¸ æ̧Æñà¸¸ ȩ̀èßÅ¸

µî¿½¿Âî½ä̧À»Ä¹¾̧½¿À̧À»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ ÈÆ¸¸ æ̧ççæ¸¸ ȩ̀ßñè¸

áÞ··»¿¹̧î¿Â¶Ã»̧¹½ö̧äî½Äîäî¹î»¾̧ ¸¸ Ȩ̀ñèß¸¸ Ȩ̀ÉçÉ¸

>·¶Ýî¾î¶¿¾̧½¿À̧¶¹º»·̧ÂÞ··»¿¹̧äî½Äîäî¹î»¾̧ ÈÈ¸¸ ÆȨ́ßÅè¸¸ ÆȨ́ññÅ¸

§ÓÍÎÖªø$ééË×ÍªÖÕÎúÕÖÕÍÕËÌªAÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª ªª ÐÛªÒ� ªª Ð¡ªÑØ�ª

Bî½Äîäî¹î»¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ È¸¸ èÉ¸¸ ¸

§ÓÍÎÖªø$ééË×ÍªÖÕÎúÕÖÕÍÕËÌ̧ ªª ÐÛªÒÛ ªª Ð¡ªÑØ�ª

§ÓÍÎÖªÖÕÎúÕÖÕÍÕËÌ̧ ªª Ø�ªÙ Ðªª Ø¡ªÚÐ ª

§ÓÍÎÖªË8$ÕÍ7ªÎ×ÏªÖÕÎúÕÖÕÍÕËÌ̧ ªª �ÐÛªÐØ¡ªª �Ð¡ª�Ú�ª

üº»̧½ÂÂ¶Ãó½¿¼î¿ã̧%¶¹»¾̧â¶·Ã ½̧¿̧î¿¹»ã·½ä̧ó½·¹̧¶â̧¹º»̧Â¶¿¾¶äîÀ½¹»À̧âî¿½¿Âî½ä̧¾¹½¹»Ã»¿¹¾#
Æò̧»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»̧½À¶ó¹î¶¿̧¶â̧·»Ýî¾»À̧ùõðÆß̧¶¿�&'(��)���*�����þ��́¾»»̧%¶¹»̧ÅÉÊ#¸ ¸ ¸
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CONSOLIDATED BALANCE SHEETS

(At December 31, 2013 and 2012)

Note
Assets
Non-current assets

Property, plant & equipment 10
Goodwill 11

Intangible assets other than goodwill 11
Investments in associated companies 4
Deferred tax assets 12
Financial assets 13
Other non-current assets 13

Total non-current assets without disposal group
Current assets
Inventories 14
Trade receivables 15

Total marketable securities, commodities, time deposits and derivative financial instruments 16
Cash and cash equivalents 16
Other current assets 17

Total current assets without disposal group
Assets of disposal group held for sale 2
Total current assets
Total assets

Equity and liabilities
Equity
Share capital 18
Treasury shares 18
Reserves

Issued share capital and reserves attributable to Novartis AG shareholders
Non-controlling interests
Total equity
Liabilities
Non-current liabilities
Financial debts 19
Deferred tax liabilities 12
Provisions and other non-current liabilities 20
Total non-current liabilities
Current liabilities

Trade payables
Financial debts and derivative financial instruments 21
Current income tax liabilities
Provisions and other current liabilities 22

Total current liabilities without disposal group
Liabilities of disposal group held for sale 2
Total current liabilities
Total liabilities

Total equity and liabilities

The accompanying Notes form an integral part of the consolidated financial statements.
‘Restated to reflect the adoption of revised |AS19 an Employee Benefits (see Note 30).

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT

Restated
2012‘

USD millions

16 939
31 090
30 331
8 840
7 365
1 117

505
96 187

6 744
10 051
2 567
5 552
3 090

28 004

28 004
124 191

1 001
— 92

68 228
69 137

126
69 263

13 781
7 286
9 810

30 877

5 593
5 945
2 070

10 443
24 051

24 051
54 928

124 191

139 | FINANCIAL REPORT
Novartis Group Consolidated Financial Statements
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®£¢©£̄ °̈¥§±°ª®¥©+ª²̄£Cª©§¥§±³±¢§©ª

µ́¶·̧¹º»̧¼»½·¾̧»¿À»À̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧½¿À̧ÈÉÆÈȨ̂

ª ªª ªª ¦ËÌÍÎÍËÏª

ª ªª ÐÑ�Òªª ÐÑ�Ð�ª

ª ¢ÓÍËªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

¢ËÍªÕ×øÓÔȨ̈ ªª ÚªÐÚÐªª ÚªÒ Òª

ò»Ý»·¾½ä̧¶â̧¿¶¿@Â½¾º̧î¹»Ã¾̧ ÈÅ#Æ¸¸ ç̧çèÉ¸¸ à̧ÉçÅ¸

ÁîÝîÀ»¿À¾̧·»Â»îÝ»À̧â·¶Ã ½̧¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾̧½¿À̧¶¹º»·¾̧ ¸¸ ññæ¸¸ ñÈæ¸

ù¿¹»·»¾¹̧·»Â»îÝ»À̧ ¸¸ ñÉ¸¸ ñß¸

ù¿¹»·»¾¹̧ó½îÀ̧ ¸¸ å̧æÉß¸¸ å̧èßñ¸

Ü¹º»·̧âî¿½¿Âî½ä̧·»Â»îó¹¾̧ ¸¸ èè¸¸ ÈÆñ¸

Ü¹º»·̧âî¿½¿Âî½ä̧ó½¼Ã»¿¹¾̧ ¸¸ å̧ÈÈ¸¸ å̧ÈÈ¸

ü½ö»¾̧ó½îÀ̧ ¸¸ å̧Ȩ̀ÉÈñ¸¸ å̧Ȩ̀ÉÈÈ¸

DEFGHIJKLFHMNIKONHLKOPQRSHTEUQVEJHERWHUOKXQFQKRHTGERSNF̧ ªH YZH[\]ªH Ŷ Ĥ_̀ ª

ò»¾¹·ÞÂ¹Þ·î¿ã̧ó½¼Ã»¿¹¾̧½¿À̧¶¹º»·̧Â½¾º̧ó½¼Ã»¿¹¾̧â·¶Ã ó̧·¶Ýî¾î¶¿¾̧ ¸¸ å̧Æ̧ÉÆè¸¸ å̧Æ̧ÆçÅ¸

áº½¿ã»̧î¿̧¿»¹̧ÂÞ··»¿¹̧½¾¾»¹¾̧½¿À̧¶¹º»·̧¶ó»·½¹î¿ã̧Â½¾º̧âä¶/̧î¹»Ã¾̧ ÈÅ#È¸¸ å̧çÅß¸¸ å̧ÆñÉ¸

®ÎÌ ªëÖÓAÌªëéÓÔªÓêËéÎÍÕ×÷ªÎøÍÕ2ÕÍÕËÌ̧ ªª �Òª�Ù¡ªª �¡ª�Ú¡ª

>Þ·Âº½¾»̧¶â̧ó·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧ ¸¸ å̧Å̧Éæñ¸¸ å̧Ȩ̀æßà¸

>·¶Â»»À¾̧â·¶Ã ¾̧½ä»¾̧¶â̧ó·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧ ¸¸ æÉ¸¸ ßÈ¸

>Þ·Âº½¾»̧¶â̧î¿¹½¿ãîÄä»̧½¾¾»¹¾̧ ¸¸ å̧èÉç¸¸ å̧ÅçÉ¸
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NOTES TO THE NOVARTIS GROUP CONSOLIDATED FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES

The Novartis Group (Novartis or Group) is a multinational group of
companies specializing in the research, development, manufacturing
and marketing of a broad range of healthcare products led by inno-
vative pharmaceuticals. It is headquartered in Basel, Switzerland.

The consolidated financial statements of the Group are prepared
in accordance with International Financial Reporting Standards (IFRS)
as issued by the International Accounting Standards Board (IASB).
They are prepared in accordance with the historical cost convention
except for items that are required to be accounted for at fair value.

The Group's financial year-end is December 31 which is also the
annual closing date of the individual entities’ financial statements
incorporated into the Group's consolidated financial statements.

The preparation of financial statements requires management to
make certain estimates and assumptions, either at the balance sheet
date or during the year that affect the reported amounts of assets
and liabilities, including any contingent amounts, as well as of reve-
nues and expenses. Actual outcomes and results could differ from
those estimates and assumptions.

Listed below are accounting policies of significance to Novartis
or, in cases where IFRS provides alternatives, the option adopted by
Novartis.

SCOPE OF CONSOLIDATION

The consolidated financial statements include all entities, including
structured entities, over which Novartis AG, Basel, Switzerland, directly
or indirectly has control (generally as a result of owning more than
50% of the entity’s voting interest). Consolidated entities are also
referred to as "subsidiaries”.

In cases where Novartis does not fully own a subsidiary it has
elected to value any remaining outstanding non-controlling interest
at the time of acquiring control of the subsidiary at its proportionate
share of the fair value of the net identified assets.

Investments in associated companies (generally defined as invest-
ments in entities in which Novartis holds between 20% and 50% of
voting shares or over which it otherwise has significant influence) and
joint ventures are accounted for using the equity method.

FOREIGN CURRENCI ES

The consolidated financial statements of Novartis are presented in
US dollars (USD). The functional currency of subsidiaries is generally
the local currency of the respective entity. The functional currency
used for the reporting of certain Swiss and foreign finance entities is
USD instead of their respective local currencies. This reflects the fact
that the cash flows and transactions of these entities are primarily
denominated in these currencies.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY

For subsidiaries not operating in hyperinflationary economies, the
subsidiary's results, financial position and cash flows that do not have
USD as their functional currency are translated into USD using the
following exchange rates:
— income, expense and cash flows using for each month the average

exchange rate with the US dollar values for each month being aggre-
gated during the year.

— balance sheets using year-end exchange rates.
— resulting exchange rate differences are recognized in other com-

prehensive income.

The only hyperinflationary economy applicable to Novartis is
Venezuela. The financial statements of the major subsidiaries in this
country are first adjusted for the effect of inflation and then trans-
lated into USD at the year-end exchange rate with any gain or loss on
the net monetary position recorded in the related functional lines in
the consolidated income statement.

ACQUISITION OF ASSETS

Acquired assets are initially recognized on the balance sheet at cost
if they meet the criteria for capitalization. If acquired as part of a busi-
ness combination, the fair value of identified assets represents the
cost for these assets. If separately acquired, the cost of the asset
includes the purchase price and any directly attributable costs for
bringing the asset into the condition to operate as intended. Expected
costs for obligations to dismantle and remove property, plant and
equipment when it is no longer used are included in their cost.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are depreciated on a straight-line basis
in the consolidated income statement over their estimated useful

lives. Leasehold land is depreciated over the period of its lease
whereas freehold land is not depreciated. Property, plant and equip-
ment are assessed for impairment whenever there is an indication
that the balance sheet carrying amount may not be recoverable using
cash flow projections for the whole useful life. The related deprecia-
tion expense is included in the costs of the functions using the asset.

The following table shows the respective useful lives for property,
plant and equipment:

Useful life

Buildings 20 to 40 years
Machinery and other equipment

77 | CORPORATE GOVERNANCE

Machinery and equipment 7 to 20 years
Furniture and vehicles 5 to 10 years
Computer hardware 3 to 7 years

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements

0191

189



�ÚÑ bcdefghijkfclmjebblenjfomcfgjpqrs

ô¶Ý»·¿Ã»¿¹̧ã·½¿¹¾̧¶Ä¹½î¿»À̧â¶·̧Â¶¿¾¹·ÞÂ¹î¶¿̧½Â¹îÝî¹î»¾Ç̧î¿ÂäÞÀî¿ã̧½¿¼̧

·»ä½¹»À̧»=ÞîóÃ»¿¹Ç̧½·»̧À»ÀÞÂ¹»À̧â·¶Ã ¹̧º»̧ã·¶¾¾̧½Â=Þî¾î¹î¶¿̧Â¶¾¹̧¹¶̧

½··îÝ»̧½¹̧¹º»̧Ä½ä½¿Â»̧¾º»»¹̧Â½··¼î¿ã̧Ý½äÞ»̧¶â̧¹º»̧·»ä½¹»À̧½¾¾»¹¾#

«££°C¨̄ ª̄¥¢°ª̈¢§¥¢«̈�̄ ±ª¥©©±§©

«££°C¨̄¯

ô¶¶À/îää̧½·î¾»¾̧î¿̧½̧ÄÞ¾î¿»¾¾̧Â¶ÃÄî¿½¹î¶¿̧½¿À̧î¾̧¹º»̧»öÂ»¾¾̧¶â̧¹º»̧

Â¶¿¾îÀ»·½¹î¶¿̧¹·½¿¾â»··»À̧¹¶̧½Â=Þî·»̧½̧ÄÞ¾î¿»¾¾̧¶Ý»·̧¹º»̧Þ¿À»·ä¼î¿ã̧

â½î·̧Ý½äÞ»̧¶â̧¹º»̧¿»¹̧îÀ»¿¹îâî»À̧½¾¾»¹¾̧½Â=Þî·»À#̧ù¹̧î¾̧½ää¶Â½¹»À̧¹¶̧Â½¾º̧

ã»¿»·½¹î¿ã̧Þ¿î¹¾̧́áôb¾Ȩ̂/ºîÂº̧½·»̧Þ¾Þ½ää¼̧·»ó·»¾»¿¹»À̧Ä¼̧¹º»̧·»ó¶·¹»À̧

¾»ãÃ»¿¹¾#̧µ¶·̧á¶¿¾ÞÃ»·̧j»½ä¹ºÇ̧»½Âº̧ÀîÝî¾î¶¿̧î¾̧½̧¾»ó½·½¹»̧áôb#̧

ô¶¶À/îää̧î¾̧¹»¾¹»À̧â¶·̧îÃó½î·Ã»¿¹̧½¿¿Þ½ää¼̧½¹̧¹º»̧áôb̧ä»Ý»ä̧½¿À̧½¿¼̧

îÃó½î·Ã»¿¹̧Âº½·ã»¾̧½·»̧·»Â¶·À»À̧Þ¿À»·̧fÜ¹º»·̧?öó»¿¾»ģî¿̧¹º»̧Â¶¿@
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The estimates used in calculatingthe net present values are highly
sensitive and depend on assumptions specific to the nature of the
Group's activities with regard to:
— amount and timing of projected future cash flows;
— outcome of R&D activities (compound efficacy, results of clinical

trials, etc.);
— amount and timing of projected costs to develop |PR&D into

commercially viable products;
— probability of obtaining regulatory approval;
— long-term sales forecasts for periods of up to 25 years;
— sales erosion rates after the end of patent protection and timing of

the entry of generic competition;
— selected tax rate;

— behavior of competitors (launch of competing products, marketing
initiatives, etc.); and

— selected discount rate.

Generally, for intangible assets with a definite useful life Novartis uses
cash flow projections for the whole useful life of these assets, and for
goodwill and the Alcon brand name, Novartis utilizes cash flow pro-
jections for a five-year period based on management forecasts, with
a terminal value based on sales projections usually in line with or
lower than inflation rates for later periods. Probability-weighted sce-
narios are typically used.

Discount rates used are based on the Group's estimated weighted
average cost of capital adjusted for specific country and currency
risks associated with cash flow projections as an approximation of
the weighted average cost of capital of a comparable market
participant.

Due to the above factors, actual cash flows and values could vary
significantly from forecasted future cash flows and related values
derived using discounting techniques.

IMPAIRMENT OF ASSOCIATED COMPANIES

Novartis considers investments in associated companies for impair-
ment evaluation whenever there is a quoted share price indicating a
fair value less than the per-share balance sheet carrying value for the
investment. For unquoted investments in associated companies
recent financial information is taken into account to assess whether

an impairment evaluation is necessary.
If the recoverable amount of the investment is estimated to be

lowerthan the balance sheet carrying amount an impairment charge
is recognized forthe difference in the consolidated income statement
under "|ncome from associated companies”.
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CASH AND CASH EQUIVALENTS, MARKETABLE SECURITIES,
COMMODITIES, DERIVATIVE FINANCIAL INSTRUMENTS AND
NON-CURRENT FINANCIAL ASSETS

Cash and cash equivalents include highly liquid investments with
original maturities of three months or less which are readily convert-
ible to known amounts of cash. Bank overdrafts are usually presented
within "Current financial debts” on the consolidated balance sheet

except in cases where a right of offset has been agreed with a bank
which then allows for presentation on a net basis.

The Group defines "marketable securities” as those financial
assets which are managed by the Group's Corporate Treasury and
consist principally of quoted equity and quoted debt securities as
well as fund investments which are principally traded in liquid mar-
kets. Certain marketable securities are managed independently of
Corporate Treasury, and these are typically held for long-term stra-
tegic purposes and are therefore classified as non-current financial
assets. They include equity securities and fund investments.

Marketable securities are initially recorded at fair value on their
trade date which is different from the settlement date when the trans-

action is ultimately effected. Quoted securities are re-measured at
each reporting date to fair value based on current market prices. If
the market for a financial asset is not active or no market is available,

fair values are established using valuation techniques. Apart from
discounted cash flow analysis and other pricing models, forthe major-
ity of investments in what is known as the "Level 3" hierarchy, the
valuation is based on the acquisition cost as the best approximation
of the fair value of the investee. This is adjusted for a higher or lower
valuation in connection with a partial disposal, a new round of financ-
ing and for the investee's performance below or above expectations.
The fair value of investments in "Level 3" is reviewed regularly for a
possible diminution in value.

The Group has classified all its equity and quoted debt securities
as well as fund investments as available-for-sale, as they are not
acquired to generate profit from short-term fluctuations in price.
Unrealized gains, except exchange gains related to quoted debt instru-
ments, are recorded as a fair value adjustment in the consolidated
statement of comprehensive income. They are recognized in the con-
solidated income statement when the financial asset is sold at which

time the gain is transferred either to "Other financial income and
expense" for the marketable securities managed by the Group's Cor-
porate Treasury or to "Other income" in the consolidated income
statement for all other equity securities and fund investments.
Exchange gains related to quoted debt instruments are immediately
recognized in the consolidated income statement under "Other finan-
cial income and expense".

A security is assessed for impairment when its market value at the
balance sheet date is less than initial cost reduced by any previously
recognized impairment. Impairments on equity securities, quoted debt
securities and fund investments, and on exchange rate gains and
losses on quoted debt securities in a foreign currency which are man-
aged by the Group's Corporate Treasury are immediately recorded in
"Other financial income and expense”. Impairments are recorded for
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consideration associated with asset purchases outside of a business
combination that are conditional upon future events which are within
its control until such time as there is an unconditional obligation. If
the contingent consideration is outside the control of Novartis a
liability is recognized once it becomes probable that the contingent
consideration will become due. In both cases, if appropriate, a
corresponding asset is recorded.

DEFINED BENEFIT PENSION PLANS AND OTHER POST-EMPLOYMENT
BENEFITS

The liability in respect of defined benefit pension plans and other
post-employment benefits is the defined benefit obligation calculated
annually by independent actuaries using the projected unit credit
method. The current service cost for such post-employment benefit
plans is included in the personnel expenses of the various functions
where the associates are employed, while the net interest on the net
defined benefit liability or asset is recognized as "Other expense” or
"Other income”.

TREASURY SHARES

Treasury shares are initially recorded at fair value on their trade date
which is different from the settlement date when the transaction is

ultimately effected. Treasury shares are deducted from consolidated
equity at their nominal value of CHF 0.50 per share. Differences
between this amount and the transaction price on purchases or sales
of treasury shares with third parties, or the value of services received
for the shares allocated to associates as part of share-based com-
pensation arrangements, are recorded in ”Retained earnings” in the
consolidated statement of changes in equity.

REVENUE RECOGNITION

REVENUE

Revenue is recognized on the sale of Novartis Group products and
services and recorded as "Net sales’’ in the consolidated income

statement when there is persuasive evidence that a sales arrange-
ment exists, title and risks and rewards for the products are trans-
ferred to the customer, the price is determinable and collectability is
reasonably assured. When contracts contain customer acceptance
provisions, sales are recognized upon the satisfaction of acceptance
criteria. For surgical equipment this occurs when title and risk and
rewards are transferred after installation and any required training
has been completed. For surgical equipment leased to customers,
revenue representing the net present value of the minimum lease
payments is recognized at the commencement of the lease term if
the lease term is for the major part of the economic life of the asset
or if the payments represent substantially most of its fair value, even
if the legal ownership is not transferred. If products are stockpiled at
the request of the customer, revenue is only recognized once the
products have been inspected and accepted by the customer and
there is no right of return or replenishment on product expiry and
cost of storage will be paid by the customer on normal commercial
terms.
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Provisions for rebates and discounts granted to government agen-
cies,who|esa|ers, retail pharmacies, managed care and other custom-
ers are recorded as a reduction of revenue at the time the related rev-

enues are recorded or when the incentives are offered. They are
calculated on the basis of historical experience and the specific terms
in the individual agreements. Provisions for refunds granted to health-
care providers under innovative pay-for-performance agreements are
recorded as a reduction of revenue at the time the related sales are

recorded. They are calculated on the basis of historical experience
and clinical data available for the product as well as the specific terms
in the individual agreements. In cases where historical experience and
clinical data are not sufficient for a reliable estimation of the outcome,

revenue recognition is deferred until such history is available.
Cash discounts are offered to customers to encourage prompt

payment and are recorded as revenue deductions. Who|esa|ershe|f-in-
ventory adjustments are granted to customers based on the existing
inventory of a product at the time of decreases in the invoice or con-
tract price of a product or at the point of sale if a price decline is rea-
sonably estimable. When there is historical experience of Novartis
agreeing to customer returns or Novartis can otherwise reasonably
estimate expected future returns, a provision is recorded for esti-
mated sales returns. In doing so the estimated rate of return is applied,
determined based on historical experience of customer returns or
considering any other relevant factors. This is applied to the amounts
invoiced also considering the amount of returned products to be
destroyed versus products that can be placed back in inventory for
resale. Where shipments are made on a re-sale or return basis, with-
out sufficient historical experience for estimating sales returns, rev-
enue is only recorded when there is evidence of consumption or when
the right of return has expired.

Provisions for revenue deductions are adjusted to actual amounts
as rebates, discounts and returns are processed. The provision rep-
resents estimates of the related obligations, requiring the use of judg-
ment when estimating the effect of these sales deductions.

OTHER REVENUE

Royalty income is reported under "Other revenue” in the consolidated
income statement and recognized on an accrual basis in accordance
with the substance of the relevant agreements.

RESEARCH & DEVELOPMENT

Internal Research & Development (R&D) costs are fully charged to
"Research & Development” in the consolidated income statement in
the period in which they are incurred. The Group considers that reg-
ulatory and other uncertainties inherent in the development of new
products preclude the capitalization of internal development expenses
as an intangible asset until marketing approval from a regulatory
authority is obtained in a major market such as the United States,
the European Union, Switzerland or Japan.

Payments made to third parties in compensation for subcon-
tracted R&D, such as contract research and development organiza-
tions, that is deemed not to enhance the intellectual property of
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î¿Â¶Ã»ģî¿̧¹º»̧Â¶¿¾¶äîÀ½¹»À̧î¿Â¶Ã»̧¾¹½¹»Ã»¿¹̧»î¹º»·̧¶¿̧½óó·¶Ý½ä̧Ä¼̧

¹º»̧½óó·¶ó·î½¹»̧·»ãÞä½¹¶·¼̧½Þ¹º¶·î¹¼̧¶·Ç̧»öÂ»ó¹î¶¿½ää¼̧î¿̧?Þ·¶ó»Ç̧¶¿̧

·»Â¶ÃÃ»¿À½¹î¶¿̧Ä¼̧¹º»̧á¶ÃÃî¹¹»»̧â¶·̧ì»ÀîÂî¿½ä̧>·¶ÀÞÂ¹¾̧â¶·̧jÞÃ½¿̧

b¾»̧́ájì>Ȩ̂îâ̧½óó·¶Ý½ä̧î¾̧Ýî·¹Þ½ää¼̧Â»·¹½î¿#

©+¥¦±6�¥©±°ª®£³±¢©¥§̈£¢

üº»̧â½î·̧Ý½äÞ»̧¶â̧%¶Ý½·¹î¾̧¾º½·»¾Ç̧·»¾¹·îÂ¹»À̧¾º½·»¾Ç̧·»¾¹·îÂ¹»À̧¾º½·»̧

Þ¿î¹¾̧ ò́ðbȨ̂½¿À̧õÃ»·îÂ½¿̧Á»ó¶¾î¹½·¼̧ò»Â»îó¹¾̧ ṍÁò¾Ȩ̂½¿À̧·»ä½¹»À̧
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liability and its carrying value in the balance sheet prepared for con-
solidation purposes, except for those temporary differences related
to investments in subsidiaries and associated companies, where the
timing of their reversal can be controlled and it is probable that the
difference will not reverse in the foreseeable future. Furthermore,

withholding or other taxes on eventual distribution of a subsidiary's
retained earnings are only taken into account when a dividend has
been planned since generally the retained earnings are reinvested.

The estimated amounts for current and deferred tax assets or lia-

bilities, including any amounts related to any uncertain tax positions,
are based on currently known facts and circumstances. Tax returns
are based on an interpretation of tax laws and regulations and reflect
estimates based on these judgments and interpretations. The tax
returns are subject to examination by the competent taxing authori-
ties which may result in an assessment being made requiring pay-
ments of additional tax, interest or penalties. Inherent uncertainties
exist in the estimates of the tax positions.

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets are classified as assets held for sale when their

carrying amount is to be recovered principally through a sale trans-
action and a sale is considered highly probable. They are stated at
the lower of carrying amount and fair value less costs to sell.

STATUS OF ADOPTION OF SIGNIFICANT NEW OR AMENDED IFRS
STANDARDS OR INTERPRETATIONS

The Group introduced the revised IFRS accounting standard IAS 19
on Employee Benefits as ofJanuary 1, 2013 includingthe amendment
issued in November 2013. The principal impact of this is that the
return on pension plan assets and the interest calculated on the
defined benefit obligations now use the same interest rate reflecting
the current market yield of high-quality corporate bonds. Previously
the return on plan assets was calculated based on the higher long-
term expected return on assets, so the adoption of the new account-
ing standard increases the annual cost of post-employment benefits
included in "Other Expense” in Corporate. It has also been required
to restate for the amortization of previously unrecognized past ser-
vice credits.

As required by the new standard, the Group's 2012 consolidated
financial statements have been retrospectively restated to reflect
these changes. For the full year 2012, the impact of these restate-
ments is an additional expense of USD 318 million before tax (USD 235
million after tax), offset by an adjustment of the actuarial losses rec-
ognized in consolidated comprehensive income.

Furthermore, the revised IAS 19 requires the immediate recogni-
tion of past service costs in the consolidated income statement, which
were previously only recognized upon vesting. Accordingly, Novartis
has restated its January 1, 2012 and December 31, 2012 consoli-
dated balance sheet so that past service credits of USD 77 million
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and USD 69 million, net were recognized against other non-current
liabilities. The related tax impact amounted to USD 28 million and
USD 25 million, respectively.

A tabular reconciliation of the restatement impact of implement-
ing the revised IAS 19 can be found in Note 30.

The following additional new standards and amendments have
been adopted by Novartis from January 1,2013 but have had no sig-
nificant impact on the Group's consolidated financial statements:
— IFRS 10 Consolidated Financial Statements. This requires consolida-

tion of an investee based on control, i.e. when it is exposed, or has
rights, to variable returns from its involvement with the investee and
has the ability to affect those returns through its power over the
investee.

— IFRS 11 Joint Arrangements. This requires classification of joint
arrangements as either joint operations, where assets, liabilities,
revenues and expenses are accounted for proportionally in accor-
dance with the agreement, or as joint ventures, which are accounted
for under the equity method.

— IFRS 12 Disclosures of interests in other entities. This brings together
the disclosure requirements that apply to subsidiaries, associated
companies, joint ventures, structured entities and unconsolidated
structured entities.

— IFRS 13 Fair value measurement. This standard introduces a fair

value hierarchy, additional disclosures, a requirement for the fair
value of liabilities to be based on the assumption that the liability
will be transferred to another party and will remove the require-
ments to use bid and ask prices for actively quoted financial assets
and liabilities.

— Amendment to IAS 1 Financialstatement presentation. This amend-
ment introduces a requirement to group items presented in "Other
comprehensive income” on the basis of whether they are poten-
tially reclassifiable to profit or loss subsequently.

ISSUED IFRS STANDARDS NOT YET EFFECTIVE

The following new IFRS standard will, based on a Novartis analysis,
be of significance to the Group, but has not yet been early adopted.

In 2009, 2010 and 2011, IFRS 9 Financial Instruments was issued

which will substantially change the classification and measurement
of financial instruments, hedging requirements and the recognition
of certain fair value changes in the consolidated financial statements.
Currently, only new requirements on the classification and measure-
ment for financial assets and financial liabilities have been issued.

The mandatory effective date for requirements issued as part of IFRS
9 will be determined once the project is closer to completion.

IFRIC 21 Levies, an interpretation of IAS 37 Provisions, Contingent
Liabilities and Contingent Assets, was issued in May 2013 and is
required to be adopted on January 1, 2014. The interpretation clari-
fies that the obligating event giving rise to a liability to pay a levy to
a government agency is the activity that triggers the payment.
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À¶0Ç̧i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾̧½¿À̧á¶¿¾ÞÃ»·̧j»½ä¹º#̧ù¿̧½ÀÀî¹î¶¿Ç̧/»̧

¾»ó½·½¹»ä¼̧·»ó¶·¹̧á¶·ó¶·½¹»̧½Â¹îÝî¹î»¾#̧?öÂ»ó¹̧â¶·̧á¶¿¾ÞÃ»·̧j»½ä¹ºÇ̧

¹º»¾»̧¾»ãÃ»¿¹¾̧½·»̧Ã½¿½ã»À̧¾»ó½·½¹»ä¼̧Ä»Â½Þ¾»̧¹º»¼̧·»¾»½·ÂºÇ̧

À»Ý»ä¶óÇ̧Ã½¿Þâ½Â¹Þ·»Ç̧Àî¾¹·îÄÞ¹»Ç̧½¿À̧¾»ää̧Àî¾¹î¿Â¹̧ó·¶ÀÞÂ¹¾̧/ºîÂº̧

·»=Þî·»̧Àîââ»·î¿ã̧Ã½·í»¹î¿ã̧¾¹·½¹»ãî»¾#̧ù¿̧¹º»̧Â½¾»̧¶â̧á¶¿¾ÞÃ»·̧j»½ä¹ºÇ̧

¹º»̧¾»ãÃ»¿¹̧Â¶Ãó·î¾»¾̧¹/¶̧ÀîÝî¾î¶¿¾̧/ºîÂº̧½·»̧½ä¾¶̧Ã½¿½ã»À̧¾»ó½@

·½¹»ä¼Ç̧º¶/»Ý»·Ç̧¿»î¹º»·̧¶â̧¹º»¾»̧¹/¶̧ÀîÝî¾î¶¿¾̧î¾̧Ã½¹»·î½ä̧»¿¶Þãº̧¹¶̧

¹º»̧ô·¶Þó̧¹¶̧Ä»̧Àî¾Âä¶¾»À̧¾»ó½·½¹»ä¼̧½¾̧½̧·»ó¶·¹î¿ã̧¾»ãÃ»¿¹#̧üº»̧

·»ó¶·¹î¿ã̧¾»ãÃ»¿¹¾̧½·»̧½¾̧â¶ää¶/¾h

>º½·Ã½Â»Þ¹îÂ½ä¾̧·»¾»½·Âº»¾Ç̧À»Ý»ä¶ó¾Ç̧Ã½¿Þâ½Â¹Þ·»¾Ç̧Àî¾¹·îÄÞ¹»¾̧

½¿À̧¾»ää¾̧ó½¹»¿¹»À̧ó·»¾Â·îó¹î¶¿̧Ã»ÀîÂî¿»¾̧½¿À̧î¾̧¶·ã½¿î0»À̧î¿̧¹º»̧â¶ä@
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3. SEGMENTATION OF KEY FIGURES 2013 AND 2012

Reporting segments are presented in a manner consistent with the
internal reporting to the chief operating decision maker which is the
Executive Committee of Novartis, except for Consumer Health which
aggregates the OTC and Animal Health divisions. The Executive Com-
mittee of Novartis is responsible for allocating resources and assess-
ing the performance of the reporting segments.

The businesses of Novartis are divided operationally on a world-
wide basis into five reporting segments: Pharmaceuticals, Alcon, San-
doz, Vaccines and Diagnostics and Consumer Health. In addition, we
separately report Corporate activities. Except for Consumer Health,
these segments are managed separately because they research,
develop, manufacture, distribute, and sell distinct products which
require differing marketing strategies. In the case of Consumer Health,
the segment comprises two divisions which are also managed sepa-
rately, however, neither of these two divisions is material enough to
the Group to be disclosed separately as a reporting segment. The
reporting segments are as follows:

Pharmaceuticals researches, develops, manufactures, distributes
and sells patented prescription medicines and is organized in the fol-
lowing business franchises: Primary Care, consisting of Primary Care
medicines and Established Medicines; and Specialty Care, consist-
ing of Ophthalmology, Neuroscience, Integrated Hospital Care, and
Critical Care medicines. Novartis Oncology is organized as a business
unit, responsible for the global development and marketing of oncol-
ogy products. The Novartis Oncology Business Unit is not required
to be disclosed separately as a segment since it shares com mon long-
term economic perspectives, customers, research, development, pro-
duction, distribution and regulatory factors with the rest of the
division.

Alcon researches, discovers, develops, manufactures, distributes
and sells eye care products. Alcon is the global leader in eye care
with product offerings in Surgical, Ophthalmic Pharmaceuticals and
Vision Care. In Surgical, Alcon develops, manufactures, distributes
and sells ophthalmic surgical equipment, instruments, disposable
products and intraocular lenses. In Ophthalmic Pharmaceuticals,
Alcon discovers, develops, manufactures, distributes and sells med-
icines to treat chronic and acute diseases of the eye, as well as over-
the-counter medicines for the eye. In Vision Care, Alcon develops,
manufactures, distributes and sells contact lenses and lens care

products.
Sandoz develops, manufactures, distributes and sells prescrip-

tion medicines, as well as pharmaceutical and biotechnological active
substances, which are not protected by valid and enforceable third-
party patents. Sandoz has activities in Retail Generics, Anti-lnfectives
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and Biopharmaceuticals & Oncology lnjectables. In Retail Generics,
Sandoz develops, manufactures and markets active ingredients and
finished dosage forms of pharmaceuticals to third parties. Retail
Generics includes the specialty areas of Dermatology, Respiratory
and Ophthalmics. In Anti-lnfectives, Sandoz manufactures active
pharmaceutical ingredients and intermediates — mainly antibiotics —
for internal use by Retail Generics and for sale to third-party custom-
ers. In Biopharmaceuticals, Sandoz develops, manufactures and mar-
kets protein- or other biotechnology manufacturing services to other
companies, and in Oncology lnjectables, Sandoz develops, manufac-
tures and markets cytotoxic products for the hospital market.

Vaccines and Diagnostics consists of two activities: Vaccines and
Diagnostics. Following the January 9, 2014 completion of the divest-
ment of our blood transfusion diagnostics unit to Grifols S.A., the seg-
ment now consists only of Vaccines. Vaccines researches, develops,
manufactures, distributes and sells human vaccines worldwide. Diag-
nostics researched, developed, distributed and sold blood testing and
molecular diagnostics products.

Consumer Health consists of two divisions: OTC (over-the-counter
medicines) and Animal Health. OTC offers readily available consumer
medicine. Animal Health provides veterinary products for farm and
companion animals.

Income and expenses relating to Corporate include the costs of
the Group headquarters and those of corporate coordination func-
tions in major countries. In addition, Corporate includes other items
of income and expense which are not attributable to specific seg-
ments such as certain expenses related to post-employment bene-
fits, environmental remediation liabilities, charitable activities, dona-

tions and sponsorships.
The accounting policies mentioned above are used in the report-

ing of segment results. Inter-segmental sales are made at amounts
which are considered to approximate arm's length transactions. The
Executive Committee of Novartis evaluates segmental performance
and allocates resources among the segments based on a number of
measures including net sales, operating income and net operating
assets. Segment net operating assets consist primarily of property,
plant and equipment, intangible assets, inventories and trade and
other operating receivables less operating liabilities.

Usually, no allocation of Corporate items is made to the segments.
As a result, Corporate assets and liabilities principally consist of net
liquidity (cash and cash equivalents, marketable securities less finan-
cial debts), investments in associated companies and current and
deferred taxes and non-segment specific environmental remediation
and post-employment benefit liabilities.
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corporate
Sandoz Vaccines and Diagnostics Consumer Health (including eliminations) Total Group

Restated Restated
2013 2012 2013 2012 2013 2012 2013 2012‘ 2013 2012‘

9 159 8 702 1 987 1 858 4 064 3 735 57 920 56 673
294 279 61 44 11 18 -618 -674

9 453 8 981 2 048 1 902 4 075 3 753 — 618 - 674 57 920 56 673
18 12 333 331 36 26 -5 911 888

- 5 476 -5 126 - 1 578 -1478 - 1 751 - 1 729 752 773 - 19 608 - 18 756
3 995 3 867 803 755 2 360 2 050 134 94 39 223 38 805

-1672 - 1 561 -334 -324 -1577 -1442 4 - 14 549 - 14 353
-787 -695 -476 -453 -305 -291 -9852 -9332
-374 -350 - 140 - 136 -316 -271 -590 -609 -3 060 -2937

106 74 70 23 79 75 334 251 1367 1 049
-240 -244 -88 -115 -63 -73 -617 -499 -2219 -2039
1 028 1 091 — 165 - 250 178 48 - 739 - 759 10 910 11 193

2 5 1 3 597 530 600 552
- 683 — 724
- 92 - 96

10 735 10 925
- 1 443 - 1 542

9 292 9 383

9 175 9 270
117 113

34 50
-307 -287 -150 -135 -47 -47 -110 -105 -1755 -1 704
-411 -368 -222 -215 -56 -57 -4 -4 -2976 -2894

3 -3 -1 -6 -32 -3 -17 -2 -80 -39
-20 -43 -5 -8 -7 -114 -283

- 7 - 1 - 42 - 31 - 65 - 34
-3 -28 -4 -12 -24 -1 -12 -175 -281

-38 -41 -39 -37 -56 -45 -139 -126 -987 -1003

20 144 19 938 5 656 5 713 2 634 2 644 27 426 25 774 126 254 124 191
-3 275 -3 208 - 793 -736 -957 -883 -32 889 -36 850 -51 782 -54 928
16 869 16 730 4 863 4 977 1 677 1 761 - 5 463 — 11 076 74 472 69 263

8 796 11607 8 796 11607
16 869 16 730 4 863 4 977 1 677 1 761 3 333 531 83 268 80 870

3 304 3 103 1 584 1 581 453 457 813 801 18197 16 939
500 462 181 165 79 76 126 188 3 164 2 754

12 640 12 881 2 176 2 724 786 829 33 18 58 867 61 421
31 22 1 33 31 24 17 6 570 380
19 22 1 2 9 203 8 815 9 225 8 840

54 36 55 36
9222 8119 9222 8119

18 018 19 726 18018 19726
9 363 9 356 9 363 9 356

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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·»¾ó»Â¹îÝ»ä¼Ç̧¶â̧¹º»̧ô·¶Þód¾̧¹·½À»̧·»Â»îÝ½Ää»¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧
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�������*���������̧ èà¸¸ Å¸¸ ¿Ã¸

��þ�����*���������̧ æ¸¸ ¸¸ ¿Ã¸

©$úÍÓÍÎÖª4ª²ÎÔÕÖ7ª ÐØÛ¸ª �ÒÙ¸ª  Ù¸

������̧ Æ̧ÈÉÉ¸¸ ßÆÉ¸¸ ÅÈ¸

������̧ æÆÅ¸¸ èÉñ¸¸ ÈÈ¸

§ÓÍÎÖªÌÍéÎÍË÷ÕøªëéÎ×ø ÕÌËªêéÓÏ$øÍÌª ÙªÒÒÚ¸ª ÙªÙÑÒ¸ª <ªØ¸

?¾¹½Ääî¾º»À̧Ã»ÀîÂî¿»¾̧ Æ̧ÅèÈ¸¸ Æ̧èÅÈ¸¸ å̧ÆÈ¸

§ÓÍÎÖªéÕÔÎé7ª®ÎéËªêéÓÏ$øÍÌª  ªÛÚ�¸ª ÚªÐÒØ¸ª <ªÛ¸

¸ ¸¸ ¸¸ ¸

£×øÓÖÓ÷7ª ¸ª ¸ª ¸

��������������̧ ņ̃æßÅ¸¸ ņ̃æçè¸¸ É¸

�������̧ Æ̧Èææ¸¸ ßßà¸¸ Èç¸

©$úÍÓÍÎÖª�øé6¥úÖªëéÎ×ø ÕÌËª ØªÚØÚªª ØªÛÙÒªª Øª

�����þ�þ��̧ Æ̧èàß¸¸ Æ̧èÆÈ¸¸ è¸

ý����þ�����þ����̧ Æ̧ÅÉß¸¸ çßç¸¸ æñ¸

&����̧ àßÅ¸¸ àçÉ¸¸ Å¸

��'�þ�̧ æÉÉ¸¸ Æ̧Èàà¸¸ å̧èÅ¸

s�'���̧ Åàñ¸¸ ñÅà¸¸ å̧ÆÈ¸

u�����̧ ÆæÅ¸¸ ÅÉ¸¸ ¿Ã¸

y��������̧ ßÆ¸¸ èß¸¸ èñ¸

Ü¹º»·̧ ÈÈà¸¸ Èèç¸¸ å̧ÆÆ¸

§ÓÍÎÖª£×øÓÖÓ÷7ªêéÓÏ$øÍÌª ��ªÐ�Û¸ª �ÑªÚÐ¡¸ª Ò¸

¸ ¸¸ ¸¸ ¸

©êËøÕÎÖÍ7ª<ª¢Ë$éÓÌøÕË×øËª ¸ª ¸ª ¸

�����)�̧ Æ̧ßÅñ¸¸ Æ̧Æßè¸¸ æÈ¸

&������&�����̧>½¹Âº̧ Æ̧ÉÅÈ¸¸ Æ̧ÉèÉ¸¸ å̧È¸

r�'þ����þ�����̧ ñÉÆ¸¸ èÅÉ¸¸ å̧Èñ¸

&�þ����̧ Æèß¸¸ Æèß¸¸ É¸

Ü¹º»·̧ çà¸¸ æÈ¸¸ Èæ¸

§ÓÍÎÖªÌÍéÎÍË÷ÕøªëéÎ×ø ÕÌËªêéÓÏ$øÍÌª ÒªÛÑ¡¸ª ÐªÚÚÛ¸ª ÐÑ¸

?¾¹½Ääî¾º»À̧Ã»ÀîÂî¿»¾̧ ñññ¸¸ ñàÅ¸¸ å̧à¸

§ÓÍÎÖª¢Ë$éÓÌøÕË×øËªêéÓÏ$øÍÌª ¡ªÑ¡ ¸ª Òª¡ÙÚ¸ª �Û¸

ª

ª ÐÑ�Ò¸ª ÐÑ�Ð¸ª® Î×÷Ë¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª ¬©°ª~¸

©êËøÕÎÖÍ7ª<ª£ê Í ÎÖÔÕøÌª ¸ª ¸ª ¸

x����þ��̧ Ȩ̀ÅàÅ¸¸ Ȩ̀Åßà¸¸ å̧Æ¸

Ü¹º»·̧ æÆ¸¸ àà¸¸ å̧ÅÆ¸

§ÓÍÎÖª£ê Í ÎÖÔÕøÌªêéÓÏ$øÍÌª Ðª¡¡¡¸ª Ðª¡ Û¸ª <ªÐ¸

¸ ¸¸ ¸¸ ¸

©êËøÕÎÖÍ7ª<ª̈×ÍË÷éÎÍËÏª+ÓÌêÕÍÎÖª®ÎéËª!̈+®"Æ̧ª ¸ª ¸ª ¸

�����������''��̧ çèÉ¸¸ àÈÆ¸¸ å̧ß¸

�)���þ��̧ æÅç¸¸ èçß¸¸ ÆÉ¸

���þ�����r��þ����̧ Èñß¸¸ ÈÆÉ¸¸ Æß¸

w�����̧ ÆÆß¸¸ çÈ¸¸ æè¸

Ü¹º»·̧ ñÈß¸¸ Åßà¸¸ à¸

§ÓÍÎÖªÌÍéÎÍË÷ÕøªëéÎ×ø ÕÌËªêéÓÏ$øÍÌª Ðª� ¡¸ª ÐªÑ Ñ¸ª Ø¸

?Ý»·¶äîÃÞ¾̧¾¹»¿¹̧À·Þã̧ Èñç¸¸ Èèæ¸¸ å̧ñ¸

?¾¹½Ääî¾º»À̧Ã»ÀîÂî¿»¾̧ àèÈ¸¸ Æ̧ÆæÉ¸¸ å̧Èç¸

§ÓÍÎÖª̈+®ªêéÓÏ$øÍÌª ÒªÐ Ò¸ª Òª¡ÚÛ¸ª <ªÛ¸

¸ ¸¸ ¸¸ ¸

©êËøÕÎÖÍ7ª<ª®éÕÍÕøÎÖª®ÎéËª ¸ª ¸ª ¸

�,*w̧ Åàç¸¸ ÅÆç¸¸ ÈÈ¸

§ÓÍÎÖª®éÕÍÕøÎÖª®ÎéËªêéÓÏ$øÍÌª Ò Ù¸ª Ò�Ù¸ª ÐÐ¸

¸ ¸¸ ¸¸ ¸

±ÌÍÎúÖÕÌ ËÏªÔËÏÕøÕ×ËÌª<ªÎÏÏÕÍÕÓ×ÎÖªêéÓÏ$øÍÌª ¸ª ¸ª ¸

���þ����̧ »́öÂä#̧¶¹º»·̧ÀîÝî¾î¶¿¾Ȩ̂ æçè¸¸ çèß¸¸ å̧ÆÆ¸

��þ�����s������̧ èßñ¸¸ èèñ¸¸ ç¸

�����þ��̧ ÅñÈ¸¸ Åñà¸¸ å̧È¸

�����(þ��̧ Èèç¸¸ Èçß¸¸ å̧à¸

s�����̧ ÈÉè¸¸ ÈñÉ¸¸ å̧Æè¸

Ü¹º»·̧ çÈ¸¸ Åæ¸¸ ÆÉÉ¸

§ÓÍÎÖªÎÏÏÕÍÕÓ×ÎÖªêéÓÏ$øÍÌª Ðª�¡Ø¸ª ÐªÐ�Û¸ª <ªÒ¸

¸ ¸¸ ¸¸ ¸

§ÓÍÎÖªÌÍéÎÍË÷ÕøªëéÎ×ø ÕÌËªêéÓÏ$øÍÌª ÐÙª�Ù¡¸ª ÐÛªØÑÛ¸ª Ò¸

ü¶¹½ä̧»¾¹½Ääî¾º»À̧Ã»ÀîÂî¿»¾̧̧ ¸¸ ¸¸ ¸

½¿À̧½ÀÀî¹î¶¿½ä̧ó·¶ÀÞÂ¹¾̧ ȩ̀ÉñÉ¸¸ ȩ̀æñç¸¸ å̧ÆÆ¸

§ÓÍÎÖª°Õ2ÕÌÕÓ×ª×ËÍªÌÎÖËÌª ÒÐªÐ�¡¸ª ÒÐª�ØÒ¸ª Ñ¸
¸ ¸ ¸

Æù̧¿ÂäÞÀ»¾̧ü·½¿¾óä½¿¹½¹î¶¿

¿Ã �̧̧¿¶¹̧Ã»½¿î¿ãâÞä

üº»̧ó·¶ÀÞÂ¹̧ó¶·¹â¶äî¶̧¶â̧¶¹º»·̧¾»ãÃ»¿¹¾̧î¾̧/îÀ»ä¼̧¾ó·»½À̧î¿̧ÈÉÆÅ̧½¿À̧

ÈÉÆÈ#

0203

PHARMACEUTICALS BUSINESS FRANCHISE NET SALES

Primary Care
Hypertension medicines
Diovan

  

Exforge
Subtotal Valsartan Group
Tekturna/Rasilez

Subtotal Hypertension
Arcapta Neohaler/Onbrez Breezhaler

 
Seebri Breezhaler  
Ultibro Breezhaler

Subtotal Q Family
Galvus

 

Xolair

Total strategic franchise products
 

Established medicines

 Total Primary Care products 

Oncology
Gleevec/Glivec

 
Tasigna
Subtotal Bcr-Abl franchise  
Sandostatin
Afinitor/Votubia

Exjade  
Zometa
Femara
Jakavi   
Proleukin
Other

Total Oncology products

Specialty - Neuroscience
Gilenya
Exelon/Exelon Patch
Comtan/Stalevo
Extavia
Other

Total strategic franchise products
Established medicines

Total Neuroscience products

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO

  

2012
USD millions

 
 

 

4 417
1 352

383
6 152

134

37
910

1 532

4 675
998

1 512
797
870

1 288
438

(A) O

I\) \I5

1 195
1 050

530
9>—- 01
IV
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2012
USD millions

Specialty - Ophthalmics
Lucentis
Other

Total Ophthalmics products

2 398

2 486 
 
  

 

Specialty - Integrated Hospital Care (lHc)‘
Neoral/Sandimmun

Myfortic
Zortress/Certican

m(D
on

21
579
21O

\l l\)Ilaris
Other

Total strategic franchise products

39
2 080

25
1 160

on

O1Everolimus stent drug
Established medicines

Total IHC products

Specialty - Critical Care
TOBI

Total Critical Care products

317 
 

Established medicines - additional product

  
Voltaren (excl. other divisions) 759
Ritalin/Focalin 554

Tegretol
TrileptalForadil 240
Other 3

Total additional products

Total strategic franchise products
Total established medicines
and additional products 5 647

32 153Total Division net sales  

1 Includes Transplantation
nm = not meaningful

The product portfolio of other segments is widely spread in 2013 and
2012.
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Notes to the Novartis Group Consolidated Financial Statements
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ÐÑÐ bcdefghijkfclmjebblenjfomcfgjpqrs

ñ#̧õððÜáùõü?Á̧áÜì>õ%ù?ð

%¶Ý½·¹î¾̧º½¾̧½̧¾îã¿îâîÂ½¿¹̧î¿Ý»¾¹Ã»¿¹̧î¿̧ò¶Âº»̧j¶äÀî¿ã̧õôÇ̧c½¾»ä̧

ò́¶Âº»Ȩ̂½¿À̧Â»·¹½î¿̧¶¹º»·̧¾Ã½ää»·̧î¿Ý»¾¹Ã»¿¹¾̧/ºîÂº̧½·»̧½ÂÂ¶Þ¿¹»À̧

â¶·̧½¾̧½¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾h

ª �ÎÖÎ×øËªÌ ËËÍª2ÎÖ$Ëª ¢ËÍªÕ×øÓÔËªÌÍÎÍËÔË×ÍªËëëËøÍ

ª ÐÑ�Òªª ÐÑ�Ðªª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ò¶Âº»̧j¶äÀî¿ã̧õôÇ̧̧ ¸¸ ¸¸ ¸¸ ¸

ð/î¹0»·ä½¿À̧ à̧ßàÈ¸¸ à̧èàà¸¸ æÉñ¸¸ èÅà¸

Ü¹º»·¾̧ ÈñÅ¸¸ ÈèÈ¸¸ å̧ñ¸¸ Æñ¸

§ÓÍÎÖª ÚªÐÐØªª  ª ¡Ñªª ÛÑÑªª ØØÐª

ª £Í ËéªøÓÔêéË Ë×ÌÕ2Ëª §ÓÍÎÖªøÓÔêéË Ë×ÌÕ2Ë
ª Õ×øÓÔËªËëëËøÍª Õ×øÓÔËªËëëËøÍ

ª ÐÑ�Òªª ÐÑ�Ðªª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ò¶Âº»̧j¶äÀî¿ã̧õôÇ̧̧ ¸¸ ¸¸ ¸¸ ¸

ð/î¹0»·ä½¿À̧ å̧Åç¸¸ å̧ÆèÈ¸¸ èæç¸¸ Åàæ¸

Ü¹º»·¾̧ è¸¸ å̧È¸¸ Æ¸¸ ÆÈ¸

§ÓÍÎÖª <ªÒÐªª <ª�Ø¡ªª ØÛ ªª ÒÚ ª

¦£®+±ª+£̄ °̈¢«ª¥«ª

üº»̧ô·¶Þód¾̧º¶äÀî¿ã̧î¿̧ò¶Âº»̧Ý¶¹î¿ã̧¾º½·»¾̧/½¾̧ÅÅ#Åe ½̧¹̧Á»Â»ÃÄ»·̧

ÅÆÇ̧ÈÉÆÅ̧½¿À̧ÈÉÆÈ#̧üºî¾̧î¿Ý»¾¹Ã»¿¹̧·»ó·»¾»¿¹¾̧½óó·¶öîÃ½¹»ä¼̧æ#Åe¸

¶â̧ò¶Âº»d¾̧¹¶¹½ä̧¶Þ¹¾¹½¿Àî¿ã̧Ý¶¹î¿ã̧½¿À̧¿¶¿@Ý¶¹î¿ã̧»=Þî¹¼̧î¿¾¹·ÞÃ»¿¹¾̧

½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧ È́ÉÆÈḩæ#ñeÊ#

ðî¿Â»̧Þó@¹¶@À½¹»̧âî¿½¿Âî½ä̧À½¹½̧â¶·̧ò¶Âº»̧½·»̧¿¶¹̧½Ý½îä½Ää»̧/º»¿̧

%¶Ý½·¹î¾̧ó·¶ÀÞÂ»¾̧î¹¾̧Â¶¿¾¶äîÀ½¹»À̧âî¿½¿Âî½ä̧·»¾Þä¹¾Ç̧½̧¾Þ·Ý»¼̧¶â̧½¿½@

ä¼¾¹̧»¾¹îÃ½¹»¾̧î¾̧Þ¾»À̧¹¶̧»¾¹îÃ½¹»̧¹º»̧ô·¶Þód¾̧¾º½·»̧¶â̧ò¶Âº»d¾̧¿»¹̧

î¿Â¶Ã»#̧õ¿¼̧Àîââ»·»¿Â»¾̧Ä»¹/»»¿̧¹º»¾»̧»¾¹îÃ½¹»¾̧½¿À̧½Â¹Þ½ä̧·»¾Þä¹¾̧

/îää̧Ä»̧½À.Þ¾¹»À̧î¿̧¹º»̧ô·¶Þód¾̧ÈÉÆņ̃Â¶¿¾¶äîÀ½¹»À̧âî¿½¿Âî½ä̧¾¹½¹»Ã»¿¹¾̧

/º»¿̧½Ý½îä½Ää»#

üº»̧â¶ää¶/î¿ã̧¹½Ää»¾̧¾º¶/̧¾ÞÃÃ½·î0»À̧âî¿½¿Âî½ä̧î¿â¶·Ã½¹î¶¿̧¶â̧

ò¶Âº»Ç̧î¿ÂäÞÀî¿ã̧ÂÞ··»¿¹̧Ý½äÞ»¾̧¶â̧â½î·̧Ý½äÞ»̧½À.Þ¾¹Ã»¿¹¾̧Ã½À»̧½¹̧¹º»̧

¹îÃ»̧¶â̧¹º»̧½Â=Þî¾î¹î¶¿̧¶â̧¹º»̧¾º½·»¾Ç̧â¶·̧¹º»̧¼»½·̧»¿À»À̧Á»Â»ÃÄ»·̧

ÅÆÇ̧ÈÉÆȨ̀½¿À̧â¶·̧¹º»̧¾îö̧Ã¶¿¹º¾̧»¿À»À̧aÞ¿»̧ÅÉÇ̧ÈÉÆÅ̧¾î¿Â»̧âÞää̧¼»½·̧

ÈÉÆÅ̧À½¹½̧î¾̧¿¶¹̧¼»¹̧½Ý½îä½Ää»h

ª ¸ª ¢Ó×6ø$ééË×Íª¸ª ®$ééË×Íª¸ª ¢Ó×6ø$ééË×Íª¸

ª ®$ééË×ÍªÎÌÌËÍÌ¸ª ÎÌÌËÍÌ¸ª ÖÕÎúÕÖÕÍÕËÌ¸ª ÖÕÎúÕÖÕÍÕËÌ¸

ª ®+²ªúÕÖÖÕÓ×Ì¸ª ®+²ªúÕÖÖÕÓ×Ì¸ª ®+²ªúÕÖÖÕÓ×Ì¸ª ®+²ªúÕÖÖÕÓ×Ì¸

Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆȨ̀ ÅÆ#ñ¸¸ èà#È¸¸ ÈÉ#È¸¸ Èç#ß¸

aÞ¿»̧ÅÉÇ̧ÈÉÆÅ̧ Èè#ç¸¸ èç#Æ¸¸ Ææ#È¸¸ Èç#Æ¸

ª ¸ª ¸ª £Í Ëéª¸ª §ÓÍÎÖª¸

ª ¸ª ¸ª øÓÔêéË Ë×6¸ª øÓÔêéË Ë×6¸

ª ¦Ë2Ë×$Ë¸ª ¢ËÍªÕ×øÓÔË¸ª ÌÕ2ËªªÕ×øÓÔË¸ª ÌÕ2ËªÕ×øÓÔË¸

ª ®+²ªúÕÖÖÕÓ×Ì¸ª ®+²ªúÕÖÖÕÓ×Ì¸ª ®+²ªúÕÖÖÕÓ×Ì¸ª ®+²ªúÕÖÖÕÓ×Ì¸

Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆȨ̀ ñç#ñ¸¸ æ#ß¸¸ å̧Æ#ß¸¸ è#É¸

aÞ¿»̧ÅÉÇ̧ÈÉÆÅ̧ Èñ#Å¸¸ ñ#æ¸¸ å̧É#È¸¸ ñ#ñ¸

õ̧óÞ·Âº½¾»̧ó·îÂ»̧½ää¶Â½¹î¶¿̧/½¾̧ó»·â¶·Ã»À̧¶¿̧¹º»̧Ä½¾î¾̧¶â̧óÞÄäîÂä¼̧

½Ý½îä½Ää»̧î¿â¶·Ã½¹î¶¿̧½¹̧¹º»̧¹îÃ»̧¶â̧½Â=Þî¾î¹î¶¿̧¶â̧¹º»̧î¿Ý»¾¹Ã»¿¹#̧üº»̧

Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧Ä½ä½¿Â»̧¾º»»¹̧Ý½äÞ»̧½ää¶Â½¹î¶¿̧î¾̧½¾̧̧â¶ää¶/¾h

ª ¬©°ªÔÕÖÖÕÓ×Ì¸

%¶Ý½·¹î¾̧¾º½·»̧¶â̧ò¶Âº»d¾̧»¾¹îÃ½¹»À̧¿»¹̧½¾¾»¹¾̧ Ȩ̀çßÅ¸

%¶Ý½·¹î¾̧¾º½·»̧¶â̧·»@½óó·½î¾»À̧î¿¹½¿ãîÄä»̧½¾¾»¹¾̧ Æ̧èçÆ¸

ùÃóäîÂî¹̧%¶Ý½·¹î¾̧ã¶¶À/îää̧ Å̧ÈÉÉ¸

®$ééË×Íª2ÎÖ$ËªÓëªÌ ÎéËªÕ×ª×ËÍªÕÏË×ÍÕëÕÎúÖËªÎÌÌËÍÌªÎ×Ïª ¸

÷ÓÓÏAÕÖÖª ÙªØÛ¡¸

õÂÂÞÃÞä½¹»À̧»=Þî¹¼̧½ÂÂ¶Þ¿¹î¿ã̧½À.Þ¾¹Ã»¿¹¾̧½¿À̧¹·½¿¾ä½¹î¶¿̧¸ ¸

»ââ»Â¹¾̧ä»¾¾̧ÀîÝîÀ»¿À¾̧·»Â»îÝ»À̧ Æ̧ñÆà¸

°ËøËÔúËéªÒ�;ªÐÑ�ÒªúÎÖÎ×øËªÌ ËËÍª2ÎÖ$Ëª  ªÚ Ð¸

üº»̧îÀ»¿¹îâî»À̧î¿¹½¿ãîÄä»̧½¾¾»¹¾̧ó·î¿Âîó½ää¼̧·»ä½¹»̧¹¶̧¹º»̧Ý½äÞ»̧¶â̧ÂÞ·@

·»¿¹ä¼̧Ã½·í»¹»À̧ó·¶ÀÞÂ¹¾̧½¿À̧½·»̧½Ã¶·¹î0»À̧¶¿̧½̧¾¹·½îãº¹@äî¿»̧Ä½¾î¾̧

¶Ý»·̧¹º»î·̧»¾¹îÃ½¹»À̧½Ý»·½ã»̧Þ¾»âÞä̧äîâ»̧¶â̧ÈȨ́¼»½·¾#

ù¿̧ÈÉÆÅÇ̧ÀîÝîÀ»¿À¾̧·»Â»îÝ»À̧â·¶Ã ò̧¶Âº»̧î¿̧·»ä½¹î¶¿̧¹¶̧¹º»̧Àî¾¹·î@

ÄÞ¹î¶¿̧¶â̧î¹¾̧ÈÉÆȨ̀¿»¹̧î¿Â¶Ã»̧½Ã¶Þ¿¹»À̧¹¶̧bðÁ-ñÆÅ̧Ãîääî¶¿̧ È́ÉÆÈḩ

bðÁ-Åßæ̧Ãîääî¶¿̧î¿̧·»ä½¹î¶¿̧/î¹º̧¹º»̧Àî¾¹·îÄÞ¹î¶¿̧¶â̧î¹¾̧ÈÉÆÆ̧¿»¹̧

î¿Â¶Ã»Ê#

üº»̧Â¶¿¾¶äîÀ½¹»À̧î¿Â¶Ã»̧¾¹½¹»Ã»¿¹̧»ââ»Â¹¾̧â·¶Ã½̧óóä¼î¿ã̧%¶Ý½·¹î¾̧

½ÂÂ¶Þ¿¹î¿ã̧ó·î¿Âîóä»¾̧â¶·̧¹ºî¾̧î¿Ý»¾¹Ã»¿¹̧î¿̧ÈÉÆÅ̧½¿À̧ÈÉÆȨ̀½·»̧½¾̧

â¶ää¶/¾h

ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

%¶Ý½·¹î¾̧¾º½·»̧¶â̧ò¶Âº»d¾̧»¾¹îÃ½¹»À̧ÂÞ··»¿¹@¼»½·̧ ¸¸ ¸

Â¶¿¾¶äîÀ½¹»À̧¿»¹̧î¿Â¶Ã»̧ àÆç¸¸ çÉß¸

>·î¶·@¼»½·̧½À.Þ¾¹Ã»¿¹̧ å̧èß¸¸ å̧Æà¸

õÃ¶·¹î0½¹î¶¿̧¶â̧â½î·̧Ý½äÞ»̧½À.Þ¾¹Ã»¿¹¾̧·»ä½¹î¿ã̧ ¸¸ ¸

¹¶̧î¿¹½¿ãîÄä»̧½¾¾»¹¾Ç̧¿»¹̧¶â̧¹½ö»¾̧¶â̧bðÁ̧ñȩ̀Ãîääî¶¿̧ ¸¸ ¸

È́ÉÆÈḩbðÁ̧ñȩ̀Ãîääî¶¿Ȩ̂ å̧Æèñ¸¸ å̧ÆèÅ¸

¢ËÍªÕ×øÓÔËªËëëËøÍª ÛÑ¡¸ª ØÒ ¸
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5. INTEREST EXPENSE AND OTHER FINANCIAL INCOME AND EXPENSE

INTEREST EXPENSE

   

OTHER FINANCIAL INCOME AND EXPENSE

 
 
 

  

2012 2012
USD millions USD millions

Interest expense Interest income 50
Expense due to discounting long-term liabilities Dividend income 1
Total interest expense Net capital gains/(losses) on

available-for-sale securities — 6

Net capital (losses)/gains on
cash and cash equivalents 47
Income on forward contracts and options 86
Expenses on forward contracts and options — 129
Impairment of commodities
and available-for-sale securities

Other financial expense — 20
Monetary loss from hyperinflation accounting -19
Currency result, net — 106
Total other financial income and expense - 96

 
6. TAXES

INCOME BEFORE TAXES

  
 
 

 

Restated
2012‘

USD millions
Switzerland

Total income before taxes

‘2012 restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

CURRENT AND DEFERRED INCOME TAX EXPENSE

Restated
2012‘

USD millions
Switzerland — 530

Foreign — 1 806
Total current income tax expense - 2 336
Switzerland 267

Foreign 527
Total deferred tax income 794

Total income tax expense - 1 542
 

‘2012 restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

ANALYSIS OF TAX RATE

The main elements contributing to the difference between the Group's
overall expected tax rate (which can change each year since it is
calculated as the weighted average tax rate based on pre-tax income
of each subsidiary) and the effective tax rate are:

Restated
2012‘

%

Expected tax rate 13.3
Effect of disallowed expenditures 2.9
Effect of utilization of tax losses brought forward
from prior periods -0.1
Effect of income taxed at reduced rates — 0.3
Effect of tax credits and allowances -1.7
Effect of write-off of deferred tax assets

Effect of tax rate change on opening balance
Effect of tax benefits expiring in 2017 -0.8
Prior year and other items 0.8
Effective tax rate 14.1

 
‘2012 restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

The utilization of tax-loss carry-forwards lowered the tax charge by
USD 13 million in 2013 and by USD 11 million in 2012, respectively.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements

0205

203



ÐÑ¡ bcdefghijkfclmjebblenjfomcfgjpqrs

ç#̧?õò%ù%ôð̧>?ò̧ðjõò?

c½¾îÂ̧»½·¿î¿ã¾̧ó»·̧¾º½·»̧ ?́>ðȨ̂î¾̧Â½äÂÞä½¹»À̧Ä¼̧ÀîÝîÀî¿ã̧¿»¹̧î¿Â¶Ã»̧

½¹¹·îÄÞ¹½Ää»̧¹¶̧¾º½·»º¶äÀ»·¾̧¶â̧%¶Ý½·¹î¾̧õô̧Ä¼̧¹º»̧/»îãº¹»À̧½Ý»·½ã»̧

¿ÞÃÄ»·̧¶â̧¾º½·»¾̧¶Þ¹¾¹½¿Àî¿ã̧î¿̧½̧·»ó¶·¹î¿ã̧ó»·î¶À#̧üºî¾̧Â½äÂÞä½¹î¶¿̧

»öÂäÞÀ»¾̧¹º»̧½Ý»·½ã»̧¿ÞÃÄ»·̧¶â̧î¾¾Þ»À̧¾º½·»¾̧óÞ·Âº½¾»À̧Ä¼̧¹º»̧

ô·¶Þó̧½¿À̧º»äÀ̧½¾̧¹·»½¾Þ·¼̧¾º½·»¾#

ª ªª ¦ËÌÍÎÍËÏª

ª ÐÑ�Òªª ÐÑ�Ð�ª

�ÎÌÕøªËÎé×Õ×÷ÌªêËéªÌ ÎéȨ̈ ¸¸ ¸

o»îãº¹»À̧½Ý»·½ã»̧¿ÞÃÄ»·̧¶â̧¾º½·»¾̧̧ ¸¸ ¸

¶Þ¹¾¹½¿Àî¿ã̧ î́¿̧Ãîääî¶¿¾Ȩ̂ Ȩ̀ññÆ¸¸ Ȩ̀ñÆà¸

¸ ¸¸ ¸

¢ËÍªÕ×øÓÔËªÎÍÍéÕú$ÍÎúÖËªÍÓªÌ ÎéË ÓÖÏËéÌªª ªª ª

Óëª¢Ó2ÎéÍÕÌª¥«ª!¬©°ªÔÕÖÖÕÓ×Ì"ª Úª�ÙØªª ÚªÐÙÑª

�ÎÌÕøªËÎé×Õ×÷ÌªêËéªÌ ÎéËª!¬©°"ª Ò{ÙÛªª Ò{ Òª

Æò̧»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»̧½À¶ó¹î¶¿̧¶â̧·»Ýî¾»À̧ùõðÆß̧¶¿�&'(��)���*�����þ��́¾»»̧%¶¹»̧ÅÉÊ#

µ¶·̧ÀîäÞ¹»À̧?>ðÇ̧¹º»̧/»îãº¹»À̧½Ý»·½ã»̧¿ÞÃÄ»·̧¶â̧¾º½·»¾̧¶Þ¹¾¹½¿Àî¿ã̧

î¾̧½À.Þ¾¹»À̧¹¶̧½¾¾ÞÃ»̧¹º»̧Ý»¾¹î¿ã̧¶â̧½ää̧·»¾¹·îÂ¹»À̧¾º½·»¾̧½¿À̧¹º»̧

Â̧¶¿Ý»·¾î¶¿̧¶â̧½ää̧ó¶¹»¿¹î½ää¼̧ÀîäÞ¹îÝ»̧¾º½·»¾̧½·î¾î¿ã̧â·¶Ã ¶̧ó¹î¶¿¾̧¶¿̧

%¶Ý½·¹î¾̧¾º½·»¾̧¹º½¹̧º½Ý»̧Ä»»¿̧î¾¾Þ»À#

ª ¸ª ¦ËÌÍÎÍËÏ¸

ª ÐÑ�Ò¸ª ÐÑ�Ð�̧

°ÕÖ$ÍËÏªËÎé×Õ×÷ÌªêËéªÌ ÎéȨ̈ ¸¸ ¸

o»îãº¹»À̧½Ý»·½ã»̧¿ÞÃÄ»·̧¶â̧¾º½·»¾̧̧ ¸¸ ¸

¶Þ¹¾¹½¿Àî¿ã̧ î́¿̧Ãîääî¶¿¾Ȩ̂ Ȩ̀ññÆ¸¸ Ȩ̀ñÆà¸

õÀ.Þ¾¹Ã»¿¹̧â¶·̧Ý»¾¹î¿ã̧¶â̧·»¾¹·îÂ¹»À̧¸ ¸¸ ¸

¾º½·»¾̧½¿À̧ÀîäÞ¹îÝ»̧¾º½·»¾̧â·¶Ã ¶̧ó¹î¶¿¾̧̧ ¸¸ ¸

î́¿̧Ãîääî¶¿¾Ȩ̂ Åà¸¸ Èç¸

o»îãº¹»À̧½Ý»·½ã»̧¿ÞÃÄ»·̧¶â̧¾º½·»¾̧â¶·̧̧ ¸¸ ¸

ÀîäÞ¹»À̧»½·¿î¿ã¾̧ó»·̧¾º½·»̧ î́¿̧Ãîääî¶¿¾Ȩ̂ Ȩ̀ñçß¸¸ Ȩ̀ññè¸

¸ ¸¸ ¸

¢ËÍªÕ×øÓÔËªÎÍÍéÕú$ÍÎúÖËªÍÓªÌ ÎéË ÓÖÏËéÌªª ªª ª

Óëª¢Ó2ÎéÍÕÌª¥«ª!¬©°ªÔÕÖÖÕÓ×Ì"ª Úª�ÙØªª ÚªÐÙÑª

°ÕÖ$ÍËÏªËÎé×Õ×÷ÌªêËéªÌ ÎéËª!¬©°"ª Ò{ÙÑªª Ò{ÙÚª

Æò̧»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»̧½À¶ó¹î¶¿̧¶â̧·»Ýî¾»À̧ùõðÆß̧¶¿�&'(��)���*�����þ��́¾»»̧%¶¹»̧ÅÉÊ#
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ò»¾¹½¹»Ã»¿¹̧ÀÞ»̧¹¶̧·»Ýî¾»À̧ùõð̧Æß̧¶¿̧&'(��)���*�����þ�Æ̧¸ ¸¸ ¸¸ ÈÉÉ¸¸ ¸¸ ¸¸ ÈÉÉ¸
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The following table summarizes these value adjustments and currency translation effects attributable to Novartis shareholders:
Fair value Fair value Actuarial Revaluation Cumulative

adjustments adjustments on losses of previously currency
on marketable deferred cash from defined held equity translation Total value

securities flow hedges benefit plans interests effects adjustments
USD millions USD millions USD millions USD millions USD millions USD millions

Value adjustments at January 1, 2012 - published 137 - 141 - 4 667 685 3 135 - 851
Reclassification of revaluation of previously
held equity interest to retained earnings - 685 - 685
Restatement due to revised IAS 19 on Employee Benefits1 200 200
Value adjustments at January 1, 2012 - restated 137 - 141 -4 467 3 135 - 1 336
Fair value adjustments on financial instruments 75 41 116
Net actuarial losses from defined benefit plansl - 1 581 - 1 581
Currency translation effects 809 809
Total value adjustments in 2012 75 41 - 1 581 809 - 656
Value adjustments at December 31, 2012 212 - 100 - 6 048 3 944 - 1 992
Fair value adjustments on financial instruments 132 41 173
Net actuarial gains from defined benefit plans 1504 1504
Currency translation effects 681 681
Total value adjustments in 2013 132 41 1 504 681 2 358
Value adjustments at December 31, 2013 344 - 59 - 4 544 4 625 366

‘Restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

8.1) The 2013 and 2012 changes in the fair value of financial instruments were as follows:
Fair value Fair value

adjustments adjustments onon marketable deferred cash
securities flow hedges Total

USD millions USD millions USD millions

Fair value adjustments at January 1,2013 212 — 100 112
Changes in fair value:

- Availab|e—for—sale marketable securities 3 3
- Availab|e—for—sale financial investments 204 204

- Associated companies’ movements in comprehensive income 7 7
Realized net gains transferred to the consolidated income statement:

- Marketable securities sold -46 -46
- Other financial assets sold - 74 - 74

Amortized net losses on cash flow hedges transferred to the consolidated income statement 44 44
Impaired financial assets transferred to the consolidated income statement 65 65
Deferred tax on above items - 27 -3 -30

Fair value adjustments during the year 132 41 173
Fair value adjustments at December 31, 2013 344 - 59 285

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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Ú{ "ªáº½¿ã»¾̧î¿̧¿¶¿@Â¶¿¹·¶ääî¿ã̧î¿¹»·»¾¹¾̧î¿̧¾ÞÄ¾îÀî½·î»¾̧·»¾Þä¹»À̧î¿̧½̧

·»ÀÞÂ¹î¶¿̧î¿̧Â¶¿¾¶äîÀ½¹»À̧»=Þî¹¼̧¶â̧bðÁ-ÆÉß̧Ãîääî¶¿̧ È́ÉÆÈḩ·»ÀÞÂ¹î¶¿̧

¶â̧bðÁ-àȨ̀Ãîääî¶¿Ê#

0209

9. CHANGES IN CONSOLIDATED EQUITY

9.1) As of January 1, 2012, Novartis has changed its presentation
policy to include share premium arising from share transactions in
consolidated retained earnings.

9.2) A dividend of CHF 2.30 per share was approved at the 2013
Annual General meetingforthe year ended December31, 2012, result-
ing in a total dividend payment of USD 6.1 billion in 2013 (2012: the
CHF 2.25 per share dividend amounted to USD 6.0 billion). The
amount available for distribution as a dividend to shareholders is

based on the available distributable retained earnings of Novartis AG
determined in accordance with the legal provisions of the Swiss Code
of Obligations.

9.3) Share purchases of 40.3 million shares for USD 3.0 billion
occurred during 2013 (2012: 8.6 million shares for USD 505 million).
This comprises purchases of 33.3 million shares on the first trading
line of the SIX Swiss Stock Exchange for USD 2.5 billion (2012: 4.6
million shares for USD 240 million) and purchases of 4.8 million
shares from employees for USD 356 million (2012: 4.0 million shares
for USD 265 million). An additional 2.2 million shares were acquired
on the second trading line for USD 170 million under the share buy-
back announced in November 2013 and are intended for cancella-

tion (2012: no share buy-backs). The withholding tax on the second
trading line purchases amounts to USD 60 million and will be paid
in 2014.

9.4) There was a disposal of 34.3 million shares, mainly due to the
exercise of options and delivery of treasury shares, which contributed
USD 1.7 billion (2012: 12.0 million shares for USD 416 million). The
average share price was significantly below market price due to the
low strike price of the exercised options.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

9.5) In 2013, no shares were cancelled. In 2012, a total of 39.4 million
shares were cancelled. These shares had been repurchased via the
second trading line of the SIX Swiss Exchange in 2011.

9.6) Equity-settled share-based compensation is expensed in the con-
solidated income statement in accordance with the vesting period of
the share-based compensation plans. The value for the shares and
options granted is credited to consolidated equity over the respec-
tive vesting period. In 2013, 11.5 million shares were transferred to
associates as part of equity-based compensation (2012: 10.6 million
shares). In addition tax benefits arising from tax deductible amounts
exceeding the expense recognized in the income statement are cred-
ited to equity.

9.7) During 2013 additional interests in subsidiaries were acquired.
The reduction in equity of USD 10 million represents the excess of
the amount paid over the amount recognized for the acquired
non-controlling interest (2012: nil).

9.8) Changes in non-controlling interests in subsidiaries resulted in a
reduction in consolidated equity of USD 109 million (2012: reduction
of USD 82 million).
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Â¶¿¹·½Â¹¾̧¶·̧Þ¿âÞäâîää»À̧Â¶¿Àî¹î¶¿¾̧î¿̧Â¶¿¿»Â¹î¶¿̧/î¹º̧¹ºî¾̧ã·½¿¹#

üº»̧·»Ý»·¾½ä̧¶â̧¹º»̧îÃó½î·Ã»¿¹̧Âº½·ã»̧ÀÞ·î¿ã̧ÈÉÆÅ̧ó·î¿Âîó½ää¼̧

·»ä½¹»¾̧¹¶̧âî¿Àî¿ã̧½¿̧½ä¹»·¿½¹îÝ»̧Þ¾»̧â¶·̧¹º»̧ó·»Ýî¶Þ¾ä¼̧îÃó½î·»À̧

Ã½Âºî¿»·¼̧½¿À̧»=ÞîóÃ»¿¹̧î¿î¹î½ää¼̧Þ¾»À̧¹¶̧Ã½¿Þâ½Â¹Þ·»̧½äî¾íî·»¿#

c¶··¶/î¿ã̧Â¶¾¹¾̧¶¿̧¿»/̧½ÀÀî¹î¶¿¾̧¹¶̧ó·¶ó»·¹¼Ç̧óä½¿¹̧½¿À̧»=Þîó@

Ã»¿¹̧º½Ý»̧Ä»»¿̧Â½óî¹½äî0»À̧½¿À̧½Ã¶Þ¿¹»À̧¹¶̧bðÁ-ß̧Ãîääî¶¿̧î¿̧ÈÉÆÅ̧
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ª ªª ªª ªª ³Îø Õ×Ëé7ªªª ª

ª ªª ªª®Ó×ÌÍé$øÍÕÓ×ªªª pªÓÍ Ëéªªª ª

ª Î̄×Ïªª �$ÕÖÏÕ×÷Ìªª Õ×ªêéÓ÷éËÌÌªª Ë8$ÕêÔË×Íªªª §ÓÍÎÖª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ÐÑ�Ðª ªª ªª ªª ªª ª

DKFVH HH HH HH HH H

:Î×$Îé7ª�ª  Ò�ªª ��ª¡ÐÚªª Ðª�Û¡ªª �ØªØ��ªª ÐÚªÚÒØª

ùÃó½Â¹̧¶â̧ÄÞ¾î¿»¾¾̧Â¶ÃÄî¿½¹î¶¿¾̧ ÆÉ¸¸ çæ¸¸ ÆÈ¸¸ Èà¸¸ ÆÈæ¸

ò»Âä½¾¾îâîÂ½¹î¶¿¾Æ̧¸ ÆÆ¸¸ Èßæ¸¸ å̧Æ̧ÈÈæ¸¸ ßÆß¸¸ ¸

õÀÀî¹î¶¿¾̧ è¸¸ ÆÉè¸¸ Ȩ̀ÆÆç¸¸ èÈç¸¸ Ȩ̀çèñ¸

Áî¾ó¶¾½ä¾̧½¿À̧À»·»Â¶ã¿î¹î¶¿¾Ȩ̀¸ å̧è¸¸ å̧èñ¸¸ å̧Æñ¸¸ å̧èÈÅ¸¸ å̧èßæ¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ Æè¸¸ Æçç¸¸ æÉ¸¸ ÅÉÆ¸¸ èèÅ¸

°ËøËÔúËéªÒ�ª  ÛÙªª �ÐªÑÐÚªª Òª��Òªª �ÛªÙÛÒªª ÒÐªÙÙÐª

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

�TT���JEVNWHWNUONTQEVQKRH HH HH HH HH H

:Î×$Îé7ª�ª <ªÐÐªª <ª¡ªÛ¡Ûªª <ª�Ñªª <ªÚªÛÒÑªª <ª�¡ªÒÑ ª

Á»ó·»Âî½¹î¶¿̧Âº½·ã»̧ å̧ñ¸¸ å̧ñæè¸¸ ¸¸ å̧Æ̧ÈÅè¸¸ å̧Æ̧çÉñ¸

Á»ó·»Âî½¹î¶¿̧¶¿̧Àî¾ó¶¾½ä¾̧½¿À̧À»·»Â¶ã¿î¹î¶¿¾Ȩ̀¸ È¸¸ Åè¸¸ ¸¸ ñæÈ¸¸ ñßß¸

ùÃó½î·Ã»¿¹̧Âº½·ã»̧ ¸¸ å̧ÈÉ¸¸ ¸¸ å̧Æß¸¸ å̧Åß¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ å̧Æ¸¸ å̧àÉ¸¸ ¸¸ å̧ÈÉÉ¸¸ å̧ÈàÆ¸

°ËøËÔúËéªÒ�ª <ªÐØªª <ªØª�ÙÛªª <ª�Ñªª <ª�ÑªÛÐÐªª <ª�Øª ÒÒª

¢ËÍªúÓÓ�ª2ÎÖ$ËªÎÍª°ËøËÔúËéªÒ�ª  ¡Ðªª Ûª ØÒªª Òª�ÑÒªª Ûª�¡�ªª �ÛªÚÒÚª

×̈Ì$éËÏª2ÎÖ$ËªÎÍª°ËøËÔúËéªÒ�ª ªª ªª ªª ªª ÒÙª¡ÑØª

¢ËÍªúÓÓ�ª2ÎÖ$ËªÓëªêéÓêËéÍ7;ªêÖÎ×ÍªpªË8$ÕêÔË×Íª$×ÏËéªëÕ×Î×øËªÖËÎÌËªøÓ×ÍéÎøÍÌª ªª ªª ªª ªª �ª

®ÓÔÔÕÍÔË×ÍÌªëÓéªê$éø ÎÌËÌªÓëªêéÓêËéÍ7;ªêÖÎ×ÍªpªË8$ÕêÔË×Íª ªª ªª ªª ªª ÙØØª

Æò̧»Âä½¾¾îâîÂ½¹î¶¿¾̧Ä»¹/»»¿̧Ý½·î¶Þ¾̧½¾¾»¹̧Â½¹»ã¶·î»¾̧ÀÞ»̧¹¶̧Â¶Ãóä»¹î¶¿̧¶â̧óä½¿¹̧½¿À̧¶¹º»·̧»=ÞîóÃ»¿¹̧Þ¿À»·̧Â¶¿¾¹·ÞÂ¹î¶¿#
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ÆÆ#̧ôÜÜÁoùBB̧õ%Á̧ù%üõ%ôùcB?̧õðð?ü̧ìÜi?ì?%üð

ª ªª ªª ªª ªª ¸ª ¸ª ¸ª §ÓÍÎÖªÓëª¸

ª ªª ¥ø8$ÕéËÏªª ªª ªª ®$ééË×ÍÖ7¸ª ¸ª £Í Ëé¸ª Õ×ÍÎ×÷ÕúÖË¸

ª ªª éËÌËÎéø ªpªª ¥ÖøÓ×ªªª ªª ÔÎé�ËÍËÏª¸ª ³Îé�ËÍÕ×÷ª¸ª Õ×ÍÎ×÷ÕúÖË¸ª ÎÌÌËÍÌªÓÍ Ëé¸

ª «ÓÓÏAÕÖÖªªÏË2ËÖÓêÔË×Íªª úéÎ×Ïª×ÎÔËªª§Ëø ×ÓÖÓ÷ÕËÌªª êéÓÏ$øÍÌª¸ª �×ÓA6 ÓA¸ª ÎÌÌËÍÌ¸ªÍ Î×ª÷ÓÓÏAÕÖÖ¸

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

ÐÑ�Òª ªª ª¸ ªª ªª ¸¸ ¸ª ¸ª ¸

DKFVª ªª ª¸ ªª ªª ¸¸ ¸ª ¸ª ¸

:Î×$Îé7ª�ª Ò�ªÛÑØªª Ðª ØÙªª ÐªÚ Ñªª ÙªÑÙÚªª Ð¡ª¡�Ð¸ª ØªÚÛÑ¸ª �ªÒÑÒ¸ª ¡¡ªØÚ�¸

ò»Âä½¾¾îâîÂ½¹î¶¿¾Æ̧¸ ¸¸ å̧ññç¸¸ ¸¸ ¸¸ ñÅÆ¸¸ ¸¸ Ææ¸¸ ¸

õÀÀî¹î¶¿¾̧ ¸¸ ÈèÆ¸¸ ¸¸ ñ¸¸ ÆçÉ¸¸ ¸¸ Æñè¸¸ èçÉ¸

Áî¾ó¶¾½ä¾̧½¿À̧À»·»Â¶ã¿î¹î¶¿¾Ȩ̀¸ ¸¸ å̧ñÉ¸¸ ¸¸ ¸¸ å̧ÈÆ¸¸ ¸¸ å̧ÆÉ¸¸ å̧çÆ¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ ÈÆæ¸¸ Åè¸¸ ¸¸ ÈÆ¸¸ ÈÈç¸¸ ¸¸ Èè¸¸ ÅÉà¸

°ËøËÔúËéªÒ�ª Ò�ª Ð�ªª ÐªÛØÛªª ÐªÚ Ñªª Ùª�Ñ¡ªª ÐØªÐ�Ú¸ª ØªÚÛÑ¸ª �ª¡ÙÚ¸ª ¡ØªÒÚ ¸

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

�TT���JEVNWHE�KOVQ�EVQKRª ªª ª¸ ªª ªª ¸¸ ¸ª ¸ª ¸

:Î×$Îé7ª�ª <ªØ�Øªª <ªØ¡Òª¸ ªª <ª�ªØØ�ªª <ª�ÑªÙØÑ¸ª <ª¡ÙÛ¸ª <ªÚ¡Ñ¸ª <ª�¡ªÐÛÑ¸

õÃ¶·¹î0½¹î¶¿̧Âº½·ã»̧ ¸¸ ¸¸ ¸¸ å̧æÆÉ¸¸ å̧Ȩ̀ÉÆà¸¸ å̧ÈÅß¸¸ å̧ÆÉß¸¸ å̧Ȩ̀ßçæ¸

õÃ¶·¹î0½¹î¶¿̧¶¿̧Àî¾ó¶¾½ä¾̧½¿À̧À»·»Â¶ã¿î¹î¶¿¾Ȩ̀¸ ¸¸ Åß¸¸ ¸¸ ¸¸ Æß¸¸ ¸¸ ÆÉ¸¸ æà¸

ùÃó½î·Ã»¿¹̧Âº½·ã»̧ ¸¸ å̧æñ¸¸ ¸¸ ¸¸ å̧Èà¸¸ ¸¸ å̧Èñ¸¸ å̧ÆÆæ¸

ò»Ý»·¾½ä̧¶â̧îÃó½î·Ã»¿¹̧Âº½·ã»̧ ¸¸ ¸¸ ¸¸ ¸¸ È¸¸ ¸¸ ¸¸ È¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ å̧ÆÅ¸¸ å̧Æè¸¸ ¸¸ å̧ç¸¸ å̧Æñæ¸¸ ¸¸ å̧Ææ¸¸ å̧Æàñ¸

°ËøËÔúËéªÒ�ª <ªØÐ ªª <ªØ Òª¸ ªª <ªÐª�Û ªª <ª�ÐªÚÐ�¸ª <ªÙ�Ø¸ª <ª�ªÑÙÚ¸ª <ª�Ùª¡ÛÛ¸

¢ËÍªúÓÓ�ª2ÎÖ$ËªÎÍª°ËøËÔúËéªÒ�ª Ò�ªÐÚÒªª ÐªÑÙÒªª ÐªÚ Ñªª ¡ªÚÒÛªª �ÐªÐÚ ¸ª ØªÐ¡Ø¸ª ¡ÑÑ¸ª ÐÙªÚÒÐ¸

B»¾¾̧½¾¾»¹¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ å̧Èæç¸¸ ¸¸ ¸¸ ¸¸ å̧ßÆ¸¸ ¸¸ ¸¸ å̧ßÆ¸

¢ËÍªúÓÓ�ª2ÎÖ$ËªËûøÖ$ÏÕ×÷ªÏÕÌêÓÌÎÖª÷éÓ$êª ªª ªª ªª ªª ¸ª ¸ª ¸ª ¸

ÎÍª°ËøËÔúËéªÒ�ª Ò�ªÑÐÛªª ÐªÑÙÒªª ÐªÚ Ñªª ¡ªÚÒÛªª �ÐªÐÑÙ¸ª ØªÐ¡Ø¸ª ¡ÑÑ¸ª ÐÙª ¡�¸
¸
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ÈÁ̧»·»Â¶ã¿î¹î¶¿¾̧¶â̧½¾¾»¹¾̧/ºîÂº̧½·»̧¿¶̧ä¶¿ã»·̧Þ¾»À̧¶·̧Ä»î¿ã̧À»Ý»ä¶ó»À̧ ½̧¿À̧½·»̧¿¶¹̧Â¶¿¾îÀ»·»À̧¹¶̧º½Ý»̧½̧¾îã¿îâîÂ½¿¹̧Àî¾ó¶¾½ä̧Ý½äÞ»̧¶·̧¶¹º»·̧½ä¹»·¿½¹îÝ»̧Þ¾»#¸

¸

©±«³±¢§¥§̈£¢ª£²ª«££°C¨̄ ª̄¥¢°ª̈¢§¥¢«̈�̄ ±ª¥©©±§©

üº»̧¿»¹̧Ä¶¶í̧Ý½äÞ»¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧¶â̧ã¶¶À/îää̧½¿À̧î¿¹½¿ãîÄä»̧½¾¾»¹¾̧½·»̧½ää¶Â½¹»À̧¹¶̧¹º»̧ô·¶Þód¾̧·»ó¶·¹î¿ã̧¾»ãÃ»¿¹¾̧½¾̧¾ÞÃÃ½@

·î0»À̧Ä»ä¶/#

ª ªª ªª ªª ªª ªª ªª ªª §ÓÍÎÖªÓëªª

ª ªª ¥ø8$ÕéËÏªª ªª ªª ®$ééË×ÍÖ7ªª ªª £Í Ëéªª Õ×ÍÎ×÷ÕúÖËª

ª ªª éËÌËÎéø ªpªª ¥ÖøÓ×ªªª ªª ÔÎé�ËÍËÏªªª ³Îé�ËÍÕ×÷ªªª Õ×ÍÎ×÷ÕúÖËªª ÎÌÌËÍÌªÓÍ Ëéª

ª «ÓÓÏAÕÖÖªªÏË2ËÖÓêÔË×Íªª úéÎ×Ïª×ÎÔËªª§Ëø ×ÓÖÓ÷ÕËÌªª êéÓÏ$øÍÌªªª �×ÓA6 ÓAªª ÎÌÌËÍÌªªÍ Î×ª÷ÓÓÏAÕÖÖª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

>º½·Ã½Â»Þ¹îÂ½ä¾̧ Å̧Æèñ¸¸ Æ̧ÈÆÅ¸¸ ¸¸ Æß¸¸ Æ̧èææ¸¸ ¸¸ Æñç¸¸ Ȩ̀ßñè¸

õäÂ¶¿̧ Æç̧ççæ¸¸ ÅÈà¸¸ Ȩ̀ßàÉ¸¸ Å̧ààñ¸¸ æ̧àÅß¸¸ ȩ̀Èñè¸¸ àÆ¸¸ Æß̧Åèç¸

ð½¿À¶0̧ à̧ßÈà¸¸ èÉç¸¸ ¸¸ àèÅ¸¸ Ȩ̀ÅÅà¸¸ ¸¸ Æñ¸¸ Å̧çÆÈ¸

i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾̧́»öÂäÞÀî¿ã̧¸̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

½¾¾»¹¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»Ȩ̂ ßÅÅ¸¸ ç¸¸ ¸¸ ÆàÉ¸¸ ßèè¸¸ ¸¸ ÆÉÆ¸¸ Æ̧ÈñÅ¸

á¶¿¾ÞÃ»·̧j»½ä¹º̧ ÈÈà¸¸ ñ¸¸ ¸¸ ¸¸ èÉß¸¸ ¸¸ ñè¸¸ èèà¸

á¶·ó¶·½¹»̧ ç¸¸ Æñ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ÆÈ¸¸ Èæ¸

§ÓÍÎÖª Ò�ªÑÐÛªª ÐªÑÙÒªª ÐªÚ Ñªª ¡ªÚÒÛªª �ÐªÐÑÙªª ØªÐ¡Øªª ¡ÑÑªª ÐÙª ¡�ª

>¶¹»¿¹î½ä̧îÃó½î·Ã»¿¹̧Âº½·ã»Ç̧îâ̧½¿¼Ç̧̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

îâ̧Àî¾Â¶Þ¿¹»À̧Â½¾º̧âä¶/¾̧â»ää̧Ä¼̧èe¸ ¸¸ ¸¸ ¸¸ ¸¸ æ¸¸ ¸¸ ¸¸ ¸

>¶¹»¿¹î½ä̧îÃó½î·Ã»¿¹̧Âº½·ã»Ç̧îâ̧½¿¼Ç̧̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

îâ̧Àî¾Â¶Þ¿¹»À̧Â½¾º̧âä¶/¾̧â»ää̧Ä¼̧ÆÉe¸ ¸¸ Å¸¸ ¸¸ ¸¸ Æñ¸¸ ¸¸ ¸¸ ¸
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%¶¹»¾̧¹¶̧¹º»̧%¶Ý½·¹î¾̧ô·¶Þó̧á¶¿¾¶äîÀ½¹»À̧µî¿½¿Âî½ä̧ð¹½¹»Ã»¿¹¾

ª ªª ªª ªª ªª ªª ªª ªª §ÓÍÎÖªÓëªª

ª ªª ¥ø8$ÕéËÏªª ªª ªª ®$ééË×ÍÖ7ªª ªª £Í Ëéªª Õ×ÍÎ×÷ÕúÖËª

ª ªª éËÌËÎéø ªpªª ¥ÖøÓ×ªªª ªª ÔÎé�ËÍËÏªªª ³Îé�ËÍÕ×÷ªªª Õ×ÍÎ×÷ÕúÖËªª ÎÌÌËÍÌªÓÍ Ëéª

ª «ÓÓÏAÕÖÖªªÏË2ËÖÓêÔË×Íªª úéÎ×Ïª×ÎÔËªª§Ëø ×ÓÖÓ÷ÕËÌªª êéÓÏ$øÍÌªªª �×ÓA6 ÓAªª ÎÌÌËÍÌªªÍ Î×ª÷ÓÓÏAÕÖÖª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ÐÑ�Ð̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

DKFV̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

:Î×$Îé7ª�ª ÒÑª¡Ø�ªª ÒªÑÚ�ªª ÐªÚ Ñªª ÛªÛ �ªª ÐÒªÑ¡Ñªª ØªÚÛÑªª �ªÐÐÐªª ¡ÐªÚÙ¡ª

ùÃó½Â¹̧¶â̧ÄÞ¾î¿»¾¾̧Â¶ÃÄî¿½¹î¶¿¾̧ Æ̧ÉÈæ¸¸ ÆçÅ¸¸ ¸¸ ÅçÆ¸¸ èÈÆ¸¸ ¸¸ ¸¸ Æ̧Éæè¸

ò»Âä½¾¾îâîÂ½¹î¶¿¾Æ̧¸ ¸¸ å̧èçñ¸¸ ¸¸ ¸¸ èçñ¸¸ ¸¸ ¸¸ ¸

õÀÀî¹î¶¿¾̧ ¸¸ Æçè¸¸ ¸¸ ¸¸ ÆÅæ¸¸ ¸¸ æß¸¸ ÅàÉ¸

Áî¾ó¶¾½ä¾̧½¿À̧À»·»Â¶ã¿î¹î¶¿¾Ȩ̀¸ ¸¸ å̧Åñ¸¸ ¸¸ ¸¸ å̧Æß¸¸ ¸¸ å̧ÆÉ¸¸ å̧æÅ¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ ÆÈà¸¸ Èæ¸¸ ¸¸ Èç¸¸ ÆæÉ¸¸ ¸¸ ÈÈ¸¸ ÈÅè¸

°ËøËÔúËéªÒ�ª Ò�ªÛÑØªª Ðª ØÙªª ÐªÚ Ñªª ÙªÑÙÚªª Ð¡ª¡�Ðªª ØªÚÛÑªª �ªÒÑÒªª ¡¡ªØÚ�ª

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

�TT���JEVNWHE�KOVQ�EVQKŖ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

:Î×$Îé7ª�ª <ªØÑ ªª <ª¡Û�ªª ªª <ªÚØÑªª <ª ªØÒØªª <ªÐÒ ªª <ª Ð�ªª <ª��ªÑÑØª

õÃ¶·¹î0½¹î¶¿̧Âº½·ã»̧ ¸¸ ¸¸ ¸¸ å̧èßÉ¸¸ å̧Æ̧ßèß¸¸ å̧ÈÅà¸¸ å̧ÆÉç¸¸ å̧Ȩ̀àßñ¸

õÃ¶·¹î0½¹î¶¿̧¶¿̧Àî¾ó¶¾½ä¾̧½¿À̧À»·»Â¶ã¿î¹î¶¿¾Ȩ̀¸ ¸¸ Åñ¸¸ ¸¸ ¸¸ Æç¸¸ ¸¸ ÆÉ¸¸ æÆ¸

ùÃó½î·Ã»¿¹̧Âº½·ã»̧ ¸¸ å̧ÆÉç¸¸ ¸¸ ¸¸ å̧ÆçÈ¸¸ ¸¸ å̧ç¸¸ å̧Èàæ¸

ò»Ý»·¾½ä̧¶â̧îÃó½î·Ã»¿¹̧Âº½·ã»̧ ¸¸ Å¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ Å¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ å̧ç¸¸ å̧ÆÈ¸¸ ¸¸ å̧ÆÆ¸¸ å̧ÆÉÆ¸¸ ¸¸ å̧Æè¸¸ å̧ÆÅß¸

°ËøËÔúËéªÒ�ª <ªØ�Øªª <ªØ¡Òªª ªª <ª�ªØØ�ªª <ª�ÑªÙØÑªª <ª¡ÙÛªª <ªÚ¡Ñªª <ª�¡ªÐÛÑª
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ª ~ªª ~ªª ~ªª ~ªª ~ª
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/»·»̧·»Â¶ã¿î0»À#̧üº»¾»̧·»ä½¹»̧¹¶̧îÃó½î·Ã»¿¹̧Âº½·ã»¾̧¶â̧bðÁ-ÈÆÆ̧Ãîä@

äî¶¿̧î¿̧¹º»̧>º½·Ã½Â»Þ¹îÂ½ä¾̧ÁîÝî¾î¶¿̧½¿À̧bðÁ-çȩ̀Ãîääî¶¿̧î¿̧½ää̧¶¹º»·̧

ÀîÝî¾î¶¿¾#

0213



Ð�Ð bcdefghijkfclmjebblenjfomcfgjpqrs

ÆÈ#̧Á?µ?òò?Á̧üõ�̧õðð?üð̧õ%Á̧BùõcùBùüù?ð

ª ªª ªªË×ÌÕÓ×ÌªÎ×Ïªª ªª ªª ªª ªª ª

ª éÓêËéÍ7;ªªª ªªªÓÍ ËéªúË×ËëÕÍªªª ªª ªª£Í ËéªÎÌÌËÍÌ;ªª ªª ª

ª êÖÎ×Íªpªª ×̈ÍÎ×÷ÕúÖËªª ÓúÖÕ÷ÎÍÕÓ×Ìªª ªª §ÎûªÖÓÌÌªª êéÓ2ÕÌÕÓ×Ìªª ¤ÎÖ$ÎÍÕÓ×ªª ª

ª Ë8$ÕêÔË×Íªª ÎÌÌËÍÌªªÓëªÎÌÌÓøÕÎÍËÌªª ×̈2Ë×ÍÓéÕËÌªªøÎéé7ëÓéAÎéÏÌªª Î×ÏªÎøøé$ÎÖÌªª ÎÖÖÓAÎ×øËªª §ÓÍÎÖª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

«éÓÌÌªÏËëËééËÏªÍÎûªÎÌÌËÍÌªÎÍª:Î×$Îé7ª�;ªÐÑ�Òª �ÛÒªª ÒÑ�ªª Ðª��Ò¸ª ÐªÛ Ú¸ª Ð�Øªª ÐªÐØ ¸ª <ª��¸ª ÙªÙÐ ¸

«éÓÌÌªÏËëËééËÏªÍÎûªÖÕÎúÕÖÕÍÕËÌªÎÍª:Î×$Îé7ª�;ªÐÑ�Òª <ªÚØÑªª <ªØªÐÛÑ¸ª <ª¡ÐÚ¸ª <ª¡¡Ù¸ª <ª�Û¸ª <ªØ¡Ù¸ª ¸ª <ªÙªÛ¡Ú¸

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª:Î×$Îé7ª�;ªÐÑ�Òª <ªÙ Ù¸ª <ª¡ªÚØÚ¸ª �ªÛ ¡¸ª ÐªÐ¡Ð¸ª �ÚÚ¸ª �ªÙ��¸ª <ª��¸ª ÙÚ¸

ª ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸

¥Íª:Î×$Îé7ª�;ªÐÑ�Òª <ªÙ Ù¸ª <ª¡ªÚØÚ¸ª �ªÛ ¡¸ª ÐªÐ¡Ð¸ª �ÚÚ¸ª �ªÙ��¸ª <ª��¸ª ÙÚ¸

á·»Àî¹»À1́Âº½·ã»ÀȨ̂¹¶̧î¿Â¶Ã»̧ ßæ¸¸ ñæÈ¸¸ Ææ¸¸ ÈßÅ¸¸ å̧èæ¸¸ ÈÆ¸¸ å̧ñ¸¸ àÈà¸

á·»Àî¹»À̧¹¶̧»=Þî¹¼̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ÅÆÆ¸¸ ¸¸ ÅÆÆ¸

áº½·ã»À̧¹¶̧¶¹º»·̧Â¶Ãó·»º»¿¾îÝ»̧î¿Â¶Ã»̧ ¸¸ ¸¸ å̧æÅæ¸¸ ¸¸ ¸¸ å̧ÅÉ¸¸ ¸¸ å̧æææ¸

Ü¹º»·̧Ã¶Ý»Ã»¿¹¾̧ å̧Åæ¸¸ å̧Èß¸¸ Å¸¸ å̧ÈÅ¸¸ å̧È¸¸ Ææ¸¸ å̧ç¸¸ å̧çà¸

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª <ªÙÐÙ¸ª <ª¡ªØÐÛ¸ª �ªÑÛÙ¸ª ÐªØ�Ð¸ª �¡�¸ª ÐªÑÐÚ¸ª <ªÐÐ¸ª ¡Ù¡¸

B»¾¾̧À»â»··»À̧¹½ö̧½¾¾»¹¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ ¸¸ ¸¸ ¸¸ ¸¸ å̧Å¸¸ ¸¸ ¸¸ å̧Å¸

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òªª ¸ª ¸ª ¸ª ¸ª ¸ª ¸ª ¸ª ¸

AÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª <ªÙÐÙ¸ª <ª¡ªØÐÛ¸ª �ªÑÛÙ¸ª ÐªØ�Ð¸ª �Ò ¸ª ÐªÑÐÚ¸ª <ªÐÐ¸ª ¡Ù�¸

ª ¸ª ¸ª ¸ª ¸ª ¸ª ¸¸ ¸¸ ¸¸

«éÓÌÌªÏËëËééËÏªÍÎûªÎÌÌËÍÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òªª ªª ªª ªª ªª ªª ¸ª ªª ¸

AÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª �ØÚªª ÐÙÑªª �ªØ�Øªª ÒªÑÐÛªª �¡Ðªª ÐªÛØ�¸ª <ªÐÐªª ÙªÙ¡�¸

«éÓÌÌªÏËëËééËÏªÍÎûªÖÕÎúÕÖÕÍÕËÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª <ª  Ûªª <ª¡ªÙÚÛªª <ª¡¡ ªª <ªØ�¡ªª <ª¡ªª <ªÛÐÐ¸ª ªª <ªÙªÐÙÑ¸

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òªª ªª ªª ªª ªª ªª ªª ªª ¸

AÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª <ªÙÐÙªª <ª¡ªØÐÛªª �ªÑÛÙªª ÐªØ�Ðªª �Ò ªª ÐªÑÐÚªª <ªÐÐªª ¡Ù�¸

ª ¸ª ¸ª ¸ª ¸ª ¸ª ¸ª ¸ª ¸ª

¥ëÍËéªÓëëÌËÍÍÕ×÷ª¬©°ªÒÛÛªÔÕÖÖÕÓ×ªÓëªÏËëËééËÏªÍÎûªÎÌÌËÍÌªÎ×ÏªÖÕÎúÕÖÕÍÕËÌªAÕÍ Õ×ªÍ ËªÌÎÔËªÍÎûª9$éÕÌÏÕøÍÕÓ×ªÍ ËªúÎÖÎ×øËªÎÔÓ$×ÍÌªÍÓ�ª ªª ªª ªªª ªª ªª ªª ªª

°ËëËééËÏªÍÎûªÎÌÌËÍÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�ÒªAÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª ªª ªª ªª ªª ªª ªª ªª ÙªÒÙØª

°ËëËééËÏªÍÎûªÖÕÎúÕÖÕÍÕËÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª ªª ªª ªª ªª ªª ªª ªª <ªÛªÚÑ¡ª

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�ÒªAÕÍ Ó$ÍªÏÕÌêÓÌÎÖª÷éÓ$êª ªª ªª ªª ªª ªª ªª ªª ¡Ù�ª

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸
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á·»Àî¹»À̧¹¶̧»=Þî¹¼̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ñß¸¸ ¸¸ ñß¸

á·»Àî¹»À1́Âº½·ã»ÀȨ̂¹¶̧¶¹º»·̧Â¶Ãó·»º»¿¾îÝ»̧î¿Â¶Ã»Æ̧¸ ¸¸ ¸¸ ñèÅ¸¸ ¸¸ ¸¸ å̧ÆÆ¸¸ ¸¸ ññÈ¸

ùÃó½Â¹̧¶â̧ÄÞ¾î¿»¾¾̧Â¶ÃÄî¿½¹î¶¿¾̧ å̧Å¸¸ å̧ÅÈæ¸¸ Èß¸¸ å̧æ¸¸ è¸¸ çÆ¸¸ ¸¸ å̧ÈÅÉ¸

Ü¹º»·̧Ã¶Ý»Ã»¿¹¾̧ å̧ÆÉ¸¸ å̧ñæ¸¸ å̧Èß¸¸ å̧ÆÆ¸¸ å̧æ¸¸ Åæ¸¸ ÈÈ¸¸ å̧ññ¸

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª <ªÙ Ùªª <ª¡ªÚØÚªª �ªÛ ¡ªª ÐªÐ¡Ðªª �ÚÚªª �ªÙ��ªª <ª��ªª ÙÚª

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

«éÓÌÌªÏËëËééËÏªÍÎûªÎÌÌËÍÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª �ÛÒªª ÒÑ�ªª Ðª��Òªª ÐªÛ Úªª Ð�Øªª ÐªÐØ ªª <ª��ªª ÙªÙÐ ª

«éÓÌÌªÏËëËééËÏªÍÎûªÖÕÎúÕÖÕÍÕËÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª <ªÚØÑªª <ªØªÐÛÑªª <ª¡ÐÚªª <ª¡¡Ùªª <ª�Ûªª <ªØ¡Ùªª ªª <ªÙªÛ¡Úª

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª <ªÙ Ùªª <ª¡ªÚØÚªª �ªÛ ¡ªª ÐªÐ¡Ðªª �ÚÚªª �ªÙ��ªª <ª��ªª ÙÚª

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

¥ëÍËéªÓëëÌËÍÍÕ×÷ª¬©°ªÒÛÒªÔÕÖÖÕÓ×ªÓëªÏËëËééËÏªÍÎûªÎÌÌËÍÌªÎ×ÏªÖÕÎúÕÖÕÍÕËÌªAÕÍ Õ×ªÍ ËªÌÎÔËªÍÎûª9$éÕÌÏÕøÍÕÓ×ªÍ ËªúÎÖÎ×øËªÎÔÓ$×ÍÌªÍÓ�ª ªª ªª ªªª ªª ªª ªª ªª

°ËëËééËÏªÍÎûªÎÌÌËÍÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª ªª ªª ªª ªª ªª ªª ªª ÙªÒÛØª

°ËëËééËÏªÍÎûªÖÕÎúÕÖÕÍÕËÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª ªª ªª ªª ªª ªª ªª ªª <ªÙªÐ Ûª

¢ËÍªÏËëËééËÏªÍÎûªúÎÖÎ×øËªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Ðª ªª ªª ªª ªª ªª ªª ªª ÙÚª

ªª ª ª ª ª ª ª ª ª ª ª ª ª ª ª
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ª ª ª ª ª ª
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Á»â»··»À̧¹½ö̧½¾¾»¹¾̧¶â̧bðÁ-Å#Ȩ̀Äîääî¶¿̧ È́ÉÆÈḩbðÁ-Å#Å̧Äîääî¶¿Ȩ̂½¿À̧

À»â»··»À̧¹½ö̧äî½Äîäî¹î»¾̧¶â̧bðÁ-æ#ņ̃Äîääî¶¿̧ È́ÉÆÈḩbðÁ-æ#ß̧Äîääî¶¿Ȩ̂½·»̧
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¹/»äÝ»̧Ã¶¿¹º¾#

õ¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅÇ̧Þ¿·»Ãî¹¹»À̧»½·¿î¿ã¾̧¶â̧bðÁ-ñà̧Äîääî¶¿̧

È́ÉÆÈḩbðÁ-ñȩ̀Äîääî¶¿Ȩ̂º½Ý»̧Ä»»¿̧·»¹½î¿»À̧Ä¼̧Â¶¿¾¶äîÀ½¹»À̧»¿¹î¹î»¾̧

â¶·̧·»î¿Ý»¾¹Ã»¿¹#̧üº»·»â¶·»Ç̧¿¶̧ó·¶Ýî¾î¶¿̧î¾̧Ã½À»̧â¶·̧î¿Â¶Ã»̧¹½ö»¾̧

¹º½¹̧/¶ÞäÀ̧Ä»̧ó½¼½Ää»̧Þó¶¿̧¹º»̧Àî¾¹·îÄÞ¹î¶¿̧¶â̧¹º»¾»̧»½·¿î¿ã¾#̧ùâ̧¹º»¾»̧

»½·¿î¿ã¾̧/»·»̧·»Ãî¹¹»ÀÇ̧½¿̧î¿Â¶Ã»̧¹½ö̧Âº½·ã»̧Â¶ÞäÀ̧·»¾Þä¹̧Ä½¾»À̧¶¿̧

¹º»̧¹½ö̧¾¹½¹Þ¹»¾̧ÂÞ··»¿¹ä¼̧î¿̧»ââ»Â¹#

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ü»Ãó¶·½·¼̧Àîââ»·»¿Â»¾̧¶¿̧/ºîÂº̧¿¶̧À»â»··»À̧¸ ¸¸ ¸

¹½ö̧º½¾̧Ä»»¿̧ó·¶ÝîÀ»À̧½¾̧¹º»¼̧½·»̧ó»·Ã½¿»¿¹̧î¿̧¸ ¸¸ ¸

¿½¹Þ·»̧·»ä½¹»À̧¹¶ḩ ¸¸ ¸

---å̧ù¿Ý»¾¹Ã»¿¹¾̧î¿̧¾ÞÄ¾îÀî½·î»¾̧ æ̧àÆà¸¸ ȩ̀ççç¸

---å̧ô¶¶À/îää̧â·¶Ã ½̧Â=Þî¾î¹î¶¿¾̧ å̧ÅȨ́Èçß¸¸ å̧Èæ̧Éßç¸

üº»̧ã·¶¾¾̧Ý½äÞ»̧¶â̧¹½ö@ä¶¾¾̧Â½··¼@â¶·/½·À¾̧¹º½¹̧º½Ý»Ç̧¶·̧º½Ý»̧¿¶¹Ç̧Ä»»¿̧
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â¶ää¶/¾h

ª ¢ÓÍªøÎêÕÍÎÖÕlËÏªª ®ÎêÕÍÎÖÕlËÏªª ÐÑ�ÒªÍÓÍÎÖª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

Ü¿»̧¼»½·̧ Æçè¸¸ ÈÆ¸¸ Æßæ¸

ü/¶̧¼»½·¾̧ èÉ¸¸ Ææ¸¸ ææ¸
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A reversal of valuation allowance could occur when circumstances

make the realization of deferred taxes probable. This would result in
a decrease in the Group's effective tax rate.

Deferred tax assets of USD 3.2 billion (2012: USD 3.3 billion) and
deferred tax liabilities of USD 6.4 billion (2012: USD 6.9 billion) are
expected to have an impact on current taxes payable after more than
twelve months.

At December 31, 2013, unremitted earnings of USD 48 billion
(2012: USD 45 billion) have been retained by consolidated entities
for reinvestment. Therefore, no provision is made for income taxes
that would be payable upon the distribution ofthese earnings. lfthese
earnings were remitted, an income tax charge could result based on
the tax statutes currently in effect.

 

The gross value of tax-loss carry-forwards that have, or have not, been
capitalized as deferred tax assets, with their expiry dates is as
follows:

 

  
 

U59 ,,.,.’.,'.’,T."; In 2013, USD 181 million (2012: USD 75 million) of tax-loss carry-for-
Temporary differences on which no deferred Wa|'d$ eXPI|'ed-
tax has been provided as they are permanent in _ _ _ _

"We "*'a*°" *°f _ _ _ "°JsTS”.'.?§iIE§?.§ u§B".'.T§il':§.?.i us§°.1.3..‘:‘.',‘.i'l
28

_ qulsmons 6 09 Two years 175 23 198
Three years 76 61 137
Four years 78 26 104
Five years 116 32 148
More than five years 268 1 010 1 278
Total 891 1 180 2 071

Deferred tax assets related to taxable losses of relevant Group enti-
ties are recognized to the extent it is considered probable that future
taxable profits will be available against which such losses can be
utilized in the foreseeable future.

13. FINANCIAL AND OTHER NON-CURRENT ASSETS

FINANCIAL ASSETS OTHER NON-CURRENT ASSETS

2012 2012
USD millions USD millions

Available-for-sale long-term financial investments Deferred compensation plans 315
Long-term loans and receivables, advances and Prepaid post-employment benefit plans 55
se°“"itY d°P°sits Other non-current assets 135
T°t3' fi"3"°i3' assets 1 117 Total other non-current assets 505 

 
Less financial assets of disposal group held for sale
Total financial assets excluding disposal group

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

 

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

ô·¶¾¾̧¹·½À»̧·»Â»îÝ½Ää»¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆ̧ æÅæ¸¸ çÆÈ¸

>½¾¹̧ÀÞ»̧â¶·̧Ã¶·»̧¹º½¿̧¶¿»̧¼»½·̧½¹̧Á»Â»ÃÄ»·̧ÅÆ̧ èè¸¸ æà¸

>·¶Ýî¾î¶¿̧½¹̧Á»Â»ÃÄ»·̧ÅÆ̧ ñÅ¸¸ ñÆ¸

©¥̈¢

ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

ô·¶¾¾̧¹·½À»̧·»Â»îÝ½Ää»¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆ̧ èæÅ¸¸ ñÅè¸

>½¾¹̧ÀÞ»̧â¶·̧Ã¶·»̧¹º½¿̧¶¿»̧¼»½·̧½¹̧Á»Â»ÃÄ»·̧ÅÆ̧ ÆÆÆ¸¸ æ¸

>·¶Ýî¾î¶¿̧½¹̧Á»Â»ÃÄ»·̧ÅÆ̧ ÈÈ¸¸ è¸

üº»̧ô¶Ý»·¿Ã»¿¹̧¶â̧ðó½î¿̧º½¾̧»¾¹½Ääî¾º»À̧½̧óä½¿Ç̧í¿¶/¿̧½¾̧ùáÜ̧ÈÇ̧¹¶̧

º»äó̧·»ó½¼̧À»Ä¹¾̧¶/»À̧Ä¼̧ä¶Â½ä̧ðó½¿î¾º̧ã¶Ý»·¿Ã»¿¹½ä̧½Þ¹º¶·î¹î»¾#̧õ̧

¾îã¿îâîÂ½¿¹̧ó¶·¹î¶¿̧¶â̧¹º»̧½Ã¶Þ¿¹¾̧ÀÞ»̧¹¶̧%¶Ý½·¹î¾̧â·¶Ã ð̧ó½î¿̧¹º½¹̧

½·»̧ó½¾¹̧ÀÞ»̧â¶·̧Ã¶·»̧¹º½¿̧¶¿»̧¼»½·̧º½Ý»̧Ä»»¿̧½ÂÂ»ó¹»À̧î¿¹¶̧¹ºî¾̧

óä½¿#̧ù¹̧î¾̧î¿¹»¿À»À̧¹º½¹̧ó½¼Ã»¿¹¾̧/îää̧Ä»̧Ã½À»̧â·¶Ã¹̧ºî¾̧óä½¿̧î¿̧ÈÉÆñ#

%¶Ý½·¹î¾̧À¶»¾̧¿¶¹̧»öó»Â¹̧¹¶̧/·î¹»̧¶ââ̧¹·½À»̧·»Â»îÝ½Ää»̧½Ã¶Þ¿¹¾̧

¹º½¹̧½·»̧¿¶¹̧ó½¾¹̧ÀÞ»̧¿¶·̧Þ¿ó·¶ÝîÀ»À̧â¶·#

ü·½À»̧·»Â»îÝ½Ää»¾̧î¿ÂäÞÀ»̧½Ã¶Þ¿¹¾̧À»¿¶Ãî¿½¹»À̧î¿̧¹º»̧â¶ää¶/î¿ã̧

Ã½.¶·̧ÂÞ··»¿Âî»¾h

ª ÐÑ�Òªª ÐÑ�Ðª

®$ééË×ø7ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ájµ̧ ÈÅè¸¸ ÅÉç¸

?bò̧ Ȩ̀ñÉÆ¸¸ Ȩ̀ñàÈ¸

ôc>̧ ÈÈÅ¸¸ ÆÅæ¸

a>|̧ Æ̧ñæñ¸¸ Æ̧çæè¸

bðÁ̧ Ȩ̀ßçç¸¸ Ȩ̀æèÉ¸

Ü¹º»·̧ Ȩ̀çèæ¸¸ Ȩ̀çÆÆ¸

§ÓÍÎÖªÍéÎÏËªéËøËÕ2ÎúÖËÌ;ª×ËÍª �ÑªÑØÛ¸ª �ÑªÑØ�¸

B»¾¾̧½¾¾»¹¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ å̧Æèñ¸¸ ¸

§ÓÍÎÖªÍéÎÏËªéËøËÕ2ÎúÖËÌªËûøÖ$ÏÕ×÷ªª ªª ª

ÏÕÌêÓÌÎÖª÷éÓ$ê;ª×ËÍª ÚªÚÑÐªª �ÑªÑØ�ª
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Trade receivable balances include sales to drug wholesalers, retail-
ers, private health systems, government agencies, managed care pro-
viders, pharmacy benefit managers and government-supported
healthcare systems. Novartis continues to monitor sovereign debt
issues and economic conditions in Greece, Italy, Portugal, Spain (GIPS)
and other countries and evaluates trade receivables in these coun-

tries for potential collection risks. Substantially all of the trade receiv-
ables from such countries are due directly from local governments
or from government-funded entities. Deteriorating credit and eco-
nomic conditions and other factors in these countries have resulted

in, and may continue to result in an increase in the average length of
time that it takes to collect these trade receivables and may require
Novartis to re-evaluate the collectability of these trade receivables in
future periods.

With regard to the GIPS countries, the countries with the largest
outstanding trade receivables exposure are Italy and Spain. Substan-
tially all of the outstanding trade receivables from these countries are
due directly from local governments orfrom government-funded enti-
ties. Asummary ofthe outstanding trade receivables from these coun-
tries and related provisions at December 31, 2013 and 2012 is as
follows:

ITALY

  

 

2012
USD millions

Gross trade receivables at December 31

Past due for more than one year at December 31
Provision at December 31

SPAIN

2012
USD millions

Gross trade receivables at December 31 435

Past due for more than one year at December 31 6
Provision at December 31 5 

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

The Government of Spain has established a plan, known as ICO 2, to
help repay debts owed by local Spanish governmental authorities. A
significant portion of the amounts due to Novartis from Spain that
are past due for more than one year have been accepted into this
plan. It is intended that payments will be made from this plan in 2014.

Novartis does not expect to write off trade receivable amounts
that are not past due nor unprovided for.

Trade receivables include amounts denominated in the following
major currencies:

2012
currency USD millions
CHF 307
EUR 2 482
GBP 136
JPY 1 765
USD 2 650
Other 2 711

Total trade receivables, net 10 051
Less assets of disposal group held for sale
Total trade receivables excluding
disposal group, net 10 051

 

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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§̈¤±ª²̈¢¥¢®̈¥̄ ª̈¢©§¦¬³±¢§©

ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

Á»Ä¹̧¾»ÂÞ·î¹î»¾̧ ÅÈÅ¸¸ Æ̧Éàñ¸

?=Þî¹¼̧¾»ÂÞ·î¹î»¾̧ ñç¸¸ æà¸

µÞ¿À̧î¿Ý»¾¹Ã»¿¹¾̧ ÆÆ¸¸ ÈÅ¸

§ÓÍÎÖªÎ2ÎÕÖÎúÖË6ëÓé6ÌÎÖËªÔÎé�ËÍÎúÖËªÌËø$éÕÍÕËÌª Ò �¸ª �ª�ÙØ¸

á¶ÃÃ¶Àî¹î»¾̧ ßç¸¸ ¸

üîÃ»̧À»ó¶¾î¹¾̧/î¹º̧¶·îãî¿½ä̧Ã½¹Þ·î¹¼̧¸ ¸¸ ¸

Ã¶·»̧¹º½¿̧ßȨ́À½¼¾̧ Æ̧ßÅÆ¸¸ Æ̧ÈñÉ¸

Á»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ ÆÈÆ¸¸ ÆñÉ¸

õÂÂ·Þ»À̧î¿¹»·»¾¹̧¶¿̧À»Ä¹̧¾»ÂÞ·î¹î»¾̧̧ ¸¸ ¸

½¿À̧¹îÃ»̧À»ó¶¾î¹¾̧ è¸¸ ÆÈ¸

§ÓÍÎÖªÔÎé�ËÍÎúÖËªÌËø$éÕÍÕËÌ;ªøÓÔÔÓÏÕÍÕËÌ;ªª ¸ª ¸

ÍÕÔËªÏËêÓÌÕÍÌªÎ×ÏªÏËéÕ2ÎÍÕ2ËªëÕ×Î×øÕÎÖªÕ×ÌÍé$ÔË×ÍÌª ÐªØÒØ¸ª ÐªØÛÙ¸

õ¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧½ää̧À»Ä¹̧¾»ÂÞ·î¹î»¾̧½·»̧À»¿¶Ãî¿½¹»À̧î¿̧bðÁ̧

»öÂ»ó¹̧â¶·̧bðÁ-Æ̧Ãîääî¶¿̧î¿̧ájµ̧́ÈÉÆÈḩbðÁ-æñȩ̀Ãîääî¶¿Ȩ̂½¿À̧bðÁ-Èæ̧

Ãîääî¶¿̧î¿̧?bò̧ È́ÉÆÈḩbðÁ-Èæ̧Ãîääî¶¿ÊÇ̧·»¾ó»Â¹îÝ»ä¼#

®¥©+ª¥¢°ª®¥©+ª±4¬̈¤¥̄ ±¢§©

ª ÐÑ�Ò¸ª ÐÑ�Ð
ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì

áÞ··»¿¹̧½ÂÂ¶Þ¿¹¾̧ Å̧ßßè¸¸ Ȩ̀ÅÈÅ

üîÃ»̧À»ó¶¾î¹¾̧½¿À̧¾º¶·¹@¹»·Ã î̧¿Ý»¾¹Ã»¿¹¾Æ¸̧ ¸¸

/î¹º̧¶·îãî¿½ä̧Ã½¹Þ·î¹¼̧ä»¾¾̧¹º½¿̧ßȨ́À½¼¾̧ Ȩ̀æßÈ¸¸ Å̧ÈÈß

§ÓÍÎÖªøÎÌ ªÎ×ÏªøÎÌ ªË8$Õ2ÎÖË×ÍÌª ÛªÛ Ù¸ª ØªØØÐ

ÆȨ̀ÉÆȨ̀Â¶¿¹½î¿¾̧bðÁ̧çß̧Ãîääî¶¿̧/ºîÂº̧Â¶Ý»·¾̧½̧ãÞ½·½¿¹»»̧½¿À̧¾¶̧î¹̧/½¾̧·»¾¹·îÂ¹»À̧î¿̧Þ¾»#

Æç#̧Üüj?ò̧ábòò?%ü̧õðð?üð

ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

iõü̧·»Â»îÝ½Ää»̧ Æ̧ÈÈÅ¸¸ Æ̧ÈèÉ¸

oî¹ºº¶äÀî¿ã̧¹½ö̧·»Â¶Ý»·½Ää»̧ ÆÉç¸¸ Ææç¸

ù¿Â¶Ã»̧¹½ö̧·»Â»îÝ½Ää»¾̧ Èæè¸¸ ¸

ò»îÃÄÞ·¾»Ã»¿¹¾̧â·¶Ã î̧¿¾Þ·»·¾̧ Æñè¸¸ èÉ¸

>·»ó½îÀ̧»öó»¿¾»¾̧ ¸¸ ¸

---å̧üºî·À̧ó½·¹î»¾̧ æçÆ¸¸ æÉÈ¸

---å̧õ¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾̧ Å¸¸ æ¸

Ü¹º»·̧·»Â»îÝ½Ää»¾̧ ¸¸ ¸

---å̧üºî·À̧ó½·¹î»¾̧ ßçà¸¸ Æ̧ÉÉç¸

---å̧õ¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾̧ è¸¸ à¸

§ÓÍÎÖªÓÍ Ëéªø$ééË×ÍªÎÌÌËÍÌª ÒªÒÚÙ¸ª ÒªÑÚÑ¸

B»¾¾̧½¾¾»¹¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ å̧è¸¸ ¸

§ÓÍÎÖªÓÍ Ëéªø$ééË×ÍªÎÌÌËÍÌªËûøÖ$ÏÕ×÷ªÏÕÌêÓÌÎÖª÷éÓ$êª ÒªÒÚÐ¸ª ÒªÑÚÑ¸
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Æà#̧Á?üõùBð̧Üµ̧ðjõò?ð̧õ%Á̧ðjõò?̧áõ>ùüõB̧ìÜi?ì?%üð

ª ¢$ÔúËéªÓëªÌ ÎéËÌª�

ª ªª ³Ó2ËÔË×Íªª ªª ³Ó2ËÔË×Íªª ª

ª °ËøªÒ�;ªÐÑ��ªª Õ×ª7ËÎéªª °ËøªÒ�;ªÐÑ�Ðªª Õ×ª7ËÎéªª °ËøªÒ�;ªÐÑ�Òª

ü¶¹½ä̧%¶Ý½·¹î¾̧¾º½·»¾̧ Ȩ̀çñȩ̀æÈÅ̧ÉÉÉ¸¸ å̧Åß̧ñÅȨ́ÉÉÉ¸¸ Ȩ̀çÉæ̧ÆßÅ̧ÉÉÉ¸¸ ¸¸ Ȩ̀çÉæ̧ÆßÅ̧ÉÉÉ¸
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¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸ª ¬©°ªÔÕÖÖÕÓ×Ìªª ¬©°ªÔÕÖÖÕÓ×Ìªª ¬©°ªÔÕÖÖÕÓ×Ìªª ¬©°ªÔÕÖÖÕÓ×Ìªª ¬©°ªÔÕÖÖÕÓ×Ìª

ðº½·»̧Â½óî¹½ä̧ Æ̧ÉÆæ¸¸ å̧Æè¸¸ Æ̧ÉÉÆ¸¸ ¸¸ Æ̧ÉÉÆ¸

ü·»½¾Þ·¼̧¾º½·»¾̧ å̧ÆÈÆ¸¸ Èß¸¸ å̧ßÈ¸¸ Å¸¸ å̧àß¸

£$ÍÌÍÎ×ÏÕ×÷ªÌ ÎéËªøÎêÕÍÎÖª  ÚØªª �¡ªª ÚÑÚªª Òªª Ú�Ðª

Æõ̧ää̧¾º½·»¾̧½·»̧·»ãî¾¹»·»ÀÇ̧½Þ¹º¶·î0»ÀÇ̧î¾¾Þ»À̧½¿À̧âÞää¼̧ó½îÀ#̧õää̧½·»̧Ý¶¹î¿ã̧¾º½·»¾̧½¿ÀÇ̧»öÂ»ó¹̧â¶·̧ÆÆȩ̀æÆȨ̀ÉçÅ̧¹·»½¾Þ·¼̧¾º½·»¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧ È́ÉÆÈḩßß̧àèß̧çèÉÊÇ̧½·»̧ÀîÝîÀ»¿À̧Ä»½·î¿ã#

ù¿̧ÈÉÆÅÇ̧¶Þ¹¾¹½¿Àî¿ã̧¾º½·»¾̧º½Ý»̧î¿Â·»½¾»À̧Ä¼̧è#ȩ̀Ãîääî¶¿̧¾º½·»¾̧

È́ÉÆÈḩÆÅ#ß̧Ãîääî¶¿̧¾º½·»¾Ê#̧

üº»̧¿»¹̧î¿Â·»½¾»̧Â¶¿¾î¾¹¾̧¶â̧ÆÆ#ȩ̀Ãîääî¶¿̧¹·»½¾Þ·¼̧¾º½·»¾Ç̧/ºîÂº̧

/»·»̧¹·½¿¾â»··»À̧¹¶̧½¾¾¶Âî½¹»¾̧½¾̧ó½·¹̧¶â̧»=Þî¹¼̧Ä½¾»À̧Â¶Ãó»¿¾½¹î¶¿̧

È́ÉÆÈḩÆÉ#æ̧Ãîääî¶¿̧¾º½·»¾Ȩ̂½¿À̧¹º»̧À»äîÝ»·¼̧¶â̧Åñ#Å̧Ãîääî¶¿̧¹·»½¾Þ·¼̧

¾º½·»¾Ç̧Ã½î¿ä¼̧ÀÞ»̧¹¶̧¶ó¹î¶¿¾̧Ä»î¿ã̧»ö»·Âî¾»À̧ È́ÉÆÈḩÆÈ#Ȩ́Ãîääî¶¿̧

¾º½·»¾Ê#

µÞ·¹º»·Ã¶·»Ç̧¶¿̧%¶Ý»ÃÄ»·̧ÈÈÇ̧ÈÉÆÅÇ̧%¶Ý½·¹î¾̧½¿¿¶Þ¿Â»À̧½̧¾º½·»̧

ÄÞ¼@Ä½Âí̧¶¿̧¹º»̧¾»Â¶¿À̧¹·½Àî¿ã̧äî¿»̧Þó̧¹¶̧½¿̧½Ã¶Þ¿¹̧¶â̧bðÁ-è#Ȩ́Äîä@

äî¶¿̧¾ó·»½À̧¶Ý»·̧¹/¶̧¼»½·¾#̧üº»̧¾º½·»̧ÄÞ¼@Ä½Âí̧î¾̧Ä½¾»À̧¶¿̧¹º»̧À»Âî@

¾î¶¿̧Ã½À»̧½¹̧¹º»̧ÈÉÉà̧õ¿¿Þ½ä̧ô»¿»·½ä̧ì»»¹î¿ã̧â¶·̧½̧¾º½·»̧ÄÞ¼@Ä½Âí̧

ó·¶ã·½Ã ¶̧â̧Þó̧¹¶̧ájµ-ÆÉ#Ȩ́Äîääî¶¿Ç̧¶â̧/ºîÂº̧ájµ-ç#ȩ̀Äîääî¶¿̧î¾̧¾¹îää̧

½̧Ý½îä½Ää»#̧õ¾̧¶â̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅÇ̧È#Ȩ̀Ãîääî¶¿̧¾º½·»¾̧º½Ý»̧Ä»»¿̧

ó̧Þ·Âº½¾»À̧Þ¿À»·̧¹ºî¾̧ÄÞ¼@Ä½Âí̧́ÈÉÆÈḩ¿îäÊ#̧õÀÀî¹î¶¿½ää¼Ç̧ÅÅ#Å̧Ãîääî¶¿̧

¾º½·»¾̧/»·»̧óÞ·Âº½¾»À̧¶¿̧¹º»̧âî·¾¹̧¹·½Àî¿ã̧äî¿»̧ È́ÉÆÈḩñ#æ̧Ãîääî¶¿̧

¾º½·»¾Ȩ̂½¿À̧ñ#à̧Ãîääî¶¿̧¾º½·»¾̧/»·»̧½Â=Þî·»À̧â·¶Ã½̧¾¾¶Âî½¹»¾̧́ÈÉÆÈḩ

ñ#Ȩ́Ãîääî¶¿̧¾º½·»¾Ê#

ù¿̧ÈÉÆÈÇ̧¹º»̧Åß#ņ̃Ãîääî¶¿̧¾º½·»¾̧â·¶Ã ¹̧º»̧ä½¾¹̧ÄÞ¼@Ä½Âí̧/»·»̧

Â̧½¿Â»ää»À#̧ðº½·»¾̧½Â=Þî·»À̧Þ¿À»·̧¹º»̧¿»/̧¾º½·»̧ÄÞ¼@Ä½Âí̧½·»̧½ä¾¶̧

¾ÞÄ.»Â¹̧¹¶̧Â½¿Â»ää½¹î¶¿#

üº»·»̧½·»̧¶Þ¹¾¹½¿Àî¿ã̧/·î¹¹»¿̧Â½ää̧¶ó¹î¶¿¾̧¶¿̧%¶Ý½·¹î¾̧¾º½·»¾̧¶â̧

Åà̧Ãîääî¶¿̧¶·îãî¿½ää¼̧î¾¾Þ»À̧½¾̧ó½·¹̧¶â̧¹º»̧¾º½·»@Ä½¾»À̧Â¶Ãó»¿¾½¹î¶¿̧

¶â̧½¾¾¶Âî½¹»¾#̧üº»̧Ã½·í»¹̧Ã½í»·̧º½¾̧½Â=Þî·»À̧¹º»¾»̧¶ó¹î¶¿¾̧ÄÞ¹̧¹º»¼̧

º½Ý»̧¿¶¹̧¼»¹̧Ä»»¿̧»ö»·Âî¾»À#̧üº»̧/»îãº¹»À̧½Ý»·½ã»̧»ö»·Âî¾»̧ó·îÂ»̧¶â̧

¹º»¾»̧¶ó¹î¶¿¾̧î¾̧bðÁ-èñ#çà̧½¿À̧¹º»¼̧º½Ý»̧Â¶¿¹·½Â¹Þ½ä̧äîÝ»¾̧¶â̧Þó̧¹¶̧

ÆȨ́¼»½·¾#
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18. DETAILS OF SHARES AND SHARE CAPITAL MOVEMENTS

Number of shares‘

  
Movement

Dec 31, 2011 in year Dec 31, 2012
Total Novartis shares 2 745 623 000 — 39 430 000 2 706 193 000

Total treasury shares — 338 929 143 53 356 317 — 285 572 826
Total outstanding shares 2 406 693 857 13 926 317 2 420 620 174

USD millions USD millions USD millions

Share capital 1 016 — 15 1 001
Treasury shares -121 29 -92
Outstanding share capital 895 14 909

‘All shares are registered, authorized, issued and fully paid. All are voting shares and, except for 115 612 073 treasury shares at December 31, 2013 (2012: 99 859 750), are dividend bearing.

In 2013, outstanding shares have increased by 5.5 million shares
(2012: 13.9 million shares).

The net increase consists of 11.5 million treasury shares, which
were transferred to associates as part of equity based compensation
(2012: 10.6 million shares) and the delivery of 34.3 million treasury
shares, mainly due to options being exercised (2012: 12.0 million
shares).

Furthermore, on November 22, 2013, Novartis announced a share

buy-back on the second trading line up to an amount of USD 5.0 bil-
lion spread over two years. The share buy-back is based on the deci-
sion made at the 2008 Annual General Meeting for a share buy-back
program of up to CHF 10.0 billion, of which CHF 7.5 billion is still
available. As of December 31, 2013, 2.2 million shares have been

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

purchased under this buy-back (2012: nil). Additionally, 33.3 million
shares were purchased on the first trading line (2012: 4.6 million
shares) and 4.8 million shares were acquired from associates (2012:
4.0 million shares).

In 2012, the 39.4 million shares from the last buy-back were
cancelled. Shares acquired under the new share buy-back are also
subject to cancellation.

There are outstanding written call options on Novartis shares of
38 million originally issued as part of the share-based compensation
of associates. The market maker has acquired these options but they
have not yet been exercised. The weighted average exercise price of
these options is USD 54.78 and they have contractual lives of up to
10 years.
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Ð�  bcdefghijkfclmjebblenjfomcfgjpqrs

Æß#̧%Ü%@ábòò?%ü̧µù%õ%áùõB̧Á?cüð

ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

ð¹·½îãº¹̧Ä¶¿À¾̧ ÆȨ̀ßÉß¸¸ Æņ̃çàÅ¸

Bî½Äîäî¹î»¾̧¹¶̧Ä½¿í¾̧½¿À̧¶¹º»·̧âî¿½¿Âî½ä̧î¿¾¹î¹Þ¹î¶¿¾Æ̧¸ ßÆß¸¸ Æ̧ÉÉñ¸

µî¿½¿Â»̧ä»½¾»̧¶Ääîã½¹î¶¿¾̧ ñ¸¸ Å¸

§ÓÍÎÖª!Õ×øÖ$ÏÕ×÷ªø$ééË×ÍªêÓéÍÕÓ×ªÓëª×Ó×6ø$ééË×Íªª ¸ª ¸

ëÕ×Î×øÕÎÖªÏËúÍ"ª �Òª ÒÐ¸ª �ØªÙÚÑ¸

B»¾¾̧ÂÞ··»¿¹̧ó¶·¹î¶¿̧¶â̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹̧ å̧Ȩ̀èßÉ¸¸ å̧Ȩ̀ÉÉß¸

§ÓÍÎÖª×Ó×6ø$ééË×ÍªëÕ×Î×øÕÎÖªÏËúÍÌª ��ªÐ¡Ð¸ª �ÒªÙ �¸

¸ ¸¸ ¸

©ÍéÎÕ÷ ÍªúÓ×ÏÌª ¸ª ¸

---Å#æÈèe á̧jµ̧àÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÉà1ÈÉÆȩ̀¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧õôÇ̧c½¾»äÇ̧ð/î¹0»·ä½¿ÀÇ̧ ¸¸ ¸

---î¾¾Þ»À̧½¹̧ÆÉÉ#Åèe¸ àßæ¸¸ àæß¸

---è#ÆÈèe b̧ðÁ̧Å̧ÉÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÉß1ÈÉÆß̧ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧ð»ÂÞ·î¹î»¾̧ù¿Ý»¾¹Ã»¿¹̧B¹À#Ç̧ ¸¸ ¸

---j½Ãîä¹¶¿Ç̧c»·ÃÞÀ½Ç̧î¾¾Þ»À̧½¹̧ßß#àÈÈe¸ Ȩ̀ßàß¸¸ Ȩ̀ßàà¸

---ñ#ÆÈèe b̧ðÁ̧Ȩ̀ÉÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÉß1ÈÉÆņ̃ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧ ¸¸ ¸

---%»/̧|¶·íÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧î¾¾Þ»À̧½¹̧ßß#àßçe¸ Ȩ̀ÉÉÉ¸¸ Æ̧ßßà¸

---ñ#Èèe ?̧bò̧Æ̧èÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÉß1ÈÉÆæ̧¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧µî¿½¿Â»̧ð#õ#Ç̧̧ ¸¸ ¸

---BÞö»ÃÄ¶Þ·ãÇ̧BÞö»ÃÄ¶Þ·ãÇ̧î¾¾Þ»À̧½¹̧ßß#çèçe¸ Ȩ̀Éæñ¸¸ Æ̧ßçñ¸

---Æ#ße b̧ðÁ̧Ȩ̀ÉÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÆÉ1ÈÉÆÅ̧¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧̧ ¸¸ ¸

---%»/̧|¶·íÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧î¾¾Þ»À̧½¹̧ßß#àæçe¸ ¸¸ Æ̧ßßß¸

---È#ße b̧ðÁ̧Ȩ̀ÉÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÆÉ1ÈÉÆȩ̀¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧̧ ¸¸ ¸

---%»/̧|¶·íÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧î¾¾Þ»À̧½¹̧ßß#èÈÈe¸ Æ̧ßßæ¸¸ Æ̧ßßÅ¸

---ñ#ñe b̧ðÁ̧Æ̧ÉÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÆÉ1ÈÉÈȨ́¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧̧ ¸¸ ¸

---%»/̧|¶·íÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧î¾¾Þ»À̧½¹̧ßß#ÈÅçe¸ ßßÈ¸¸ ßßÆ¸

---È#ñe b̧ðÁ̧Æ̧èÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÆÈ1ÈÉÈȨ̀¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧̧ ¸¸ ¸

---%»/̧|¶·íÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧î¾¾Þ»À̧½¹̧ßß#ÈÈèe¸ Æ̧ñàñ¸¸ Æ̧ñàÅ¸

---Å#çe b̧ðÁ̧èÉȨ́Ãîääî¶¿̧Ä¶¿À̧ÈÉÆÈ1ÈÉñȨ̀¸ ¸¸ ¸

---¶â̧%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧̧ ¸¸ ¸

---%»/̧|¶·íÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧î¾¾Þ»À̧½¹̧ßà#ÅÈèe¸ ñàà¸¸ ñàà¸

§ÓÍÎÖªÌÍéÎÕ÷ ÍªúÓ×ÏÌª �ÐªÚÑÚ¸ª �¡ªÙ Ò¸

Æõ̧Ý»·½ã»̧î¿¹»·»¾¹̧·½¹»̧É#àe¸́ÈÉÆÈḩÉ#àeÊ

ª ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

c·»½íÀ¶/¿̧Ä¼̧Ã½¹Þ·î¹¼̧ ÈÉÆÅ̧ ¸¸ Ȩ̀ÉÉß¸

¸ ÈÉÆņ̃ Ȩ̀èßÉ¸¸ Ȩ̀çÆÅ¸

¸ ÈÉÆȩ̀ Å̧Éßà¸¸ Å̧ÆÆÉ¸

¸ ÈÉÆæ̧ Ȩ̀Éàè¸¸ Æ̧ßàç¸

¸ ÈÉÆç̧ ß¸¸ Æß¸

¸ ÈÉÆà̧ ß¸¸ Æ¸

¸ õâ¹»·̧ÈÉÆà̧ æ̧ÉñÆ¸¸ ȩ̀ßèÆ¸

§ÓÍÎÖª ª �Òª ÒÐ¸ª �ØªÙÚÑ¸

ª ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

c·»½íÀ¶/¿̧Ä¼̧ÂÞ··»¿Â¼̧ bðÁ̧ ß̧ßèÅ¸¸ ÆÆ̧ßñÅ¸

¸ ?bò̧ Ȩ̀ÆñÆ¸¸ Ȩ̀ÉñÅ¸

¸ a>|̧ çæÈ¸¸ ßÈß¸

¸ ájµ̧ àßæ¸¸ àæß¸

¸ Ü¹º»·¾̧ àÉ¸¸ æ¸

§ÓÍÎÖª ª �Òª ÒÐ¸ª �ØªÙÚÑ¸

ª ÐÑ�Òªª ÐÑ�Òªª ÐÑ�Ðªª ÐÑ�Ðª

ª �ÎÖÎ×øËªÌ ËËÍªª ²ÎÕéª2ÎÖ$ËÌªª�ÎÖÎ×øËªÌ ËËÍªª ²ÎÕéª2ÎÖ$ËÌª

²ÎÕéª2ÎÖ$ËªøÓÔêÎéÕÌÓ×ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ð¹·½îãº¹̧Ä¶¿À¾̧ ÆȨ̀ßÉß¸¸ ÆÅ̧èñç¸¸ Æņ̃çàÅ¸¸ Ææ̧ÆÅÉ¸

Ü¹º»·¾̧ ßÈÅ¸¸ ßÈÅ¸¸ Æ̧ÉÉç¸¸ Æ̧ÉÉç¸

§ÓÍÎÖª �Òª ÒÐªª �¡ª¡ÙÑªª �ØªÙÚÑªª �Ùª�ÒÙª

üº»̧â½î·̧Ý½äÞ»¾̧¶â̧¾¹·½îãº¹̧Ä¶¿À¾̧½·»̧À»¹»·Ãî¿»À̧Ä¼̧=Þ¶¹»À̧Ã½·í»¹̧

ó·îÂ»¾#̧Ü¹º»·̧âî¿½¿Âî½ä̧À»Ä¹¾̧½·»̧·»Â¶·À»À̧½¹̧¿¶¹î¶¿½ä̧½Ã¶Þ¿¹¾̧/ºîÂº̧

½·»̧½̧·»½¾¶¿½Ää»̧½óó·¶öîÃ½¹î¶¿̧¶â̧¹º»̧â½î·̧Ý½äÞ»¾#

®ÓÖÖÎÍËéÎÖÕlËÏª×Ó×6ø$ééË×ÍªëÕ×Î×øÕÎÖªÏËúÍªª ÐÑ�Òªª ÐÑ�Ðª

Î×ÏªêÖËÏ÷ËÏªÎÌÌËÍÌª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ü¶¹½ä̧½Ã¶Þ¿¹̧¶â̧Â¶ää½¹»·½äî0»À̧¿¶¿@ÂÞ··»¿¹̧̧ ¸¸ ¸

âî¿½¿Âî½ä̧À»Ä¹¾̧ ç¸¸ ÆÈ¸

ü¶¹½ä̧¿»¹̧Ä¶¶í̧Ý½äÞ»̧¶â̧ó·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧̧ ¸¸ ¸

óä»Àã»À̧½¾̧Â¶ää½¹»·½ä̧â¶·̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹¾̧ ÆÅß¸¸ ÆÅæ¸

üº»̧ô·¶Þód¾̧Â¶ää½¹»·½äî0»À̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹̧Â¶¿¾î¾¹¾̧¶â̧ä¶½¿̧

â½Âîäî¹î»¾̧½¹̧Þ¾Þ½ä̧Ã½·í»¹̧Â¶¿Àî¹î¶¿¾#

üº»̧ó»·Â»¿¹½ã»̧¶â̧âîö»À̧·½¹»̧âî¿½¿Âî½ä̧À»Ä¹̧¹¶̧¹¶¹½ä̧âî¿½¿Âî½ä̧À»Ä¹̧

/½¾̧ççe ½̧¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅÇ̧½¿À̧àÉe ½̧¹̧¹º»̧»¿À̧¶â̧ÈÉÆÈ#

µî¿½¿Âî½ä̧À»Ä¹¾Ç̧î¿ÂäÞÀî¿ã̧ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹¾Ç̧Â¶¿¹½î¿̧¶¿ä¼̧

ã»¿»·½ä̧À»â½Þä¹̧Â¶Ý»¿½¿¹¾#̧üº»̧ô·¶Þó̧î¾̧î¿̧Â¶Ãóäî½¿Â»̧/î¹º̧¹º»¾»̧

Â¶Ý»¿½¿¹¾#

üº»̧½Ý»·½ã»̧î¿¹»·»¾¹̧·½¹»̧¶¿̧¹¶¹½ä̧âî¿½¿Âî½ä̧À»Ä¹̧î¿̧ÈÉÆÅ̧/½¾̧Å#Åe¸

È́ÉÆÈḩÈ#ßeÊ#
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%¶¹»¾̧¹¶̧¹º»̧%¶Ý½·¹î¾̧ô·¶Þó̧á¶¿¾¶äîÀ½¹»À̧µî¿½¿Âî½ä̧ð¹½¹»Ã»¿¹¾

ÈÉ#̧>òÜiùðùÜ%ð̧õ%Á̧Üüj?ò̧%Ü%@ábòò?%ü̧BùõcùBùüù?ð

ª ªª ¦ËÌÍÎÍËÏª

ª ÐÑ�Òªª ÐÑ�Ð�ª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

õÂÂ·Þ»À̧äî½Äîäî¹¼̧â¶·̧»Ãóä¶¼»»̧Ä»¿»âî¹¾ḩ ¸¸ ¸

---å̧Á»âî¿»À̧Ä»¿»âî¹̧ó»¿¾î¶¿̧óä½¿¾̧ Å̧ñÉç¸¸ ȩ̀Èßç¸

---å̧Ü¹º»·̧ä¶¿ã@¹»·Ã »̧Ãóä¶¼»»̧Ä»¿»âî¹¾̧ ¸¸ ¸

---½¿À̧À»â»··»À̧Â¶Ãó»¿¾½¹î¶¿̧ èèç¸¸ æÅÆ¸

---å̧Ü¹º»·̧ó¶¾¹@»Ãóä¶¼Ã»¿¹̧Ä»¿»âî¹¾̧ àæÉ¸¸ Æ̧ÉÅñ¸

?¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧ó·¶Ýî¾î¶¿¾̧ ßæÆ¸¸ Æ̧ÉÉÆ¸

>·¶Ýî¾î¶¿¾̧â¶·̧ó·¶ÀÞÂ¹̧äî½Äîäî¹î»¾Ç̧ã¶Ý»·¿Ã»¿¹½ä̧̧ ¸¸ ¸

î¿Ý»¾¹îã½¹î¶¿¾̧½¿À̧¶¹º»·̧ä»ã½ä̧Ã½¹¹»·¾̧ ñæÅ¸¸ æÅÉ¸

á¶¿¹î¿ã»¿¹̧Â¶¿¾îÀ»·½¹î¶¿̧ ñæÉ¸¸ èçÅ¸

Ü¹º»·̧¿¶¿@ÂÞ··»¿¹̧äî½Äîäî¹î»¾̧ èæÉ¸¸ æññ¸

§ÓÍÎÖª ÙªÐÛ ªª Úª �Ñª

Æò̧»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»̧½À¶ó¹î¶¿̧¶â̧·»Ýî¾»À̧ùõðÆß̧¶¿�&'(��)���*�����þ��́¾»»̧%¶¹»̧ÅÉÊ#

±¢¤̈¦£¢³±¢§¥̄ ª¦±³±°̈¥§̈£¢ª¦£¤̈©̈£¢©

üº»̧Ã½¹»·î½ä̧Â¶Ãó¶¿»¿¹¾̧¶â̧¹º»̧»¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧ó·¶Ýî@

¾î¶¿¾̧Â¶¿¾î¾¹̧¶â̧Â¶¾¹¾̧¹¶̧¾ÞââîÂî»¿¹ä¼̧Âä»½¿̧½¿À̧·»âÞ·Äî¾º̧Â¶¿¹½Ãî¿½¹»À̧

¾î¹»¾̧¹¶̧¹º»̧»ö¹»¿¹̧¿»Â»¾¾½·¼̧½¿À̧¹¶̧¹·»½¹̧½¿À̧/º»·»̧¿»Â»¾¾½·¼̧

Â̧¶¿¹î¿Þ»̧¾Þ·Ý»îää½¿Â»̧½¹̧¾î¹»¾̧/º»·»̧¹º»̧»¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧

»öó¶¾Þ·»̧î¾̧ä»¾¾̧¾îã¿îâîÂ½¿¹#̧üº»̧ó·¶Ýî¾î¶¿̧·»Â¶·À»À̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧

ÈÉÆÅ̧¹¶¹½ä¾̧bðÁ-Æ#Æ̧Äîääî¶¿̧ È́ÉÆÈḩbðÁ-Æ#Æ̧Äîääî¶¿Ȩ̂¶â̧/ºîÂº̧bðÁ-ÆÉȨ́

Ãîääî¶¿̧ È́ÉÆÈḩbðÁ-ÆÆß̧Ãîääî¶¿Ȩ̂î¾̧ÂÞ··»¿¹#

õ̧¾ÞÄ¾¹½¿¹î½ä̧ó¶·¹î¶¿̧¶â̧¹º»̧»¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧ó·¶Ýî¾î¶¿̧

·»ä½¹»¾̧¹¶̧¹º»̧·»Ã»Àî½¹î¶¿̧¶â̧c½¾»ä̧·»ãî¶¿½ä̧ä½¿Àâîää¾̧î¿̧¹º»̧½À.½Â»¿¹̧

Ä¶·À»·̧½·»½¾̧î¿̧ð/î¹0»·ä½¿ÀÇ̧ô»·Ã½¿¼̧½¿À̧µ·½¿Â»̧â¶ää¶/î¿ã̧î¿¹»·¿½ä̧

½¿À̧»ö¹»·¿½ä̧î¿Ý»¾¹îã½¹î¶¿¾̧Â¶Ãóä»¹»À̧ÀÞ·î¿ã̧ÈÉÉç̧½¿À̧¹º»̧¾ÞÄ¾»@

=Þ»¿¹̧Â·»½¹î¶¿̧¶â̧½¿̧»¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧ó·¶Ýî¾î¶¿#̧üº»̧ó·¶@

Ýî¾î¶¿¾̧½·»̧·»@½¾¾»¾¾»À̧¶¿̧½̧¼»½·ä¼̧Ä½¾î¾̧½¿À̧º½Ý»̧Ä»»¿̧½À.Þ¾¹»À̧½¾̧

¿»Â»¾¾½·¼#

ù¿̧¹º»̧b¿î¹»À̧ð¹½¹»¾Ç̧%¶Ý½·¹î¾̧º½¾̧Ä»»¿̧¿½Ã»À̧Þ¿À»·̧â»À»·½ä̧ä»ã@

î¾ä½¹î¶¿̧́¹º»̧á¶Ãó·»º»¿¾îÝ»̧?¿Ýî·¶¿Ã»¿¹½ä̧ò»¾ó¶¿¾»Ç̧á¶Ãó»¿¾½¹î¶¿̧

½¿À̧Bî½Äîäî¹¼̧õÂ¹̧¶â̧ÆßàÉÇ̧½¾̧½Ã»¿À»ÀȨ̂½¾̧½̧ó¶¹»¿¹î½ää¼̧·»¾ó¶¿¾îÄä»̧

ó½·¹¼̧́>ò>Ȩ̂î¿̧·»¾ó»Â¹̧¶â̧Â»·¹½î¿̧¾î¹»¾#̧%¶Ý½·¹î¾̧½Â¹îÝ»ä¼̧ó½·¹îÂîó½¹»¾̧

î¿Ç̧¶·̧Ã¶¿î¹¶·¾Ç̧¹º»̧Âä»½¿@Þó̧½Â¹îÝî¹î»¾̧½¹̧¹º»̧¾î¹»¾̧î¿̧/ºîÂº̧î¹̧î¾̧½̧>ò>#̧

üº»̧ó·¶Ýî¾î¶¿̧¹½í»¾̧î¿¹¶̧Â¶¿¾îÀ»·½¹î¶¿̧¹º»̧¿ÞÃÄ»·̧¶â̧¶¹º»·̧>ò>¾̧½¹̧

»½Âº̧¾î¹»̧½¿À̧¹º»̧îÀ»¿¹î¹¼̧½¿À̧âî¿½¿Âî½ä̧ó¶¾î¹î¶¿̧¶â̧¾ÞÂº̧ó½·¹î»¾̧î¿̧

äîãº¹̧¶â̧¹º»̧.¶î¿¹̧½¿À̧¾»Ý»·½ä̧¿½¹Þ·»̧¶â̧¹º»̧äî½Äîäî¹¼#

üº»̧â¶ää¶/î¿ã̧¹½Ää»̧¾º¶/¾̧¹º»̧Ã¶Ý»Ã»¿¹¾̧î¿̧¹º»̧»¿Ýî·¶¿Ã»¿¹½ä̧

äî½Äîäî¹¼̧ó·¶Ýî¾î¶¿¾̧ÀÞ·î¿ã̧ÈÉÆÅ̧½¿À̧ÈÉÆÈh

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

:Î×$Îé7ª�ª �ª�ÐÑªª �ª�� ª

á½¾º̧ó½¼Ã»¿¹¾̧ å̧æà¸¸ å̧ÅÉ¸

ò»ä»½¾»¾̧ å̧Æß¸¸ å̧Åß¸

ù¿¹»·»¾¹̧»öó»¿¾»̧½·î¾î¿ã̧â·¶Ã À̧î¾Â¶Þ¿¹î¿ã̧ó·¶Ýî¾î¶¿¾̧ ¸¸ ÅÅ¸

õÀÀî¹î¶¿¾̧ È¸¸ ÆÉ¸
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20. PROVISIONS AND OTHER NON-CURRENT LIABILITIES

Restated
20121

USD millions

Accrued liability for employee benefits:
— Defined benefit pension plans 5 297
— Other long-term employee benefits
and deferred compensation 631
— Other post-employment benefits 1 034

Environmental remediation provisions 1 001
Provisions for product liabilities, governmental
investigations and other legal matters 630
Contingent consideration 573
Other non-current liabilities 644
Total 9 810

 
‘ Restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

ENVIRONMENTAL REMEDIATION PROVISIONS

The material components of the environmental remediation provi-
sions consist of costs to sufficiently clean and refurbish contaminated
sites to the extent necessary and to treat and where necessary
continue surveillance at sites where the environmental remediation

exposure is less significant. The provision recorded at December 31,
2013 totals USD 1.1 billion (2012: USD 1.1 billion) of which USD 100
million (2012: USD 119 million) is current.

A substantial portion of the environmental remediation provision
relates to the remediation of Basel regional landfills in the adjacent
border areas in Switzerland, Germany and France following internal
and external investigations completed during 2007 and the subse-
quent creation of an environmental remediation provision. The pro-
visions are re-assessed on a yearly basis and have been adjusted as
necessary.

In the United States, Novartis has been named under federal leg-
islation (the Comprehensive Environmental Response, Compensation
and Liability Act of 1980, as amended) as a potentially responsible
party (PRP) in respect of certain sites. Novartis actively participates
in, or monitors, the clean-up activities at the sites in which it is a PRP.
The provision takes into consideration the number of other PRPs at
each site and the identity and financial position of such parties in
light of the joint and several nature of the liability.
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The following table shows the movements in the environmental
liability provisions during 2013 and 2012:

2012
USD millions

January 1
Cash payments
Releases

Interest expense arising from discounting provisions
Additions 10

Currency translation effects
December 31

Less current liability
Non-current environmental remediation
provisions at December 31

 

 

 
The expected timing of the related cash outflows as of December 31,
2013 is currently projected as follows:

 
PROVISIONS FOR PRODUCT LIABILITIES, GOVERNMENTAL INVESTIGATIONS
AND OTHER LEGAL MATTERS

Novartis has established provisions for certain product liabilities, gov-
ernmental investigations and other legal matters, including provisions
for expected legal costs. These provisions represent the Group's cur-
rent best estimate of the total financial effect for the matters listed

below and for other less significant matters where there is a proba-
ble potential cash outflow. Such potential cash outflows might be fully
or partially off-set by insurance in certain circumstances. Novartis
has not established provisions for potential damage awards for cer-
tain additional legal claims against our subsidiaries if Novartis cur-
rently believes it is likely that it ultimately will prevail in them. In addi-
tion, with respect to the matters listed below in which the Group has
an adverse damage award, no provision has been made for certain
of them, because it is the Group's current best estimate based on its
views as to the merits of the cases and its experience in such mat-
ters, that it ultimately will prevail in these cases on appeal. Such cases
include a USD 30 million Mississippi Chancery Court Average Whole-
sale Price verdict against Sandoz that is currently on appeal. In total,
these not-provisioned-for matters include more than 1 000 individ-
ual product Iiability cases and certain other legal matters. Plaintiffs’
alleged claims in these matters, which Novartis does not believe to
be entirely remote but which do not fulfill the conditions forthe estab-
Iishment of provisions, currently aggregate to, according to Novartis’
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SDNY specialty pharmacies investigation and litigation
In 2012, NPC received a civil investigative demand (CID) from the
USAO for the SDNY requesting information regarding its interactions
with certain specialty pharmacies concerning certain NPC products.
The investigation is civil in nature. On April 23, 2013, the US govern-
ment brought a civil complaint in intervention to a qui tam action
against NPC in the USDC for the SDNY which is related to the above
investigation, asserting claims underthe federal False Claims Act and
under common law claiming violations of the federal anti-kickback
statute with respect to alleged contractual discounts and rebates with
pharmacies for Myfortic, seeking unspecified damages, which accord-
ing to the complaint are ''substantial’’, treble damages and civil pen-
alties of USD 11,000 per incident as well as disgorgement of Novartis
profits from the alleged unlawful conduct. On January 8, 2014, the
USAO for the SDNY filed an amended civil complaint in intervention
asserting additional federal anti-kickback statute claims as to NPC's
relationships with another specialty pharmacy, Bioscrip, |nc., involv-
ing Exjade. The amended complaint seeks unspecified "substantia|”
damages, treble damages and civil penalties of USD 11,000 per inci-
dent as well as disgorgement of Novartis profits from the alleged
unlawful conduct. On that same day, the States of New York, Georgia,
Illinois, Indiana, Michigan, Maryland, New Jersey, Oklahoma and Wis-
consin filed a joint complaint in intervention asserting similar claims
relating to Exjade. On the next day, the State of California filed its own
complaint asserting similar claims relating to Exjade. NPC vigorously
contests the government claims regarding Myfortic and Exjade, both
as to alleged liability and amount of damages and penalties.

Northern District of Texas (NDTX) investigation
In 2012, Alcon was notified that the USAO for the NDTX is conduct-

ing an investigation relating to the export of Alcon products to vari-
ous countries subject to United States trade sanctions, including Iran,
allegedly in violation of applicable trade sanctions, and received a
grand jury subpoena requesting the production of documents for a
period beginning in 2005 relating to this investigation. Alcon is coop-
erating with the investigation.

SDNY Gilenya investigation
In July 2013, NPC received a CID from the USAO forthe SDNY request-
ing the production of documents and information relating to market-
ing practices for Gilenya, includingthe remuneration of healthcare pro-
viders in connection therewith. NPC is cooperating with this civil
investigation.

European Commission (EC) dawn raid at Sandoz S.A.S. (Sandoz
France)
In 2009, the EC searched the offices of Sandoz France, alleging that
Sandoz France entered into anti-competitive price coordination prac-
tices with other generic pharmaceutical companies and via the French
trade association for generic pharmaceutical companies. Sandoz
France is cooperating with the EC. No follow-up requests have been
received from the EC so far.
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Italy Lucentis/Avastin“ investigation
In 2013, the Italian Competition Authority (ICA) opened an investiga-
tion to assess whether Novartis Farma S.p.A., Novartis AG, F. Hoff-
mann-La Roche AG, Genentech Inc. and Roche S.p.A. colluded to pre-
vent the commercialization of Avastin® for ophthalmic use and
preserve the market position of Lucentis in Italy. On October 25,2013,
the ICA issued its Statement of Objections containing the |CA's pre-
Iiminary view that there was a concertation between Novartis and
Roche (Genentech) aimed at maximizing Lucentis sales to the detri-
ment of Avastin®. Novartis intends to vigorously defend the
allegations.

Japan investigation
In April 2013, Novartis Pharma K.K. (NPKK) launched a comprehen-
sive investigation with external specialists into allegations of an undis-
closed conflict of interest related to Japanese post-registration
researcher initiated valsartan trials. The investigation identified that
two former employees of NPKK were not appropriately disclosed as
NPKK employees in the trial publications for 5 studies. The Japanese
Ministry of Health, Labor and Welfare (MHLW) subsequently estab-
Iished a Committee to investigate the facts surroundingthis case, and
in September 2013, the MHLW published a draft interim report in
which it required further actions, including investigations by the gov-
ernment into allegations of exaggerated advertising. None of the tri-
als/publications were used for registration purposes.

On January 9, 2014, the MHLW filed a criminal complaint which
has the effect of transferring the investigation of the Japanese
researcher initiated valsartan trials to the prosecutor's office for crim-
inal investigation of NPKK. Novartis is cooperating fully with the
authorities.

On January 17, 2014, allegations of inappropriate involvement of
NPKK representatives in a nilotinib researcher initiated study were
raised in the media. Novartis is conducting a comprehensive inves-
tigation into such allegations.

Internal travel agencies investigation
After reports of Chinese government investigations of competitors for
alleged improper use of certain China-based travel agencies to reward
healthcare providers, Novartis commenced an internal investigation
concerning its local affiliates’ relationships with China-based travel
agencies (and other vendors). Novartis is communicating with the US
Securities and Exchange Commission (SEC) about its investigation.

PRODUCT LIABILITY MATTERS

Zometa/Aredia product liability litigation
NPC is a defendant in approximately 592 cases brought in US courts,
in which plaintiffs claim to have experienced osteonecrosis of the jaw
after treatment with Zometa orAredia, which are used to treat patients
whose cancer has spread to the bones. The majority of US cases were
initially centralized in two venues — a federal multidistrict proceeding
for pre-trial proceedings and a separate state court proceeding in
New Jersey for pre-trial proceedings and trial. Cases from the federal
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closed in 2011, and the federal and various state governments
declined to intervene and join in that action, which the relator then
dismissed without prejudice. In 2012, approximately six years after
her filing of the original qui tam action, the relator re-filed her com-
plaint in the USDC for the District of Massachusetts (DMA). In 2014,
NPC and Novartis Corporation were served with that complaint, which
names NPC, Novartis Corporation and Novartis AG as well as various
Roche and Genentech entities as defendants. The action asserts var-

ious federal False Claims Act claims, as well as similar claims under

the laws of 27 states and the District of Columbia, relating to certain
alleged improper marketing practices invo|vingXoIair. No government
entity has intervened in the current action. Novartis denies the alle-
gations and intends to vigorously contest the action, which is at the
earliest stage.

So|odyn" antitrust class actions and FTC investigation
Since July 22, 2013, thirteen class action complaints have been filed
against manufacturers of the brand drug So|odyn“’ and its generic
equivalents, including Sandoz Inc. The cases are currently pending
in the USDC for the EDPA, the DMA and the District of Arizona. The

plaintiffs purport to represent direct and indirect purchasers of Solo-
dyn“’ branded products and assert violations of federal and state anti-
trust laws, including allegations in connection with separate settle-
ments by Medicis with each ofthe other defendants, including Sandoz
Inc., of patent litigation relating to generic So|odyn°. Plaintiffs seek,
among other things, unspecified monetary damages and equitable
relief. The conduct challenged in these cases is also the subject of a
pending investigation bythe Federal Trade Commission (FTC) in which
Sandoz Inc. has cooperated in providing documents and other infor-
mation in response to a CID. Sandoz intends to vigorously defend this
litigation.

Oriel litigation
A complaint was filed in October 2013 in the Supreme Court-New
York County by Shareholder Representative Services LLC, purport-
edly on its own behalf and in its capacity as representative of former
shareholders of Oriel Therapeutics, Inc. (Oriel) against Sandoz Inc.
and two affiliates and one current and one former officer of Sandoz

AG. Plaintiffs assert various com mon law and statutory contract, fraud
and negligent misrepresentation claims arising out of the Sandoz Inc.
purchase of Oriel and seek USD 335 million in compensatory dam-
ages as well as certain recissionary relief and punitive damages. San-
doz denies the allegations and intends to vigorously defend the case.

Consumer class actions

Novartis companies have been the subject of various consumer law-
suits that are brought as proposed class actions but in which class
certification has not been decided. For example, four putative class
actions were brought in December 2013 and January 2014 against
Novartis and its consumer health unit, in California Superior Court,
in the USDC for the DNJ, in the USDC for the Eastern District of New
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York and in the USDC for the Northern District of California, gener-
ally claiming that it was a deceptive practice to sell Excedrin Migraine
at a higher price than Excedrin Extra Strength when the two have the
same active ingredients, even though the products have different
labels and clearly disclose their active ingredients. Between Novem-
ber 2012 and December 2013, four putative consumer fraud class
action litigations were commenced in the Southern District of Illinois,
the Eastern District of Missouri and the Southern District of Florida

claiming that Alcon (and in two cases Sandoz) and many other man-
ufacturers defendants’ eye drop products were deceptively designed
so that the drop dosage is more than necessary to be absorbed in
the eye or there is too much solution in each bottle for the course of
the treatment, leading to wastage and higher costs to patient con-
sumers. These cases are being vigorously defended, both on the mer-
its and with respect to class certification.

INTELLECTUAL PROPERTY LITIGATION

Novartis companies are involved in legal proceedings challenging the
scope and/or validity of the patents on their products. In addition,
Novartis companies are also involved in legal proceedings challeng-
ing third party patents and/or defending infringement proceedings
relating to third party intellectual property rights. The inherent unpre-
dictability of patent litigation means that there can be no assurances
as to the ultimate outcome of these proceedings. A negative result in
any such proceeding could potentially adversely affect the ability of
the Novartis company concerned to sell its products or require the
payment of substantial damages or royalties.

coNcLuDED LEGAL MATTERS

E|ide|° product liability litigation
NPC and other Novartis subsidiaries were defendants in more than

20 cases brought in US courts in which plaintiffs claimed to have
experienced injuries, mainly various types of cancer, after having been
treated with E|ide|“’, a medicine for atopic dermatitis. These cases
were resolved in the second quarter of 2013 for an amount that is
not material to Novartis.

WDNY investigation
In 2010, NPC became aware of an investigation by the USAO for the
WDNY into informed consent issues relating to clinical trials in China
and into marketing practices, including the remuneration of health-
care providers, in connection with a number of Novartis products.
NPC cooperated with the investigation which was civil in nature. In
the fourth quarter of 2012, Novartis learned that the government was
not pursuing further informed consent issues relating to clinical tri-
als in China. The government continued to investigate marketing prac-
tices, including marketing practices concerning Zomefa. In October
2013, the government informed NPC that it no longer was going to
pursue this investigation and that the underlying quifam actions were
dismissed.
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°ËøËÔúËéªÒ�ª ÚÐ¡ªª ÚÚ ª

B»¾¾̧ÂÞ··»¿¹̧ó¶·¹î¶¿̧ å̧ñæÆ¸¸ å̧Åæà¸

¢Ó×6ø$ééË×ÍªêéÓÏ$øÍªÖÕÎúÕÖÕÍÕËÌ;ª÷Ó2Ëé×ÔË×ÍÎÖª ªª ª

Õ×2ËÌÍÕ÷ÎÍÕÓ×ÌªÎ×ÏªÓÍ ËéªÖË÷ÎÖªÔÎÍÍËéÌªêéÓ2ÕÌÕÓ×Ìª ªª ª

ÎÍª°ËøËÔúËéªÒ�ª ¡ÛÒªª ÛÒÑª

%¶Ý½·¹î¾̧Ä»äî»Ý»¾̧¹º½¹̧î¹¾̧¹¶¹½ä̧ó·¶Ýî¾î¶¿¾̧â¶·̧î¿Ý»¾¹îã½¹î¶¿¾Ç̧ó·¶ÀÞÂ¹̧

äî½Äîäî¹¼Ç̧½·Äî¹·½¹î¶¿̧½¿À̧¶¹º»·̧ä»ã½ä̧Ã½¹¹»·¾̧½·»̧½À»=Þ½¹»̧Ä½¾»À̧Þó¶¿̧

ÂÞ··»¿¹ä¼̧½Ý½îä½Ää»̧î¿â¶·Ã½¹î¶¿#̧j¶/»Ý»·Ç̧ãîÝ»¿̧¹º»̧î¿º»·»¿¹̧ÀîââîÂÞä@

¹î»¾̧î¿̧»¾¹îÃ½¹î¿ã̧äî½Äîäî¹î»¾Ç̧¹º»·»̧Â½¿̧Ä»̧¿¶̧½¾¾Þ·½¿Â»̧¹º½¹̧½ÀÀî¹î¶¿½ä̧

äî½Äîäî¹î»¾̧½¿À̧Â¶¾¹¾̧/îää̧¿¶¹̧Ä»̧î¿ÂÞ··»À̧Ä»¼¶¿À̧¹º»̧½Ã¶Þ¿¹¾̧

ó·¶ÝîÀ»À#

ÈÆ#̧ábòò?%ü̧µù%õ%áùõB̧Á?cü

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ù¿¹»·»¾¹@Ä»½·î¿ã̧½ÂÂ¶Þ¿¹¾̧¶â̧½¾¾¶Âî½¹»¾̧ Æ̧çÆà¸¸ Æ̧èñÆ¸

c½¿í̧½¿À̧¶¹º»·̧âî¿½¿Âî½ä̧À»Ä¹̧ Æ̧ÅÈÅ¸¸ Æ̧ÈçÉ¸

á¶ÃÃ»·Âî½ä̧ó½ó»·̧ Æ̧ÉñÈ¸¸ ßæÅ¸

áÞ··»¿¹̧ó¶·¹î¶¿̧¶â̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹̧ Ȩ̀èßÉ¸¸ Ȩ̀ÉÉß¸

µ½î·̧Ý½äÞ»̧¶â̧À»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ ÆÉÅ¸¸ ÆæÈ¸

§ÓÍÎÖªø$ééË×ÍªëÕ×Î×øÕÎÖªÏËúÍª ÛªÙÙÛªª ØªÚ¡Øª

üº»̧Â¶¿¾¶äîÀ½¹»À̧Ä½ä½¿Â»̧¾º»»¹̧½Ã¶Þ¿¹¾̧¶â̧ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹Ç̧

¶¹º»·̧¹º½¿̧¹º»̧ÂÞ··»¿¹̧ó¶·¹î¶¿̧¶â̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹Ç̧½óó·¶ö@

îÃ½¹»̧¹º»̧»¾¹îÃ½¹»À̧â½î·̧Ý½äÞ»̧ÀÞ»̧¹¶̧¹º»̧¾º¶·¹@¹»·Ã ¿̧½¹Þ·»̧¶â̧¹º»¾»̧

î¿¾¹·ÞÃ»¿¹¾#

üº»̧/»îãº¹»À̧½Ý»·½ã»̧î¿¹»·»¾¹̧·½¹»̧¶¿̧¹º»̧Ä½¿í̧½¿À̧¶¹º»·̧ÂÞ··»¿¹̧

âî¿½¿Âî½ä̧À»Ä¹̧́î¿ÂäÞÀî¿ã̧»Ãóä¶¼»»̧À»ó¶¾î¹¾̧â·¶Ã ¹̧º»̧Â¶Ãó»¿¾½¹î¶¿̧

¶â̧½¾¾¶Âî½¹»¾̧»Ãóä¶¼»À̧Ä¼̧ð/î¾¾̧»¿¹î¹î»¾Ȩ̂/½¾̧È#Åe î̧¿̧ÈÉÆÅ̧½¿À̧È#Æe¸

î¿̧ÈÉÆÈ#

ÈÉ#̧>òÜiùðùÜ%ð̧õ%Á̧Üüj?ò̧%Ü%@ábòò?%ü̧BùõcùBùüù?ð̧ á́Ü%üù%b?ÁÊ
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%¶¹»¾̧¹¶̧¹º»̧%¶Ý½·¹î¾̧ô·¶Þó̧á¶¿¾¶äîÀ½¹»À̧µî¿½¿Âî½ä̧ð¹½¹»Ã»¿¹¾

ÈÈ#̧>òÜiùðùÜ%ð̧õ%Á̧Üüj?ò̧ábòò?%ü̧BùõcùBùüù?ð

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ü½ö»¾̧¶¹º»·̧¹º½¿̧î¿Â¶Ã»̧¹½ö»¾̧ æÈñ¸¸ èæÆ¸

ò»¾¹·ÞÂ¹Þ·î¿ã̧ó·¶Ýî¾î¶¿¾̧ Æçñ¸¸ ÈÈÆ¸

õÂÂ·Þ»À̧»öó»¿¾»¾̧â¶·̧ã¶¶À¾̧½¿À̧¾»·ÝîÂ»¾̧̧ ¸¸ ¸

·»Â»îÝ»À̧ÄÞ¹̧¿¶¹̧î¿Ý¶îÂ»À̧ èèÅ¸¸ èçæ¸

õÂÂ·Þ½ä¾̧â¶·̧·¶¼½ä¹î»¾̧ ñæà¸¸ ñèÈ¸

>·¶Ýî¾î¶¿¾̧â¶·̧·»Ý»¿Þ»̧À»ÀÞÂ¹î¶¿¾̧ ņ̃ÆàÈ¸¸ ņ̃ÉçÈ¸

õÂÂ·Þ½ä¾̧â¶·̧Â¶Ãó»¿¾½¹î¶¿̧½¿À̧Ä»¿»âî¹¾̧̧ ¸¸ ¸

î¿ÂäÞÀî¿ã̧¾¶Âî½ä̧¾»ÂÞ·î¹¼̧ Ȩ̀Åàæ¸¸ Ȩ̀ÈÈÈ¸

?¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧äî½Äîäî¹î»¾̧ ÆÉÉ¸¸ ÆÆß¸

Á»â»··»À̧î¿Â¶Ã»̧ çÉ¸¸ çÆ¸

>·¶Ýî¾î¶¿̧â¶·̧ó·¶ÀÞÂ¹̧äî½Äîäî¹î»¾Ç̧ã¶Ý»·¿Ã»¿¹½ä̧̧ ¸¸ ¸

î¿Ý»¾¹îã½¹î¶¿¾̧½¿À̧¶¹º»·̧ä»ã½ä̧Ã½¹¹»·¾̧ ñæÆ¸¸ Åæà¸

õÂÂ·Þ»À̧¾º½·»@Ä½¾»À̧ó½¼Ã»¿¹¾̧ Èèè¸¸ ÈæÈ¸

á¶¿¹î¿ã»¿¹̧Â¶¿¾îÀ»·½¹î¶¿¾̧ ÆÆÈ¸¸ ¸

Ü¹º»·̧ó½¼½Ää»¾̧ Æ̧èæÈ¸¸ Æ̧èÆß¸

§ÓÍÎÖªêéÓ2ÕÌÕÓ×ÌªÎ×ÏªÓÍ Ëéªø$ééË×ÍªÖÕÎúÕÖÕÍÕËÌª �ÑªÚ¡Ù¸ª �Ñª¡¡Ò¸

B»¾¾̧ó·¶Ýî¾î¶¿¾̧½¿À̧¶¹º»·̧ÂÞ··»¿¹̧äî½Äîäî¹î»¾̧̧ ¸¸ ¸

¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»̧ å̧ÆÈ¸¸ ¸

§ÓÍÎÖªêéÓ2ÕÌÕÓ×ÌªÎ×ÏªÓÍ Ëéªø$ééË×ÍªÖÕÎúÕÖÕÍÕËÌ;ªª ¸ª ¸

ËûøÖ$ÏÕ×÷ªÏÕÌêÓÌÎÖª÷éÓ$êª �ÑªÚÒØ¸ª �Ñª¡¡Ò¸

>·¶Ýî¾î¶¿¾̧½·»̧Ä½¾»À̧Þó¶¿̧Ã½¿½ã»Ã»¿¹d¾̧Ä»¾¹̧»¾¹îÃ½¹»̧½¿À̧½À.Þ¾¹»À̧

â¶·̧½Â¹Þ½ä̧»öó»·î»¿Â»#̧ðÞÂº̧½À.Þ¾¹Ã»¿¹¾̧¹¶̧¹º»̧ºî¾¹¶·îÂ̧»¾¹îÃ½¹»¾̧º½Ý»̧

¿¶¹̧Ä»»¿̧Ã½¹»·î½ä#

¦£¤̈©̈£¢ª²£¦ª°±°¬®§̈£¢©ª²¦£³ª¦±¤±¢¬±

üº»̧â¶ää¶/î¿ã̧¹½Ää»̧¾º¶/¾̧¹º»̧Ã¶Ý»Ã»¿¹̧¶â̧¹º»̧ó·¶Ýî¾î¶¿̧â¶·̧À»ÀÞÂ@

¹î¶¿¾̧â·¶Ã ·̧»Ý»¿Þ»h

ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

:Î×$Îé7ª�ª ¡ªÑÙÐªª ÒªÙ¡Ð¸

ùÃó½Â¹̧¶â̧ÄÞ¾î¿»¾¾̧Â¶ÃÄî¿½¹î¶¿¾̧ ¸¸ Æçñ¸

õÀÀî¹î¶¿¾̧ ÆÅ̧Éßè¸¸ ÆȨ̀ÆèÉ¸

>½¼Ã»¿¹¾1Þ¹îäî0½¹î¶¿¾̧ å̧ÆȨ̀çæÈ¸¸ å̧ÆÆ̧ßÅà¸

áº½¿ã»¾̧î¿̧¶ââ¾»¹̧½ã½î¿¾¹̧ã·¶¾¾̧¹·½À»̧·»Â»îÝ½Ää»¾̧ å̧ÈÈñ¸¸ å̧ßÉ¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ Æ¸¸ Åñ¸

°ËøËÔúËéªÒ�ª ¡ª� Ðªª ¡ªÑÙÐª

¦±©§¦¬®§¬¦̈¢«ª¦£¤̈©̈£¢ª³£¤±³±¢§©

ª ¬©°ªÔÕÖÖÕÓ×Ìª

:Î×$Îé7ª�;ªÐÑ�Ðª Ò¡Úª

õÀÀî¹î¶¿¾̧ ÈàÆ¸

á½¾º̧ó½¼Ã»¿¹¾̧ å̧Èßß¸

ò»ä»½¾»¾̧ å̧ÆÆè¸

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ è¸

°ËøËÔúËéªÒ�;ªÐÑ�Ðª ÐÐ�ª

õÀÀî¹î¶¿¾̧ Æçè¸

á½¾º̧ó½¼Ã»¿¹¾̧ å̧ÆÅñ¸

ò»ä»½¾»¾̧ å̧ñç¸

ü·½¿¾â»·̧ å̧ñÈ

áÞ··»¿Â¼̧¹·½¿¾ä½¹î¶¿̧»ââ»Â¹¾̧ Æ¸

°ËøËÔúËéªÒ�;ªÐÑ�Òª �Ù¡ª

ù¿̧ÈÉÆÅÇ̧½ÀÀî¹î¶¿¾̧¹¶̧ó·¶Ýî¾î¶¿¾̧¶â̧bðÁ-Æçȩ̀Ãîääî¶¿̧/»·»̧Ã½î¿ä¼̧·»ä½¹»À̧

¹¶̧·»¶·ã½¿î0½¹î¶¿¾̧¶â̧¹º»̧>º½·Ã½Â»Þ¹îÂ½ä¾̧·»¾»½·Âº̧½¿À̧À»Ý»ä¶óÃ»¿¹̧

½Â¹îÝî¹î»¾̧½¿À̧¹º»̧î¿¹»ã·½¹î¶¿̧¶â̧õäÂ¶¿#

ù¿̧ÈÉÆÈÇ̧½ÀÀî¹î¶¿¾̧¹¶̧ó·¶Ýî¾î¶¿¾̧¶â̧bðÁ-ÈàÆ̧Ãîääî¶¿̧/»·»̧î¿ÂÞ··»À̧

î¿̧¹º»̧>º½·Ã½Â»Þ¹îÂ½ä¾̧ÁîÝî¾î¶¿̧ì½·í»¹î¿ã̧ï̧ð½ä»¾̧¶·ã½¿î0½¹î¶¿̧î¿̧

Â¶¿.Þ¿Â¹î¶¿̧/î¹º̧¹º»̧½¿¹îÂîó½¹î¶¿̧¶â̧ó½¹»¿¹̧»öóî·½¹î¶¿¾ķî¿̧õäÂ¶¿̧½¾̧½̧

·»¾Þä¹̧¶â̧Â¶¿¹î¿Þ¶Þ¾̧î¿¹»ã·½¹î¶¿̧½¿À̧î¿̧ð½¿À¶0̧ÀÞ»̧¹¶̧¹º»̧î¿¹»ã·½¹î¶¿̧

¶â̧¹º»̧½Â=Þî·»À̧Â¶Ãó½¿¼̧µ¶Þã»·½#̧Ü¹º»·̧ô·¶Þó̧î¿î¹î½¹îÝ»¾̧¹¶̧âÞ·¹º»·̧

¾îÃóäîâ¼̧¹º»̧¶·ã½¿î0½¹î¶¿̧/»·»̧Ã½î¿ä¼̧·»ä½¹»À̧¹¶̧á¶¿¾ÞÃ»·̧j»½ä¹º̧

½¿À̧ð½¿À¶0#

üº»̧·»ä»½¾»¾̧¹¶̧î¿Â¶Ã»̧î¿̧ÈÉÆÅ̧½¿À̧ÈÉÆȨ̀¶â̧bðÁ-ñç̧Ãîääî¶¿̧½¿À̧

bðÁ-ÆÆȩ̀Ãîääî¶¿Ç̧·»¾ó»Â¹îÝ»ä¼Ç̧/»·»̧Ã½î¿ä¼̧ÀÞ»̧¹¶̧¾»¹¹ä»Ã»¿¹̧¶â̧

ä̧î½Äîäî¹î»¾̧½¹̧ä¶/»·̧½Ã¶Þ¿¹¾̧¹º½¿̧¶·îãî¿½ää¼̧½¿¹îÂîó½¹»À#

ª § ÕéÏªêÎéÍ7ªøÓÌÍÌª�ª §ËéÔÕ×ÎÍÕÓ×ªøÓÌÍÌª ¥ÏÏÕÍÕÓ×ÌªÍÓªêéÓ2ÕÌÕÓ×ª ¢$ÔúËéªÓëªËÔêÖÓ7ËËÌªÎëëËøÍËÏ

ª ÐÑ�Ò¸ª ÐÑ�Ð¸ª ÐÑ�Ò¸ª ÐÑ�Ð¸ª ÐÑ�Ò¸ª ÐÑ�Ð¸ª ¸ª ¸

¦ËÌÍé$øÍ$éÕ×÷ªÕ×ÕÍÕÎÍÕ2ËÌª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª ÐÑ�Ò¸ª ÐÑ�Ð¸

>º½·Ã½Â»Þ¹îÂ½ä¾̧ò»¾»½·Âº̧ï̧Á»Ý»ä¶óÃ»¿¹̧ Åè¸¸ ¸¸ Èè¸¸ ¸¸ æÉ¸¸ ¸¸ çÆÉ¸¸ ¸

>º½·Ã½Â»Þ¹îÂ½ä¾̧ì½·í»¹î¿ã̧ï̧ð½ä»¾̧¶·ã½¿î0½¹î¶¿̧ È¸¸ ß¸¸ ÈÉ¸¸ ÆàÆ¸¸ ÈÈ¸¸ ÆßÉ¸¸ ÅàÉ¸¸ Æ̧àèÉ¸

õäÂ¶¿̧î¿¹»ã·½¹î¶¿̧ Æ¸¸ Æ¸¸ èÅ¸¸ ÅÆ¸¸ èñ¸¸ ÅÈ¸¸ Èçè¸¸ ÅÈÉ¸

µ¶Þã»·½̧î¿¹»ã·½¹î¶¿̧ ¸¸ Å¸¸ Æ¸¸ Æè¸¸ Æ¸¸ Æà¸¸ ÆÉÉ¸¸ ÆñÉ¸

i½·î¶Þ¾̧ô·¶Þó̧î¿î¹î½¹îÝ»¾̧¹¶̧¾îÃóäîâ¼̧¶·ã½¿î0½¹î¶¿½ä̧̧ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸¸ ¸

¾¹·ÞÂ¹Þ·»̧å̧î¿ÂäÞÀî¿ã̧Ã½¿Þâ½Â¹Þ·î¿ã̧¾î¹»¾̧ à¸¸ ÆÅ¸¸ ÅÉ¸¸ Èà¸¸ Åà¸¸ ñÆ¸¸ àÅÉ¸¸ ÆèÉ¸

§ÓÍÎÖª ¡Û¸ª ÐÛ¸ª �ÐÚ¸ª ÐØØ¸ª �ÙØ¸ª Ð �¸ª ÐªÐÚØ¸ª Ðª¡ÛÑ¸

Æü̧ºî·À̧ó½·¹¼̧Â¶¾¹¾̧½·»̧Ã½î¿ä¼̧½¾¾¶Âî½¹»À̧/î¹º̧ä»½¾»̧½¿À̧¶¹º»·̧¶Ääîã½¹î¶¿¾̧ÀÞ»̧¹¶̧½Ä½¿À¶¿Ã»¿¹̧¶â̧Â»·¹½î¿̧â½Âîäî¹î»¾#
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22. PROVISIONS AND OTHER CURRENT LIABILITIES

2012 RESTRUCTURING PROVISION MOVEMENTS
USD millions

Taxes other than income taxes 561 USD millions

Restructuring provisions 221 January 1, 2012 349
Accrued expenses for goods and services Additions 281

received but not invoiced 576 cash payments _2gg
Accruals for royalties 452 Releases _ 115

Provisions for revenue deductions 4 072 Currency translation etteets 5
Accruals for compensation and benefits Decembe, 31’ 2012 221including social security 2 222

119
71

Environmental remediation liabilities
Deferred income

Provision for product liabilities, governmental
investigations and other legal matters 368
Accrued share-based payments 262
Contingent considerations
Other payables
Total provisions and other current liabilities

1519
10 443

Less provisions and other current liabilities
of disposal group held for sale
Total provisions and other current liabilities,
excluding disposal group 10 443

 
Provisions are based upon management's best estimate and adjusted
for actual experience. Such adjustments to the historic estimates have
not been material.

PROVISION FOR DEDUCTIONS FROM REVENUE

The following table shows the movement of the provision for deduc-
tions from revenue:

2012
USD millions

January 1 3 742
Impact of business combinations 174
Additions 12 150

Payments/utilizations — 11 938
Changes in offset against gross trade receivables -90
Currency translation effects 34
December 31 4 072

 
Third party costs‘

 
 
 

 
 
 
 

 
In 2013, additions to provisions of USD 175 million were mainly related
to reorganizations ofthe Pharmaceuticals research and development
activities and the integration of Alcon.

In 2012, additions to provisions of USD 281 million were incurred
in the Pharmaceuticals Division Marketing & Sales organization in
conjunction with the anticipation of patent expirations; in Alcon as a
result of continuous integration and in Sandoz due to the integration
of the acquired company Fougera. Other Group initiatives to further
simplify the organization were mainly related to Consumer Health
and Sandoz.

The releases to income in 2013 and 2012 of USD 47 million and

USD 115 million, respectively, were mainly due to settlement of
liabilities at lower amounts than originally anticipated.

Termination costs Additions to provision Number of employees affected
2013 2012 2012 2012

Restructuring initiatives USD millions USD millions USD millions USD millions 2012

Pharmaceuticals Research & Development 35
Pharmaceuticals Marketing & Sales organization 2 9 1 850
Alcon integration 1 1 320
Fougera integration 3 140
Various Group initiatives to simplify organizational
structure — including manufacturing sites 8 13 150
Total 46 26 2 460
 

‘Third party costs are mainly associated with lease and other obligations due to abandonment of certain facilities.
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ÈÅ#̧Á?üõùBð̧üÜ̧üj?̧áÜ%ðÜBùÁõü?Á̧áõðj̧µBÜo ð̧üõü?ì?%üð

ÐÒ{�"ª¥°:¬©§³±¢§©ª²£¦ª¢£¢6®¥©+ª̈§±³©

ª ªª ¦ËÌÍÎÍËÏª

ª ÐÑ�Òªª ÐÑ�Ð�ª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ü½ö»¾̧ Æ̧ññÅ¸¸ Æ̧èñÈ¸

Á»ó·»Âî½¹î¶¿Ç̧½Ã¶·¹î0½¹î¶¿̧½¿À̧îÃó½î·Ã»¿¹¾̧¶¿̧ ¸¸ ¸

--->·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧ Æ̧àÅè¸¸ Æ̧çñÅ¸

---ù¿¹½¿ãîÄä»̧½¾¾»¹¾̧ Å̧ÉßÉ¸¸ Å̧Æçç¸

---µî¿½¿Âî½ä̧½¾¾»¹¾̧ æè¸¸ Åñ¸

ù¿Â¶Ã»̧â·¶Ã ½̧¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾̧ å̧æÉÉ¸¸ å̧èèÈ¸

ô½î¿¾̧¶¿̧Àî¾ó¶¾½ä̧¶â̧ó·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹Ç̧̧ ¸¸ ¸

î¿¹½¿ãîÄä»Ç̧âî¿½¿Âî½ä̧½¿À̧¸ ¸¸ ¸

¶¹º»·̧¿¶¿@ÂÞ··»¿¹̧½¾¾»¹¾Ç̧¿»¹̧ å̧Åßè¸¸ å̧Èßñ¸

?=Þî¹¼@¾»¹¹ä»À̧Â¶Ãó»¿¾½¹î¶¿̧»öó»¿¾»̧ çÅÉ¸¸ çñæ¸

áº½¿ã»̧î¿̧ó·¶Ýî¾î¶¿¾̧½¿À̧¸ ¸¸ ¸

¶¹º»·̧¿¶¿@ÂÞ··»¿¹̧äî½Äîäî¹î»¾̧ àÉç¸¸ àèç¸

%»¹̧âî¿½¿Âî½ä̧î¿Â¶Ã»̧ ççè¸¸ àÈÉ¸

§ÓÍÎÖª ÙªÙØÑªª  ªÑÙÒª

ªª ª ª

Æò̧»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»̧½À¶ó¹î¶¿̧¶â̧·»Ýî¾»À̧ùõðÆß̧¶¿�&'(��)���*�����þ��́¾»»̧%¶¹»̧ÅÉÊ#ª ª

ª ª

ÐÒ{Ð"ª®¥©+ª²̄£C©ª²¦£³ª®+¥¢«±©ª̈¢ªC£¦m̈¢«ª®¥̈§¥̄ ª¥¢°ª£§+±¦ªª

£±¦¥§̈¢«ª̈§±³©ª̈¢®̄ ¬°±°ª̈¢ª£±¦¥§̈¢«ª®¥©+ª²̄£C

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

ù́¿Â·»½¾»Ȩ̂î¿̧î¿Ý»¿¹¶·î»¾̧ å̧æèÅ¸¸ å̧çÉÆ¸

ù́¿Â·»½¾»Ê1À»Â·»½¾»̧î¿̧¹·½À»̧·»Â»îÝ½Ää»¾̧ å̧ñÆÆ¸¸ Åæß¸

ù¿Â·»½¾»̧î¿̧¹·½À»̧ó½¼½Ää»¾̧ èÉÈ¸¸ èÆè¸

áº½¿ã»̧î¿̧¶¹º»·̧¿»¹̧ÂÞ··»¿¹̧½¾¾»¹¾̧½¿À̧¶¹º»·̧̧ ¸¸ ¸

¶ó»·½¹î¿ã̧Â½¾º̧âä¶/̧î¹»Ã¾̧ å̧Æçç¸¸ å̧ÅÈÅ¸

§ÓÍÎÖª <ªÙÒÚªª <ª�¡Ñª

ª

ÐÒ{Ò"ª®¥©+ª²̄£Cª¥¦̈©̈¢«ª²¦£³ª¥®4¬̈©̈§̈£¢©ª¥¢°ª°̈¤±©§³±¢§©ª£²ª�¬©̈¢±©©±©

üº»̧â¶ää¶/î¿ã̧î¾̧½̧¾ÞÃÃ½·¼̧¶â̧¹º»̧Â½¾º̧âä¶/̧îÃó½Â¹̧¶â̧¹º¶¾»̧¾îã¿îâîÂ½¿¹̧¹·½¿¾½Â¹î¶¿¾̧À»¾Â·îÄ»À̧î¿̧%¶¹»̧Ȩ̀½¿À̧¶¹º»·̧¾Ã½ää»·̧¹·½¿¾½Â¹î¶¿¾h

ª ÐÑ�Ð¸

ª ¥ø8$ÕÌÕÍÕÓ×Ì¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸

>·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧ å̧ÆÈæ¸

áÞ··»¿¹ä¼̧Ã½·í»¹»À̧ó·¶ÀÞÂ¹¾̧ å̧èÈÆ¸

õÂ=Þî·»À̧·»¾»½·Âº̧ï̧À»Ý»ä¶óÃ»¿¹̧ å̧ÆçÅ¸

ü»Âº¿¶ä¶ãî»¾̧ å̧ÅçÆ¸

µî¿½¿Âî½ä̧½¿À̧¶¹º»·̧½¾¾»¹¾̧î¿ÂäÞÀî¿ã̧À»â»··»À̧¹½ö̧½¾¾»¹¾̧ å̧Ææè¸

ù¿Ý»¿¹¶·î»¾̧ å̧àà¸

ü·½À»̧·»Â»îÝ½Ää»¾̧½¿À̧¶¹º»·̧ÂÞ··»¿¹̧½¾¾»¹¾̧ å̧ßÉ¸

ì½·í»¹½Ää»̧¾»ÂÞ·î¹î»¾̧½¿À̧Â½¾º̧ å̧Ææç¸

áÞ··»¿¹̧½¿À̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹¾̧ ñ¸

ü·½À»̧ó½¼½Ää»¾̧½¿À̧¶¹º»·̧äî½Äîäî¹î»¾̧î¿ÂäÞÀî¿ã̧À»â»··»À̧¹½ö̧äî½Äîäî¹î»¾̧ çñç¸

¢ËÍªÕÏË×ÍÕëÕÎúÖËªÎÌÌËÍÌªÎø8$ÕéËÏª <ªÚØÑª

õÂ=Þî·»À̧äî=ÞîÀî¹¼̧ Ææçª

%¶¿@Â¶¿¹·¶ääî¿ã̧î¿¹»·»¾¹̧ Èß¸

µ½î·̧Ý½äÞ»̧¶â̧ó·»Ýî¶Þ¾ä¼̧º»äÀ̧»=Þî¹¼̧î¿¹»·»¾¹¾̧ ÈȨ̀

©$ú6ÍÓÍÎÖª <ªÙÒÐª

ô¶¶À/îää̧ å̧Æ̧ÉÈæ¸

Á»â»··»À̧Â¶¿¾îÀ»·½¹î¶¿̧ î́¿ÂäÞÀî¿ã̧ó½¼Ã»¿¹̧¶â̧Â¶¿¹î¿ã»¿¹̧Â¶¿¾îÀ»·½¹î¶¿¾Ȩ̂ Æç¸

¢ËÍªøÎÌ ªëÖÓAª <ª�ªÙ¡�ª

üº»·»̧/»·»̧¿¶̧¾îã¿îâîÂ½¿¹̧½Â=Þî¾î¹î¶¿¾̧¶·̧ÀîÝ»¾¹Ã»¿¹¾̧/ºîÂº̧º½À̧½¿̧îÃó½Â¹̧¶¿̧¹º»̧Â½¾º̧âä¶/̧¾¹½¹»Ã»¿¹̧î¿̧ÈÉÆÅÇ̧º¶/»Ý»·̧bðÁ-ñȨ̀Ãîääî¶¿̧

/»·»̧ó½îÀ̧â¶·̧Â¶¿¹î¿ã»¿¹̧Â¶¿¾îÀ»·½¹î¶¿¾̧·»ã½·Àî¿ã̧½Â=Þî¾î¹î¶¿¾̧â·¶Ã ó̧·»Ýî¶Þ¾̧¼»½·¾#

%¶¹»¾̧Ȩ̀½¿À̧Èņ̃ó·¶ÝîÀ»̧âÞ·¹º»·̧î¿â¶·Ã½¹î¶¿̧·»ã½·Àî¿ã̧½Â=Þî¾î¹î¶¿¾̧½¿À̧ÀîÝ»¾¹Ã»¿¹¾̧¶â̧ÄÞ¾î¿»¾¾»¾#̧õää̧½Â=Þî¾î¹î¶¿¾̧/»·»̧â¶·̧Â½¾º#
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Èñ#̧õánbùðùüùÜ%ð̧Üµ̧cbðù%?ðð?ð

¥©©±§©ª¥¢°ª̄ ¥̈�̈¯̈§̈±©ª¥¦̈©̈¢«ª²¦£³ª¥®4¬̈©̈§̈£¢©

ª ÐÑ�Ð
²ÎÕéª2ÎÖ$Ëª ¬©°ªÔÕÖÖÕÓ×Ì

>·¶ó»·¹¼Ç̧óä½¿¹̧ï̧»=ÞîóÃ»¿¹̧ ÆÈæ¸

áÞ··»¿¹ä¼̧Ã½·í»¹»À̧ó·¶ÀÞÂ¹¾̧ èÈÆ¸

õÂ=Þî·»À̧·»¾»½·Âº̧ï̧À»Ý»ä¶óÃ»¿¹̧ ÆçÅ¸

ü»Âº¿¶ä¶ãî»¾̧ ÅçÆ¸

µî¿½¿Âî½ä̧½¿À̧¶¹º»·̧½¾¾»¹¾̧î¿ÂäÞÀî¿ã̧À»â»··»À̧¹½ö̧½¾¾»¹¾̧ Ææè¸

ù¿Ý»¿¹¶·î»¾̧ àà¸

ü·½À»̧·»Â»îÝ½Ää»¾̧½¿À̧¶¹º»·̧ÂÞ··»¿¹̧½¾¾»¹¾̧ ßÉ¸

ì½·í»¹½Ää»̧¾»ÂÞ·î¹î»¾̧½¿À̧Â½¾º̧ Ææç¸

áÞ··»¿¹̧½¿À̧¿¶¿@ÂÞ··»¿¹̧âî¿½¿Âî½ä̧À»Ä¹¾̧ å̧ñ¸

ü·½À»̧ó½¼½Ää»¾̧½¿À̧¶¹º»·̧äî½Äîäî¹î»¾̧î¿ÂäÞÀî¿ã̧À»â»··»À̧¹½ö̧äî½Äîäî¹î»¾̧ å̧çñç¸

¢ËÍªÕÏË×ÍÕëÕÎúÖËªÎÌÌËÍÌªÎø8$ÕéËÏª ÚØÑ¸

õÂ=Þî·»À̧äî=ÞîÀî¹¼̧ å̧Ææç¸

%¶¿@Â¶¿¹·¶ääî¿ã̧î¿¹»·»¾¹̧ å̧Èß¸

ô¶¶À/îää̧ Æ̧ÉÈæ¸

¢ËÍªÎÌÌËÍÌªéËøÓ÷×ÕlËÏªÎÌªÎªéËÌ$ÖÍªÓëªú$ÌÕ×ËÌÌªøÓÔúÕ×ÎÍÕÓ×Ìª �ªÙ Ñ¸

%¶¹»̧Ȩ̀À»¹½îä¾̧¾îã¿îâîÂ½¿¹̧½Â=Þî¾î¹î¶¿̧¶â̧ÄÞ¾î¿»¾¾»¾#̧üº»·»̧/»·»̧¿¶̧¾îã¿îâîÂ½¿¹̧½Â=Þî¾î¹î¶¿¾̧î¿̧ÈÉÆÅ#̧ù¿̧ÈÉÆÈÇ̧ã¶¶À/îää̧½·î¾î¿ã̧¶Þ¹̧¶â̧¹º»̧½Â=Þî@

¾î¹î¶¿¾̧·»âä»Â¹¾̧Ã½î¿ä¼̧¹º»̧Ý½äÞ»̧¶â̧âÞ¹Þ·»̧ó·¶ÀÞÂ¹¾̧½¿À̧¹º»̧½Â=Þî·»À̧½¾¾»ÃÄä»À̧/¶·íâ¶·Â»#

Èè#̧>Üðü@?ì>BÜ|ì?%ü̧c?%?µùüð̧Üµ̧õððÜáùõü?ð

°±²̈¢±°ª�±¢±²̈§ª̄ ¥¢©

ù¿̧½ÀÀî¹î¶¿̧¹¶̧¹º»̧ä»ã½ää¼̧·»=Þî·»À̧¾¶Âî½ä̧¾»ÂÞ·î¹¼̧¾Âº»Ã»¾Ç̧¹º»̧ô·¶Þó̧

º½¾̧¿ÞÃ»·¶Þ¾̧î¿À»ó»¿À»¿¹̧ó»¿¾î¶¿̧½¿À̧¶¹º»·̧ó¶¾¹@»Ãóä¶¼Ã»¿¹̧Ä»¿@

»âî¹̧óä½¿¾#̧ù¿̧Ã¶¾¹̧Â½¾»¾̧¹º»¾»̧óä½¿¾̧½·»̧»ö¹»·¿½ää¼̧âÞ¿À»À̧î¿̧»¿¹î¹î»¾̧

/ºîÂº̧½·»̧ä»ã½ää¼̧¾»ó½·½¹»̧â·¶Ã ¹̧º»̧ô·¶Þó#̧µ¶·̧Â»·¹½î¿̧ô·¶Þó̧Â¶Ã@

ó½¿î»¾Ç̧º¶/»Ý»·Ç̧¿¶̧î¿À»ó»¿À»¿¹̧óä½¿̧½¾¾»¹¾̧»öî¾¹̧â¶·̧¹º»̧ó»¿¾î¶¿̧

½¿À̧¶¹º»·̧ó¶¾¹@»Ãóä¶¼Ã»¿¹̧Ä»¿»âî¹̧¶Ääîã½¹î¶¿¾̧¶â̧½¾¾¶Âî½¹»¾#̧ù¿̧¹º»¾»̧

Â½¾»¾̧¹º»̧·»ä½¹»À̧Þ¿âÞ¿À»À̧äî½Äîäî¹¼̧î¾̧î¿ÂäÞÀ»À̧î¿̧¹º»̧Ä½ä½¿Â»̧¾º»»¹#̧

üº»̧À»âî¿»À̧Ä»¿»âî¹̧¶Ääîã½¹î¶¿¾̧́ÁcÜȨ̂¶â̧½ää̧Ã½.¶·̧ó»¿¾î¶¿̧½¿À̧¶¹º»·̧

ó¶¾¹@»Ãóä¶¼Ã»¿¹̧Ä»¿»âî¹̧óä½¿¾̧½·»̧·»½óó·½î¾»À̧½¿¿Þ½ää¼̧Ä¼̧î¿À»ó»¿@

À»¿¹̧½Â¹Þ½·î»¾#̧>ä½¿̧½¾¾»¹¾̧½·»̧·»Â¶ã¿î0»À̧½¹̧â½î·̧Ý½äÞ»#̧üº»̧Ã½.¶·̧

óä½¿¾̧½·»̧Ä½¾»À̧î¿̧ð/î¹0»·ä½¿ÀÇ̧b¿î¹»À̧ð¹½¹»¾Ç̧b¿î¹»À̧}î¿ãÀ¶ÃÇ̧ô»·@

Ã½¿¼̧½¿À̧a½ó½¿Ç̧/ºîÂº̧·»ó·»¾»¿¹̧ßèe ¶̧â̧¹º»̧ô·¶Þód¾̧¹¶¹½ä̧ÁcÜ̧â¶·̧

ó»¿¾î¶¿̧óä½¿¾#̧Á»¹½îä¾̧¶â̧¹º»̧óä½¿¾̧î¿̧¹º»̧¹/¶̧Ã¶¾¹̧¾îã¿îâîÂ½¿¹̧Â¶Þ¿@

¹·î»¾̧¶â̧ð/î¹0»·ä½¿À̧½¿À̧¹º»̧bð̧½·»̧ó·¶ÝîÀ»À̧Ä»ä¶/#

ð/î¾¾@Ä½¾»À̧ó»¿¾î¶¿̧óä½¿¾̧·»ó·»¾»¿¹̧¹º»̧Ã¶¾¹̧¾îã¿îâîÂ½¿¹̧ó¶·¹î¶¿̧

¶â̧¹º»̧ô·¶Þód¾̧¹¶¹½ä̧ÁcÜ̧½¿À̧óä½¿̧½¾¾»¹¾#̧µ¶·̧¹º»̧½Â¹îÝ»̧î¿¾Þ·»À̧Ã»Ã@

Ä»·¾̧Ä¶·¿̧¶¿̧¶·̧½â¹»·̧a½¿Þ½·¼̧ÆÇ̧ÆßèæÇ̧¶·̧º½Ýî¿ã̧.¶î¿»À̧¹º»̧óä½¿¾̧½â¹»·̧

Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆȨ́¹º»̧Ä»¿»âî¹¾̧½·»̧ó½·¹î½ää¼̧äî¿í»À̧¹¶̧¹º»̧Â¶¿¹·îÄÞ@

¹î¶¿¾̧ó½îÀ̧î¿¹¶̧¹º»̧óä½¿#̧á»·¹½î¿̧â»½¹Þ·»¾̧¶â̧ð/î¾¾̧ó»¿¾î¶¿̧óä½¿¾̧

·»=Þî·»À̧Ä¼̧ä½/̧ó·»ÂäÞÀ»̧¹º»̧óä½¿¾̧Ä»î¿ã̧Â½¹»ã¶·î0»À̧½¾̧À»âî¿»À̧Â¶¿@

¹·îÄÞ¹î¶¿̧óä½¿¾#̧üº»¾»̧â½Â¹¶·¾̧î¿ÂäÞÀ»̧½̧Ãî¿îÃÞÃî̧¿¹»·»¾¹̧ãÞ½·½¿¹»»̧

¶¿̧·»¹î·»Ã»¿¹̧¾½Ýî¿ã¾̧½ÂÂ¶Þ¿¹¾Ç̧½̧ó·»@À»¹»·Ãî¿»À̧â½Â¹¶·̧â¶·̧Â¶¿Ý»·¹@

î¿ã̧¹º»̧½ÂÂÞÃÞä½¹»À̧¾½Ýî¿ã¾̧½ÂÂ¶Þ¿¹̧Ä½ä½¿Â»̧î¿¹¶̧½̧ó»¿¾î¶¿̧½¿À̧

»ÃÄ»ÀÀ»À̧À»½¹º̧½¿À̧Àî¾½Äîäî¹¼̧Ä»¿»âî¹¾#̧

õää̧Ä»¿»âî¹¾̧ã·½¿¹»À̧Þ¿À»·̧ð/î¾¾̧ó»¿¾î¶¿̧óä½¿¾̧½·»̧Ý»¾¹»À̧½¿À̧

ð/î¾¾̧ä»ãî¾ä½¹î¶¿̧ó·»¾Â·îÄ»¾̧¹º½¹̧¹º»̧»Ãóä¶¼»·̧º½¾̧¹¶̧Â¶¿¹·îÄÞ¹»̧½̧

âîö»À̧ó»·Â»¿¹½ã»̧¶â̧½¿̧½¾¾¶Âî½¹»d¾̧ó½¼̧¹¶̧½¿̧»ö¹»·¿½ä̧ó»¿¾î¶¿̧âÞ¿À#̧

õÀÀî¹î¶¿½ä̧»Ãóä¶¼»·d¾̧Â¶¿¹·îÄÞ¹î¶¿¾̧Ã½¼̧Ä»̧·»=Þî·»À̧/º»¿»Ý»·̧¹º»̧

óä½¿d¾̧¾¹½¹Þ¹¶·¼̧âÞ¿Àî¿ã̧·½¹î¶̧â½ää¾̧Ä»ä¶/̧½̧Â»·¹½î¿̧ä»Ý»ä#̧üº»̧½¾¾¶Âî@

½¹»̧½ä¾¶̧Â¶¿¹·îÄÞ¹»¾̧¹¶̧¹º»̧óä½¿#̧üº»̧ó»¿¾î¶¿̧óä½¿¾̧½·»̧·Þ¿̧Ä¼̧¾»ó½@

·½¹»̧ä»ã½ä̧»¿¹î¹î»¾Ç̧»½Âº̧ã¶Ý»·¿»À̧Ä¼̧½̧c¶½·À̧¶â̧ü·Þ¾¹»»¾̧/ºîÂº̧â¶·̧

¹º»̧ó·î¿Âîó½ä̧óä½¿¾̧Â¶¿¾î¾¹¾̧¶â̧·»ó·»¾»¿¹½¹îÝ»¾̧¿¶Ãî¿½¹»À̧Ä¼̧%¶Ý½·¹î¾̧

½¿À̧Ä¼̧¹º»̧½Â¹îÝ»̧î¿¾Þ·»À̧½¾¾¶Âî½¹»¾#̧üº»̧c¶½·À¾̧¶â̧ü·Þ¾¹»»¾̧½·»̧

·»¾ó¶¿¾îÄä»̧â¶·̧¹º»̧óä½¿̧À»¾îã¿̧½¿À̧¹º»̧½¾¾»¹̧î¿Ý»¾¹Ã»¿¹̧¾¹·½¹»ã¼#
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24. ACQUISITIONS OF BUSINESSES

ASSETS AND LIABILITIES ARISING FROM ACQUISITIONS

2012
Fair value USD millions

Property, plant & equipment 126
Currently marketed products 521
Acquired research & development 173
Technologies 371
Financial and other assets including deferred tax assets 165
Inventories 88
Trade receivables and other current assets 90
Marketable securities and cash 167
Current and non-current financial debts -4

Trade payables and other liabilities including deferred tax liabilities — 747
Net identifiable assets acquired 950
Acquired liquidity — 167
Non-controlling interest — 29
Goodwill 1 026

Net assets recognized as a result of business combinations 1 780

Note 2 details significant acquisition of businesses. There were no significant acquisitions in 2013. In 2012, goodwill arising out of the acqui-
sitions reflects mainly the value of future products and the acquired assembled workforce.

25. POST-EMPLOYMENT BENEFITS OF ASSOCIATES

DEFINED BENEFIT PLANS

In addition to the legally required social security schemes, the Group
has numerous independent pension and other post-employment ben-
efit plans. In most cases these plans are externally funded in entities
which are legally separate from the Group. For certain Group com-
panies, however, no independent plan assets exist for the pension
and other post-employment benefit obligations of associates. In these
cases the related unfunded liability is included in the balance sheet.
The defined benefit obligations (DBO) of all major pension and other
post-employment benefit plans are reappraised annually by indepen-
dent actuaries. Plan assets are recognized at fair value. The major
plans are based in Switzerland, United States, United Kingdom, Ger-
many and Japan, which represent 95% of the Group's total DB0 for
pension plans. Details of the plans in the two most significant coun-
tries of Switzerland and the US are provided below.

Swiss-based pension plans representthe most significant portion
of the Group's total DB0 and plan assets. Forthe active insured mem-
bers born on or afterJanuary 1, 1956, or havingjoined the plans after

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

December 31, 2010 the benefits are partially linked to the contribu-
tions paid into the plan. Certain features of Swiss pension plans
required bylaw preclude the plans being categorized as defined con-
tribution plans. These factors include a minimum interest guarantee
on retirement savings accounts, a pre-determined factor for convert-
ing the accumulated savings account balance into a pension and
embedded death and disability benefits.

All benefits granted under Swiss pension plans are vested and
Swiss legislation prescribes that the employer has to contribute a
fixed percentage of an associate's pay to an external pension fund.
Additional employer's contributions may be required whenever the
plan's statutory funding ratio falls below a certain level. The associ-
ate also contributes to the plan. The pension plans are run by sepa-
rate legal entities, each governed by a Board of Trustees which for
the principal plans consists of representatives nominated by Novartis
and by the active insured associates. The Boards of Trustees are
responsible for the plan design and the asset investment strategy.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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¶â̧¹º»̧ô·¶Þód¾̧¹¶¹½ä̧ÁcÜ̧½¿À̧óä½¿̧½¾¾»¹¾#̧üº»̧ó·î¿Âîó½ä̧óä½¿¾̧́nÞ½ä@
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¹î¶¿¾̧½·»̧·»=Þî·»À̧â¶·̧nÞ½äîâî»À̧>ä½¿¾̧/º»¿»Ý»·̧¹º»̧¾¹½¹Þ¹¶·¼̧âÞ¿Àî¿ã̧
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The reconciliation of the net liability from January 1 to December 31 is as follows:

Other post-employment
benefit plans‘Uto :2.o= ‘E on = tn

 
 

 

 

 
Restated Restated

20121 20121
USD millions USD millions

Net liability at January 1 E — 1 019
Current service cost — 44
Net interest expense — 39
Administrative expenses
Past service costs and settlements 3
Remeasurements 32
Currency translation effects E — 2
Novartis Group contributions 497 35

Effect of acquisitions, divestments or transfers
Change in limitation on recognition of fund surplus
Net liability at December 31 E — 1 034

Amounts recognized in the consolidated balance sheet -
Prepaid benefit cost
Accrued benefit liability -1 034
‘Restated to reflect the adoption of revised |AS19 on Employee Benefits (see Note 30).

The following table shows a breakdown of the DB0 for pension plans by geography and type of member and the breakdown of plan assets
into the geographical locations in which they are held.

2012
USD millions

Rest of
Switzerland US the World Total

Benefit obligation at December 31 17 103 3 822 4 578 25 503
Thereof unfunded 735 547 1 282

Analysed by type of member
Active 6 682 1 382 1 641 9 705

Deferred pensioners 792 1 652 2 444
Pensioners 10 421 1 648 1 285 13 354

Fair value of plan assets at December 31 15 042 2 203 3 037 20 282
Funded Status - 2 061 - 1 619 - 1 541 - 5 221

 
The following table shows the principal weighted average actuarial assumptions used for calculating defined benefit plans and other post-
employment benefits of associates:

Other post-employment
benefit plans  

2?:2.o= ‘E on = tn
  
 

 
 
 
 

 

2012
%

IIIEME
IIIEHE
IIIEHE
EHEMEH

 

 

Weighted average assumptions used to determine benefit obligations at December 31
Discount rate

Expected rate of pension increase

 
 

Expected rate of salary increase
Interest on savings account

 
 Current average life expectancy for a 65-year-old male/female 19/21 years

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT
Notes to the Novartis Group Consolidated Financial Statements

139 | FINANCIAL REPORT
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üº»̧?=Þî¹¼̧>ä½¿̧fð»ä»Â¹ģî¾̧½̧ãä¶Ä½ä̧»=Þî¹¼̧î¿Â»¿¹îÝ»̧óä½¿̧Þ¿À»·̧/ºîÂº̧

»äîãîÄä»̧½¾¾¶Âî½¹»¾Ç̧î¿ÂäÞÀî¿ã̧?ö»ÂÞ¹îÝ»̧á¶ÃÃî¹¹»»̧Ã»ÃÄ»·¾̧Þó̧¹¶̧

ÈÉÆÅÇ̧Ã½¼̧½¿¿Þ½ää¼̧Ä»̧½/½·À»À̧½̧ã·½¿¹̧Â½óó»À̧½¹̧ÈÉÉe ¶̧â̧¹½·ã»¹#̧

üº»̧»=Þî¹¼@Ä½¾»À̧ä¶¿ã@¹»·Ã î̧¿Â»¿¹îÝ»̧î¾̧¾ÞÄ.»Â¹̧¹¶̧¹º»̧½Âºî»Ý»Ã»¿¹̧

¶â̧ó·»À»¹»·Ãî¿»À̧ÄÞ¾î¿»¾¾̧½¿À̧î¿ÀîÝîÀÞ½ä̧ó»·â¶·Ã½¿Â»̧¶Ä.»Â¹îÝ»¾̧½¹̧

ã·½¿¹#̧%¶̧½/½·À¾̧½·»̧ã·½¿¹»À̧â¶·̧ó»·â¶·Ã½¿Â»̧·½¹î¿ã¾̧Ä»ä¶/̧½̧Â»·@

¹½î¿̧¹º·»¾º¶äÀ#
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funding risks ofthe plans. Based upon the market and economic envi-
ronments, actual asset allocations may temporarily be permitted to
deviate from policy targets. The asset allocation currently includes
investments in shares of Novartis AG which totaled at December 31,

2013 19.8 million shares with a market value of USD 1.6 billion (2012:
19.8 million shares with a market value of USD 1.2 billion).

The weighted average duration of the defined benefit obligation
is 13.8 years (2012: 14.1 years).

The Group's ordinary contribution to the various pension plans
are based on the rules of each plan. Additional contributions are made
whenever this is required by statute or law; i.e. usually when statu-
tory funding levels fall below pre-determined thresholds. The only
significant plans that are foreseen to require additional funding are
those in the US and UK.

The expected future cash flows in respect of pension and other
post-employment benefit plans at December 31, 2013 were as
follows:

 
DEFINED CONTRIBUTION PLANS

In many subsidiaries associates are covered by defined contribution
plans. Contributions charged to the 2013 consolidated income state-
ment for the defined contribution plans were USD 351 million (2012:
USD 345 million).

26. EQUITY-BASED PARTICIPATION PLANS OF ASSOCIATES

The expense related to all equity-based participation plans in the
2013 consolidated income statement was USD 987 million (2012:
USD 1.0 billion) resulting in a total carrying amount for liabilities aris-
ing from share-based payment transactions of USD 255 million (2012:
USD 262 million).

Equity-based participation plans can be separated into the fol-
lowing plans.

NOVARTIS EQUITY PLAN “SELECT"

The Equity Plan "Se|ect” is a global equity incentive plan under which
eligible associates, including Executive Committee members up to
2013, may annually be awarded a grant capped at 200% of target.
The equity-based long-term incentive is subject to the achievement
of predetermined business and individual performance objectives at
grant. No awards are granted for performance ratings below a cer-
tain threshold.

The Equity Plan "Se|ect” allows its participants to choose the form
of their equity compensation in restricted shares (or, in some juris-
dictions, restricted share units (RSUs)), and until 2013, tradable share
options, or a combination of both. The vesting period for the plan is
three years except for grants prior to 2012 in Switzerland which had
a two years vesting period.

In some jurisdictions, RSUs are granted rather than shares. Each
RSU is equivalent in value to one Novartis share and is converted into
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one share at the vesting date. RSUs do not carry any voting or divi-
dend rights, except for the United States where employees receive a
dividend equivalent during the vesting period for the 2010 and 2011
grants. Each restricted share is entitled to voting rights and payment
of dividends during the vesting period.

Tradable share options expire on their 10th anniversary from grant
date. Each tradable share option granted to associates entitles the
holder to purchase after vesting (and before the 10th anniversary
from grant date) one Novartis share at a stated exercise price that
equals the closing market price of the underlying share at the grant
date.

The terms and conditions of the Novartis Equity Plan "Se|ect”
outside North America are substantially equivalent to the Novartis
Equity Plan "Se|ect” for North America. Share options ofthe Novartis
Equity Plan "Se|ect” for North America have only been tradable since
2004.

NOVARTIS EQUITY PLAN “$ELECT" OUTSIDE NORTH AMERICA

The expense recorded in the 2013 consolidated income statement
relating to both shares and share options under this plan amounted
to USD 116 million (2012: USD 122 million). Participants in this plan
were granted in 2013 a total of 2.1 million restricted shares and RSUs
at CHF 61.70 (2012: 2.4 million restricted shares and RSUs at
CHF 54.20).
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½̧¹¶¹½ä̧¶â̧É#ņ̃Ãîääî¶¿̧òðb¾̧́ÈÉÆÈḩÉ#ņ̃Ãîääî¶¿̧òðb¾Ȩ̂/»·»̧ã·½¿¹»À̧¹¶̧

ÆñȨ́í»¼̧»ö»ÂÞ¹îÝ»¾̧ó½·¹îÂîó½¹î¿ã̧î¿̧¹ºî¾̧óä½¿#

£§+±¦ª©+¥¦±ª¥C¥¦°©

ð»ä»Â¹»À̧½¾¾¶Âî½¹»¾̧Ã½¼̧»öÂ»ó¹î¶¿½ää¼̧·»Â»îÝ»̧¾ó»Âî½ä̧½/½·À¾̧¶â̧

·»¾¹·îÂ¹»À̧¾º½·»¾̧¶·̧òðb¾#̧üº»¾»̧¾ó»Âî½ä̧ðº½·»̧õ/½·À¾̧ó·¶ÝîÀ»̧½¿̧

¶óó¶·¹Þ¿î¹¼̧¹¶̧·»/½·À̧¶Þ¹¾¹½¿Àî¿ã̧½Âºî»Ý»Ã»¿¹¾̧¶·̧»öÂ»ó¹î¶¿½ä̧ó»·@

â¶·Ã½¿Â»̧½¿À̧½îÃ ½̧¹̧·»¹½î¿î¿ã̧í»¼̧Â¶¿¹·îÄÞ¹¶·¾#̧üº»¼̧½·»̧Ä½¾»À̧¶¿̧

½̧â¶·Ã½ä̧î¿¹»·¿½ä̧¾»ä»Â¹î¶¿̧ó·¶Â»¾¾Ç̧î¿̧/ºîÂº̧¹º»̧î¿ÀîÝîÀÞ½ä̧ó»·â¶·@

Ã½¿Â»̧¶â̧»½Âº̧Â½¿ÀîÀ½¹»̧î¾̧¹º¶·¶Þãºä¼̧½¾¾»¾¾»À̧½¹̧¾»Ý»·½ä̧Ã½¿½ã»@

Ã»¿¹̧ä»Ý»ä¾#̧ù¿̧»öÂ»ó¹î¶¿½ä̧Âî·ÂÞÃ¾¹½¿Â»¾Ç̧¾ó»Âî½ä̧»=Þî¹¼̧ã·½¿¹¾̧Ã½¼̧

Ä»̧·»/½·À»À̧¹¶̧½¹¹·½Â¹̧¾ó»Âî½ä̧»öó»·¹î¾»̧½¿À̧¿»/̧¹½ä»¿¹¾̧î¿¹¶̧¹º»̧

¶̧·ã½¿î0½¹î¶¿#̧üº»¾»̧ã·½¿¹¾̧½·»̧Â¶¿¾î¾¹»¿¹̧/î¹º̧Ã½·í»¹̧ó·½Â¹îÂ»̧½¿À̧
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The following table summarizes information about ADR options
outstanding at December 31, 2013:

 
LONG-TERM PERFORMANCE PLAN

The Long-Term Performance Plan (LTPP) is an equity plan for key
executives designed to drive long-term shareholder value creation.
The LTPP is offered to selected executives, who are in key positions
and have a significant impact on the long-term success of Novartis.
It is capped at 200% of target. The rewards are based on rollingthree
year global performance objectives focused on the Novartis Economic
Value Added (NVA) measured annually. The NVA is calculated based
on Group operating income adjusted for interest, taxes and cost of
capital charge. The performance realization of a plan cycle is obtained
right afterthe end ofthe third plan year by addingtogetherthe annual
NVA realizations of all plan years of the plan cycle. The performance
ratio for a plan cycle is obtained by dividing the performance reali-
zation for the plan cycle with the performance target for the plan
cycle, expressing the result as a percentage. The LTPP only allows a
payout if the actual NVA exceeds predetermined target thresholds.

At the beginning of every performance period, plan participants
are granted RSUs, which are converted into Novartis shares after the
performance period.

At the end of the three-year performance period, the Compensa-
tion Committee adjusts the number of RSUs earned based on actual
performance. RSUs are converted into unrestricted Novartis shares
without an additional vesting period. In the United States, awards may
also be delivered in cash under the United States deferred compen-
sation plan.

The expense recorded in the 2013 income statement related to
this plan amounted to USD 37 million (2012: USD 34 million). In 2013,
a total of 0.4 million RSUs (2012: 0.4 million RSUs) were granted to
140 key executives participating in this plan.

OTHER SHARE AWARDS

Selected associates may exceptionally receive special awards of
restricted shares or RSUs. These special Share Awards provide an
opportunity to reward outstanding achievements or exceptional per-
formance and aim at retaining key contributors. They are based on
a formal internal selection process, in which the individual perfor-
mance of each candidate is thoroughly assessed at several manage-
ment levels. In exceptional circumstances, special equity grants may
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be rewarded to attract special expertise and new talents into the
organization. These grants are consistent with market practice and
Novartis’ philosophy to attract, retain and motivate best—in-class tal-
ents around the world.

Restricted special awards generally have a five-year vesting period.
Worldwide 392 associates at different levels in the organization were
awarded restricted shares in 2013. The expense recorded for such
special share awards in the 2013 consolidated income statement
amounted to USD 50 million (2012: USD 24 million). During 2013, a
total of 0.8 million restricted shares and RSUs (2012: 0.8 million
restricted shares and RSUs) were granted to executives and selected
associates.

In addition, in 2013, Board members received 0.1 million unre-

stricted shares with a market value of USD 5 million as part of their
remuneration.

LEVERAGED SHARE SAVINGS PLANS

A number of associates in certain countries and certain key execu-
tives worldwide are encouraged to invest their annual incentive in a
share savings plan, which is capped at 200% of target. Under the
share savings plan, they will receive their annual incentive awards
fully or partially in Novartis shares in lieu of cash. As a reward for
their participation in the share savings plan, Novartis matches their
investments in shares after a holding period of three or five years.

Novartis currently has three share savings plans:
— Worldwide 29 key executives were invited to participate in a lever-

aged share savings plan based on their performance in 2012.
Instead of cash, their annual incentive was elected to be awarded

partly or entirely in shares. The elected number ofshares were deliv-
ered in 2013 and are subject to a holding period of five years. At
the end ofthe holding period, Novartis will match the invested shares
at a ratio of 1-to-1 (i.e. one share awarded for each invested share).

— In Switzerland, the Employee Share Ownership Plan (ESOP) was
available to 13 341 associates in 2012. Participants within this plan
may choose to receive the incentive (i) 100% in shares, (ii) 50% in
shares and 50% in cash or (iii) 100% in cash. After expiration of a
three-year holding period of Novartis shares invested under the
ESOP, each participant will receive one free matching share for every
two Novartis shares invested. A total of 5 557 associates chose to

receive shares under the ESOP for their performance in 2012 and
the shares were delivered in 2013.

— In the United Kingdom, 2 600 associates can invest up to 5% of
their monthly salary in shares (up to a maximum of GBP 125) and
also may be invited to invest all or part of their net annual incentive
in shares. Two invested shares are matched with one share with a

holding period of three years. During 2013, 1 404 participants
elected to participate in this plan.

Associates may only participate in one of these plans in any given
year
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î¿ÂäÞÀî¿ã̧¾½ä»¾̧¹¶̧¹º»Ã â̧¶·̧¹º»̧b¿î¹»À̧ð¹½¹»¾̧Ã½·í»¹#

üº»̧¿»¹̧»öó»¿¾»̧â¶·̧·¶¼½ä¹î»¾Ç̧Â¶¾¹̧¾º½·î¿ã̧½¿À̧ó·¶âî¹̧¾º½·î¿ã̧½·î¾@

î¿ã̧¶Þ¹̧¶â̧¹º»̧x����þ��̧½¿À̧������̧½ã·»»Ã»¿¹¾̧/î¹º̧ô»¿»¿¹»Âº1ò¶Âº»̧

¹¶¹½ä»À̧bðÁ-èçȨ́Ãîääî¶¿̧î¿̧ÈÉÆÅ̧ È́ÉÆÈḩbðÁ-èÆņ̃Ãîääî¶¿Ê#
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27. TRANSACTIONS WITH RELATED PARTIES AND A CLOSELY AFFILIATED PERSON

GENENTECH/ROCHE

Novartis has two agreements with Genentech, Inc., USA, a subsidiary
of Roche Holding AG which is indirectly included in the consolidated
financial statements using equity accounting since Novartis holds
33.3% of the outstanding voting shares of Roche.

LUCENTIS

Novartis has licensed the exclusive rights to develop and market
Lucentis outside the United States for indications related to diseases

of the eye. As part of this agreement, Novartis paid Genentech/Roche
an initial milestone and shared the cost for the subsequent develop-
ment by making additional milestone payments upon the achieve-
ment of certain clinical development points and product approval.
Novartis also pays royalties on the net sales of Lucentis products out-
side the United States. In 2013, Lucentis sales of USD 2.4 billion (2012:
USD 2.4 billion) have been recognized by Novartis.

XOLAIR

In February 2004, Novartis Pharma AG, Genentech, Inc., and Tanox,
|nc., finalized a three-party collaboration to govern the development

EXECUTIVE OFFICER AND NON-EXECUTIVE DIRECTOR COMPENSATION

and commercialization of certain anti-|gE antibodies including Xolair
and TNX-901. Under this agreement, all three parties co-developed
Xolair. On August 2, 2007, Genentech, Inc. completed the acquisition
of Tanox, Inc. and has taken over its rights and obligations. Novartis
and Genentech/Roche are co-promoting Xolair in the United States
where Genentech/Roche records all sales. Novartis records sales out-
side of the United States.

Novartis markets Xolair and records all sales and related costs

outside the United States as well as co-promotion costs in the United
States. Genentech/Roche and Novartis share the resulting profits
from sales in the United States, Europe and other countries, accord-
ing to agreed profit-sharing percentages. In 2013, Novartis recog-
nized total sales ofXoIair of USD 613 million (2012: USD 504 million)
including sales to them for the United States market.

The net expense for royalties, cost sharing and profit sharing aris-
ing out of the Lucentis and Xolair agreements with Genentech/Roche
totaled USD 570 million in 2013 (2012: USD 514 million).

Furthermore, Novartis has several patent license, supply and dis-
tribution agreements with Roche. Novartis entities held no Roche
bonds at December 31,2013 (2012: USD 20 million).

During 2013, there were 12 Executive Committee members and Permanent Attendees ("Executive Officers”), including those who stepped
down during the year (12 members in 2012 also including those who stepped down).

The total compensation for members of the Executive Committee and the 15 Non-Executive Directors (12 in 2012) using the Group's
accounting policies for equity-based compensation and pension benefits was as follows:

Benefits other than equity-based amounts
Post-employment benefits
Termination benefits

Equity-based compensation
Total

The annual incentive award, which is fully included in equity-based
compensation even when paid out in cash, is granted in January in
the year following the reporting period.

The disclosures required by the Swiss Code of Obligations on
Board and Executive compensation are shown in Note 12 to the
Novartis AG financial statements.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY

 

77 | CORPORATE GOVERNANCE

Non-Executive Director; Total
2012

USD millions

Executive Officers
2012

USD million;
2012

USD millions
22.3

2.3
2.2

70.9
97.7

During 2012, a non-executive director exercised an option and
acquired Group assets at fair market values, based on independent
external valuation reports, of CHF 11.6 million (approximately
USD 12.0 million).

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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½ã·»»Ã»¿¹¾Ç̧½¿À̧¹º»î·̧»¾¹îÃ½¹»À̧¹îÃî¿ãÇ̧/»·»̧½¾̧â¶ää¶/¾h

ª ¸ª ÓÍË×ÍÕÎÖ¸ª ¸

ª ¬×øÓ×ÏÕÍÕÓ×ÎÖ¸ª ÔÕÖËÌÍÓ×Ë¸ª ¸

ª ªøÓÔÔÕÍÔË×ÍÌ¸ª êÎ7ÔË×ÍÌª¸ª §ÓÍÎÖªÐÑ�Ò¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

ÈÉÆņ̃ ÆÅÆ¸¸ ÅÈæ¸¸ ñèç¸

ÈÉÆȩ̀ çà¸¸ ÅÅÅ¸¸ ñÆÆ¸

ÈÉÆæ̧ ñè¸¸ Ææñ¸¸ ÈÉß¸

ÈÉÆç̧ Åç¸¸ Æßß¸¸ ÈÅæ¸

ÈÉÆà̧ Èç¸¸ ÅÈñ¸¸ ÅèÆ¸

üº»·»½â¹»·̧ ÅÈ¸¸ èÅè¸¸ èæç¸

§ÓÍÎÖª ÒØÑ¸ª �ª  �¸ª ÐªÐÒ�¸

£§+±¦ª®£³³ §̈³±¢§©

üº»̧%¶Ý½·¹î¾̧ô·¶Þó̧»¿¹»·»À̧î¿¹¶̧Ý½·î¶Þ¾̧óÞ·Âº½¾»̧Â¶ÃÃî¹Ã»¿¹¾̧â¶·̧

¾»·ÝîÂ»¾̧½¿À̧Ã½¹»·î½ä¾̧½¾̧/»ää̧½¾̧â¶·̧»=ÞîóÃ»¿¹̧î¿̧¹º»̧¶·Àî¿½·¼̧Â¶Þ·¾»̧

¶â̧ÄÞ¾î¿»¾¾#̧üº»¾»̧Â¶ÃÃî¹Ã»¿¹¾̧½·»̧ã»¿»·½ää¼̧»¿¹»·»À̧î¿¹¶̧½¹̧̧ÂÞ··»¿¹̧

Ã½·í»¹̧ó·îÂ»¾̧½¿À̧·»âä»Â¹̧¿¶·Ã½ä̧ÄÞ¾î¿»¾¾̧¶ó»·½¹î¶¿¾#

®£¢§̈¢«±¢®̈±©

ô·¶Þó̧Â¶Ãó½¿î»¾̧º½Ý»̧¹¶̧¶Ä¾»·Ý»̧¹º»̧ä½/¾Ç̧ã¶Ý»·¿Ã»¿¹̧¶·À»·¾̧½¿À̧

·»ãÞä½¹î¶¿¾̧¶â̧¹º»̧Â¶Þ¿¹·¼̧î¿̧/ºîÂº̧¹º»¼̧¶ó»·½¹»#

üº»̧ô·¶Þód¾̧ó¶¹»¿¹î½ä̧»¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»Àî½¹î¶¿̧äî½Äîäî¹¼̧î¾̧

½¾¾»¾¾»À̧Ä½¾»À̧¶¿̧½̧·î¾í̧½¾¾»¾¾Ã»¿¹̧½¿À̧î¿Ý»¾¹îã½¹î¶¿̧¶â̧¹º»̧Ý½·î@

¶Þ¾̧¾î¹»¾̧îÀ»¿¹îâî»À̧Ä¼̧¹º»̧ô·¶Þó̧½¾̧½¹̧·î¾í̧â¶·̧»¿Ýî·¶¿Ã»¿¹½ä̧·»Ã»@

Àî½¹î¶¿̧»öó¶¾Þ·»#̧üº»̧ô·¶Þód¾̧âÞ¹Þ·»̧·»Ã»Àî½¹î¶¿̧»öó»¿¾»¾̧½·»̧

½ââ»Â¹»À̧Ä¼̧½̧¿ÞÃÄ»·̧¶â̧Þ¿Â»·¹½î¿¹î»¾#̧üº»¾»̧Þ¿Â»·¹½î¿¹î»¾̧î¿ÂäÞÀ»Ç̧

ÄÞ¹̧½·»̧¿¶¹̧äîÃî¹»À̧¹¶Ç̧¹º»̧Ã»¹º¶À̧½¿À̧»ö¹»¿¹̧¶â̧·»Ã»Àî½¹î¶¿Ç̧¹º»̧ó»·@

Â»¿¹½ã»̧¶â̧Ã½¹»·î½ä̧½¹¹·îÄÞ¹½Ää»̧¹¶̧¹º»̧ô·¶Þó̧½¹̧¹º»̧·»Ã»Àî½¹î¶¿̧¾î¹»¾̧

·»ä½¹îÝ»̧¹¶̧¹º½¹̧½¹¹·îÄÞ¹½Ää»̧¹¶̧¶¹º»·̧ó½·¹î»¾Ç̧½¿À̧¹º»̧âî¿½¿Âî½ä̧Â½ó½@

Äîäî¹î»¾̧¶â̧¹º»̧¶¹º»·̧ó¶¹»¿¹î½ää¼̧·»¾ó¶¿¾îÄä»̧ó½·¹î»¾#

õ̧¿ÞÃÄ»·̧¶â̧ô·¶Þó̧Â¶Ãó½¿î»¾̧½·»̧ÂÞ··»¿¹ä¼̧î¿Ý¶äÝ»À̧î¿̧½ÀÃî¿î¾@

¹·½¹îÝ»̧ó·¶Â»»Àî¿ã¾Ç̧äî¹îã½¹î¶¿¾̧½¿À̧î¿Ý»¾¹îã½¹î¶¿¾̧½·î¾î¿ã̧¶Þ¹̧¶â̧¹º»̧

¿¶·Ã½ä̧Â¶¿ÀÞÂ¹̧¶â̧¹º»î·̧ÄÞ¾î¿»¾¾#̧üº»¾»̧äî¹îã½¹î¶¿¾̧î¿ÂäÞÀ»̧ó̧·¶ÀÞÂ¹̧

äî½Äîäî¹î»¾Ç̧ã¶Ý»·¿Ã»¿¹½ä̧î¿Ý»¾¹îã½¹î¶¿¾̧½¿À̧¶¹º»·̧ä»ã½ä̧Ã½¹¹»·¾#̧oºîä¾¹̧

ó·¶Ýî¾î¶¿¾̧º½Ý»̧Ä»»¿̧Ã½À»̧â¶·̧ó·¶Ä½Ää»̧ä¶¾¾»¾̧¹º½¹̧Ã½¿½ã»Ã»¿¹̧

À»»Ã¾̧¹¶̧Ä»̧·̧»½¾¶¿½Ää»̧¶·̧½óó·¶ó·î½¹»̧¹º»·»̧½·»̧Þ¿Â»·¹½î¿¹î»¾̧Â¶¿@

¿»Â¹»À̧/î¹º̧¹º»¾»̧»¾¹îÃ½¹»¾#

%¶¹»̧ÈȨ́Â¶¿¹½î¿¾̧½̧Ã¶·»̧»ö¹»¿¾îÝ»̧Àî¾ÂÞ¾¾î¶¿̧¶â̧¹º»¾»̧Ã½¹¹»·¾#

ù¿̧¹º»̧¶óî¿î¶¿̧¶â̧Ã½¿½ã»Ã»¿¹Ç̧º¶/»Ý»·Ç̧¹º»̧¶Þ¹Â¶Ã»̧¶â̧¹º»¾»̧

½Â¹î¶¿¾̧/îää̧¿¶¹̧Ã½¹»·î½ää¼̧½ââ»Â¹̧¹º»̧ô·¶Þód¾̧âî¿½¿Âî½ä̧ó¶¾î¹î¶¿̧ÄÞ¹̧

Â¶ÞäÀ̧Ä»̧Ã½¹»·î½ä̧¹¶̧¹º»̧·»¾Þä¹¾̧¶â̧¶ó»·½¹î¶¿¾̧¶·̧Â½¾º̧âä¶/̧î¿̧½̧ãîÝ»¿̧

ó»·î¶À#

0239

28. COMMITMENTS AND CONTINGENCIES

LEASING COMMITMENTS OTHER COMMITMENTS

The Group has entered into various fixed term operational leases,
mainly for cars and real estate. As of December 31, 2013 the Group's
commitments with respect to these leases, including estimated pay-
ment dates, were as follows:

 
RESEARCH & DEVELOPMENT COMMITMENTS

The Group has entered into long-term research agreements with var-
ious institutions which provide for potential milestone payments and
other payments by Novartis that may be capitalized. As of December
31, 2013 the Group's commitments to make payments under those
agreements, and their estimated timing, were as follows:
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The Novartis Group entered into various purchase commitments for
services and materials as well as for equipment in the ordinary course
of business. These commitments are generally entered into at current
market prices and reflect normal business operations.

CONTINGENCIES

Group companies have to observe the laws, government orders and
regulations of the country in which they operate.

The Group’s potential environmental remediation liability is
assessed based on a risk assessment and investigation of the vari-
ous sites identified by the Group as at risk for environmental reme-
diation exposure. The Group’s future remediation expenses are
affected by a number of uncertainties. These uncertainties include,
but are not limited to, the method and extent of remediation, the per-
centage of material attributable to the Group at the remediation sites
relative to that attributable to other parties, and the financial capa-
bilities of the other potentially responsible parties.

A number of Group companies are currently involved in adminis-
trative proceedings, litigations and investigations arising out of the
normal conduct of their business. These litigations include product
liabilities, governmental investigations and other legal matters. Whilst
provisions have been made for probable losses that management
deems to be reasonable or appropriate there are uncertainties con-
nected with these estimates.

Note 20 contains a more extensive discussion of these matters.

In the opinion of management, however, the outcome of these
actions will not materially affect the Group's financial position but
could be material to the results of operations or cash flow in a given
period.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements

0239

237



ÐÒ  bcdefghijkfclmjebblenjfomcfgjpqrs

Èß#̧µù%õ%áùõB̧ù%ðüòbì?%üð̧å̧õÁÁùüùÜ%õB̧ÁùðáBÜðbò?ð

ª ªª ÐÑ�Òªª ÐÑ�Ðª

�¥̄ ¥¢®±ª©+±±§ª°̈©®̄ £©¬¦±©ª ¢ÓÍËªª¬©°ªÔÕÖÖÕÓ×Ìªª�ª¬©°ªÔÕÖÖÕÓ×Ìªª�

®ÎÌ ªÎ×ÏªøÎÌ ªË8$Õ2ÎÖË×ÍÌ̧ Ææ¸ª ÛªÛ Ù¸ª ØªØØÐ¸

²Õ×Î×øÕÎÖªÎÌÌËÍÌª<ªÔËÎÌ$éËÏªÎÍªëÎÕéª2ÎÖ$ËªÍ éÓ$÷ ªÓÍ ËéªøÓÔêéË Ë×ÌÕ2ËªÕ×øÓÔËª ¸ª ¸¸ ¸

�XEQJEMJN¦IKO¦FEJNH�EOPNVEMJNHFNT�OQVQNFª ¸ª ¸¸ ¸

Á»Ä¹̧¾»ÂÞ·î¹î»¾̧ Ææ¸¸ ÅÈÅ¸¸ Æ̧Éàñ¸

?=Þî¹¼̧¾»ÂÞ·î¹î»¾̧ Ææ¸¸ ñç¸¸ æà¸

µÞ¿À̧î¿Ý»¾¹Ã»¿¹¾̧ Ææ¸¸ ÆÆ¸¸ ÈÅ¸

§ÓÍÎÖªÎ2ÎÕÖÎúÖË6ëÓé6ÌÎÖËªÔÎé�ËÍÎúÖËªÌËø$éÕÍÕËÌ̧ ¸ª Ò �¸ª �ª�ÙØ¸

�XEQJEMJN¦IKO¦FEJNHJKRS¦VNO�HIQRERTQEJHQRXNFV�NRVFª ¸ª ¸¸ ¸

?=Þî¹¼̧¾»ÂÞ·î¹î»¾̧ ÆÅ¸¸ àÈñ¸¸ ææÆ¸

µÞ¿À̧î¿Ý»¾¹Ã»¿¹¾̧ ÆÅ¸¸ èÈ¸¸ ÆÅ¸

§ÓÍÎÖªÎ2ÎÕÖÎúÖË6ëÓé6ÌÎÖËªÖÓ×÷6ÍËéÔªëÕ×Î×øÕÎÖªÕ×2ËÌÍÔË×ÍÌ̧ ¸ª  ÙÛ¸ª ÛÙ¡¸

¸ ¸¸ ¸¸ ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÎÌÌËÍÌª<ªÔËÎÌ$éËÏªÎÍªëÎÕéª2ÎÖ$ËªÍ éÓ$÷ ªÓÍ ËéªøÓÔêéË Ë×ÌÕ2ËªÕ×øÓÔȨ̈ ¸ª �ªÐØÙ¸ª �ª ¡Ú¸

ª ¸ª ¸ª ¸

²Õ×Î×øÕÎÖªÎÌÌËÍÌª<ªÔËÎÌ$éËÏªÎÍªÎÔÓéÍÕlËÏªøÓÌÍÌª ¸ª ¸¸ ¸

ü·½À»̧·»Â»îÝ½Ää»¾̧½¿À̧¶¹º»·̧ÂÞ··»¿¹̧½¾¾»¹¾̧́»öÂäÞÀî¿ã̧ó·»@ó½¼Ã»¿¹¾ÊȨ̀¸ Æè1Æç¸¸ ÆȨ̀æÈÉ¸¸ ÆȨ̀èÅÅ¸

õÂÂ·Þ»À̧î¿¹»·»¾¹̧¶¿̧À»Ä¹̧¾»ÂÞ·î¹î»¾̧½¿À̧¹îÃ»̧À»ó¶¾î¹¾̧ Ææ¸¸ è¸¸ ÆÈ¸

üîÃ»̧À»ó¶¾î¹¾̧/î¹º̧¶·îãî¿½ä̧Ã½¹Þ·î¹¼̧Ã¶·»̧¹º½¿̧ßȨ́À½¼¾̧ Ææ¸¸ Æ̧ßÅÆ¸¸ Æ̧ÈñÉ¸

B¶¿ã@¹»·Ã ä̧¶½¿¾̧½¿À̧·»Â»îÝ½Ää»¾Ç̧½ÀÝ½¿Â»¾Ç̧¾»ÂÞ·î¹¼̧À»ó¶¾î¹¾Ȩ̀¸ ÆÅ¸¸ æñç¸¸ ññÅ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÎÌÌËÍÌª<ªÔËÎÌ$éËÏªÎÍªÎÔÓéÍÕlËÏªøÓÌÍÌ̧ ¸ª �ØªÐÑÒ¸ª �¡ªÐÐ ¸

ª ¸ª ¸ª ¸

²Õ×Î×øÕÎÖªÎÌÌËÍÌª<ªÔËÎÌ$éËÏªÎÍªëÎÕéª2ÎÖ$ËªÍ éÓ$÷ ªÍ ËªøÓ×ÌÓÖÕÏÎÍËÏªÕ×øÓÔËªÌÍÎÍËÔË×Íª ¸ª ¸¸ ¸

Á»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ Ææ¸¸ ÆÈÆ¸¸ ÆñÉ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÎÌÌËÍÌª<ªÔËÎÌ$éËÏªÎÍªëÎÕéª2ÎÖ$ËªÍ éÓ$÷ ªÍ ËªøÓ×ÌÓÖÕÏÎÍËÏªÕ×øÓÔËªÌÍÎÍËÔË×Í̧ ¸ª �Ð�¸ª �¡Ñ¸

¸ ¸¸ ¸¸ ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÎÌÌËÍÌ̧ ªª ÐÒªÐÛ ªª Ð�ªÙÛÚª

¸ ¸ª ¸ª ¸

²Õ×Î×øÕÎÖªÖÕÎúÕÖÕÍÕËÌª<ªÔËÎÌ$éËÏªÎÍªÎÔÓéÍÕlËÏªøÓÌÍÌª ¸ª ¸¸ ¸

D�OONRVHIQRERTQEJHWNMVª ¸ª ¸¸ ¸

ù¿¹»·»¾¹̧Ä»½·î¿ã̧½ÂÂ¶Þ¿¹¾̧¶â̧½¾¾¶Âî½¹»¾̧ ÈÆ¸¸ Æ̧çÆà¸¸ Æ̧èñÆ¸

c½¿í̧½¿À̧¶¹º»·̧âî¿½¿Âî½ä̧À»Ä¹̧ ÈÆ¸¸ Æ̧ÅÈÅ¸¸ Æ̧ÈçÉ¸

á¶ÃÃ»·Âî½ä̧ó½ó»·̧ ÈÆ¸¸ Æ̧ÉñÈ¸¸ ßæÅ¸

áÞ···»¿¹̧ó¶·¹î¶¿̧¶â̧¿¶¿@ÂÞ··»¿¹̧À»Ä¹̧ ÈÆ¸¸ Ȩ̀èßÉ¸¸ Ȩ̀ÉÉß¸

§ÓÍÎÖªø$ééË×ÍªëÕ×Î×øÕÎÖªÏËúÍ̧ ¸ª ÛªÛÙÒ¸ª ØªÙ Ò¸

§KR¦T�OONRVHIQRERTQEJHWNMVª ¸ª ¸¸ ¸

ð¹·½îãº¹̧Ä¶¿À¾̧ Æß¸¸ ÆȨ̀ßÉß¸¸ Æņ̃çàÅ¸

Bî½Äîäî¹î»¾̧¹¶̧Ä½¿í¾̧½¿À̧¶¹º»·̧âî¿½¿Âî½ä̧î¿¾¹î¹Þ¹î¶¿¾̧ Æß¸¸ ßÆß¸¸ Æ̧ÉÉñ¸

µî¿½¿Â»̧ä»½¾»̧¶Ääîã½¹î¶¿¾̧ Æß¸¸ ñ¸¸ Å¸

áÞ··»¿¹̧ó¶·¹î¶¿̧¶â̧¿¶¿@ÂÞ··»¿¹̧À»Ä¹̧ Æß¸¸ å̧Ȩ̀èßÉ¸¸ å̧Ȩ̀ÉÉß¸

§ÓÍÎÖª×Ó×6ø$ééË×ÍªëÕ×Î×øÕÎÖªÏËúÍ̧ ¸ª ��ªÐ¡Ð¸ª �ÒªÙ �¸

¸ ¸¸ ¸¸ ¸

§éÎÏËªêÎ7ÎúÖËÌȨ̀¸ ¸ª Ûª�¡ ¸ª ØªØÚÒ¸

¸ ¸¸ ¸¸ ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÖÕÎúÕÖÕÍËÌª<ªÔËÎÌ$éËÏªÎÍªÎÔÓéÍÕlËÏªøÓÌÍÌ̧ ¸ª Ð¡ªÑÛÒ¸ª ÐØª�ØÙ¸

¸ ¸ª ¸ª ¸

²Õ×Î×øÕÎÖªÖÕÎúÕÖÕÍÕËÌª<ªÔËÎÌ$éËÏªÎÍªëÎÕéª2ÎÖ$ËªÍ éÓ$÷ ªÍ ËªøÓ×ÌÓÖÕÏÎÍËÏªÕ×øÓÔËªÌÍÎÍËÔË×Íª ¸ª ¸¸ ¸

á¶¿¹î¿ã»¿¹̧Â¶¿¾îÀ»·½¹î¶¿̧ ÈÉ1ÈÈ¸¸ èçÈ¸¸ èçÅ¸

Á»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ ÈÆ¸¸ ÆÉÅ¸¸ ÆæÈ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÖÕÎúÕÖÕÍÕËÌª<ªÔËÎÌ$éËÏªÎÍªëÎÕéª2ÎÖ$ËªÍ éÓ$÷ ªÍ ËªøÓ×ÌÓÖÕÏÎÍËÏªÕ×øÓÔËªÌÍÎÍËÔË×Í̧ ¸ª ÛÙØ¸ª ÙÒØ¸

¸ ¸¸ ¸¸ ¸

§ÓÍÎÖªëÕ×Î×øÕÎÖªÖÕÎúÕÖÕÍÕËÌ̧ ªª Ð¡ªÙÒ ªª ÐØª ÚÐª

Æ?̧öÂ»ó¹̧â¶·̧¾¹·½îãº¹̧Ä¶¿À¾̧ ¾́»»̧%¶¹»̧ÆßȨ̂¹º»̧Â½··¼î¿ã̧½Ã¶Þ¿¹̧î¾̧½̧·»½¾¶¿½Ää»̧½óó·¶öîÃ½¹î¶¿̧¶â̧â½î·̧Ý½äÞ»#
ÈȨ̀ÉÆÅ̧»öÂäÞÀî¿ã̧âî¿½¿Âî½ä̧½¾¾»¹¾̧½¿À̧äî½Äîäî¹î»¾̧¶â̧Àî¾ó¶¾½ä̧ã·¶Þó̧º»äÀ̧â¶·̧¾½ä»

0240



ÐÒÚ������������ ¡�¢� £¤���¥�¦§̈ ¥©¦������̈ ª�§¡�� ¤«���©�����¦̈ ����¬��¬¡®¡§¡̈ �̄ °°���©�����¦̈ ���� ��¦©�� £±°���©�²��¬¦̈ ¡�������̈ � ³́ µ¶·¶̧¹º»º¼¹»½¶¾¿ÀÁ¾Â

%¶¹»¾̧¹¶̧¹º»̧%¶Ý½·¹î¾̧ô·¶Þó̧á¶¿¾¶äîÀ½¹»À̧µî¿½¿Âî½ä̧ð¹½¹»Ã»¿¹¾

°±¦̈¤¥§̈¤±ª²̈¢¥¢®̈¥̄ ª̈¢©§¦¬³±¢§©

üº»̧â¶ää¶/î¿ã̧¹½Ää»¾̧¾º¶/̧¹º»̧Â¶¿¹·½Â¹̧¶·̧Þ¿À»·ä¼î¿ã̧ó·î¿Âîó½ä̧½Ã¶Þ¿¹¾̧

½¿À̧â½î·̧Ý½äÞ»¾̧¶â̧À»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧½¿½ä¼0»À̧Ä¼̧¹¼ó»̧

¶â̧Â¶¿¹·½Â¹̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧½¿À̧ÈÉÆÈ#̧á¶¿¹·½Â¹̧¶·̧Þ¿À»·ä¼î¿ã̧

ó·î¿Âîó½ä̧½Ã¶Þ¿¹¾̧î¿ÀîÂ½¹»̧¹º»̧Ý¶äÞÃ»̧¶â̧ÄÞ¾î¿»¾¾̧¶Þ¹¾¹½¿Àî¿ã̧½¹̧¹º»̧

Â¶¿¾¶äîÀ½¹»À̧Ä½ä½¿Â»̧¾º»»¹̧À½¹»̧½¿À̧À¶̧¿¶¹̧·»ó·»¾»¿¹̧½Ã¶Þ¿¹¾̧½¹̧

·î¾í#̧üº»̧â½î·̧Ý½äÞ»¾̧½·»̧À»¹»·Ãî¿»À̧Ä¼̧·»â»·»¿Â»̧¹¶̧Ã½·í»¹̧ó·îÂ»¾̧¶·̧

¾¹½¿À½·À̧ó·îÂî¿ã̧Ã¶À»ä¾̧¹º½¹̧Þ¾»À̧¶Ä¾»·Ý½Ää»̧Ã½·í»¹̧î¿óÞ¹¾̧½¹̧

Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧½¿À̧ÈÉÆÈ#

ª ®Ó×ÍéÎøÍªÓéª$×ÏËéÖ7Õ×÷ª ª
ª êéÕ×øÕêÎÖªÎÔÓ$×Íª ÓÌÕÍÕ2ËªëÎÕéª2ÎÖ$ËÌª ¢Ë÷ÎÍÕ2ËªëÎÕéª2ÎÖ$ËÌ

ª ÐÑ�Ò¸ª ÐÑ�Ð¸ª ÐÑ�Ò¸ª ÐÑ�Ð¸ª ÐÑ�Ò¸ª ÐÑ�Ð¸

ª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

®$ééË×ø7ªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ªª ªª ªª ªª ªª ª

µ¶·/½·À̧â¶·»îã¿̧»öÂº½¿ã»̧·½¹»̧Â¶¿¹·½Â¹¾̧ ÆȨ́ÆÅç¸¸ ÆȨ́èÆç¸¸ ÆÆç¸¸ ÆÈÉ¸¸ å̧ÆÉÉ¸¸ å̧ÆæÉ¸

ÜÝ»·@¹º»@á¶Þ¿¹»·̧ÂÞ··»¿Â¼̧¶ó¹î¶¿¾̧ Ȩ̀ñÈç¸¸ Ȩ̀æññ¸¸ ñ¸¸ ÈÉ¸¸ å̧Å¸¸ å̧Æ¸

§ÓÍÎÖªÓëªø$ééË×ø7ªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª �ÐªØÛ¡ªª �Òª�Û�ªª �Ð�ªª �¡Ñªª <ª�ÑÒªª <ª�Û�ª

×̈ÍËéËÌÍªéÎÍËªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ªª ªª ªª ªª ªª ª

ù¿¹»·»¾¹̧·½¹»̧¾/½ó¾̧ ¸¸ ÅÅ¸¸ ¸¸ ¸¸ ¸¸ å̧Æ¸

§ÓÍÎÖªÓëªÕ×ÍËéËÌÍªéÎÍËªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ªª ÒÒªª ªª ªª ªª <ª�ª

§ÓÍÎÖªÏËéÕ2ÎÍÕ2ËªëÕ×Î×øÕÎÖªÕ×ÌÍé$ÔË×ÍÌªÕ×øÖ$ÏËÏªÕ×ªÔÎé�ËÍÎúÖËªÌËø$éÕÍÕËÌªª ªª ªª ªª ªª ªª ª

Î×ÏªÕ×ªø$ééË×ÍªëÕ×Î×øÕÎÖªÏËúÍÌª �ÐªØÛ¡ªª �Òª�Ú¡ªª �Ð�ªª �¡Ñªª <ª�ÑÒªª <ª�ÛÐª

¸̧

üº»̧â¶ää¶/î¿ã̧¹½Ää»̧¾º¶/¾̧Ä¼̧ÂÞ··»¿Â¼̧Â¶¿¹·½Â¹̧¶·̧Þ¿À»·ä¼î¿ã̧ó·î¿Âîó½ä̧½Ã¶Þ¿¹̧¹º»̧À»·îÝ½¹îÝ»̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ̧

½¿À̧ÈÉÆÈh

ª ±¬¦ªª ¬©°ªª :5ªª £Í Ëéªª §ÓÍÎÖª

°ËøËÔúËéªÒ�;ªÐÑ�Òª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

®$ééË×ø7ªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ªª ªª ªª ªª ª

µ¶·/½·À̧â¶·»îã¿̧»öÂº½¿ã»̧·½¹»̧Â¶¿¹·½Â¹¾̧ Å̧çÈç¸¸ Å̧àÉÈ¸¸ ÈÅÉ¸¸ Ȩ̀Åçà¸¸ ÆȨ́ÆÅç¸

ÜÝ»·@¹º»@á¶Þ¿¹»·̧ÂÞ··»¿Â¼̧¶ó¹î¶¿¾̧ àÈç¸¸ Æ̧æÉÉ¸¸ ¸¸ ¸¸ Ȩ̀ñÈç¸

§ÓÍÎÖªÓëªø$ééË×ø7ªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ¡ªØØ¡ªª Øª¡ÑÐªª ÐÒÑªª ÐªÒÙ ªª �ÐªØÛ¡ª

§ÓÍÎÖªÏËéÕ2ÎÍÕ2ËªëÕ×Î×øÕÎÖªÕ×ÌÍé$ÔË×ÍÌª ¡ªØØ¡ªª Øª¡ÑÐªª ÐÒÑªª ÐªÒÙ ªª �ÐªØÛ¡ª

ª ±¬¦¸ª ¬©°¸ª :5¸ª £Í Ëé¸ª §ÓÍÎÖ¸

°ËøËÔúËéªÒ�;ªÐÑ�Ðª ¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸ª¬©°ªÔÕÖÖÕÓ×Ì¸

®$ééË×ø7ªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ¸ª ¸ª ¸ª ¸ª ¸

µ¶·/½·À̧â¶·»îã¿̧»öÂº½¿ã»̧·½¹»̧Â¶¿¹·½Â¹¾̧ Å̧çæÉ¸¸ Å̧Ææß¸¸ çÉñ¸¸ Ȩ̀ààñ¸¸ ÆȨ́èÆç¸

ÜÝ»·@¹º»@á¶Þ¿¹»·̧ÂÞ··»¿Â¼̧¶ó¹î¶¿¾̧ ¸¸ Ȩ̀ÆÈè¸¸ ¸¸ èÆß¸¸ Ȩ̀æññ¸

§ÓÍÎÖªÓëªø$ééË×ø7ªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ÒªÙÛÑ¸ª ØªÐÚ¡¸ª ÙÑ¡¸ª Òª¡ÑÒ¸ª �Òª�Û�¸

×̈ÍËéËÌÍªéÎÍËªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ¸ª ¸ª ¸ª ¸ª ¸

ù¿¹»·»¾¹̧·½¹»̧¾/½ó¾̧ ¸¸ ¸¸ ¸¸ ÅÅ¸¸ ÅÅ¸

§ÓÍÎÖªÓëªÕ×ÍËéËÌÍªéÎÍËªéËÖÎÍËÏªÕ×ÌÍé$ÔË×ÍÌª ¸ª ¸ª ¸ª ÒÒ¸ª ÒÒ¸

§ÓÍÎÖªÏËéÕ2ÎÍÕ2ËªëÕ×Î×øÕÎÖªÕ×ÌÍé$ÔË×ÍÌª ÒªÙÛÑ¸ª ØªÐÚ¡¸ª ÙÑ¡¸ª Òª¡ÒÛ¸ª �Òª�Ú¡¸

°±¦̈¤¥§̈¤±ª²̈¢¥¢®̈¥̄ ª̈¢©§¦¬³±¢§©ª±²²±®§̈¤±ª²£¦ª+±°«±ª¥®®£¬¢§̈¢«ª¬¦£©±©

õ¹̧¹º»̧»¿À̧¶â̧ÈÉÆÅ̧½¿À̧ÈÉÆÈÇ̧¹º»·»̧/»·»̧¿¶̧¶ó»¿̧º»Àãî¿ã̧î¿¾¹·ÞÃ»¿¹¾̧â¶·̧½¿¹îÂîó½¹»À̧¹·½¿¾½Â¹î¶¿¾#

0241

DERIVATIVE FINANCIAL INSTRUMENTS

The followingtables showthe contract or underlying principal amounts
and fair values of derivative financial instruments analyzed by type
of contract at December 31, 2013 and 2012. Contract or underlying
principal amounts indicate the volume of business outstanding at the

Currency related instruments
Forward foreign exchange rate contracts
Over-the-Counter currency options
Total of currency related instruments
Interest rate related instruments

Interest rate swaps
Total of interest rate related instruments
Total derivative financial instruments included in marketable securities
and in current financial debts

consolidated balance sheet date and do not represent amounts at
risk. The fair values are determined by reference to market prices or
standard pricing models that used observable market inputs at
December 31,2013 and 2012.

Contractor underlying
principal amount Positive fair values Negative fair values

 

 
 
 

  
   

 
 

2012 2012 2012
USD millions USD millions USD millions

10 517 — 160
 
 

-12 644

 
 

The following table shows by currency contract or underlying principal amount the derivative financial instruments at December 31, 2013
and 2012:

 
EUR USD JPY Other Total

December 31, 2012 USD millions USD millions USD millions USD millions USD millions

Currency related instruments
Forward foreign exchange rate contracts 3 760 3 169 704 2 884 10 517
Over-the-Counter currency options 2 125 519 2 644
Total of currency related instruments 3 760 5 294 704 3 403 13 161
Interest rate related instruments

Interest rate swaps 33 33
Total of interest rate related instruments 33 33
Total derivative financial instruments 3 760 5 294 704 3 436 13 194

DERIVATIVE FINANCIAL INSTRUMENTS EFFECTIVE FOR HEDGE ACCOUNTING PURPOSES

At the end of 2013 and 2012, there were no open hedging instruments for anticipated transactions.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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Valued at
Level 1 Level 2 Level 3 amortized cost Total

2012 USD millions USD millions USD millions USD millions USD millions
Available-for-sale marketable securities
Debt securities 1 056 28 1 084

Equity securities 45 23 68
Fund investments 23 23
Total available-for-sale marketable securities 1 101 28 46 1 175

Time deposits with original maturity more than 90 days 1 240 1 240
Derivative financial instruments 140 140
Accrued interest on debt securities 12 12

Total marketable securities, time deposits and derivative financial instruments 1 101 168 46 1 252 2 567

Financial investments and long-term loans
Available-for-sale financial investments 302 359 661
Fund investments 13 13

Long-term loans and receivables, advances, security deposits 443 443
Total financial investments and long-term loans 302 372 443 1 117

Financial liabilities

Contingent consideration — 573 — 573
Derivative financial instruments — 162 — 162
Total financial liabilities at fair value - 162 - 573 - 735

The analysis above includes all financial instruments including those measured at amortized cost or at cost.
The change in carrying values associated with level 3 financial instruments using significant unobservable inputs during the year ended

December 31 are set forth below:
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139 | FINANCIAL REPORT

Notes to the Novartis Group Consolidated Financial Statements
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ô·¶Þó̧î¾̧»öó¶¾»À̧¹¶̧½̧ó¶¹»¿¹î½ä̧î¿Â¶Ã»̧¾¹½¹»Ã»¿¹̧âî¿½¿Âî½ä̧·»¾Þä¹̧

À»Ý½äÞ½¹î¶¿̧ä¶¾¾̧¶¿̧î¹¾̧¹¶¹½ä̧î¿¹»·Â¶Ãó½¿¼̧Ä½ä½¿Â»¾̧/î¹º̧¾ÞÄ¾îÀî½·î»¾̧

î¿̧i»¿»0Þ»ä½̧½¿À̧·»ä½¹»À̧¿»¹̧î¿Ý»¾¹Ã»¿¹¾Ç̧/ºîÂº̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧

ÈÉÆÅ̧½Ã¶Þ¿¹»À̧¹¶̧½óó·¶öîÃ½¹»ä¼̧bðÁ-ÅñȨ́Ãîääî¶¿̧½¿À̧bðÁ-Åȩ̀

Ã̧îääî¶¿Ç̧·»¾ó»Â¹îÝ»ä¼#̧üº»̧ô·¶Þó̧Þ¾»À̧¹º»̧¶ââîÂî½ä̧»öÂº½¿ã»̧·½¹»̧½¾̧

óÞÄäî¾º»À̧Ä¼̧áõÁùiù̧́i»¿»0Þ»ä½¿̧á¶ÃÃî¾¾î¶¿̧â¶·̧¹º»̧õÀÃî¿î¾¹·½¹î¶¿̧

¶â̧µ¶·»îã¿̧áÞ··»¿Â¼Ȩ̂¶â̧i?µ̧ñ#Å1bðÁ̧Þ¿¹îä̧¹º»̧À»Ý½äÞ½¹î¶¿̧¶¿̧µ»Ä·Þ@

½·¼̧àÇ̧ÈÉÆÅ̧½¿À̧i?µ̧æ#Å1bðÁ̧¾î¿Â»̧¹º»¿̧â¶·̧¹º»̧Â¶¿¾¶äîÀ½¹î¶¿̧¶â̧¹º»̧

âî¿½¿Âî½ä̧¾¹½¹»Ã»¿¹¾̧¶â̧¹º»̧i»¿»0Þ»ä½¿̧¾ÞÄ¾îÀî½·î»¾#

®£³³£°̈§5ª¦̈®±ª¦̈©m

üº»̧ô·¶Þó̧º½¾̧¶¿ä¼̧½̧Ý»·¼̧äîÃî¹»À̧»öó¶¾Þ·»̧¹¶̧ó·îÂ»̧·î¾í̧·»ä½¹»À̧¹¶̧

½¿¹îÂîó½¹»À̧óÞ·Âº½¾»¾̧¶â̧Â»·¹½î¿̧Â¶ÃÃ¶Àî¹î»¾̧Þ¾»À̧½¾̧·½/̧Ã½¹»·î½ä¾̧

Ä¼̧¹º»̧ô·¶Þód¾̧ÄÞ¾î¿»¾¾»¾#̧õ̧Âº½¿ã»̧î¿̧¹º¶¾»̧ó·îÂ»¾̧Ã½¼̧½ä¹»·̧¹º»̧

ã·¶¾¾̧Ã½·ãî¿̧¶â̧½̧¾ó»ÂîâîÂ̧ÄÞ¾î¿»¾¾Ç̧ÄÞ¹̧ã»¿»·½ää¼̧Ä¼̧¿¶¹̧Ã¶·»̧¹º½¿̧

ÆÉe ¶̧â̧¹º»̧Ã½·ãî¿̧½¿À̧¹ºÞ¾̧Ä»ä¶/̧¹º»̧ô·¶Þód¾̧·î¾í̧Ã½¿½ã»Ã»¿¹̧¹¶ä@

»·½¿Â»̧ä»Ý»ä¾#̧õÂÂ¶·Àî¿ãä¼Ç̧¹º»̧ô·¶Þó̧À¶»¾̧¿¶¹̧»¿¹»·̧î¿¹¶̧¾îã¿îâîÂ½¿¹̧

Â¶ÃÃ¶Àî¹¼̧âÞ¹Þ·»¾Ç̧â¶·/½·À̧½¿À̧¶ó¹î¶¿̧Â¶¿¹·½Â¹¾̧¹¶̧Ã½¿½ã»̧âäÞÂ¹Þ@

½¹î¶¿¾̧î¿̧ó·îÂ»¾̧¶â̧½¿¹îÂîó½¹»À̧óÞ·Âº½¾»¾#

¢̈§±¦±©§ª¦¥§±ª¦̈©m

üº»̧ô·¶Þó̧½ÀÀ·»¾¾»¾̧î¹¾̧¿»¹̧»öó¶¾Þ·»̧¹¶̧î¿¹»·»¾¹̧·½¹»̧·î¾í̧Ã½î¿ä¼̧

¹º·¶Þãº̧¹º»̧·½¹î¶̧¶â̧î¹¾̧âîö»À̧·½¹»̧âî¿½¿Âî½ä̧À»Ä¹̧¹¶̧Ý½·î½Ää»̧·½¹»̧âî¿½¿@

Âî½ä̧À»Ä¹̧Â¶¿¹½î¿»À̧î¿̧î¹¾̧¹¶¹½ä̧âî¿½¿Âî½ä̧À»Ä¹̧ó¶·¹â¶äî¶#̧ü¶̧Ã½¿½ã»̧¹ºî¾̧

ÃîöÇ̧%¶Ý½·¹î¾̧Ã½¼̧»¿¹»·̧î¿¹¶̧î¿¹»·»¾¹̧·½¹»̧¾/½ó̧½ã·»»Ã»¿¹¾Ç̧î¿̧/ºîÂº̧

î¹̧»öÂº½¿ã»¾̧ó»·î¶ÀîÂ̧ó½¼Ã»¿¹¾̧Ä½¾»À̧¶¿̧½̧¿¶¹î¶¿½ä̧½Ã¶Þ¿¹̧½¿À̧

½ã·»»À̧Þó¶¿̧âîö»À̧½¿À̧Ý½·î½Ää»̧î¿¹»·»¾¹̧·½¹»¾#

±4¬̈§5ª¦̈©m

üº»̧ô·¶Þó̧Ã½¼̧óÞ·Âº½¾»̧»=Þî¹î»¾̧½¾̧î¿Ý»¾¹Ã»¿¹¾̧¶â̧î¹¾̧äî=ÞîÀ̧âÞ¿À¾#̧

õ¾̧½̧ó¶äîÂ¼Ç̧î¹̧äîÃî¹¾̧î¹¾̧º¶äÀî¿ã¾̧î¿̧½¿̧Þ¿·»ä½¹»À̧Â¶Ãó½¿¼̧¹¶̧ä»¾¾̧¹º½¿̧

èe ¶̧â̧î¹¾̧äî=ÞîÀ̧âÞ¿À¾#̧>¶¹»¿¹î½ä̧î¿Ý»¾¹Ã»¿¹¾̧½·»̧¹º¶·¶Þãºä¼̧½¿½ä¼0»À#̧

á½ää̧¶ó¹î¶¿¾̧½·»̧/·î¹¹»¿̧¶¿̧»=Þî¹î»¾̧¹º½¹̧¹º»̧ô·¶Þó̧¶/¿¾Ç̧½¿À̧óÞ¹̧

¶ó¹î¶¿¾̧½·»̧/·î¹¹»¿̧¶¿̧»=Þî¹î»¾̧/ºîÂº̧¹º»̧ô·¶Þó̧/½¿¹¾̧¹¶̧ÄÞ¼̧½¿À̧â¶·̧

/ºîÂº̧Â½¾º̧î¾̧½Ý½îä½Ää»#

®¦±°̈§ª¦̈©m

á·»Àî¹̧·î¾í¾̧½·î¾»̧â·¶Ã¹̧º»̧ó¶¾¾îÄîäî¹¼̧¹º½¹̧ÂÞ¾¹¶Ã»·¾̧Ã½¼̧¿¶¹̧Ä»̧½Ää»̧

¹¶̧¾»¹¹ä»̧¹º»î·̧¶Ääîã½¹î¶¿¾̧½¾̧½ã·»»À#̧ü¶̧Ã½¿½ã»̧¹ºî¾̧·î¾í̧¹º»̧ô·¶Þó̧

ó»·î¶ÀîÂ½ää¼̧½¾¾»¾¾»¾̧¹º»̧âî¿½¿Âî½ä̧·»äî½Äîäî¹¼̧¶â̧ÂÞ¾¹¶Ã»·¾Ç̧¹½íî¿ã̧î¿¹¶̧

½ÂÂ¶Þ¿¹̧¹º»î·̧âî¿½¿Âî½ä̧ó¶¾î¹î¶¿Ç̧ó½¾¹̧»öó»·î»¿Â»̧½¿À̧¶¹º»·̧â½Â¹¶·¾#̧

ù¿ÀîÝîÀÞ½ä̧·î¾í̧äîÃî¹¾̧½·»̧¾»¹̧½ÂÂ¶·Àî¿ãä¼#

üº»̧ô·¶Þód¾̧ä½·ã»¾¹̧ÂÞ¾¹¶Ã»·̧½ÂÂ¶Þ¿¹¾̧â¶·̧½óó·¶öîÃ½¹»ä¼̧ÆÉe ¶̧â̧

¿»¹̧¾½ä»¾Ç̧½¿À̧¹º»̧¾»Â¶¿À̧½¿À̧¹ºî·À̧ä½·ã»¾¹̧ÂÞ¾¹¶Ã»·¾̧½ÂÂ¶Þ¿¹̧â¶·̧

ße ½̧¿À̧çe ¶̧â̧¿»¹̧¾½ä»¾̧́ÈÉÆÈḩÆÉeÇ̧ße ½̧¿À̧àe ·̧»¾ó»Â¹îÝ»ä¼Ê#̧%¶̧

¶¹º»·̧ÂÞ¾¹¶Ã»·̧½ÂÂ¶Þ¿¹¾̧â¶·̧èe ¶̧·̧Ã¶·»̧¶â̧¿»¹̧¾½ä»¾Ç̧î¿̧»î¹º»·̧¼»½·#

üº»̧ºîãº»¾¹̧½Ã¶Þ¿¹¾̧¶â̧¹·½À»̧·»Â»îÝ½Ää»¾̧¶Þ¹¾¹½¿Àî¿ã̧/»·»̧â¶·̧

¹º»¾»̧¾½Ã»̧¹º·»»̧ÂÞ¾¹¶Ã»·¾#̧üº»¼̧½Ã¶Þ¿¹»À̧¹¶̧ßeÇ̧çe ½̧¿À̧èeÇ̧

·»¾ó»Â¹îÝ»ä¼Ç̧¶â̧¹º»̧ô·¶Þód¾̧¹·½À»̧·»Â»îÝ½Ää»¾̧½¹̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆÅ#̧

üº»·»̧î¾̧¿¶̧¶¹º»·̧¾îã¿îâîÂ½¿¹̧Â¶¿Â»¿¹·½¹î¶¿̧¶â̧Â·»Àî¹̧·î¾í̧ È́ÉÆÈḩàeÇ̧

çe ½̧¿À̧æe ·̧»¾ó»Â¹îÝ»ä¼Ê#

®£¬¢§±¦¥¦§5ª¦̈©m

á¶Þ¿¹»·ó½·¹¼̧·î¾í̧»¿Â¶Ãó½¾¾»¾̧î¾¾Þ»·̧·î¾í̧¶¿̧Ã½·í»¹½Ää»̧¾»ÂÞ·î¹î»¾Ç̧

¾»¹¹ä»Ã»¿¹̧·î¾í̧¶¿̧À»·îÝ½¹îÝ»̧½¿À̧Ã¶¿»¼̧Ã½·í»¹̧Â¶¿¹·½Â¹¾̧½¿À̧Â·»Àî¹̧

·î¾í̧¶¿̧Â½¾º̧½¿À̧¹îÃ»̧À»ó¶¾î¹¾#̧ù¾¾Þ»·̧·î¾í̧î¾̧·»ÀÞÂ»À̧Ä¼̧¶¿ä¼̧ÄÞ¼î¿ã̧

¾»ÂÞ·î¹î»¾̧/ºîÂº̧½·»̧½¹̧ä»½¾¹̧õõ@̧·½¹»À#̧ð»¹¹ä»Ã»¿¹̧½¿À̧Â·»Àî¹̧·î¾í̧î¾̧

·»ÀÞÂ»À̧Ä¼̧¹º»̧ó¶äîÂ¼̧¶â̧»¿¹»·î¿ã̧î¿¹¶̧¹·½¿¾½Â¹î¶¿¾̧/î¹º̧Â¶Þ¿¹»·ó½·@

¹î»¾̧¹º½¹̧½·»̧Þ¾Þ½ää¼̧½¹̧ä»½¾¹̧õõ@̧·½¹»À̧Ä½¿í¾̧¶·̧âî¿½¿Âî½ä̧î¿¾¹î¹Þ¹î¶¿¾#̧

µ¶·̧¾º¶·¹@¹»·Ã î̧¿Ý»¾¹Ã»¿¹¾̧ä»¾¾̧¹º½¿̧¾îö̧Ã¶¿¹º¾̧¹º»̧Â¶Þ¿¹»·ó½·¹¼̧

ÃÞ¾¹̧Ä»̧½¹̧ä»½¾¹̧õ@Æ1>@Æ1µ@Æ̧·½¹»À#̧?öó¶¾Þ·»̧¹¶̧¹º»¾»̧·î¾í¾̧î¾̧Âä¶¾»ä¼̧

Ã¶¿î¹¶·»À̧½¿À̧í»ó¹̧/î¹ºî¿̧ó·»À»¹»·Ãî¿»À̧ó½·½Ã»¹»·¾#̧%¶Ý½·¹î¾̧º½¾̧

ó¶äîÂî»¾̧¹º½¹̧äîÃî¹̧¹º»̧½Ã¶Þ¿¹̧¶â̧Â·»Àî¹̧»öó¶¾Þ·»̧¹¶̧½¿¼̧âî¿½¿Âî½ä̧î¿¾¹î@

¹Þ¹î¶¿#̧üº»̧äîÃî¹¾̧½·»̧·»ãÞä½·ä¼̧½¾¾»¾¾»À̧½¿À̧À»¹»·Ãî¿»À̧Ä½¾»À̧Þó¶¿̧

Â·»Àî¹̧½¿½ä¼¾î¾̧î¿ÂäÞÀî¿ã̧âî¿½¿Âî½ä̧¾¹½¹»Ã»¿¹̧½¿À̧Â½óî¹½ä̧½À»=Þ½Â¼̧

·½¹î¶̧·»Ýî»/¾#̧ù¿̧½ÀÀî¹î¶¿Ç̧·»Ý»·¾»̧·»óÞ·Âº½¾î¿ã̧½ã·»»Ã»¿¹¾̧½·»̧

Â¶¿¹·½Â¹»À#

üº»̧ô·¶Þód¾̧Â½¾º̧½¿À̧Â½¾º̧»=ÞîÝ½ä»¿¹¾̧½·»̧º»äÀ̧/î¹º̧Ã½.¶·̧·»ã@

Þä½¹»À̧âî¿½¿Âî½ä̧î¿¾¹î¹Þ¹î¶¿¾Ç̧¹º»̧¹º·»»̧ä½·ã»¾¹̧¶¿»¾̧º¶äÀ̧½óó·¶öîÃ½¹»ä¼̧

ÈÆ#àeÇ̧Æà#ñe ½̧¿À̧à#ßeÇ̧·»¾ó»Â¹îÝ»ä¼̧ È́ÉÆÈḩÆß#àeÇ̧Æè#èe ½̧¿À̧

ÆÉ#ßeÇ̧·»¾ó»Â¹îÝ»ä¼Ê#

üº»̧ô·¶Þó̧À¶»¾̧¿¶¹̧»öó»Â¹̧½¿¼̧ä¶¾¾»¾̧â·¶Ã¿̧¶¿@ó»·â¶·Ã½¿Â»̧Ä¼̧

¹º»¾»̧Â¶Þ¿¹»·ó½·¹î»¾̧½¿À̧À¶»¾̧¿¶¹̧º½Ý»̧½¿¼̧¾îã¿îâîÂ½¿¹̧ã·¶Þóî¿ã̧¶â̧

»öó¶¾Þ·»¾̧¹¶̧âî¿½¿Âî½ä̧¾»Â¹¶·̧¶·̧Â¶Þ¿¹·¼̧·î¾í#

¯̈4¬̈°̈§5ª¦̈©m

Bî=ÞîÀî¹¼̧·î¾í̧î¾̧À»âî¿»À̧½¾̧¹º»̧·î¾í̧¹º½¹̧¹º»̧ô·¶Þó̧Â¶ÞäÀ̧¿¶¹̧Ä»̧½Ää»̧

¹¶̧¾»¹¹ä»̧¶·̧Ã»»¹̧î¹¾̧¶Ääîã½¹î¶¿¾̧¶¿̧¹îÃ»̧¶·̧½¹̧½̧·»½¾¶¿½Ää»̧ó·îÂ»#̧ô·¶Þó̧

ü·»½¾Þ·¼̧î¾̧·»¾ó¶¿¾îÄä»̧â¶·̧äî=ÞîÀî¹¼Ç̧âÞ¿Àî¿ã̧½¾̧/»ää̧½¾̧¾»¹¹ä»Ã»¿¹̧

Ã½¿½ã»Ã»¿¹#̧ù¿̧½ÀÀî¹î¶¿Ç̧äî=ÞîÀî¹¼̧½¿À̧âÞ¿Àî¿ã̧·î¾í¾Ç̧·»ä½¹»À̧ó·¶@

Â»¾¾»¾̧½¿À̧ó¶äîÂî»¾̧½·»̧¶Ý»·¾»»¿̧Ä¼̧Ã½¿½ã»Ã»¿¹#̧%¶Ý½·¹î¾̧Ã½¿½ã»¾̧

î¹¾̧äî=ÞîÀî¹¼̧·î¾í̧¶¿̧½̧Â¶¿¾¶äîÀ½¹»À̧Ä½¾î¾̧Ä½¾»À̧¶¿̧ÄÞ¾î¿»¾¾̧¿»»À¾Ç̧

¹½öÇ̧Â½óî¹½ä̧¶·̧·»ãÞä½¹¶·¼̧Â¶¿¾îÀ»·½¹î¶¿¾Ç̧îâ̧½óóäîÂ½Ää»Ç̧¹º·¶Þãº̧¿ÞÃ»·@

¶Þ¾̧¾¶Þ·Â»¾̧¶â̧âî¿½¿Âî¿ã̧î¿̧¶·À»·̧¹¶̧Ã½î¿¹½î¿̧âä»öîÄîäî¹¼#̧ì½¿½ã»Ã»¿¹̧

Ã¶¿î¹¶·¾̧¹º»̧ô·¶Þód¾̧¿»¹̧À»Ä¹̧¶·̧äî=ÞîÀî¹¼̧ó¶¾î¹î¶¿̧¹º·¶Þãº̧·¶ääî¿ã̧

â¶·»Â½¾¹¾̧¶¿̧¹º»̧Ä½¾î¾̧¶â̧»öó»Â¹»À̧Â½¾º̧âä¶/¾#

0245

The Group is exposed to a potential adverse devaluation risk on
its intercompany funding and total investment in certain subsidiar-
ies operating in countries with exchange control. The most significant
country in this respect is Venezuela, where the Group has approxi-
mately USD 220 million of cash in the country, which is only slowly
being approved for remittance outside the country. As a result the
Group is exposed to a potential income statement financial result
devaluation loss on its total intercompany balances with subsidiaries
in Venezuela and related net investments, which at December 31,

2013 amounted to approximately USD 340 million and USD 35
million, respectively. The Group used the official exchange rate as
published by CADIVI (Venezuelan Commission forthe Administration
of Foreign Currency) of VEF 4.3/USD until the devaluation on Febru-
ary 8, 2013 and VEF 6.3/USD since then for the consolidation of the
financial statements of the Venezuelan subsidiaries.

COMMODITY PRIcE RISK

The Group has only a very limited exposure to price risk related to
anticipated purchases of certain commodities used as raw materials
by the Group's businesses. A change in those prices may alter the
gross margin of a specific business, but generally by not more than
10% of the margin and thus below the Group's risk management tol-
erance levels. Accordingly, the Group does not enter into significant
commodity futures, forward and option contracts to manage fluctu-
ations in prices of anticipated purchases.

INTEREST RATE RISK

The Group addresses its net exposure to interest rate risk mainly
through the ratio of its fixed rate financial debt to variable rate finan-
cial debt contained in its total financial debt portfolio. To manage this
mix, Novartis may enter into interest rate swap agreements, in which
it exchanges periodic payments based on a notional amount and
agreed upon fixed and variable interest rates.

EQUITY RISK

The Group may purchase equities as investments of its liquid funds.
As a policy, it limits its holdings in an unrelated company to less than
5% of its liquid funds. Potential investments are thoroughly analyzed.
Call options are written on equities that the Group owns, and put
options are written on equities which the Group wants to buy and for
which cash is available.

CREDIT RISK

Credit risks arise from the possibility that customers may not be able
to settle their obligations as agreed. To manage this risk the Group
periodically assesses the financial reliability of customers, taking into
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account their financial position, past experience and other factors.
Individual risk limits are set accordingly.

The Group's largest customer accounts for approximately 10% of
net sales, and the second and third largest customers account for
9% and 7% of net sales (2012: 10%, 9% and 8% respectively). No
other customer accounts for 5% or more of net sales, in either year.

The highest amounts of trade receivables outstanding were for
these same three customers. They amounted to 9%, 7% and 5%,
respectively, of the Group's trade receivables at December 31, 2013.
There is no other significant concentration of credit risk (2012: 8%,
7% and 6% respectively).

COUNTERPARTY RISK

Counterparty risk encompasses issuer risk on marketable securities,
settlement risk on derivative and money market contracts and credit
risk on cash and time deposits. Issuer risk is reduced by only buying
securities which are at least AA- rated. Settlement and credit risk is

reduced by the policy of entering into transactions with counterpar-
ties that are usually at least AA- rated banks or financial institutions.
For short-term investments less than six months the counterparty
must be at least A-1/P-1/F-1 rated. Exposure to these risks is closely
monitored and kept within predetermined parameters. Novartis has
policies that limit the amount of credit exposure to any financial insti-
tution. The limits are regularly assessed and determined based upon
credit analysis including financial statement and capital adequacy
ratio reviews. In addition, reverse repurchasing agreements are
contracted.

The Group's cash and cash equivalents are held with major reg-
ulated financial institutions, the three largest ones hold approximately
21.8%, 18.4% and 8.9%, respectively (2012: 19.8%, 15.5% and
10.9%, respectively).

The Group does not expect any losses from non-performance by
these counterparties and does not have any significant grouping of
exposures to financial sector or country risk.

LIQUIDITY RISK

Liquidity risk is defined as the risk that the Group could not be able
to settle or meet its obligations on time or at a reasonable price. Group
Treasury is responsible for liquidity, funding as well as settlement
management. In addition, liquidity and funding risks, related pro-
cesses and policies are overseen by management. Novartis manages
its liquidity risk on a consolidated basis based on business needs,
tax, capital or regulatory considerations, ifapp|icab|e,through numer-
ous sources of financing in order to maintain flexibility. Management
monitors the Group's net debt or liquidity position through rolling
forecasts on the basis of expected cash flows.
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ª Ó×ËªÔÓ×Í ªªªÍ éËËªÔÓ×Í Ìªª Ó×Ëª7ËÎéªª §ÓÍÎÖª
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ª ú$ÍªÖËÌÌªÍ Î×ªªªú$ÍªÖËÌÌªÍ Î×ªªªú$ÍªÖËÌÌªÍ Î×ªªª °$ËªÎëÍËéªªª ª
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ü·½À»̧ó½¼½Ää»¾̧ å̧ȩ̀èßÅ¸¸ ¸¸ ¸¸ ¸¸ å̧ȩ̀èßÅ¸
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¼»½·#
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The consolidated balance sheet amounts of financial liabilities included in the above analysis are not materially different to the contractual
amounts due on maturity. The positive and negative fair values on derivative financial instruments represent the net contractual amounts
to be exchanged at maturity.

The Group's contractual undiscounted potential cash flows from derivative financial instruments to be settled on a gross basis are as
follows:

 
Due later than Due later than

Due or due one month three months
within but less than but less than

one month three months one year Total
December 31, 2012 USD millions USD millions USD millions USD millions
Derivative financial instruments and accrued interest on derivative
financial instruments
Potential outflows in various currencies — from financial derivative liabilities — 3 483 — 3 691 — 2 330 — 9 504
Potential inflows in various currencies — from financial derivative assets 3 458 3 714 2 285 9 457

Other contractual liabilities which are not part of management's monitoring of the net debt or liquidity consist of the following items:

 
Due later than Due later than Due later than

one month three months one yearbut less than but less than but less than Due after
three months one year five years five years Total

December 31, 2012 USD millions USD millions USD millions USD millions USD millions
Contractual interest on non-current liabilities — 236 — 275 — 1 368 -1 082 — 2 961

Trade payables — 5 593 — 5 593

CAPITAL RISK MANAGEMENT long-term and A-1+ for short-term maturities. Fitch had a long-term
Novartis strives to maintain a strong credit rating. In managing its rating of AA and a short-term rating of F1+.
capital, Novartis focuses on maintaining a strong balance sheet. The Group’s debt/equity ratio improved slightly to 0.24:1 at
Moody's rated the Group as Aa3 for long-term maturities and P-1 for December 31, 2013 compared to 0.28:1 at the beginning of the
short-term maturities and Standard & Poor's had a rating of AA- for year.
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Èß#̧µù%õ%áùõB̧ù%ðüòbì?%üð̧å̧õÁÁùüùÜ%õB̧ÁùðáBÜðbò?ð̧ á́Ü%üù%b?ÁÊ

¤¥̄ ¬±ª¥§ª¦̈©m

üº»̧ô·¶Þó̧Þ¾»¾̧½̧Ý½äÞ»̧½¹̧·î¾í̧ íõòȨ̂Â¶ÃóÞ¹½¹î¶¿̧¹¶̧»¾¹îÃ½¹»̧¹º»̧

ó¶¹»¿¹î½ä̧¹»¿@À½¼̧ä¶¾¾̧î¿̧¹º»̧â½î·̧Ý½äÞ»̧¶â̧î¹¾̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾#

õ̧¹»¿@À½¼̧ó»·î¶À̧î¾̧Þ¾»À̧Ä»Â½Þ¾»̧¶â̧½¿̧½¾¾ÞÃó¹î¶¿̧¹º½¹̧¿¶¹̧½ää̧

ó¶¾î¹î¶¿¾̧Â¶ÞäÀ̧Ä»̧Þ¿À¶¿»̧î¿̧¶¿»̧À½¼̧ãîÝ»¿̧¹º»̧¾î0»̧¶â̧¹º»̧ó¶¾î¹î¶¿¾#̧

õó½·¹̧â·¶Ã Â̧¶¿¹î¿ã»¿¹̧Â¶¿¾îÀ»·½¹î¶¿Ç̧âî¿½¿Â»̧ä»½¾»̧¶Ääîã½¹î¶¿¾Ç̧½¿À̧

ä¶¿ã@¹»·Ãä̧¶½¿¾̧½¿À̧·»Â»îÝ½Ää»¾Ç̧½ÀÝ½¿Â»¾̧½¿À̧¾»ÂÞ·î¹¼̧À»ó¶¾î¹¾̧¹º»̧

iõò̧Â¶ÃóÞ¹½¹î¶¿̧î¿ÂäÞÀ»¾̧½ää̧âî¿½¿Âî½ä̧½¾¾»¹¾̧½¿À̧âî¿½¿Âî½ä̧äî½Äîäî¹î»¾̧

½¾̧¾»¹̧â¶·¹º̧½Ä¶Ý»̧î¿̧¹ºî¾̧%¶¹»#̧ü·½À»̧ó½¼½Ää»¾̧½¿À̧·»Â»îÝ½Ää»¾̧½·»̧

Â¶¿¾îÀ»·»À̧¶¿ä¼̧¹¶̧¹º»̧»ö¹»¿¹̧¹º»¼̧Â¶Ãó·î¾»̧½̧â¶·»îã¿̧ÂÞ··»¿Â¼̧»öó¶@

¾Þ·»#̧ù¿̧½ÀÀî¹î¶¿Ç̧Â¶ÃÃ¶Àî¹î»¾̧½·»̧î¿ÂäÞÀ»À̧î¿̧¹º»̧Â¶ÃóÞ¹½¹î¶¿#-

üº»̧iõò̧»¾¹îÃ½¹»¾̧½·»̧Ã½À»̧½¾¾ÞÃî¿ã̧¿¶·Ã½ä̧Ã½·í»¹̧Â¶¿Àî¹î¶¿¾Ç̧

Þ¾î¿ã̧½̧ßèe Â̧¶¿âîÀ»¿Â»̧î¿¹»·Ý½ä#̧üº»̧ô·¶Þó̧Þ¾»¾̧½̧fÁ»ä¹½̧%¶·Ã½äģ

Ã¶À»ä̧¹¶̧À»¹»·Ãî¿»̧¹º»̧¶Ä¾»·Ý»À̧î¿¹»·@·»ä½¹î¶¿¾ºîó¾̧Ä»¹/»»¿̧Ã¶Ý»@

Ã»¿¹¾̧î¿̧î¿¹»·»¾¹̧·½¹»¾Ç̧¾¹¶Âí̧Ã½·í»¹¾̧½¿À̧Ý½·î¶Þ¾̧ÂÞ··»¿Âî»¾#̧üº»¾»̧

î¿¹»·@·»ä½¹î¶¿¾ºîó¾̧½·»̧À»¹»·Ãî¿»À̧Ä¼̧¶Ä¾»·Ýî¿ã̧î¿¹»·»¾¹̧·½¹»Ç̧¾¹¶Âí̧

Ã½·í»¹̧Ã¶Ý»Ã»¿¹¾̧½¿À̧â¶·/½·À̧â¶·»îã¿̧ÂÞ··»¿Â¼̧·½¹»̧Ã¶Ý»Ã»¿¹¾̧

¶Ý»·̧½̧¾îö¹¼@À½¼̧ó»·î¶À̧â¶·̧¹º»̧Â½äÂÞä½¹î¶¿̧¶â̧iõò̧½Ã¶Þ¿¹¾#

üº»̧»¾¹îÃ½¹»À̧ó¶¹»¿¹î½ä̧¹»¿@À½¼̧ä¶¾¾̧î¿̧ó·»@¹½ö̧î¿Â¶Ã»̧â·¶Ã ¹̧º»̧

ô·¶Þód¾̧â¶·»îã¿̧ÂÞ··»¿Â¼̧î¿¾¹·ÞÃ»¿¹¾Ç̧¹º»̧»¾¹îÃ½¹»À̧ó¶¹»¿¹î½ä̧¹»¿@

À½¼̧ä¶¾¾̧¶â̧î¹¾̧»=Þî¹¼̧º¶äÀî¿ã¾Ç̧½¿À̧¹º»̧»¾¹îÃ½¹»À̧ó¶¹»¿¹î½ä̧¹»¿@À½¼̧

ä¶¾¾̧î¿̧â½î·̧Ý½äÞ»̧¶â̧î¹¾̧î¿¹»·»¾¹̧·½¹»̧¾»¿¾î¹îÝ»̧î¿¾¹·ÞÃ»¿¹¾̧́ó·îÃ½·îä¼̧

âî¿½¿Âî½ä̧À»Ä¹̧½¿À̧î¿Ý»¾¹Ã»¿¹¾̧¶â̧äî=ÞîÀ̧âÞ¿À¾̧Þ¿À»·̧¿¶·Ã½ä̧Ã½·í»¹̧

Â¶¿Àî¹î¶¿¾Ȩ̂½¾̧Â½äÂÞä½¹»À̧î¿̧¹º»̧iõò̧Ã¶À»ä̧½·»̧¹º»̧â¶ää¶/î¿ãh

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

õää̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ Æßè¸¸ ÆàÅ¸

ý���)����)���'(����þ�	� �� �

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧â¶·»îã¿̧ÂÞ··»¿Â¼̧¸ ¸¸ ¸

»öÂº½¿ã»̧·½¹»¾̧ ÆÅÆ¸¸ æÆ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧»=Þî¹¼̧Ã½·í»¹̧Ã¶Ý»Ã»¿¹¾̧ Èç¸¸ ñÉ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧î¿¹»·»¾¹̧·½¹»¾̧ ßÅ¸¸ àæ¸

üº»̧½Ý»·½ã»Ç̧ºîãºÇ̧½¿À̧ä¶/̧iõò̧½Ã¶Þ¿¹¾̧½·»̧½¾̧â¶ää¶/¾h

ª ¥2ËéÎ÷Ëªª +Õ÷ ªª Ó̄Aª

ÐÑ�Òª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

õää̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ Æàà¸¸ ÈÅà¸¸ ÆèÉ¸

ý���)����)���'(����þ�	� �� �� �

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧â¶·»îã¿̧¸ ¸¸ ¸¸ ¸

ÂÞ··»¿Â¼̧»öÂº½¿ã»̧·½¹»¾̧ Æèæ¸¸ Èññ¸¸ ÆÆè¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧»=Þî¹¼̧¸ ¸¸ ¸¸ ¸

Ã½·í»¹̧Ã¶Ý»Ã»¿¹¾̧ Åß¸¸ èæ¸¸ Èñ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧î¿¹»·»¾¹̧·½¹»¾̧ ÆÆè¸¸ Æßè¸¸ æà¸

ª ¥2ËéÎ÷Ëªª +Õ÷ ªª Ó̄Aª

ÐÑ�Ðª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

õää̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ ÈæÈ¸¸ ÅèÆ¸¸ ÆàÅ¸

ý���)����)���'(����þ�	� �� �� �

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧â¶·»îã¿̧¸ ¸¸ ¸¸ ¸

ÂÞ··»¿Â¼̧»öÂº½¿ã»̧·½¹»¾̧ ÆñÆ¸¸ Èèè¸¸ æÆ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧»=Þî¹¼̧¸ ¸¸ ¸¸ ¸

Ã½·í»¹̧Ã¶Ý»Ã»¿¹¾̧ ñÆ¸¸ èß¸¸ ÅÉ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧î¿¹»·»¾¹̧·½¹»¾̧ ßÅ¸¸ ÆÈß¸¸ èç¸

üº»̧iõò̧Â¶ÃóÞ¹½¹î¶¿̧î¾̧½̧·î¾í̧½¿½ä¼¾î¾̧¹¶¶ä̧À»¾îã¿»À̧¹¶̧¾¹½¹î¾¹îÂ½ää¼̧

»¾¹îÃ½¹»̧¹º»̧Ã½öîÃÞÃ ó̧¶¹»¿¹î½ä̧¹»¿̧À½¼̧ä¶¾¾̧â·¶Ã ½̧ÀÝ»·¾»̧Ã¶Ý»@

Ã»¿¹¾̧î¿̧â¶·»îã¿̧ÂÞ··»¿Â¼̧»öÂº½¿ã»̧·½¹»¾Ç̧»=Þî¹¼̧ó·îÂ»¾̧½¿À̧î¿¹»·»¾¹̧

·½¹»¾̧Þ¿À»·̧¿¶·Ã½ä̧Ã½·í»¹̧Â¶¿Àî¹î¶¿¾#̧üº»̧Â¶ÃóÞ¹½¹î¶¿̧À¶»¾̧¿¶¹̧

óÞ·ó¶·¹̧¹¶̧·»ó·»¾»¿¹̧½Â¹Þ½ä̧ä¶¾¾»¾̧î¿̧â½î·̧Ý½äÞ»̧¶¿̧»½·¿î¿ã¾̧¹¶̧Ä»̧

î¿ÂÞ··»À̧Ä¼̧¹º»̧ô·¶ÞóÇ̧¿¶·̧À¶»¾̧î¹̧Â¶¿¾îÀ»·̧¹º»̧»ââ»Â¹̧¶â̧â½Ý¶·½Ää»̧

Âº½¿ã»¾̧î¿̧Ã½·í»¹̧·½¹»¾#̧üº»̧ô·¶Þó̧Â½¿¿¶¹̧ó·»ÀîÂ¹̧½Â¹Þ½ä̧âÞ¹Þ·»̧

Ã¶Ý»Ã»¿¹¾̧î¿̧¾ÞÂº̧Ã½·í»¹̧·½¹»¾̧½¿À̧î¹̧À¶»¾̧¿¶¹̧Âä½îÃ¹̧º½¹̧¹º»¾»̧iõò̧

·»¾Þä¹¾̧½·»̧î¿ÀîÂ½¹îÝ»̧¶â̧âÞ¹Þ·»̧Ã¶Ý»Ã»¿¹¾̧î¿̧¾ÞÂº̧Ã½·í»¹̧·½¹»¾̧¶·̧¹¶̧

Ä»̧·»ó·»¾»¿¹½¹îÝ»̧¶â̧½¿¼̧½Â¹Þ½ä̧îÃó½Â¹̧¹º½¹̧âÞ¹Þ·»̧Âº½¿ã»¾̧î¿̧Ã½·í»¹̧

·½¹»¾̧Ã½¼̧º½Ý»̧¶¿̧¹º»̧ô·¶Þód¾̧âÞ¹Þ·»̧·»¾Þä¹¾̧¶â̧¶ó»·½¹î¶¿¾̧¶·̧âî¿½¿@

Âî½ä̧ó¶¾î¹î¶¿#

ù¿̧½ÀÀî¹î¶¿̧¹¶̧¹º»¾»̧iõò̧½¿½ä¼¾»¾Ç̧¹º»̧ô·¶Þó̧Þ¾»¾̧¾¹·»¾¾̧¹»¾¹î¿ã̧

¹»Âº¿î=Þ»¾̧¹º½¹̧½îÃ ¹̧¶̧·»âä»Â¹̧½̧/¶·¾¹̧Â½¾»̧¾Â»¿½·î¶̧¶¿̧¹º»̧Ã½·í»¹@

½Ää»̧¾»ÂÞ·î¹î»¾̧/ºîÂº̧½·»̧Ã¶¿î¹¶·»À̧Ä¼̧ô·¶Þó̧ü·»½¾Þ·¼#̧µ¶·̧¹º»¾»̧

Â̧½äÂÞä½¹î¶¿¾Ç̧¹º»̧ô·¶Þó̧Þ¾»¾̧¹º»̧¾îö@Ã¶¿¹º¾̧ó»·î¶À̧/î¹º̧¹º»̧/¶·¾¹̧

ó»·â¶·Ã½¿Â»̧¶Ä¾»·Ý»À̧¶Ý»·̧¹º»̧ó½¾¹̧¹/»¿¹¼̧¼»½·¾̧î¿̧»½Âº̧Â½¹»ã¶·¼#̧

µ¶·̧ÈÉÆÅ̧½¿À̧ÈÉÆÈÇ̧¹º»̧/¶·¾¹̧Â½¾»̧ä¶¾¾̧¾Â»¿½·î¶̧/½¾̧Â½äÂÞä½¹»À̧½¾̧

â¶ää¶/¾h

ª ÐÑ�Òªª ÐÑ�Ðª

ª ¬©°ªÔÕÖÖÕÓ×Ìªª¬©°ªÔÕÖÖÕÓ×Ìª

õää̧âî¿½¿Âî½ä̧î¿¾¹·ÞÃ»¿¹¾̧ Èñ¸¸ Èàñ¸

ý���)����)���'(����þ�	� �� �

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧â¶·»îã¿̧ÂÞ··»¿Â¼̧¸ ¸¸ ¸

»öÂº½¿ã»̧·½¹»¾̧ ç¸¸ ÈÆÈ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧»=Þî¹¼̧Ã½·í»¹̧Ã¶Ý»Ã»¿¹¾̧ ÆÈ¸¸ Èæ¸

ù¿¾¹·ÞÃ»¿¹¾̧¾»¿¾î¹îÝ»̧¹¶̧î¿¹»·»¾¹̧·½¹»¾̧ è¸¸ ñæ¸

ù¿̧¹º»̧ô·¶Þód¾̧·î¾í̧½¿½ä¼¾î¾Ç̧%¶Ý½·¹î¾̧Â¶¿¾îÀ»·»À̧¹ºî¾̧/¶·¾¹̧Â½¾»̧¾Â»@

¿½·î¶̧½ÂÂ»ó¹½Ää»̧½¾̧î¹̧Â¶ÞäÀ̧·»ÀÞÂ»̧î¿Â¶Ã»Ç̧ÄÞ¹̧/¶ÞäÀ̧¿¶¹̧»¿À½¿ã»·̧

¹º»̧¾¶äÝ»¿Â¼̧¶·̧¹º»̧î¿Ý»¾¹Ã»¿¹̧ã·½À»̧Â·»Àî¹̧¾¹½¿Àî¿ã̧¶â̧¹º»̧ô·¶Þó#
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Ð¡Ù������������ ¡�¢� £¤���¥�¦§̈ ¥©¦������̈ ª�§¡�� ¤«���©�����¦̈ ����¬��¬¡®¡§¡̈ �̄ °°���©�����¦̈ ���� ��¦©�� £±°���©�²��¬¦̈ ¡�������̈ � ³́ µ¶·¶̧¹º»º¼¹»½¶¾¿ÀÁ¾Â

%¶¹»¾̧¹¶̧¹º»̧%¶Ý½·¹î¾̧ô·¶Þó̧á¶¿¾¶äîÀ½¹»À̧µî¿½¿Âî½ä̧ð¹½¹»Ã»¿¹¾

ÅÉ#̧ÈÉÆȨ̀õ%Á̧ÈÉÆÆ̧ò?ðüõü?ì?%ü̧ù%µÜòìõüùÜ%

³̈¥®§ª£²ª̈¢§¦£°¬®̈¢«ª¦±¤̈©±°ª¥®®£¬¢§̈¢«ª©§¥¢°¥¦°ª£¢ª

±³̄ £5±±ª�±¢±²̈§©ª̈¢ªÐÑ�Ò

üº»̧ô·¶Þó̧î¿¹·¶ÀÞÂ»À̧¹º»̧·»Ýî¾»À̧ùµòð̧½ÂÂ¶Þ¿¹î¿ã̧¾¹½¿À½·À̧ùõð̧Æß̧

¶¿̧&'(��)���*�����þ�̧¶¿̧a½¿Þ½·¼̧ÆÇ̧ÈÉÆÅ#̧üº»̧ó·î¿Âîó½ä̧îÃó½Â¹̧¶â̧¹ºî¾̧

î¾̧¹º½¹̧¹º»̧·»¹Þ·¿̧¶¿̧ó»¿¾î¶¿̧óä½¿̧½¾¾»¹¾̧½¿À̧¹º»̧î¿¹»·»¾¹̧Â½äÂÞä½¹»À̧

¶¿̧¹º»̧À»âî¿»À̧Ä»¿»âî¹̧¶Ääîã½¹î¶¿¾̧¿¶/̧Þ¾»̧¹º»̧¾½Ã»̧î¿¹»·»¾¹̧·½¹»̧

·»âä»Â¹î¿ã̧¹º»̧ÂÞ··»¿¹̧Ã½·í»¹̧¼î»äÀ̧¶â̧ºîãº@=Þ½äî¹¼̧Â¶·ó¶·½¹»̧Ä¶¿À¾#̧

>·»Ýî¶Þ¾ä¼̧¹º»̧·»¹Þ·¿̧¶¿̧óä½¿̧½¾¾»¹¾̧/½¾̧Â½äÂÞä½¹»À̧Ä½¾»À̧¶¿̧¹º»̧

ºîãº»·̧ä¶¿ã@¹»·Ã »̧öó»Â¹»À̧·»¹Þ·¿̧¶¿̧½¾¾»¹¾Ç̧¾¶̧¹º»̧½À¶ó¹î¶¿̧¶â̧¹º»̧

¿»/̧½ÂÂ¶Þ¿¹î¿ã̧¾¹½¿À½·À̧î¿Â·»½¾»¾̧¹º»̧½¿¿Þ½ä̧Â¶¾¹̧¶â̧ó¶¾¹@»Ãóä¶¼@

Ã»¿¹̧Ä»¿»âî¹¾̧î¿ÂäÞÀ»À̧î¿̧á¶·ó¶·½¹»̧Ü¹º»·̧?öó»¿¾»#̧ù¹̧º½¾̧½ä¾¶̧Ä»»¿̧

·»=Þî·»À̧¹¶̧·»¾¹½¹»̧â¶·̧¹º»̧½Ã¶·¹î0½¹î¶¿̧¶â̧ó·»Ýî¶Þ¾ä¼̧Þ¿·»Â¶ã¿î0»À̧

ó½¾¹̧¾»·ÝîÂ»̧Â·»Àî¹¾#̧õ¾̧·»=Þî·»À̧Ä¼̧¹º»̧¿»/̧¾¹½¿À½·ÀÇ̧¹º»̧ô·¶Þód¾̧

ÈÉÆȨ̀Â¶¿¾¶äîÀ½¹»À̧âî¿½¿Âî½ä̧¾¹½¹»Ã»¿¹¾̧º½Ý»̧Ä»»¿̧·»¹·¶¾ó»Â¹îÝ»ä¼̧

·»¾¹½¹»À̧¹¶̧·»âä»Â¹̧¹º»¾»̧Âº½¿ã»¾#̧µ¶·̧¹º»̧âÞää̧¼»½·̧ÈÉÆÈÇ̧¹º»̧îÃó½Â¹̧

¶â̧¹º»¾»̧·»¾¹½¹»Ã»¿¹¾̧î¾̧½¿̧½ÀÀî¹î¶¿½ä̧»öó»¿¾»̧¶â̧bðÁ-ÅÆà̧Ãîääî¶¿̧

Ä»â¶·»̧¹½ö̧́bðÁ-ÈÅȩ̀Ãîääî¶¿̧½â¹»·̧¹½öÊÇ̧¶ââ¾»¹̧Ä¼̧½¿̧½À.Þ¾¹Ã»¿¹̧¶â̧¹º»̧

½Â¹Þ½·î½ä̧ä¶¾¾»¾̧·»Â¶ã¿î0»À̧î¿̧Â¶¿¾¶äîÀ½¹»À̧Â¶Ãó·»º»¿¾îÝ»̧î¿Â¶Ã»#

µÞ·¹º»·Ã¶·»Ç̧¹º»̧·»Ýî¾»À̧ùõð̧Æß̧·»=Þî·»¾̧¹º»̧îÃÃ»Àî½¹»̧·»Â¶ã@

¿î¹î¶¿̧¶â̧ó½¾¹̧¾»·ÝîÂ»̧Â¶¾¹¾̧î¿̧¹º»̧Â¶¿¾¶äîÀ½¹»À̧î¿Â¶Ã»̧¾¹½¹»Ã»¿¹Ç̧

/ºîÂº̧/»·»̧ó·»Ýî¶Þ¾ä¼̧¶¿ä¼̧·»Â¶ã¿î0»À̧Þó¶¿̧Ý»¾¹î¿ã#̧ÁÞ»̧¹¶̧¹º»̧

·»=Þî·»À̧·»¹·¶½Â¹îÝ»̧îÃóä»Ã»¿¹½¹î¶¿̧¶â̧·»Ýî¾»À̧ùõð̧ÆßÇ̧%¶Ý½·¹î¾̧º½¾̧

·»¾¹½¹»À̧î¹¾̧a½¿Þ½·¼̧ÆÇ̧½¿À̧Á»Â»ÃÄ»·̧ÅÆÇ̧ÈÉÆȨ̀Â¶¿¾¶äîÀ½¹»À̧̧Ä½ä½¿Â»̧

¾º»»¹¾̧¾¶̧¹º½¹̧ó½¾¹̧¾»·ÝîÂ»̧Â·»Àî¹¾̧¶â̧bðÁ-çç̧Ãîääî¶¿̧½¿À̧bðÁ-æß̧

Ãîääî¶¿Ç̧·»¾ó»Â¹îÝ»ä¼̧¿»¹̧/»·»̧·»Â¶ã¿î0»À̧½ã½î¿¾¹̧¶¹º»·̧¿¶¿@ÂÞ··»¿¹̧

äî½Äîäî¹î»¾̧/î¹º̧½̧Â¶··»¾ó¶¿Àî¿ã̧î¿Â·»½¾»̧î¿̧Â¶¿¾¶äîÀ½¹»À̧»=Þî¹¼#̧üº»̧

·»ä½¹»À̧¹½ö̧îÃó½Â¹̧½Ã¶Þ¿¹»À̧¹¶̧bðÁ-Èà̧Ãîääî¶¿̧½¿À̧bðÁ-Èȩ̀Ãîä@

äî¶¿Ç̧·»¾ó»Â¹îÝ»ä¼#

õÀÀî¹î¶¿½ää¼Ç̧½¾̧ó½·¹̧¶â̧¹º»̧îÃóä»Ã»¿¹½¹î¶¿̧¶â̧¹º»̧·»Ýî¾»À̧¾¹½¿@

À½·ÀÇ̧%¶Ý½·¹î¾̧º½¾̧½ä¾¶̧·»Âä½¾¾îâî»À̧bðÁ-ÈÉȨ́Ãîääî¶¿̧â·¶Ã Â̧¶¿¾¶äî@

À½¹»À̧·»¹½î¿»À̧»½·¿î¿ã¾̧¹¶̧½Â¹Þ½·î½ä̧ä¶¾¾»¾̧½¾̧¶â̧a½¿Þ½·¼̧ÆÇ̧ÈÉÆÈ#
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30. 2012 AND 2011 RESTATEMENT INFORMATION

IMPACT OF INTRODUCING REVISED ACCOUNTING STANDARD ON
EMPLOYEE BENEFITS IN 2013

The Group introduced the revised IFRS accounting standard IAS 19
on Employee Benefits on January 1, 2013. The principal impact of this
is that the return on pension plan assets and the interest calculated
on the defined benefit obligations now use the same interest rate
reflecting the current market yield of high-quality corporate bonds.
Previously the return on plan assets was calculated based on the
higher long-term expected return on assets, so the adoption of the
new accounting standard increases the annual cost of post-emp|oy-
ment benefits included in Corporate Other Expense. It has also been
required to restate for the amortization of previously unrecognized
past service credits. As required by the new standard, the Group's
2012 consolidated financial statements have been retrospectively
restated to reflect these changes. For the full year 2012, the impact
of these restatements is an additional expense of USD 318 million

before tax (USD 235 million after tax), offset by an adjustment of the
actuarial losses recognized in consolidated comprehensive income.

Furthermore, the revised IAS 19 requires the immediate recog-
nition of past service costs in the consolidated income statement,
which were previously only recognized upon vesting. Due to the
required retroactive implementation of revised IAS 19, Novartis has
restated its January 1, and December31, 2012 consolidated balance
sheets so that past service credits of USD 77 million and USD 69
million, respectively net were recognized against other non-current
liabilities with a corresponding increase in consolidated equity. The
related tax impact amounted to USD 28 million and USD 25 mil-
lion, respectively.

Additionally, as part of the implementation of the revised stan-
dard, Novartis has also reclassified USD 200 million from consoli-

dated retained earnings to actuarial losses as of January 1, 2012.

EXTRACT OF RESTATED 2012 CONSOLIDATED INCOME STATEMENT INFORMATION

Published Restated
2012 Adjustment 2012

USD millions USD millions USD millions
Other income 1 187 — 138 1 049

Other expense -1 859 — 180 — 2 039
Operating income 11 511 - 318 11 193
Income before taxes 11 243 - 318 10 925
Taxes — 1 625 83 — 1 542
Net income 9 618 - 235 9 383
Attributable to:

Shareholders of Novartis AG 9 505 — 235 9 270

Non-controlling interests 113 113

Basic earnings per share (USD) 3.93 — 0.10 3.83

Diluted earnings per share (USD) 3.89 — 0.10 3.79

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Novartis Group Consolidated Financial Statements
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---ìî¾¾î¾¾½Þã½Ç̧Ü¿¹½·î¶̧ áõÁ̧È¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧õ¿îÃ½ä̧j»½ä¹º̧á½¿½À½̧ù¿Â#Ç̧áº½·ä¶¹¹»¹¶/¿Ç̧̧ ¸¸ ¸¬ ®¸

--->·î¿Â»̧?À/½·À̧ù¾ä½¿À̧ áõÁ̧È¸¸ ÆÉÉ¸¬ ®̄¸

® ÕÖȨ̈ ¸¸ ¸̧

%¶Ý½·¹î¾̧áºîä»̧ð#õ#Ç̧ð½¿¹î½ã¶̧À»̧áºîä»̧ áB>̧È#Ȩ́Ä¿¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧B½Ä¶·½¹¶·î¶¾̧áºîä»̧BîÃî¹½À½Ç̧ð½¿¹î½ã¶̧À»̧áºîä»̧ áB>̧È#Ȩ́Ä¿¸¸ ÆÉÉ¸¬ ¸

® Õ×Î̧ ¸¸ ¸̧

c»î.î¿ã̧%¶Ý½·¹î¾̧>º½·Ã½̧á¶#Ç̧B¹À#Ç̧c»î.î¿ã̧ bðÁ̧ÅÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±¸

%¶Ý½·¹î¾̧>º½·Ã½Â»Þ¹îÂ½ä¾̧́j}Ȩ̂BîÃî¹»ÀÇ̧j¶¿ã̧}¶¿ã̧ j}Á̧ÈÉÉ¸¸ ÆÉÉ¸¬ ¸

áºî¿½̧%¶Ý½·¹î¾̧ù¿¾¹î¹Þ¹»¾̧â¶·̧cî¶ì»ÀîÂ½ä̧ò»¾»½·Âº̧¸ ¸¸ ¸® ¸

---á¶#̧B¹À#Ç̧ðº½¿ãº½î̧ bðÁ̧ÆÅÅ#Ȩ́Ã¸¸ ÆÉÉ¸® ¯¸

ðÞ0º¶Þ̧%¶Ý½·¹î¾̧>º½·Ã½̧ü»Âº¿¶ä¶ã¼̧á¶#̧B¹À#Ç̧̧ ¸¸ ¸® ¸

---áº½¿ã¾ºÞ̧ bðÁ̧ßç#ņ̃Ã¸¸ ÆÉÉ¸® ±¸

ðº½¿ãº½î̧%¶Ý½·¹î¾̧ü·½Àî¿ã̧B¹À#Ç̧ðº½¿ãº½î̧ bðÁ̧È#ȩ̀Ã¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧j¶¿ã̧}¶¿ã̧BîÃî¹»ÀÇ̧j¶¿ã̧}¶¿ã̧ j}Á̧çç̧ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧ á́ºî¿½Ȩ̂Üóº¹º½äÃîÂ̧>·¶ÀÞÂ¹̧á¶#Ç̧B¹À#Ç̧c»î.î¿ã̧ bðÁ̧È#Ȩ̀Ã¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧́áºî¿½Ȩ̂>º½·Ã½Â»Þ¹îÂ½ä̧á¶#Ç̧B¹À#Ç̧ ¸¸ ¸¬ ®¸

---¥º¶¿ã¾º½¿̧ bðÁ̧ÈÈ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±¸

%¶Ý½·¹î¾̧i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾̧́j}Ȩ̂B¹À#Ç̧j¶¿ã̧}¶¿ã̧j}Á̧àÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±¸

¥º».î½¿ã̧üî½¿¼Þ½¿̧cî¶@>º½·Ã½Â»Þ¹îÂ½ä̧á¶#Ç̧B¹À#Ç̧ ¸¸ ¸¬ ®¸

---j½¿ã0º¶Þ̧ á%|̧ñæ#à̧Ã¸¸ àè¸¬ ®±¸

ðº½¿ãº½î̧%¶Ý½·¹î¾̧õ¿îÃ½ä̧j»½ä¹º̧á¶#Ç̧B¹À#Ç̧ðº½¿ãº½î̧ ájµ̧ÈÆ#æ̧Ã¸¸ ÆÉÉ¸¬ ®±¸

ª © ÎéË�êÎÕÏ6Õ×ªª ±8$ÕÍ7ªª ¸

¥ÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª øÎêÕÍÎÖªª�ªÕ×ÍËéËÌÍª~ªª ¥øÍÕ2ÕÍÕËÌ¸

®ÓÖÓÔúÕÎ̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧À»̧á¶ä¶ÃÄî½̧ð#õ#Ç̧ð½¿¹½âµ̧À»̧c¶ã¶¹¶̧ áÜ>̧ç#ß̧Ä¿¸¸ ÆÉÉ¸¬ ®±¸

B½Ä¶·½¹¶·î¶¾̧õäÂ¶¿̧À»̧á¶ä¶ÃÄî½̧ð#õ#Ç̧ð½¿¹½âµ̧À»̧c¶ã¶¹¶̧áÜ>̧ÈÉ#ß̧Ã¸¸ ÆÉÉ¸¬ ¸

®éÓÎÍÕÎ̧ ¸¸ ¸̧

ð½¿À¶0̧À#¶#¶#Ç̧¥½ã·»Ä̧ jò}̧Èè#æ̧Ã¸¸ ÆÉÉ¸¬ ¸

®lËø ª¦Ëê$úÖÕø̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧¾#·#¶#Ç̧>·½ãÞ»̧ á¥}̧èÆ#ȩ̀Ã¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧¾#·#¶#Ç̧>·½ãÞ»̧ á¥}̧ññ#ç̧Ã¸¸ ÆÉÉ¸¬ ¸

°Ë×ÔÎé�̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧j»½ä¹ºÂ½·»̧õ1ðÇ̧á¶ó»¿º½ã»¿̧ Á}}̧Æñ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧õ1ðÇ̧á¶ó»¿º½ã»¿̧ Á}}̧à#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

±ø$ÎÏÓȩ́ ¸¸ ¸̧

%¶Ý½·¹î¾̧?ÂÞ½À¶·̧ð#õ#Ç̧nÞî¹¶̧ bðÁ̧ñ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

±÷7êÍ̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧>º½·Ã½̧ð#õ#?#Ç̧á½î·¶̧ ?ô>̧ÅÅ#à̧Ã¸¸ ßß¸¬ ®±¸

ð½¿À¶0̧?ã¼ó¹̧>º½·Ã½̧ð#õ#?#Ç̧%»/̧á½î·¶̧ ?ô>̧ÈèȨ́ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

²Õ×ÖÎ×Ï̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧µî¿ä½¿À̧Ü¼Ç̧?¾ó¶¶̧ ?bò̧ñèß̧ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧µî¿ä½¿À̧Ü¼Ç̧i½¿¹½½̧ ?bò̧àņ̃Éßñ¸¸ ÆÉÉ¸¬ ¸

²éÎ×øȨ̈ ¸¸ ¸̧

%¶Ý½·¹î¾̧ô·¶Þó»̧µ·½¿Â»̧ð#õ#Ç̧òÞ»îä@ì½äÃ½î¾¶¿̧ ?bò̧ÆÉÅ#Ȩ́Ã¸¸ ÆÉÉ¸¬ °¸

%¶Ý½·¹î¾̧>º½·Ã½̧ð#õ#ð#Ç̧òÞ»îä@ì½äÃ½î¾¶¿̧ ?bò̧ñÅ#ņ̃Ã¸¸ ÆÉÉ¸¬ ®±®̄¸

B½Ä¶·½¹¶î·»¾̧õäÂ¶¿̧ð#õ#Ç̧òÞ»îä@ì½äÃ½î¾¶¿̧ ?bò̧ÆÈ#ß̧Ã¸¸ ÆÉÉ¸¬ ®±¸

ð½¿À¶0̧ð#õ#ð#Ç̧B»Ý½ää¶î¾@>»··»¹̧ ?bò̧è#ņ̃Ã¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾̧ð#õ#ð#Ç̧ðÞ·»¾¿»¾̧ ?bò̧Æ#ȩ̀Ã¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧ð½¿¹µ̧µ½Ãîäî½ä»̧ð#õ#ð#Ç̧òÞ»îä@ì½äÃ½î¾¶¿̧ ?bò̧ÈÆ#ß̧Ã¸¸ ÆÉÉ¸¬ ®±¸

%¶Ý½·¹î¾̧ð½¿¹µ̧õ¿îÃ½ä»̧ð#õ#ð#Ç̧òÞ»îä@ì½äÃ½î¾¶¿̧ ?bò̧ßÉȨ́ÉÉÉ¸¸ ÆÉÉ¸¬ ®±¸

«ËéÔÎ×7̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧Á»Þ¹¾Âºä½¿À̧ôÃÄjÇ̧o»º·̧ ?bò̧Æèè#ȩ̀Ã¸¸ ÆÉÉ¸¬ °¸

%¶Ý½·¹î¾̧>º½·Ã½̧ôÃÄjÇ̧%Þ·»ÃÄ»·ã̧ ?bò̧Èè#æ̧Ã¸¸ ÆÉÉ¸¬ ®̄¸

%¶Ý½·¹î¾̧>º½·Ã½̧>·¶ÀÞí¹î¶¿¾̧ôÃÄjÇ̧o»º·̧ ?bò̧È#Ȩ́Ã¸¸ ÆÉÉ¸® ±¸

õäÂ¶¿̧>º½·Ã½̧ôÃÄjÇ̧µ·»îÄÞ·ã̧ ?bò̧èÆȨ̀ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

o½Ý»Bîãº¹̧ôÃÄjÇ̧?·ä½¿ã»¿̧ ?bò̧æ#æ̧Ã¸¸ ÆÉÉ¸¬ ¸

áùcõ̧iî¾î¶¿̧ôÃÄjÇ̧ô·¶¾¾/½ää¾¹½À¹̧ ?bò̧Æè#ņ̃Ã¸¸ ÆÉÉ¸¬ ®±®̄¸

ð½¿À¶0̧ù¿¹»·¿½¹î¶¿½ä̧ôÃÄjÇ̧j¶ä0íî·Âº»¿̧ ?bò̧ÆÉȨ́ÉÉÉ¸¸ ÆÉÉ¸¬ °¸

ð½¿À¶0̧>º½·Ã½Â»Þ¹îÂ½ä¾̧ôÃÄjÇ̧j¶ä0íî·Âº»¿̧ ?bò̧è#Æ̧Ã¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧ù¿ÀÞ¾¹·î½ä̧>·¶ÀÞÂ¹¾̧ôÃÄjÇ̧µ·½¿íâÞ·¹̧½#̧ì#̧ ?bò̧È#æ̧Ã¸¸ ÆÉÉ¸¬ ®±¸

Æ̧õ̧>º½·Ã½̧ôÃÄjÇ̧ÜÄ»·º½Âºî¿ã̧ ?bò̧Èæ̧ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

ð½äÞ¹½¾̧>º½·Ã½̧ôÃÄjÇ̧c½·ä»Ä»¿̧ ?bò̧ñÈ#Æ̧Ã¸¸ ÆÉÉ¸¬ ®±¸

j»ö½ä̧õôÇ̧j¶ä0íî·Âº»¿̧ ?bò̧ßÅ#ç̧Ã¸¸ ÆÉÉ¸¬ °¬®±®̄¸

%¶Ý½·¹î¾̧i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾̧ôÃÄjÇ̧ì½·ÄÞ·ã̧ ?bò̧è#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±®̄¸

%¶Ý½·¹î¾̧i½ÂÂî¿»¾̧i»·¹·î»Ä¾̧ôÃÄjÇ̧j¶ä0íî·Âº»¿̧ ?bò̧Èæ̧ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧á¶¿¾ÞÃ»·̧j»½ä¹º̧ôÃÄjÇ̧ìÞ¿îÂº̧ ?bò̧Æñ#æ̧Ã¸¸ ÆÉÉ¸¬ ®±®̄¸

%¶Ý½·¹î¾̧üî»·ã»¾Þ¿Àº»î¹̧ôÃÄjÇ̧ìÞ¿îÂº̧ ?bò̧Èèæ̧ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

Büð̧B¶ºÃ½¿¿̧üº»·½óî»@ð¼¾¹»Ã»̧õôÇ̧õ¿À»·¿½Âº̧ ?bò̧ÅÆ#Ȩ̀Ã¸¸ ñÅ¸¬ °¸

«ÕúéÎÖÍÎȩ́ ¸¸ ¸̧

%¶Ýî¾¹½̧ù¿¾Þ·½¿Â»̧BîÃî¹»ÀÇ̧ôîÄ·½ä¹½·̧ ájµ̧ÆÅÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ °¸

«éËËøȨ̈ ¸¸ ¸̧

%¶Ý½·¹î¾̧́j»ää½¾Ȩ̂ð#õ#á#ù#Ç̧ì»¹½Ã¶·óº¶¾î¾1õ¹º»¿¾̧ ?bò̧ÈÅ#ņ̃Ã¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧B½Ä¶·½¹¶·î»¾̧j»ää½¾̧á¶ÃÃ»·Âî½ä̧ï̧ù¿ÀÞ¾¹·î½ä̧ ¸¸ ¸¬ ¸

---ð#õ#Ç̧ì½·¶Þ¾¾î1õ¹º»¿¾̧ ?bò̧è#ç̧Ã¸¸ ÆÉÉ¸¬ ¸

+$×÷Îé7̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧jÞ¿ã½·¼̧j»½ä¹ºÂ½·»̧BîÃî¹»À̧Bî½Äîäî¹¼̧¸ ¸¸ ¸¬ ¸

---á¶Ãó½¿¼Ç̧cÞÀ½ó»¾¹̧ jbµ̧èñè#æ̧Ã¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧jÞ¿ã½·¼̧BîÃî¹»À̧Bî½Äîäî¹¼̧á¶Ãó½¿¼Ç̧cÞÀ½ó»¾¹̧jbµ̧ààÅ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

×̈ÏÕÎ̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧ù¿Àî½̧BîÃî¹»ÀÇ̧ìÞÃÄ½î̧ ù%ò̧Æèß#à̧Ã¸¸ çè¸¬ ¸

%¶Ý½·¹î¾̧j»½ä¹ºÂ½·»̧>·îÝ½¹»̧BîÃî¹»ÀÇ̧ìÞÃÄ½î̧ ù%ò̧æÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧B½Ä¶·½¹¶·î»¾̧́ù¿Àî½Ȩ̂>·îÝ½¹»̧BîÃî¹»ÀÇ̧c½¿ã½ä¶·»̧ ù%ò̧Æ#Æ̧Ä¿¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧>·îÝ½¹»̧BîÃî¹»ÀÇ̧ìÞÃÄ½î̧ ù%ò̧ÅÈ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±¸

×̈ÏÓ×ËÌÕÎ̧ ¸¸ ¸̧

>ü̧%¶Ý½·¹î¾̧ù¿À¶¿»¾î½Ç̧a½í½·¹½̧ ùÁò̧ç#ç̧Ä¿¸¸ ÆÉÉ¸¬ ®±¸

>ü̧áùcõ̧iî¾î¶¿̧c½¹½ÃÇ̧c½¹½Ã¸ ùÁò̧ÆÆ#ß̧Ä¿¸¸ ÆÉÉ¸® ±¸

é̈ËÖÎ×Ï̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧ù·»ä½¿À̧BîÃî¹»ÀÇ̧ÁÞÄäî¿̧ ?bò̧Èȩ̀ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧òî¿ã½¾íîÀÀ¼̧BîÃî¹»ÀÇ̧òî¿ã½¾íîÀÀ¼Ç̧̧ ¸¸ ¸® ¸

---á¶Þ¿¹¼̧á¶·í̧ ?bò̧È#Ȩ́Ã¸¸ ÆÉÉ¸® ±¸

õäÂ¶¿̧B½Ä¶·½¹¶·î»¾̧ù·»ä½¿À̧BîÃî¹»ÀÇ̧á¶·í̧áî¹¼̧ ?bò̧èñÆ̧ÈèÆ¸¸ ÆÉÉ¸® ±¸
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32. PRINCIPAL GROUP SUBSIDIARIES AND ASSOCIATED COMPANIES

 

 
 

 
S|iarelpa'd ' Equity Sliare/pa Equity

As at December 31, 2013 capltali interest 55 As at December 31, 2013 capital 1 interest %
Argentina Colombia
Novartis Argentina S.A., Buenos Aires ARS 231.3 m 100 Novartis de Colombia S.A., Santafé de Bogota COP 7.9 bn 100 OV
Alcon Laboratorios Argentina S.A., Buenos Aires ARS 80.0 m 100 Laboratorios Alcon de Colombia S.A., Santafé de Bogota COP 20.9 m 100 O
Sandoz S.A., Buenos Aires ARS 182.7 m 100 Croatia
Australia Sandoz d.o.0., Zagreb HRK 25.6 m 100 O
Novartis Australia Pty Ltd., North Ryde, NSW AUD 11.0 m 100 I clash Republic
Novartis Pharmaceuticals Australia Pty Ltd., Novartis 5_,_°_' Hague CZK 51_5 m 100 .

N°rtI‘ Rydei N_SW _ AUD 3'8 m 100 .9 Sandoz s.r.o., Prague CZK 44.7 m 100 O
Alcon Laboratories (Australia) Pty Ltd., DenmarkFrenchs Forest, NSW AUD 2.6 m 100 O _

Sandoz Pty Ltd” North Ryde, NSW AUD 115 m 100 . NovartlsAI-/lea|thcarehA/S, Copenhagen DEKEK140 m 100 ONovartis Consumer Health Australasia Pty Ltd., sand” 5' ewe" age" 8'0 m 00 .
Melbourne, Victoria AUD 7.6 m 100 OV Ecuador

Novartis Animal Health Australasia Pty Ltd., Novartis Ecuador S-A-. Quito USD 4-0 rn 100 0
North Ryde, NSW AUD 3.0 rn 100 OA Egypt

Austria Novartis Pharma S.A.E., Cairo EGP 33.8 m 99 OV
Novartis Austria GmbH, Vienna EUR 1_0 m 100 I Sandoz Egypt Pharma S.A.E., New Cairo EGP 250 000 100 O
Novartis Pharma GmbH, Vienna EUR 1.1 rn 100 O Finiand
Sandoz GmbH, Kundl EUR 32-7 rrr 100 "VA Novartis Finland Oy, Espoo EUR 459 000 100 9
EBEWE Pharma Ges-rn-b-H Nfe-. Unterach arn Alcon Finland 0y, vantaa EUR 84 094 100 9

Attersee EUR 1.0 m 100 OVA France
Bangladesh Novartis Groupe France S.A., Ruei|—Ma|maison EUR 103.0 m 100 I
Novartis (Bangladesh) Limited, Dhaka BDT 162.5 m 60 OV Novartis Pharma S.A.S., Rueil-Malmaison EUR 43.4 m 100 OVA
Belgium Laboratoires Alcon S.A., Rueil-Malmaison EUR 12.9 m 100 OV
N.V. Novartis Pharma S.A., Vilvoorde EUR 7.1 m 100 O Sandoz 5-A-5-l I-eV3II0i5-Pef|'5t EUR 5-4 |'|'| 100 9
S.A. Alcon-Couvreur N.V., Puurs EUR 360.6 m 100 OV Novartis Vaccines and Diagnostics S.A.S., Suresnes EUR 1.5 m 100 O
N_V_ Alcon s_A_, Vilvoorde EUR 141 856 100 O Novartis Santé Familiale S.A.S., Rueil-Malmaison EUR 21.9 m 100 OV
N_V_ Sandoz s_A_, Vilvoorde EUR 192 m 100 9 Novartis Santé Animale S.A.S., Rueil-Malmaison EUR 900 000 100 OV
N.V. Novartis Consumer Health S.A., Vilvoorde EUR 4.3 m 100 O Ge,-many
Bermuda Novartis Deutschland GmbH, Wehr EUR 155.5 m 100 I
Triangle International Reinsurance Ltd., Hamilton CHF 1.0 m 100 I Novartis Pharma GmbH, Nuremberg EUR 25-6 rri 100 OA
Novartis Securities Investment Ltd., Hamilton CHF 30 000 100 I Novartis Pharma Produktions GmbH, Wehr EUR 2-0 F" 100 V
Novartis International Pharmaceutical Ltd., Hamilton CHF 20 000 100 IOVA Alcon Pharma GmbH, Ffeibl-“'8 EUR 512 000 100 9
Trinity River Insurance Co.Ltd., Hamilton USD 370 000 100 I WaveLight GmbH, E|'I3n8e" EUR 5-5 |'‘'| 100 9
Bram CIBA Vision GmbH, Grosswallstadt EUR 15.4 m 100 OVA
N - B- - - _A_ - P I BRL 2 _ 1 Sandoz International GmbH, Holzkirchen EUR 100 000 100 I

Warns I°cIérIcIaS 33” au 0 . 65 0 m 00 ‘V Sandoz Pharmaceuticals GmbH, Holzkirchen EUR 5.1 m 100 OSandoz do Brasil lndustrla Farmacéutlca Ltda., _
cambé’ PR BRL 1900 m 100 .7‘ Sandoz Industrial Products GmbH, Frankfurt a. M. EUR 2.6 m 100 OV

N - A - I L _ e P I BRL _7 1 1 A Pharma GmbH, Oberhaching EUR 26000 100 O
c°Va:'5 Sande "ma Ida ’ 33° 3” ° 50 m 00 ‘V Salutas Pharma GmbH, Barleben EUR 42.1 m 100 ovaria a H I AG, H I k' h EUR 93.7 100 IOVA
N°"a'tI5 Pha""a°e“tI°aI5 Canada I"°'i D°""aI/ Nziizrtis Vaclciznerscafird Diagnostics GmbH, Marburg EUR 5.0 fr: 100 OVA

Quebec _ _ _ CAD 02 10° '9 Novartis Vaccines Vertriebs GmbH, Holzkirchen EUR 26 000 100 O
Alcon Canada Inc., Mississauga, Ontario CAD 0’ 100 9 Novartis Consumer Health GmbH Munich EUR 14.6 m 100 OVA
CIBA Vision Canada Inc., Mississauga, Ontario CAD 1 100 OV Novartis -I-iergasundheit GmbH’ Munich EUR 255 000 100 .
Sandoz Canada Inc., Boucherville, Quebec CAD 76.8 m 100 OVA i_-rs Lohmann Therapie-Systeme AG, Andernach EUR 31.2 m 43 I
Novartis Consumer Health Canada Inc., GibraltarMississauga, Ontario CAD 2 100 O _ _ _ _
Novartis Animal Health Canada Inc" Charlottetown’ Novista Insurance Limited, Gibraltar CHF 130.0 m 100 IPrince Edward Island CAD 2 100 OA Gfeelie
Chile Novartis (Hellas) S.A.C.|., Metamorphosis/Athens EUR 23.4 m 100 O
Novartis Chile s_A_’ Santiago da Chile CH, 20 bn 100 . Alcon Laboratories Hellas Commercial & Industrial
Alcon Laboratorios Chile Limitada, Santiago de Chile CLP 2.0 bn 100 9 5-’‘-r '‘’'‘'''°“‘5'”‘“‘°"5 5”“ 5-7 '" 1°° ‘
china """5"_'V , , _ __
Beiiing Novartis Pharma Co., Ltd., Beijing USD 30.0 m 100 ov N°"”'t" H””3a’>’ H°""”'°‘”° '-'""t°d '-""b""Y
Novartis Pharmaceuticals (HK) Limited, Hong Kong HKD 200 100 O Compfiny’ BudaLI?e5_t L, _|_ B LI”: 5455 "1 ioo .China Novartis Institutes for BioMedica| Research sand” “navy "mted 'ab' Ity C°r"pa"y' udapest U 883") m 00 .

Co. Ltd., Shanghai USD 133.0 m 100 A India
Suzhou Novartis Pharma Technology Co. Ltd., Novartis India Limited, Mumbai INR 159.3 m 75 O

Changshu USD 97.4 m 100 V Novartis Healthcare Private Limited, Mumbai INR 60.0 m 100 O
Shanghai Novartis Trading Ltd., Shanghai USD 2.5 m 100 O Alcon Laboratories (India) Private Limited, Bangalore INR 1.1 bn 100 O
Alcon Hong Kong Limited, Hong Kong HKD 77 000 100 O Sandoz Private Limited, Mumbai INR 32-0 |'‘'| 100 97
Alcon (China) Ophthalmic Product Co., Ltd., Beijing USD 2.2 rn 100 O indonesia
Sandoz (China) Pharmaceutical Co-. Ltd-. PT Novartis Indonesia, Jakarta IDR 7.7 bn 100 OV

Zhonsshan USD 22-0 rri 100 OV PT CIBA Vision Batam, Batam IDR 11.9 bn 100 v
Novartis Vaccines and Diagnostics (HK) Ltd., Hong Kong HKD 80.0 m 100 OV IrelandZhejiang Tianyuan Bio-Pharmaceutical Co., Ltd., . . . .

Hangzhou CNY 468 m 85 av zovartiis lare|andkL‘i“r:ltie_d, I;:U:I||:Rl- k_dd EUR 25 000 100 O. . . . ovar is ingas I y lml e , lngas I y,
Shanghai Novartis Animal Health Co., Ltd., Shanghai CHF 21.6 m 100 OV County Cork EUR 2.0 m 100 VAlcon Laboratories Ireland Limited, Cork City EUR 541251 100 V
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>·î¿Âîó½ä̧ô·¶Þó̧ðÞÄ¾îÀî½·î»¾̧½¿À̧õ¾¾¶Âî½¹»À̧á¶Ãó½¿î»¾

-̧-

ª © ÎéË�êÎÕÏ6Õ×ªª ±8$ÕÍ7ªª ¸

¥ÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª øÎêÕÍÎÖªª�ªÕ×ÍËéËÌÍª~ªª ¥øÍÕ2ÕÍÕËÌ¸

©AÕÍlËéÖÎ×Ïª!øÓ×ÍÕ×$ËÏ"̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧á¶¿¾ÞÃ»·̧j»½ä¹º̧ð#õ#Ç̧>·½¿ãî¿¾̧ ájµ̧ÅÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ °¬®±®̄¸

%¶Ý½·¹î¾̧á¶¿¾ÞÃ»·̧j»½ä¹º̧ðÂº/»î0̧õôÇ̧ò¶¹í·»Þ0̧ ájµ̧ÈèȨ́ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧õ¿îÃ½ä̧j»½ä¹º̧õôÇ̧c½¾»ä̧ ájµ̧ÆÉÆ̧ÉÉÉ¸¸ ÆÉÉ¸¬ °¬®±®̄¸

%¶Ý½·¹î¾̧á»¿¹·»̧À»̧ò»Âº»·Âº»̧ð½¿¹µ̧õ¿îÃ½ä»̧ð#õ#Ç̧ ¸¸ ¸® ¸

---ð¹#̧õÞÄî¿̧ ájµ̧ÈèȨ́ÉÉÉ¸¸ ÆÉÉ¸® ¯¸

ò¶Âº»̧j¶äÀî¿ã̧õôÇ̧c½¾»ä̧ ájµ̧ÆæÉ#Ȩ́Ã¸¸ ÅÅ1æ¸̧Å¬ °¸

§ÎÕAÎ×̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧́ü½î/½¿Ȩ̂á¶#Ç̧B¹À#Ç̧ü½îó»î̧ üoÁ̧ÆçÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±¸

§ ÎÕÖÎ×Ï̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧́üº½îä½¿ÀȨ̂BîÃî¹»ÀÇ̧c½¿ãí¶í̧ üjçÈÅÉ#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧B½Ä¶·½¹¶·î»¾̧́üº½îä½¿ÀȨ̂B¹À#Ç̧c½¿ãí¶í̧ üjçÈÉè#Æ̧ Ã̧¸¸ ÆÉÉ¸¬ ¸

§$é�Ë7̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧ð½ãäîíÇ̧ôîÀ½̧Ý»̧ü½·îÃ ¼̧·½¿ä»·î̧ð½¿½¼î̧Ý»̧¸ ¸¸ ¸¬ ®¸

---üîÂ½·»¹̧õ#ð#Ç̧ù¾¹½¿ÄÞä̧ üò|̧ßà#Ȩ́Ã¸¸ ÆÉÉ¸¬ ®±¸

õäÂ¶¿̧B½Ä¶·½¹ÞÝ½·ä½·î̧üîÂ½·»¹̧õ#ð#Ç̧ù¾¹½¿ÄÞä̧ üò|̧Èè#Ȩ̀Ã¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧ùä½¹̧ð½¿½¼î̧Ý»̧üîÂ½·»¹̧õ#ð#Ç̧ù¾¹½¿ÄÞä̧ üò|̧Ææè#Ȩ̀Ã¸¸ ÆÉÉ¸¬ ®±¸

¬×ÕÍËÏªmÕ×÷ÏÓÔ¸ ¸¸ ¸̧

%¶Ý½·¹î¾̧b}̧BîÃî¹»ÀÇ̧µ·îÃä»¼1á½ÃÄ»·ä»¼̧ ôc>̧Èè#ȩ̀Ã¸¸ ÆÉÉ¸¬ °¸

%¶Ý½·¹î¾̧>º½·Ã½Â»Þ¹îÂ½ä¾̧b}̧BîÃî¹»ÀÇ̧µ·îÃä»¼1̧ ¸¸ ¸¬ ®®¸

---á½ÃÄ»·ä»¼̧ ôc>̧è#ņ̃Ã¸¸ ÆÉÉ¸¬ ®±®̄¸

%¶Ý½·¹î¾̧ô·îÃ¾Ä¼̧BîÃî¹»ÀÇ̧µ·îÃä»¼1á½ÃÄ»·ä»¼̧ ôc>̧ÈÅȨ́Ã¸¸ ÆÉÉ¸® ±¸

õäÂ¶¿̧?¼»̧á½·»̧ b́}Ȩ̂BîÃî¹»ÀÇ̧µ·îÃä»¼1á½ÃÄ»·ä»¼̧ ôc>̧èèȨ́ÉÉÉ¸¸ ÆÉÉ¸¬ ¸

ð½¿À¶0̧BîÃî¹»ÀÇ̧µ·îÃä»¼1á½ÃÄ»·ä»¼̧ ôc>̧È#Ȩ́Ã¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾̧BîÃî¹»ÀÇ̧̧ ¸¸ ¸¬ ®¸

---µ·îÃä»¼1á½ÃÄ»·ä»¼̧ ôc>̧ÆÉÉ¸¸ ÆÉÉ¸¬ ®±¸

%¶Ý½·¹î¾̧á¶¿¾ÞÃ»·̧j»½ä¹º̧b}̧BîÃî¹»ÀÇ̧j¶·¾º½Ã¸ ôc>̧Èȩ̀ÉÉÉ¸¸ ÆÉÉ¸¬ ®±¸

%¶Ý½·¹î¾̧õ¿îÃ½ä̧j»½ä¹º̧b}̧BîÃî¹»ÀÇ̧µ·îÃä»¼1̧ ¸¸ ¸¬ ®¸

---á½ÃÄ»·ä»¼̧ ôc>̧ÆÉȨ́ÉÉÉ¸¸ ÆÉÉ¸¬ ®̄¸

¬×ÕÍËÏª©ÍÎÍËÌªÓëª¥ÔËéÕøÎ̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧á¶·ó¶·½¹î¶¿Ç̧?½¾¹̧j½¿¶Ý»·Ç̧%a̧ bðÁ̧çÈ#Ȩ̀Ã¸¸ ÆÉÉ¸¬ °¸

%¶Ý½·¹î¾̧µî¿½¿Â»̧á¶·ó¶·½¹î¶¿Ç̧%»/̧|¶·íÇ̧%|̧ bðÁ̧Æ̧ÉÉÈ¸¸ ÆÉÉ¸¬ °¸

%¶Ý½·¹î¾̧á½óî¹½ä̧á¶·ó¶·½¹î¶¿Ç̧%»/̧|¶·íÇ̧%|̧ bðÁ̧Æ¸¸ ÆÉÉ¸¬ °¸

%¶Ý½·¹î¾̧>º½·Ã½Â»Þ¹îÂ½ä¾̧á¶·ó¶·½¹î¶¿Ç̧̧ ¸¸ ¸¬ ®®¸

---?½¾¹̧j½¿¶Ý»·Ç̧%a̧ bðÁ̧è#Ȩ̀Ã¸¸ ÆÉÉ¸¬ ®±®̄¸

%¶Ý½·¹î¾̧ù¿¾¹î¹Þ¹»¾̧â¶·̧cî¶ì»ÀîÂ½ä̧ò»¾»½·ÂºÇ̧ù¿Â#Ç̧̧ ¸¸ ¸® ¸

---á½ÃÄ·îÀã»Ç̧ìõ̧ bðÁ̧Æ¸¸ ÆÉÉ¸® ¯¸

%¶Ý½·¹î¾̧ù¿¾¹î¹Þ¹»̧â¶·̧µÞ¿Â¹î¶¿½ä̧ô»¿¶ÃîÂ¾Ç̧ù¿Â#Ç̧̧ ¸¸ ¸® ¸

---ð½¿̧Áî»ã¶Ç̧áõ̧ bðÁ̧ÈÆ̧ÉÉÉ¸¸ ÆÉÉ¸® ¯¸

ô»¿¶ó¹îöÇ̧ù¿Â#Ç̧á½·ä¾Ä½ÀÇ̧áõ̧ bðÁ̧Æ¸¸ ÆÉÉ¸¬ ®̄¸

õäÂ¶¿̧B½Ä¶·½¹¶·î»¾Ç̧ù¿Â#Ç̧µ¶·¹̧o¶·¹ºÇ̧ü�̧ bðÁ̧Æ̧ÉÉÉ¸¸ ÆÉÉ¸¬ °¬®±¸

õäÂ¶¿̧ò»â·½Â¹îÝ»̧j¶·î0¶¿¾Ç̧BBáÇ̧µ¶·¹̧o¶·¹ºÇ̧ü�̧ bðÁ̧ÆÉ¸¸ ÆÉÉ¸® ±¸

ª © ÎéË�êÎÕÏ6Õ×ªª ±8$ÕÍ7ªª ¸

¥ÌªÎÍª°ËøËÔúËéªÒ�;ªÐÑ�Òª øÎêÕÍÎÖªª�ªÕ×ÍËéËÌÍª~ªª ¥øÍÕ2ÕÍÕËÌ¸

¬×ÕÍËÏª©ÍÎÍËÌªÓëª¥ÔËéÕøÎª!øÓ×ÍÕ×$ËÏ"̧ ¸¸ ¸̧

õäÂ¶¿̧ò»¾»½·ÂºÇ̧B¹À#Ç̧µ¶·¹̧o¶·¹ºÇ̧ü�̧ bðÁ̧ÆÈ#è¸¸ ÆÉÉ¸® ±®̄¸

õäÂ¶¿̧B»¿ðöÇ̧ù¿Â#Ç̧õäî¾î¶̧iî».¶Ç̧áõ̧ bðÁ̧ÆÉÉ¸¸ ÆÉÉ¸® ±¸

áùcõ̧iî¾î¶¿̧á¶·ó¶·½¹î¶¿Ç̧ÁÞäÞ¹ºÇ̧ôõ̧ bðÁ̧ÅÉÆ#Å̧Ã¸¸ ÆÉÉ¸¬ °¬®±®̄¸

ð½¿À¶0̧ù¿Â#Ç̧>·î¿Â»¹¶¿Ç̧%a̧ bðÁ̧Èȩ̀ÉÉÉ¸¸ ÆÉÉ¸¬ ®±®̄¸

µ¶Þã»·½̧>º½·Ã½Â»Þ¹îÂ½ä¾Ç̧ù¿Â#Ç̧ì»äÝîää»Ç̧%|̧ bðÁ̧Æ¸¸ ÆÉÉ¸¬ ®̄¸

?¶¿̧B½Ä¾Ç̧ù¿Â#Ç̧>·î¿Â»¹¶¿Ç̧%a̧ bðÁ̧Æ¸¸ ÆÉÉ¸¬ ®±¸

µ½äÂ¶¿̧>º½·Ã½Â»Þ¹îÂ½ä¾Ç̧B¹À#Ç̧µ¶·¹º̧o¶·¹ºÇ̧ü�̧ bðÁ̧ÆÉ¸¸ ÆÉÉ¸¬ ¸

%¶Ý½·¹î¾̧i½ÂÂî¿»¾̧½¿À̧Áî½ã¿¶¾¹îÂ¾Ç̧ù¿Â#Ç̧̧ ¸¸ ¸¬ ®®¸

---á½ÃÄ·îÀã»Ç̧ìõ̧ bðÁ̧Å#É¸¸ ÆÉÉ¸¬ ®±®̄¸

%¶Ý½·¹î¾̧á¶¿¾ÞÃ»·̧j»½ä¹ºÇ̧ù¿Â#Ç̧>½·¾îóó½¿¼Ç̧%a̧ bðÁ̧É¸̧È¸ ÆÉÉ¸¬ ®±®̄¸

%¶Ý½·¹î¾̧õ¿îÃ½ä̧j»½ä¹º̧bðÇ̧ù¿Â#Ç̧ô·»»¿¾Ä¶·¶Ç̧%á̧ bðÁ̧ÆÉÉ¸¸ ÆÉÉ¸¬ ®±®̄¸

ùÀ»¿îö̧>º½·Ã½Â»Þ¹îÂ½ä¾Ç̧ù¿Â#Ç̧á½ÃÄ·îÀã»Ç̧ìõ̧ bðÁ̧ÆÅņ̃ÉÉÆ¸¸ Èè¸¬ °¸

¤Ë×Ël$ËÖÎ̧ ¸¸ ¸̧

%¶Ý½·¹î¾̧À»̧i»¿»0Þ»ä½Ç̧ð#õ#Ç̧á½·½Â½¾̧ i?µ̧Æ#ņ̃Ã¸¸ ÆÉÉ¸¬ ¸

õäÂ¶¿̧>º½·Ã½Â»Þ¹îÂ½äÇ̧á#õ#Ç̧á½·½Â½¾̧ i?µ̧è#ȩ̀Ã¸¸ ÆÉÉ¸¬ 

ù¿̧½ÀÀî¹î¶¿Ç̧¹º»̧ô·¶Þó̧î¾̧·»ó·»¾»¿¹»À̧Ä¼̧¾ÞÄ¾îÀî½·î»¾̧½¿À̧½¾¾¶Âî½¹»À̧Â¶Ãó½¿î»¾̧î¿̧¹º»̧â¶ää¶/î¿ã̧

Â¶Þ¿¹·î»¾ḩõäã»·î½Ç̧c¶¾¿î½1j»·0»ã¶Ýî¿½Ç̧cÞäã½·î½Ç̧Á¶Ãî¿îÂ½¿̧ò»óÞÄäîÂÇ̧ôÞ½¹»Ã½ä½Ç̧¹º»̧µ¶·Ã»·̧

|Þã¶¾ä½Ý̧ò»óÞÄäîÂ̧¶â̧ì½Â»À¶¿î½Ç̧ì¶·¶ÂÂ¶Ç̧bí·½î¿»̧½¿À̧b·ÞãÞ½¼#
Æ ð̧º½·»1ó½îÀ@î¿̧Â½óî¹½ä̧Ã½¼̧¿¶¹̧·»âä»Â¹̧¹º»̧¹½ö½Ää»̧¾º½·»1ó½îÀ@î¿̧Â½óî¹½ä̧½Ã¶Þ¿¹̧½¿À̧À¶»¾̧¿¶¹̧î¿ÂäÞÀ»̧

½¿¼̧ó½îÀ@î¿̧¾Þ·óäÞ¾#
È ð̧º½·»¾̧/î¹º¶Þ¹̧ó½·̧Ý½äÞ»
Å õ̧óó·¶öîÃ½¹»ä¼̧ÅÅe ¶̧â̧Ý¶¹î¿ã̧¾º½·»¾ķ½óó·¶öîÃ½¹»ä¼̧æe ¶̧â̧¹¶¹½ä̧¿»¹̧î¿Â¶Ã»̧½¿À̧»=Þî¹¼̧½¹¹·îÄÞ¹½Ää»̧

¹¶̧%¶Ý½·¹î¾

Ã �̧̧Ãîääî¶¿ķÄ¿̧�̧Äîääî¶¿̧

üº»̧â¶ää¶/î¿ã̧À»¾Â·îÄ»̧¹º»̧Ý½·î¶Þ¾̧¹¼ó»¾̧¶â̧»¿¹î¹î»¾̧/î¹ºî¿̧¹º»̧ô·¶Þóh

°¬+ÓÖÏÕ×÷�²Õ×Î×øË�̧üºî¾̧»¿¹î¹¼̧î¾̧½̧º¶äÀî¿ã̧Â¶Ãó½¿¼̧½¿À1¶·̧ó»·â¶·Ã¾̧âî¿½¿Â»̧âÞ¿Â¹î¶¿¾̧â¶·̧¹º»̧

ô·¶Þó#

¬©ÎÖËÌ�̧üºî¾̧»¿¹î¹¼̧ó»·â¶·Ã¾̧¾½ä»¾̧½¿À̧Ã½·í»¹î¿ã̧½Â¹îÝî¹î»¾̧â¶·̧¹º»̧ô·¶Þó#

±®éÓÏ$øÍÕÓ×�̧üºî¾̧»¿¹î¹¼̧ó»·â¶·Ã¾̧Ã½¿Þâ½Â¹Þ·î¿ã̧½¿À1¶·̧ó·¶ÀÞÂ¹î¶¿̧½Â¹îÝî¹î»¾̧â¶·̧¹º»̧ô·¶Þó#

¯®¦ËÌËÎéø �̧üºî¾̧»¿¹î¹¼̧ó»·â¶·Ã¾̧·»¾»½·Âº̧½¿À̧À»Ý»ä¶óÃ»¿¹̧½Â¹îÝî¹î»¾̧â¶·̧¹º»̧ô·¶Þó#
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Sllarelpaid 'n Equity

As at December 31, 2013 cap I1 interest 55
Switzerland (continued)
Novartis Consumer Health S.A., Prangins CHF 30.0 m 100 IOVA
Novartis Consumer Health Schweiz AG, Rotkreuz CHF 250 000 100 O
Novartis Animal Health AG, Basel CHF 101 000 100 IOVA
Novartis Centre de Recherche Santé Animale S.A.,

St. Aubin CHF 250 000 100 A
Roche Holding AG, Basel CHF 160.0 rn 33/63 I
Taiwan
Novartis (Taiwan) Co., Ltd., Taipei TWD 170.0 rn 100 OV
Thailand
Novartis (Thailand) Limited, Bangkok THB 230.0 rn 100 O
Alcon Laboratories (Thailand) Ltd., Bangkok THB 205.1 rn 100 O
Turkey
Novartis Saglik, Gida ve Tarim Uriinleri Sanayi ve

Ticaret A.S., Istanbul TRY 98.0 rn 100 OV
Alcon Laboratuvarlari Ticaret A.S., Istanbul TRY 25.2 m 100 O
Sandoz llac Sanayi ve Ticaret A.S., Istanbul TRY 165.2 m 100 OV
United Kingdom
Novartis UK Limited, Frimley/Camberley GBP 25.5 rn 100 I
Novartis Pharmaceuticals UK Limited, Frim|ey/

Camberley GBP 5.4 m 100 OVA
Novartis Grimsby Limited, Frimley/Camberley GBP 230 rn 100 V
Alcon Eye Care (UK) Limited, Frimley/Camberley GBP 550 000 100 O
Sandoz Limited, Frimley/Camberley GBP 2.0 rn 100 O
Novartis Vaccines and Diagnostics Limited,

Frimley/Camberley GBP 100 100 OV
Novartis Consumer Health UK Limited, Horsham GBP 25 000 100 OV
Novartis Animal Health UK Limited, Frim|ey/

Camberley GBP 100 000 100 OA
United States of America
Novartis Corporation, East Hanover, NJ USD 72.2 m 100 I
Novartis Finance Corporation, New York, NY USD 1 002 100 I
Novartis Capital Corporation, New York, NY USD 1 100 I
Novartis Pharmaceuticals Corporation,

East Hanover, NJ USD 5.2 m 100 OVA
Novartis Institutes for BioMedica| Research, Inc.,

Cambridge, MA USD 1 100 A
Novartis Institute for Functional Genomics, Inc.,

San Diego, CA USD 21 000 100 A
Genoptix, |nc., Carlsbad, CA USD 1 100 OA
Alcon Laboratories, Inc., Fort Worth, TX USD 1 000 100 IOV
Alcon Refractive Horizons, LLC, Fort Worth, TX USD 10 100 V

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 I CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

 Equfly
As at December 31, 2013 capital 1 interest % Activities
United States of America (continued)
Alcon Research, Ltd., Fort Worth, TX USD 12.5 100 VA
Alcon LenSx, |nc., Alisio Vieio, CA USD 100 100 V
CIBA Vision Corporation, Duluth, GA USD 301.3 m 100 IOVA
Sandoz |nc., Princeton, NJ USD 25 000 100 OVA
Fougera Pharmaceuticals, Inc., Melville, NY USD 1 100 OA
Eon Labs, Inc., Princeton, NJ USD 1 100 OV
Falcon Pharmaceuticals, Ltd., Forth Worth, TX USD 10 100 O
Novartis Vaccines and Diagnostics, Inc.,

Cambridge, MA USD 3.0 100 OVA
Novartis Consumer Health, Inc., Parsippany, NJ USD 02 100 OVA
Novartis Animal Health US, Inc., Greensboro, NC USD 100 100 OVA
ldenix Pharmaceuticals, Inc., Cambridge, MA USD 134 001 25 I
Venezuela
Novartis de Venezuela, S.A., Caracas VEF 1.4 m 100 O
Alcon Pharmaceutical, C.A., Caracas VEF 5.5 m 100 O

In addition, the Group is represented by subsidiaries and associated companies in the following
countries: Algeria, Bosnia/Herzegovina, Bulgaria, Dominican Republic, Guatemala, the Former
Yugoslav Republic of Macedonia, Morocco, Ukraine and Uruguay.
1 Share/paid-in capital may not reflect the taxable share/paid-in capital amount and does not include

any paid-in surplus.
2 Shares without par value
3 Approximately 33% of voting shares; approximately 6% of total net income and equity attributable

to Novartis
rn = million; bn = billion

The following describe the various types of entities within the Group:
I Holding/Finance: This entity is a holding company and/or performs finance functions for the

Group.
Osales: This entity performs sales and marketing activities for the Group.
V Production: This entity performs manufacturing and/or production activities for the Group.
A Research: This entity performs research and development activities for the Group.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
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ÐØÐ bcdefghijkfclmjebblenjfomcfgjpqrs

ÅÅ#̧òùð}̧õðð?ððì?%ü̧ÁùðáBÜðbò?ð̧ò?nbùò?Á̧c|̧ðoùðð̧Bõo

üº»̧òî¾í̧á¶ÃÃî¹¹»»̧¶â̧¹º»̧c¶½·À̧»¿¾Þ·»¾̧¹º»̧ô·¶Þó̧º½¾̧îÃóä»Ã»¿¹»À̧

½¿̧½óó·¶ó·î½¹»̧½¿À̧»ââ»Â¹îÝ»̧·î¾í̧Ã½¿½ã»Ã»¿¹̧¾¼¾¹»Ã ½̧¿À̧ó·¶Â»¾¾#̧

ù¹̧·»Ýî»/¾̧/î¹º̧Ã½¿½ã»Ã»¿¹̧½¿À̧î¿¹»·¿½ä̧½ÞÀî¹̧¹º»̧îÀ»¿¹îâîÂ½¹î¶¿Ç̧ó·î@

¶·î¹î0½¹î¶¿̧½¿À̧Ã½¿½ã»Ã»¿¹̧¶â̧¹º»̧·î¾í¾Ç̧¹º»̧½ÂÂ¶Þ¿¹½Äîäî¹î»¾̧½¿À̧

·¶ä»¾̧¶â̧¹º»̧âÞ¿Â¹î¶¿¾̧î¿Ý¶äÝ»À̧/î¹º̧·î¾í̧Ã½¿½ã»Ã»¿¹Ç̧¹º»̧·î¾í̧ó¶·¹@

â¶äî¶̧½¿À̧¹º»̧·»ä½¹»À̧½Â¹î¶¿¾̧îÃóä»Ã»¿¹»À̧Ä¼̧Ã½¿½ã»Ã»¿¹#̧üº»̧òî¾í̧

á¶ÃÃî¹¹»»̧î¿â¶·Ã¾̧¹º»̧c¶½·À̧¶â̧Áî·»Â¹¶·¾̧¶¿̧½̧ó»·î¶ÀîÂ̧Ä½¾î¾#

üº»̧á¶·ó¶·½¹»̧òî¾í̧ì½¿½ã»Ã»¿¹̧âÞ¿Â¹î¶¿̧Â¶¶·Àî¿½¹»¾̧½¿À̧½äîã¿¾̧

¹º»̧·î¾í̧Ã½¿½ã»Ã»¿¹̧ó·¶Â»¾¾»¾Ç̧½¿À̧·»ó¶·¹¾̧¹¶̧¹º»̧òî¾í̧á¶ÃÃî¹¹»»̧

¶¿̧½̧·»ãÞä½·̧Ä½¾î¾̧¶¿̧·î¾í̧½¾¾»¾¾Ã»¿¹̧½¿À̧·î¾í̧Ã½¿½ã»Ã»¿¹#̧Ü·ã½@

¿î0½¹î¶¿½ä̧½¿À̧ó·¶Â»¾¾̧Ã»½¾Þ·»¾̧º½Ý»̧Ä»»¿̧À»¾îã¿»À̧¹¶̧îÀ»¿¹îâ¼̧½¿À̧

Ãî¹îã½¹»̧·î¾í¾̧½¹̧½¿̧»½·ä¼̧¾¹½ã»#̧Ü·ã½¿î0½¹î¶¿½ää¼Ç̧¹º»̧·»¾ó¶¿¾îÄîäî¹¼̧

â¶·̧·î¾í̧½¾¾»¾¾Ã»¿¹̧½¿À̧Ã½¿½ã»Ã»¿¹̧î¾̧½ää¶Â½¹»À̧¹¶̧¹º»̧ÁîÝî¾î¶¿¾Ç̧

/î¹º̧¾ó»Âî½äî0»À̧á¶·ó¶·½¹»̧µÞ¿Â¹î¶¿¾̧¾ÞÂº̧½¾̧µî¿½¿Âî½ä̧ò»ó¶·¹î¿ã̧ï̧

õÂÂ¶Þ¿¹î¿ãÇ̧ü·»½¾Þ·¼Ç̧ô·¶Þó̧nÞ½äî¹¼̧Üó»·½¹î¶¿¾Ç̧á¶·ó¶·½¹»̧j»½ä¹ºÇ̧

ð½â»¹¼̧½¿À̧?¿Ýî·¶¿Ã»¿¹Ç̧½¿À̧cÞ¾î¿»¾¾̧á¶¿¹î¿Þî¹¼̧ó·¶ÝîÀî¿ã̧¾Þóó¶·¹̧

½¿À̧Â¶¿¹·¶ääî¿ã̧¹º»̧»ââ»Â¹îÝ»¿»¾¾̧¶â̧¹º»̧·î¾í̧Ã½¿½ã»Ã»¿¹̧Ä¼̧¹º»̧

ÁîÝî¾î¶¿¾#
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REPORT OF NOVARTIS MANAGEMENT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board of Directors and management of the Group are responsi-
ble for establishing and maintaining adequate internal control over
financial reporting. The Novartis Group's internal control system was
designed to provide reasonable assurance to the Novartis Group's
management and Board of Directors regardingthe reliability of finan-
cial reporting and the preparation and fair presentation of its pub-
lished consolidated financial statements.

All internal control systems, no matter how well designed, have inher-
ent limitations. Therefore, even those systems determined to be effec-
tive may not prevent or detect misstatements and can provide only
reasonable assurance with respect to financial statement prepara-
tion and presentation. Also, projections of any evaluation of effective-
ness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions or that the degree of
compliance with the policies or procedures may deteriorate.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

Novartis Group management assessed the effectiveness of the
Group's internal control over financial reporting as of December 31,
2013. In making this assessment, it used the criteria established in
Internal Control — Integrated Framework (1992) issued by the Com-
mittee of Sponsoring Organizations of the Treadway Commission
(COSO). Based on its assessment, management has concluded that,
as of December 31, 2013, the Novartis Group's internal control over
financial reporting was effective based on those criteria.

PricewaterhouseCoopers AG, Switzerland, an independent registered
public accounting firm, has issued an opinion on the effectiveness of
the Group's internal control over financial reporting which is included
in this financial report on the following pages 254 and 255.

‘ % Z44
Harry Kirsch
Chief Financial Officer

Joseph Jimenez
Chief Executive Officer

Basel, January 28, 2014
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REPORT OF THE STATUTORY AUDITOR ON THE CONSOLIDATED FINANCIAL STATEMENTS OF NOVARTIS AG AND INTERNAL
CONTROL OVER FINANCIAL REPORTING

TO THE GENERAL MEETING OF NOVARTIS AG, BASEL

REPORT OF THE STATUTORY AUDITOR ON THE CONSOLIDATED
FINANCIAL STATEMENTS OF NOVARTIS AG

As statutory auditor, we have audited the consolidated financial state-
ments of Novartis AG and its consolidated subsidiaries ("Novartis
Group”), which comprise the consolidated income statements, con-
solidated statements of comprehensive income, consolidated state-
ments of changes in equity, consolidated balance sheets, consoli-
dated cash flow statements and notes (pages 184 to 252), for the
year ended December 31, 2013.

Board of Directors’ Responsibility
The Board of Directors is responsible for the preparation and fair pre-
sentation ofthe consolidated financial statements in accordance with

International Financial Reporting Standards (IFRS) and the require-
ments of Swiss law (SCO). This responsibility includes designing,
implementing and maintaining an internal control system relevant to
the preparation and fair presentation of consolidated financial state-
ments that are free from material misstatement, whether due to fraud

or error. The Board of Directors is further responsible for selecting
and applying appropriate accounting policies and making account-
ing estimates that are reasonable in the circumstances.

Auditor's Responsibility
Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. We conducted our audit in

accordance with Swiss law, Swiss Auditing Standards, International
Standards on Auditing and the standards of the Public Company
Accounting Oversight Board of the United States of America. Those
standards require that we plan and perform the audit to obtain
reasonable assurance whether the consolidated financial statements
are free from material misstatement.

NOVARTIS GROUP ANNUAL REPORT 2013

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial state-

ments. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In

making those risk assessments, the auditor considers the internal
control system relevant to the entity's preparation and fair presenta-
tion of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances. An audit also
includes evaluating the appropriateness of the accounting policies
used and the reasonableness of accounting estimates made, as well
as evaluating the overall presentation of the consolidated financial
statements. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements for the year
ended December 31, 2013 present fairly, in all material respects, the
financial position, the results of operations and the cash flows in
accordance with International Financial Reporting Standards (IFRS)
as issued by the International Accounting Standards Board and com-
ply with Swiss law.

REPORT ON OTHER LEGAL REQUIREMENTS

We confirm that we meet the legal requirements on licensing accord-
ing to the Auditor Oversight Act (AOA) and independence (article 728
SCO and article 11 AOA) and that there are no circumstances incom-
patible with our independence.

In accordance with article 728a paragraph 1 item 3 SCO and
Swiss Auditing Standard 890, we confirm that an internal control sys-
tem exists which has been designed for the preparation of consoli-
dated financial statements according to the instructions of the Board
of Directors.

We recommend that the consolidated financial statements sub-

mitted to you be approved.
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REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROL
OVER FINANCIAL REPORTING

We have also audited the effectiveness of Novartis Group's internal
control over financial reporting as of December 31, 2013, based on
criteria established in Internal Control — Integrated Framework (1992)
issued by the Committee of Sponsoring Organizations of the Tread-
way Commission (COSO).

The Board of Directors and management of Novartis Group are
responsible for maintaining effective internal control over financial
reporting and management is responsible for the assessment of the
effectiveness of internal control over financial reporting included in
the accompanying Report of Novartis Management on Internal Control
Over Financial Reporting in this financial report on page 253. Our
responsibility is to express an opinion on the effectiveness of Novartis
Group's internal control over financial reporting based on our inte-
grated audit.

We conducted our audit of internal control over financial report-
ing in accordance with the standards of the Public Company Account-
ing Oversight Board of the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assur-
ance about whether effective internal control over financial reporting
was maintained in all material respects. Our audit of internal control
overfinancial reporting included obtaining an understanding of inter-
nal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk. Our audit

also included performing such other procedures as we consider
necessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion.

A company's internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for
external purposes in accordance with the applicable accounting stan-
dards. A company's internal control over financial reporting includes
those policies and procedures that (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the
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transactions and dispositions of the assets of the company; (ii) pro-
vide reasonable assurance that transactions are recorded as neces-

sary to permit preparation of financial statements in accordance with
the applicable accounting standards, and that receipts and expendi-
tures of the company are being made only in accordance with autho-
rizations of management and directors of the company; and (iii) pro-
vide reasonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial

reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

In our opinion, Novartis Group maintained, in all material respects,
effective internal control over financial reporting as of December 31,
2013, based on criteria established in Internal Control — Integrated
Framework (1992) issued by the COSO.

P
Michael P. Nelligan
Global relationship partner

PricewaterhouseCoopers AG

MW
Bruno Rossi

Audit expert
Auditor in charge

Basel, January 28, 2014
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REPORT ON THE EFFECTIVENESS OF INTERNAL CONTROL
OVER FINANCIAL REPORTING

We have also audited the effectiveness of Novartis Group's internal
control over financial reporting as of December 31, 2013, based on
criteria established in Internal Control — Integrated Framework (1992)
issued by the Committee of Sponsoring Organizations of the Tread-
way Commission (COSO).

The Board of Directors and management of Novartis Group are
responsible for maintaining effective internal control over financial
reporting and management is responsible for the assessment of the
effectiveness of internal control over financial reporting included in
the accompanying Report of Novartis Management on Internal Control
Over Financial Reporting in this financial report on page 253. Our
responsibility is to express an opinion on the effectiveness of Novartis
Group's internal control over financial reporting based on our inte-
grated audit.

We conducted our audit of internal control over financial report-
ing in accordance with the standards of the Public Company Account-
ing Oversight Board of the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assur-
ance about whether effective internal control over financial reporting
was maintained in all material respects. Our audit of internal control
overfinancial reporting included obtaining an understanding of inter-
nal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk. Our audit

also included performing such other procedures as we consider
necessary in the circumstances. We believe that our audit provides
a reasonable basis for our opinion.

A company's internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for
external purposes in accordance with the applicable accounting stan-
dards. A company's internal control over financial reporting includes
those policies and procedures that (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the
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transactions and dispositions of the assets of the company; (ii) pro-
vide reasonable assurance that transactions are recorded as neces-

sary to permit preparation of financial statements in accordance with
the applicable accounting standards, and that receipts and expendi-
tures of the company are being made only in accordance with autho-
rizations of management and directors of the company; and (iii) pro-
vide reasonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial

reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the
risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

ln ouropinion, Novartis Group maintained, in all material respects,
effective internal control over financial reporting as of December 31,
2013, based on criteria established in Internal Control — Integrated
Framework (1992) issued by the COSO.
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OVER FINANCIAL REPORTING
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BALANCE SHEETS (PRIOR TO PROFIT APPROPRIATION)
(At December 31, 2013 and 2012)

2012
Note CHF millions

Assets
Non-current assets

Goodwill and other intangible assets 3 20 220
Financial assets — subsidiaries and associated companies 4 19 654
Other receivables
Total non-current assets 39 874
Current assets
Receivables
— subsidiaries 11 105
— others 47
Marketable securities 5 101
Total current assets 11 253
Total assets 51 127

Equity and liabilities
Equity
Total share capital 6 1 353
Reserves

Legal reserves 7
— General reserve 320

— Capital contribution reserve 198
— Reserve for treasury shares 3 214
Free reserves 8 39 262
Total reserves 42 994

Unappropriated earnings
Net income of the year 5 141
Total unappropriated earnings 5 141
Total equity 49 488
Liabilities
Bonds 9 795
Provisions 518

Accounts payable and accrued liabilities
— subsidiaries 81
— others 245
Total liabilities 1 639

Total equity and liabilities 51 127

The accompanying Notes form an integral part of these unconsolidated financial statements.
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Õø×�Õ�ÜÖØùÝ×�ý×ÜÖÚ×ÝÙÕ�Þ×ùÞ×�ÕØÚ×äç×ØÕ×ØÙÚ×ýÖÕ�þQÝ×áÕÞÝÕúùßÜØÚß×

øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ�
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û�×"�!R3��-�3×�3*/!÷�÷3�

÷Þáú�ßÚß×ùÞ×âÜÖ#ÚØÜãúÚ×ÝÚá�ÖùØùÚÝ×ÜÖÚ×�Õ�ÜÖØùÝ×�ý×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×

�ùØÙ×Ü×ÞÚØ×ãÕÕ#×�Üú�Ú×Õø×*:Ô×å�×âùúúùÕÞ×ÓçèåçP×*:Ô×çû×âùúúùÕÞé×

ÓÝÚÚ×�ÕØÚÝ×ü×ÜÞß×�×ãÚúÕ�é�×�ÙùÝ×þÕÝùØùÕÞ×ÜúÝÕ×ùÞáú�ßÚß×ØùâÚ×ßÚþÕÝ1

ùØÝ×Õø×*:Ô×�ç×âùúúùÕÞ×ùÞ×çèåç×ØÕ×áÕ�ÚÖ×Ü×��ÜÖÜÞØÚÚ×ÜÞß×ÝÕ×�ÜÝ×

ÖÚÝØÖùáØÚß×ùÞ×ùØÝ×�ÝÚ�

ü�×�:�!3×*�.÷���

Ê Æ�ñ'ï�ÊíSÊõ(��ïõ

Ê ×Ê Îí)ïñïôî×Ê ×Ê Îí)ïñïôîÊÊ Ê

Ê 5ïöÊìëTÊÁêëë×Ê òôÊ%ï��×Ê 5ïöÊìëTÊÁêëÁ×Ê òôÊ%ï��ÊÊ 5ïöÊìëTÊÁêëìÊ

Ìíî�óÊÆí)��îòõÊÇÒÊõ(��ïõÊ ÁÊ��ÂÊÃÁìÊêêê×Ê �Êì�Ê�ìêÊêêê×Ê ÁÊ�êÃÊë�ìÊêêê×Ê ÊÊ ÁÊ�êÃÊë�ìÊêêêÊ

Ê ×Ê ×Ê ×Ê ÊÊ Ê

Ì�ï�õ��%Êõ(��ïõÊ(ïó&Ê'%ÊÆí)��îòõÊÇÒÊ�ô&ÊòîõÊõ�'õò&ò��òïõÊÊ ×Ê ×Ê ×Ê ÊÊ Ê

�ï	öó�&òô,ÊSí�ô&�îòíôõ�Ê ×Ê ×Ê ×Ê ÊÊ Ê

�ÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×ÙÚúß×ãÛ×�Õ�ÜÖØùÝ×�ý× �è×�ä�×�û×× �×ä�×�äè×èèè×× ûå×äè�×�û×× ç×åüè×èèè×× ûä×�ü�×�û×

�ÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×ÙÚúß×ãÛ×Ý�ãÝùßùÜÖùÚÝ× ü�×�äû×�ç×× �×�×ä×��è×× û�×ûûç×ç�ç×× å×ç�ç×äçä×× ��×��×üåû×

Ìíî�óÊî�ï�õ��%Êõ(��ïõÊ(ïó&Ê'%ÊÆí)��îòõÊÇÒÊ�ô&ÊòîõÊõ�'õò&ò��òïõÊÊ ×Ê ×Ê ×Ê ÊÊ Ê

�ï	öó�&òô,ÊSí�ô&�îòíôõ�Ê ëÂ Êë�ìÊÁ�ê×Ê �Ê��ÊìëìÊ��ê×Ê ëëêÊ Â�Ê�Âê×Ê ÁêÊ�ÂÁÊìÁìÊÊ ëìëÊìëÁÊê�ìÊ

�ÙÚ×�Õ�ÜÖØùÝ×�ý×ÝÙÜÖÚ×áÜþùØÜú×áÕÞÝùÝØÝ×Õø×ÖÚ�ùÝØÚÖÚß×ÝÙÜÖÚÝ×�ùØÙ×Ü×

ÞÕâùÞÜú×�Üú�Ú×Õø×*:Ô×è�ûè×ÚÜáÙ�

�ÙÚ×�Õ�ÜÖØùÝ×�ý×ÝÙÜÖÚ×áÜþùØÜú×ùÝ×�ÞáÙÜÞ�Úß×ùÞ×çèåä�

à�ÖùÞ�×çèåçæ×ØÙÚ×ØÕØÜú×ÝÙÜÖÚ×áÜþùØÜú×ßÚáÖÚÜÝÚß×øÖÕâ×*:Ô×å×ä�ç�×

âùúúùÕÞ×ÜØ×àÚáÚâãÚÖ×äåæ×çèåå×ØÕ×*:Ô×å×äûä�å×âùúúùÕÞ×ÜØ×àÚáÚâãÚÖ×

äåæ×çèåç×ß�Ú×ØÕ×Ü×ÝÙÜÖÚ×áÜþùØÜú×ÖÚß�áØùÕÞ×ÜÝ×Ü×ÖÚÝ�úØ×Õø×ØÙÚ×áÜÞáÚú1

úÜØùÕÞ×Õø×ä���×âùúúùÕÞ×ÖÚþ�ÖáÙÜÝÚß×ÝÙÜÖÚÝ×�ùØÙ×Ü×ÞÕâùÞÜú×�Üú�Ú×Õø×

*:Ô×å���×âùúúùÕÞ�×�ÙÚ×áÜÞáÚúúÜØùÕÞ×�ÜÝ×ÜþþÖÕ�Úß×ÜØ×ØÙÚ×�ÞÞ�Üú×

×ýÚÞÚÖÜú×"ÚÚØùÞ�×Õø×ÔÚãÖ�ÜÖÛ×çäæ×çèåç×ÜÞß×ãÚáÜâÚ×ÚøøÚáØù�Ú×ÕÞ×

"ÜÛUäæ×çèåç�

�ÖÚÜÝ�ÖÛ×ÝÙÜÖÚ×þ�ÖáÙÜÝÚÝ×ß�ÖùÞ�×çèåä×ØÕØÜúÚß×äü�û×âùúúùÕÞ×

ÓçèåçP×ü�ä×âùúúùÕÞé×�ùØÙ×ÜÞ×Ü�ÚÖÜ�Ú×þ�ÖáÙÜÝÚ×þÖùáÚ×Õø×*:Ô×ü×ÓçèåçP×

*:Ô×ûåéæ×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚ×ÝÜúÚÝ×ØÕØÜúÚß×���×âùúúùÕÞ×ÓçèåçP×ä�×âùúúùÕÞé×

�ùØÙ×ÜÞ×Ü�ÚÖÜ�Ú×ÝÜúÚ×þÖùáÚ×Õø×*:Ô×ûü×ÓçèåçP×*:Ô×ûûé×ÜÞß×ÝÙÜÖÚ1

ãÜÝÚß×áÕâþÚÞÝÜØùÕÞ×ØÖÜÞÝÜáØùÕÞÝ×ØÕØÜúÚß×åå�ä×âùúúùÕÞ×ÝÙÜÖÚÝ×

ÓçèåçP×åè��×âùúúùÕÞ×ÝÙÜÖÚÝé�

�ÙÚ×Þ�âãÚÖ×Õø×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×ÙÚúß×ãÛ×ØÙÚ×*ÕâþÜÞÛ×ÜÞß×ùØÝ×

Ý�ãÝùßùÜÖùÚÝ×âÚÚØ×ØÙÚ×ßÚøùÞùØùÕÞÝ×ÜÞß×ÖÚ0�ùÖÚâÚÞØÝ×Õø×�ÖØ�×üû�ã×

�*��

�Ø×àÚáÚâãÚÖUäåæ×çèåäæ×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×ÙÚúß×ãÛ×�Õ�ÜÖØùÝ×�ý×ÜÞß×

ùØÝ×Ý�ãÝùßùÜÖùÚÝ×ØÕØÜúÚß×åäå×äåç×è�äæ×Õø×�ÙùáÙ×ååû×üåç×è�ä×ÜÖÚ×

ÞÕÞ1ßù�ùßÚÞß×ãÚÜÖùÞ��×�ÙÚ×ÖÚâÜùÞùÞ�×ãÜúÜÞáÚ×ÜÖÚ×ßù�ùßÚÞß×ãÚÜÖ1

ùÞ�×ÜÞß×ÙÚúß×þÖùÞáùþÜúúÛ×øÕÖ×ÝÙÜÖÚ1ãÜÝÚß×áÕâþÚÞÝÜØùÕÞ×þ�ÖþÕÝÚÝ�×

÷Ø×ÝÙÕ�úß×ãÚ×ÞÕØÚß×ØÙÜØ×�ùØÙùÞ×ØÙÚ×�Õ�ÜÖØùÝ×ýÖÕ�þQÝ×áÕÞÝÕúùßÜØÚß×

øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ×ÝÕâÚ×ÚÞØùØùÚÝ×ÜÖÚ×ùÞáú�ßÚß×ùÞ×ØÙÚ×áÕÞÝÕúùßÜ1

ØùÕÞ×ÝáÕþÚæ×âÜùÞúÛ×øÕ�ÞßÜØùÕÞÝæ×�ÙùáÙ×ßÕ×ÞÕØ×0�ÜúùøÛ×ÜÝ××Ý�ãÝùßùÜÖùÚÝ×

ùÞ×ØÙÚ×ÝÚÞÝÚ×Õø×�ÖØùáúÚ×üû�ã×�*��
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�ÕØÚÝ×ØÕ×ØÙÚ×ÔùÞÜÞáùÜú×�ØÜØÚâÚÞØÝ×Õø×�Õ�ÜÖØùÝ×�ý

��×�3ý��×!3�3!;3�

ÒÍÆÍÑÇÉÊÑÍËÍÑÐÍ

Ê ÁêëìÊÊ ÁêëÁ×

Ê ÈðÄÊñòóóòíôõÊÊÈðÄÊñòóóòíôõ×

A�ô���%ÊëÊ�ô&Ê5ïöïñ'ï�ÊìëÊ ìÁê×Ê ìÁê×

�ÙÚ×�ÚÞÚÖÜú×ÖÚÝÚÖ�Ú×â�ÝØ×ãÚ×Üáá�â�úÜØÚß×�ÞØùú×ùØ×ùÝ×ÜØ×úÚÜÝØ×çèV×

Õø×ØÙÚ×ÝÙÜÖÚ×áÜþùØÜú×Õø×�Õ�ÜÖØùÝ×�ý×ùÞ×ÕÖßÚÖ×ØÕ×áÕâþúÛ×�ùØÙ×ØÙÚ×�*��×

ÈÇ�ÅÌÇÉÊÈÏÆÌÑÅ�+ÌÅÏÆÊÑÍËÍÑÐÍ

Ê ÁêëìÊÊ ÁêëÁ×

Ê ÈðÄÊñòóóòíôõÊÊÈðÄÊñòóóòíôõ×

A�ô���%ÊëÊ�ô&Ê5ïöïñ'ï�ÊìëÊ ë� ÊÊ ë� ×

ÑÍËÍÑÐÍÊÄÏÑÊÌÑÍÇË+ÑWÊËðÇÑÍËÊðÍÉ5Ê�WÊÌðÍÊÒÑÏ+�

Ê ÁêëìÊÊ ÁêëÁ×

Ê ÈðÄÊñòóóòíôõÊÊÈðÄÊñòóóòíôõ×

A�ô���%ÊëÊ ìÊÁë�ÊÊ ÂÊ���×

!Úß�áØùÕÞ×ß�Ú×ØÕ×áÜÞáÚúúÜØùÕÞ×Õø×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×× Ê× ×

Ó*:Ô×ç×èå×âùúúùÕÞ×Õø×ÖÚþ�ÖáÙÜÝÚß×ÝÙÜÖÚÝ×úÚÝÝ×× Ê× ×

ØÙÚùÖ×ÞÕâùÞÜú×�Üú�Ú×Õø×*:Ô×çè×âùúúùÕÞé× Ê× �×ç×èüå×

�ÖÜÞÝøÚÖ×øÖÕâXØÕ×øÖÚÚ×ÖÚÝÚÖ�ÚÝ× å×ûû�×× �×�ü�×

5ïöïñ'ï�ÊìëÊ �Ê�Ã ÊÊ ìÊÁë�×

�Õ�ÜÖØùÝ×�ý×ÙÜÝ×âÚØ×ØÙÚ×úÚ�Üú×ÖÚ0�ùÖÚâÚÞØÝ×øÕÖ×úÚ�Üú×ÖÚÝÚÖ�ÚÝ×

�ÞßÚÖ×�ÖØùáúÚÝ×üû�×ÚØ�×ÝÚ0�×ÜÞß×üüäã�åè×�*�×øÕÖ×ØÙÚ×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×

ßÚØÜùúÚß×ùÞ×�ÕØÚÝ×û×ÜÞß×ü�

�×Ô!33×!3�3!;3�

Ê ÁêëìÊÊ ÁêëÁ×

Ê ÈðÄÊñòóóòíôõÊÊÈðÄÊñòóóòíôõ×

A�ô���%ÊëÊ ì�ÊÁÃÁÊÊ ì�ÊÁ�ë×

�ÖÜÞÝøÚÖ×ØÕ×�ÞÜþþÖÕþÖùÜØÚß×ÚÜÖÞùÞ�Ý× �×û×× �×��×

�ÖÜÞÝøÚÖ×ØÕXøÖÕâ×ÖÚÝÚÖ�Ú×øÕÖ×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ× �×å×ûû�×× �ü�×

5ïöïñ'ï�ÊìëÊ ìÃÊ ÂêÊÊ ì�ÊÁÃÁ×

��×*:Ô×èè×"÷��÷��×-��à�×ä�üçûV×çèèXçèåû

�Þ×2�ÞÚ×çüæ×çèèæ×�Õ�ÜÖØùÝ×�ý×ùÝÝ�Úß×*:Ô×èè×âùúúùÕÞ×Õø×ãÕÞßÝ×ãÚÜÖùÞ�×ùÞØÚÖÚÝØ×ÜØ×ä�üçûV×þÚÖ×ÜÞÞ�â×ÜÞß×ß�Ú×ÕÞ×2�ÞÚ×çüæ×çèåû�×�ÙÚ×

ãÕÞßÝ×�ÚÖÚ×ùÝÝ�Úß×ÜØ×åèè�äûV×ÜÞß×þÖÕáÚÚßÝ×ÖÚáÚù�Úß×ÜøØÚÖ×ßÚß�áØùÞ�×ÖÚúÜØÚß×áÕÝØÝ×ÜâÕ�ÞØÚß×ØÕ×*:Ô×����×âùúúùÕÞ�×�ÙÚ×ãÕÞßÝ×ÜÖÚ×

×�Üú�Úß×ÕÞ×ÜÞ×ÜâÕÖØù�Úß×áÕÝØ×ãÜÝùÝ�
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7. LEGAL RESERVES

GENERAL RESERVE RESERVE FOR TREASURY SHARES HELD BY THE GROUP

   
  

2012
CHF millions

2012
CHF millions

 
 
 

  

January 1 and December 31 January 1
Reduction due to cancellation of treasury shares
(CHF 2 081 million of repurchased shares less
their nominal value of CHF 20 million)
Transfer from/to free reserves
December 31

The general reserve must be accumulated until it is at least 20%
of the share capital of Novartis AG in order to comply with the SCO. 

 CAPITAL CONTRIBUTION RESERVE

 
  

Novartis AG has met the legal requirements for legal reserves
underArtic|es 659 et. seq. and 663b.10 SCO forthe treasury shares
detailed in Notes 5 and 6.

2012
CHF millions

January 1 and December 31

8. FREE RESERVES

2012
cHF millions

January 1 39 271
Transfer to unappropriated earnings — 478
Transfer to/from reserve for treasury shares 469
December 31 39 262 

9. CHF 800 MILLION BONDS 3.625% 2008/2015

On June 26, 2008, Novartis AG issued CHF 800 million of bonds bearing interest at 3.625% per annum and due on June 26, 2015. The
bonds were issued at 100.35% and proceeds received after deducting related costs amounted to CHF 787.9 million. The bonds are
valued on an amortized cost basis.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Financial Statements of Novartis AG
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åè�×*���÷�ý3��×�÷�-÷�÷�÷3�

Ê 5ïöÊìëTÊÁêëìÊÊ 5ïöÊìëTÊÁêëÁ×

Ê ÈðÄÊñòóóòíôõÊÊ ÈðÄÊñòóóòíôõ×

ý�ÜÖÜÞØÚÚÝ×ùÞ×øÜ�ÕÖ×Õø×Ý�ãÝùßùÜÖùÚÝ×ØÕ×áÕ�ÚÖ×áÜþùØÜú×ÜÞß×ùÞØÚÖÚÝØ×Õø×ãÕÞßÝ×ÜÞß×áÕââÚÖáùÜú×þÜþÚÖ×þÖÕ�ÖÜâÝ×�×× ×× ×

ØÕØÜú×âÜ�ùâ�â×ÜâÕ�ÞØ×*:Ô×çç×å�ç×âùúúùÕÞ×ÓçèåçP×*:Ô×çû×ç��×âùúúùÕÞé× åå×üü�×× åä×ü��×

�ØÙÚÖ×��ÜÖÜÞØÚÚÝ×ùÞ×øÜ�ÕÖ×Õø×Ý�ãÝùßùÜÖùÚÝæ×ÜÝÝÕáùÜØÚß×áÕâþÜÞùÚÝ×ÜÞß×ÕØÙÚÖÝ×�×× ×× ×

ØÕØÜú×âÜ�ùâ�â×ÜâÕ�ÞØ×*:Ô×ç×û�ç×âùúúùÕÞ×ÓçèåçP×*:Ô×ç×ü×âùúúùÕÞé× å×äè×× å×ççè×

Ìíî�óÊöíôîòô,ïôîÊóò�'òóòîòïõÊ ëÁÊ��ÂÊÊ ë�Ê ��×

åå�×!3ý÷��!��÷��æ×;��÷�ý×!3��!÷*�÷���×��à×"�2�!×�:�!3:��à3!�

�ÙÚ×*ÕâþÜÞÛQÝ×�ÖØùáúÚÝ×Õø×÷ÞáÕÖþÕÖÜØùÕÞ×ÝØÜØÚ×ØÙÜØ×ÞÕ×þÚÖÝÕÞ×ÕÖ×

ÚÞØùØÛ×ÝÙÜúú×ãÚ×ÖÚ�ùÝØÚÖÚß×�ùØÙ×ØÙÚ×Öù�ÙØ×ØÕ×�ÕØÚ×øÕÖ×âÕÖÚ×ØÙÜÞ×çV×

Õø×ØÙÚ×ÝÙÜÖÚ×áÜþùØÜú×ÜÝ×ÝÚØ×øÕÖØÙ×ùÞ×ØÙÚ×*ÕââÚÖáùÜú×!Ú�ùÝØÚÖ�×÷Þ×þÜÖ1

Øùá�úÜÖ×áÜÝÚÝ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×âÜÛ×ÜúúÕ�×Ú�ÚâþØùÕÞÝ×øÖÕâ×

ØÙÚ×úùâùØÜØùÕÞ×øÕÖ×ÖÚ�ùÝØÖÜØùÕÞ×ùÞ×ØÙÚ×ÝÙÜÖÚ×ÖÚ�ùÝØÚÖ�

�ááÕÖßùÞ�×ØÕ×ØÙÚ×ÝÙÜÖÚ×ÖÚ�ùÝØÚÖæ×ÝÙÜÖÚÙÕúßÚÖÝ×Õ�ÞùÞ�×çV×ÕÖ×

âÕÖÚ×Õø×ØÙÚ×*ÕâþÜÞÛQÝ×áÜþùØÜú×ÜØ×àÚáÚâãÚÖ×äåæ×Ú�áú�ßùÞ�×ØÖÚÜÝ�ÖÛ×

ÝÙÜÖÚÝ×ÙÚúß×ãÛ×�Õ�ÜÖØùÝ×�ý×ÜÞß×ÕØÙÚÖ×�Õ�ÜÖØùÝ×Ý�ãÝùßùÜÖùÚÝæ×ÜÖÚ×ÜÝ×

øÕúúÕ�ÝP

Ê YÊ(íó&òô,ÊíSÊÊ YÊ(íó&òô,ÊíS×

Ê õ(��ïÊö�
òî�óÊÊ õ(��ïÊö�
òî�ó×

Ê 5ïöïñ'ï�ÊìëTÊÁêëìÊÊ5ïöïñ'ï�ÊìëTÊÁêëÁ×

�Õ�ÜÖØùÝ×ÔÕ�ÞßÜØùÕÞ×øÕÖ× ×× ×

3âþúÕÛÚÚ×.ÜÖØùáùþÜØùÕÞæ×× ×× ×

-ÜÝÚúæ×��ùØ�ÚÖúÜÞß× ä�è×× ��è×

3âÜÝÜÞ×�ýæ×-ÜÝÚúæ×��ùØ�ÚÖúÜÞß× ä�ä×× ä�ä×

÷Þ×ÜßßùØùÕÞæ×�Õ�ÜÖØùÝ×�ý×�ÜÝ×ùÞøÕÖâÚß×ØÙÖÕ��Ù×Ü×ÞÕØùøùáÜØùÕÞ×ØÙÜØ×

�ÕÖ�ÚÝ×-ÜÞ#×Ó*ÚÞØÖÜú×-ÜÞ#×Õø×�ÕÖ�ÜÛéæ×�ÝúÕæ×�ÕÖ�ÜÛæ×ÙÕúßÝ×ç�èäV×

ÓçèåçP×ç�ç�Vé�

Ô�ÖØÙÚÖâÕÖÚæ×ØÙÚÖÚ×ÜÖÚ×ØÙÚ×øÕúúÕ�ùÞ�×ÕØÙÚÖ×Ýù�ÞùøùáÜÞØ×ÝÙÜÖÚ×ÙÕúßÚÖÝP

�ÙÜÖÚÙÕúßÚÖÝ×ÖÚ�ùÝØÚÖÚß×ÜÝ×ÞÕâùÞÚÚÝP

�×2."ÕÖ�ÜÞ×*ÙÜÝÚ×-ÜÞ#æ×�Ú�×ZÕÖ#æ×/ÞùØÚß×�ØÜØÚÝæ×ÙÕúßÝ×åå�åV×

ÓçèåçPUåå��Vé�

�×�ÕÖØÖ�ÝØ×�ÕâùÞÚÚÝæ×�ÕÞßÕÞæ×/ÞùØÚß×RùÞ�ßÕâæ×ÙÕúßÝ×ä�çV×

ÓçèåçPUä�äVé�

�×�ÙÚ×-ÜÞ#×Õø×�Ú�×ZÕÖ#×"ÚúúÕÞæ×�Ú�×ZÕÖ#æ×/ÞùØÚß×�ØÜØÚÝæ×ÙÕúßÝ×

��üV×ÓçèåçP×û�èVé×ØÙÖÕ��Ù×ùØÝ×�ÕâùÞÚÚÝ×"ÚúúÕÞ×-ÜÞ#æ×3�ÚÖÚØØæ×
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12. EXECUTIVE AND BOARD OF DIRECTORS COMPENSATION DISCLOSURES

Novartis AG's financial statements have been prepared in accor-
dance with the requirements of Swiss company law, the Swiss Code
of Obligations (SCO). This note therefore differs in certain signifi-
cant respects from compensation disclosures in note 27 to the
Group’s consolidated financial statements, which have been
prepared in accordance with International Financial Reporting
Standards (IFRS), mainly due to different expense recognition rules
being applied.

12.1) COMPENSATION OF MEMBERS OF THE EXECUTIVE COMMITTEE

GENERAL PRINCIPLES

The compensation policies, performance management process
and incentive plans apply equally to the members of the Executive
Committee.

Decisions concerningthe compensation of the members of the
Executive Committee are based on an evaluation of the individual

performance of the members of the Executive Committee as well
as on the performance of their respective business area or func-
tion. Compensation of the members of the Executive Committee
is highly linked to Novartis’ performance against performance
objectives. The financial criteria for short-term performance
appraisal of the CEO include growth objectives for net sales, oper-
ating income, net income, free cash-flow, earnings per share as
well as market share. For long-term performance appraisal, the
financial criterion is the Novartis Economic Value Added (NVA).
NVA is a measure of the Group's performance taking into account
Group operating income adjusted for interest, taxes and charge for
the cost of capital or, more simply, the value created in excess of
the expected return of the Company's investors (i.e. the sharehold-
ers and debt holders). See also page 120 of the Annual Report for
information regarding NVA calculation.

The metrics of performance objectives are designed to appro-
priately balance short-term and long-term objectives. On the one
hand, objectives are set at ambitious levels each year to motivate
a high degree of business performance with emphasis on longer
term financial objectives. On the other hand, they are also designed
to avoid inappropriate or excessive risk.

COMPENSATION FOR PERFORMANCE IN 2013 AND 2012

The following compensation tables disclose the compensation
granted to the CEO and the members of the Executive Committee
for performance in 2013 with comparatives to 2012. The following
paragraphs describe the principles underlying the data in the
tables.
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ALIGNMENT or REPORTING AND PERFORMANCE

The compensation tables synchronize the reporting of annual com-
pensation with the performance in the given year, i.e., all amounts
awarded for performance in 2013 and 2012, including the future
LSSP/ESOP match, are disclosed in full in the tables of 2013 and
2012.

DISCLOSURE STRUCTURE

The compensation table shows the compensation granted to the
CEO and each member ofthe Executive Committee for performance
in 2013 for all compensation elements.

The column "Future LSSP/ESOP match” reflects shares to be
awarded in the future if the member of the Executive Committee

remains with Novartis for at least three or five years, respectively.
The members of the Executive Committee were invited to invest

their annual incentive awards for 2013 and 2012 either in the five-

year Leveraged Share Savings Plan (LSSP) or in the three-year
Swiss Employee Share Ownership Plan (ESOP) to further align their
interests with those of our shareholders. Under the plan rules, par-
ticipants will receive additional shares ("matching shares”) after
the expiration of eitherthe three- orfive-year vesting period. Under
the three-year ESOP, for every two shares invested, the participant
receives one matching share. Under the five-year LSSP, each share
invested entitles the participant to receive one matching share. If
a participant leaves Novartis prior to the expiration of the vesting
period, in general, no matching shares are awarded.

VALUATION PRINCIPLES

In order to allow a comparison with other companies, the Compen-
sation Committee decided to disclose shares, restricted shares,

RSUs and ADR at their market value on the date of grant. Market
value is the current quoted share price at which a director or an
associate is granted a share, a restricted share or a restricted stock
unit at grant date. The market value of share options was calcu-
lated for past years by using an option pricing valuation model as
per grant date.

The total expense for the year for the compensation awarded
to the members of the Board of Directors and the members of the

Executive Committee using IFRS measurement rules is presented
in our Financial Report in note 27 to the Group's audited consoli-
dated financial statements.
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2ÕÝÚþÙ×2ùâÚÞÚ�×× ×× ×× ×× ×× ×× ×× ×× ×× ×× ×× ×
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ÝÚÖ�ùáÚ×ÕÞ×ØÙÚ×ÖÚÝþÚáØù�Ú×�ÚÝØùÞ�×ßÜØÚ�×�ùÞáÚ×2�ÚÖ�ÚÞ×-ÖÕ#ÜØ�#Û1ýÚù�ÚÖ×�ùúú×ÖÚÜáÙ×ØÙÚ×ÝØÜØ�ØÕÖÛ×
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ÙùÝ×þÖÕ×ÖÜØÜ×áÕâþÚÞÝÜØùÕÞ×Õ�ÚÖ×ØÙÚ×þÚÖùÕß×øÖÕâ×2ÜÞ�ÜÖÛ×åæ×çèåä×ØÕ×�þÖùú×äèæ×çèåä×Óù�Ú�×ØÙÚ×
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EXECUTIVE COMMITTEE MEMBER MARKET VALUE COMPENSATION FOR PERFORMANCE YEAR 2012‘

Base Total
compensation Variable compensation Eenetits Total compensation

Short-term incentive plans Long-term incentive plan:
Including

Long-Term Future futurePerformance Pension Other LSSP/ESOP LSSP/ESOP
Equity Plan “Select” Plan henetits benefits match’ matcli 1”‘

Shares Shares Options Sllares Sllares
cash cash (Market (Market (Market (Market (Market

Currency (Amount) (Amount) value)’ value)’ value)‘ value)‘ (Amount)‘ (Amount)7 (Amount)' value) (Amount)
Joseph Jimenez
(Chief Executive Officer) CHF 2 025 000 1 370 300 O 4 795 941 0 4 747 013 161 200 128 734 13 228 188 0 13 228 188
Juergen Brokatzky-Geiger CHF 708 750 O 625 330 1 250 536 0 731 145 148 594 10 084 3 474 439 625 330 4 099 769
Kevin Buehler” USD 1 118 333 202 897 504 048 2 827 532 0 1 753 300 413 056 62 930 6 882 096 504 048 7 386 144
Felix R. Ehrat CHF 743 333 O 750 149 1 500 112 0 432 702 158 498 0 3 584 794 750 149 4 334 943

David Epstein USD 1 158 332 525 953 727 166 3 132 643 0 1 666 814 325 563 26 191 7 562 662 727 166 8 289 828
Mark C. Fishman USD 990 000 23 265 966 736 3 960 038 0 1 547 029 242 832 118 319 7 848 219 966 736 8 814 955

Jeff George CHF 791 667 220 000 220 022 880 027 0 636 250 111 932 55 412 2 915 310 110 011 3 025 321
George Gunn CHF 862 500 716 300 O 1 193 710 0 1 213 762 108 382 0 4 094 654 0 4 094 654
Naomi Kelman
(until February 29, 2012)“ USD 102 782 51 667 O 0 0 0 3 196 904 469 1062 114 0 1062 114
Andrin Oswald CHF 791 667 O 304 058 608 054 0 636 250 118 132 38 520 2 496 681 304 058 2 800 739

Jonathan Symonds CHF 916 667 0 621011 1 552 557 0 1377 021 161 817 17135 4646 208 621011 5 267 219
Brian McNamara
(as from March 1, 2012) ” USD 500 000 94 169 140 002 464 869 0 260 580 45 053 19 710 1 524 383 140 002 1 664 385

CHF 10 466057 3 148 166 4 711 715 21 513 910 0 14 673 602 1 933 597 1 310 446 57 757 493 4 601 704 62 359 197

‘Does not include reimbursement for travel and other necessary business expenses incurred in
the performance of their services as these are not considered compensation.

3 Participants elected to invest some or all of the value of their annual incentive in the Leveraged
Share Savings Plan (LSSP) with a five-year vesting period or the Swiss Employee Share
Ownership Plan (ESOP) with a three-year vesting period rather than to receive cash.

3Novartis shares granted under the Novartis Equity Plan "Select" have a three-year vesting
period.

‘Novartis share options granted under the Novartis Equity Plan "Se|ect” are tradable. Share
options granted outside North America will expire on January 17, 2023, have a three-year
vesting period and have an exercise price of CHF 61.70 per share (the closing price of Novartis
shares on the grant date of January 17, 2013). Based on the option pricing valuation model as
per grant date, the value of the share options granted outside North America used in this table
was CHF 4.28. Share options on ADSs granted to participants in North America will expire on
January 17, 2023, have a three-year vesting period and an exercise price of USD 66.07 per ADS
(the closing price of Novartis ADSs on the grant date of January 17, 2013). Based on the option
pricing valuation model as per grant date, the value of the share options on ADSs granted to
participants in North America used in this table was USD 4.37.

5Awarded based on the achievement of Novartis Economic Value Added (NVA) objectives over
the performance period ended December 31, 2012.

‘Service costs of pension and post-retirement healthcare benefits accumulated in 2012.
7|nc|udes perquisites and other compensation valued at market price. Does not include cost
allowances and tax-equalization payments regarding the international assignment of David
Epstein, Jeff George and Andrin Oswald. Does not include an annual pension in payment for
Kevin Buehler as a result of a change of control clause (USD 491 174). Does not include
dividend equivalents paid in 2012 to Kevin Buehler (USD 529 387) for pre Alcon merger RSUs
grants, to David Epstein (USD 138 011), Mark C. Fishman (USD 189845) and Brian McNamara
(USD 17 122) for RSUs grants made in or prior to 2010.

‘The value of all equity grants included in this table has been calculated based on market value.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

9 Reflects shares to be awarded in the future under the share saving plans, either the five-year
Leveraged Share Savings Plan (LSSP) or the three-year Swiss Employee Share Ownership Plan
(ESOP). Participants will receive additional shares (“matching shares”) after the expiration of
either the five- or three-year vesting period.

“The values of the shares, RSUs and share options reflected in this table have been calculated
based on market value. The closing share price on the grant date January 17,2013 was
CHF 61.70 per Novartis share and USD 66.07 per ADS.

“ All amounts are gross amounts (i.e., before deduction of social security and income tax due by
the executives). The employer social security contribution is not included.

'2 Excludes 35 153 performance shares awarded to Kevin Buehler, against the share price of
USD 54.51 for performance prior to the Alcon merger.

'3 Naomi Kelman stepped down from the Executive Committee as per February 29, 2012. The
base compensation and benefits information in the table reflects her pro rata compensation
over the period from January 1, 2012 to February 29, 2012 (i.e. the period during which she
was member of the Executive Committee). The other compensation (“Other benefits") includes
the contractual compensation and benefits from March 1, 2012 to December 31, 2012 due in
compensation for the twelve-month notice set forth in her employment contract. The other
compensation (“Other benefits") does not include the fair market compensation
(USD 1 263 223 related to the period between March 1,2012 and December 31, 2012) for
refraining to compete with any business of Novartis for twelve months following her departure.
Ms. Kelman will receive this payment in 2013 partly in cash and partly in shares subject to her
continued compliance with the non-compete terms. Of the 88 000 shares reported in the
Annual Report 2011 as a Special Share Award, 70 500 shares have forfeited, while 17 500
shares contractually vested in 2012.

“The table reflects the compensation as Permanent Attendee to the Executive Committee from
March 1, 2012 until December 31,2012.

“Amounts in USD for Kevin Buehler, David Epstein, Mark C. Fishman, Naomi Kelman and Brian
McNamara were converted at a rate of CHF 1.00 = USD 1.067, which is the same average
exchange rate used in the Group's consolidated financial statements.

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Financial Statements of Novartis AG
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þÕØÚÞØùÜú×�Õ�ÜÖØùÝ×ÜÝÝÕáùÜØÚÝ×ÜÞß×øÕÖ×ÝþÚÚáÙÚÝ×ÜØ×#ÚÛ×�Õ�ÜÖØùÝ×
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.ÜÛâÚÞØÝ×�ùúú×ãÚ×ÝØÜ��ÚÖÚß×ãÜÝÚß×ÕÞ×ØÙÚ×�ÚÝØùÞ�×þÚÖùÕß×ÜØ×ÙùÝ×
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The aggregate amount of compensation of all members of the
Executive Committee in 2013 is CHF 67 725 713 (compared to
CHF 62 359 198 in 2012). The factors which may influence in one
way or another the difference of the aggregate amount of compen-
sation of all members of the Executive Committee between 2013

and 2012 include, among others, the share price evolution over the
last 12 months (i.e. an impact of CHF 3.3 million) and personnel
changes within the Executive Committee.

12.2)COMPEN$ATION OF BOARD MEMBERS

GENERAL PRINCIPLES

The Board of Directors determines the compensation of its
members, otherthan the Chairman, each year, based on a proposal
by the Compensation Committee and advice from its independent
advisor.

COMPENSATION or THE CHAIRMAN or THE BOARD

Daniel Vasella, M.D.

After 17 years of service as our Chairman, including 14 years as
CEO and Chairman, 2013 saw the retirement of Dr. Daniel Vasella
from the Board of Directors. The Board of Directors wishes to thank

Dr. Vasella for his leadership in creating Novartis; for his dedica-
tion to the Company; for transforming the business portfolio to
focus on healthcare, building a world-leading research organiza-
tion and a strong leadership team; and forforging a reputation that
is among the best in the industry and beyond.

Since the 2013 AGM, when he stepped down, Dr. Vasella has
provided certain transitional services, including select Board man-
dates with subsidiaries of the Company, to support the ad-interim
Chairman and the new Chairman. For his services during this tran-
sition period, from the AGM on February 22, 2013 to October 31,
2013, Dr. Vasella received cash compensation of CHF 2.7 million,
and 31 724 unrestricted shares on October 31, 2013 (market value
of the shares at the time of delivery was CHF 2.2 million). During
the same period, the Company reimbursed the cost of Dr. Vasel-
|a’s professional legal and financial advice amounting to
CHF 161 983, and the cost of terminating his life insurance, amount-
ing to CHF 60 166. For this period, a total amount of CHF 5.1 mil-
lion was paid to him.

Dr. Vasella has subsequently been available to the Company, at
the CEO’s request and discretion, to provide coaching to high-
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potential Novartis associates and for speeches at key Novartis
events. This agreement became effective on November 1, 2013
and will last until the end of 2016. Dr. Vasella will be compensated
at a rate of USD 25 000 per day, with an annual guaranteed min-
imum fee of USD 250 000 for each of the calendar years 2014,
2015 and 2016. During November and December 2013, Dr. Vasella
did not provide any coaching to associates and did not receive any
compensation for this period.

Dr. Vasella will hold the title of Honorary Chairman in recogni-
tion of his significant achievements on behalf of the Company.
There are no rights associated with this role in addition to his fidu-
ciary duty as Honorary Chairman, and Dr. Vasella will not attend
Board meetings or receive Board documents. No compensation
will be provided in relation to this role other than administrative
support and security which are usual and customary for a position
of this nature.

Joerg Reinhardt, Ph.D.
At the 2013, AGM shareholders elected Dr. Joerg Reinhardt to the
Board of Directors as our Chairman, effective August 1, 2013.

As our Chairman, Dr. Reinhardt will receive total annual

compensation valued at CHF 3.8 million. The total compensation
is comprised equally of cash and shares, as follows:
— Cash compensation: CHF 1.9 million per year
—Share compensation: annual value equal to CHF 1.9 million of

unrestricted Novartis shares

Unless the Chairman decides to waive it, his total compensation
shall increase for each period from Annual General Meeting to the
succeeding Annual General Meeting at a rate at least equal to the
average rate of the base salary increase granted to the Swiss exec-
utive associates of Novartis. Dr. Reinhardt is eligible for pension
and insurance benefits according to the standard Novartis benefit
plans. There is no variable or other component to his regular com-
pensation.

Dr. Reinhardt will also receive compensation for lost entitle-
ments at his former employer, with a total value of EUR 2.6 million.
Payments will be staggered based on the vesting period at his
former employer, and extend overthe period from 2014-2016, pro-
vided that he remains in office as our Chairman at the respective
due dates. On January 31, 2014, 2015 and 2016 he will respec-
tively receive EUR 748 000, EUR 871 251 and EUR 1 045 800.
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COMPENSATION IN 2013 AND 2012

The following compensation tables disclose the compensation
granted to Board members in 2013 with comparatives to 2012.

BOARD MEMBER COMPENSATION IN 2013‘

Corporate Annual cash Shares
Governance compen- (Market

Board Audit and Compen- and Delegated sation value) Other Total
memher- Vice Chairman's Compliance Risk sation Nomination board (CHF) (CHF) Shares (CHF) (CHF)

ship Chairman Committee Committee Committee Committee Committee membership (A) (B)? (Number) (C) (A)+(B)+(C)
Daniel Vasella
(until Feb 22, 2O13)3 Chair Chair -'9 -9 -‘ 0‘ 707 283 697148 11299 1573 3345 2 977 765
Joerg Reinhardt
(as of Aug 1, 2013)5 Chair Chair 791667 950 023 14 064 1591247 1900 814
Ulrich Lehner Chair a.i.9 - - - - - 0 6291689 629 2179 10198 69 8259 1328 210
Enrico Vanni - - - - Chair 355 000 355 022 5 754 410109 751032
Dimitri Azar - - 225 000 225 020 3 647 — 450 020
Verena A. Briner - 175 000 175 043 2 837 18 7829 368 825

William Brody” - 0 - 262 500 262 534 4 255 — 525 034
Srikant Datar 0 - Chair - 0 360000 360020 5 835 — 720020

Ann Fudge 0 - 0 - 250 000 250 008 4 052 — 500 008
Pierre Landolt“ 0 Chair — 410 058 6 646 213499 431407

Charles L. Sawyers - 175 000 175 043 2 837 — 350 043
Andreas von Planta - - Chair - 280 000 280 056 4 539 29 023 9 589 079

Wendelin Wiedeking - - - — 450040 7 294 26 8939 476 933
William T. Winters 0 175 000 175 043 2 837 — 350 043

Rolf M. Zinkernagel 12 0 - - 325 000 325 036 5 268 34 382 9 684 418
Total 4 710 618 5 719 311 91 362 1 973 722 12 403 651

1 Does not include reimbursement for travel and other necessary business expenses incurred in the performance of their services as these are not compensation.
2The value of the shares reflected in this column has been calculated based on market value of the shares at grant date. All shares, except those granted to Joerg Reinhardt, were granted as per
January 17,2013 against the prevailing share price of CHF 61.70. Joerg Reinhardt's compensation in the form of shares was granted as per August 2,2013 against the prevailing share price of
CHF 67.55.

3 Daniel Vase||a’s compensation set out in this table reflects the Chairman period from Jan 1, 2013 to Feb 22,2013 and does not include further payments related to the post Chairman period, which
are disclosed in the section "Compensation of the Chairman of the Board".

‘During his Chairmanship (i.e. until February 22,2013), Daniel Vasella attended the meetings of these Committees as a guest without voting rights.
5|nc|udes inter alia social security costs due by the individual and paid by the company, pension costs for the Chairman period as well as a one-off pension contribution.
5Dr. Reinhardt will also receive compensation for lost entitlements at his former employer, with a total value of EUR 2.6 million. Payments will be staggered based on the vesting period at his former
employer, and extend over the period from 2014-2016, provided that he remains in office as our Chairman at the respective due dates. On January 31, 2014, 2015 and 2016 he will respectively
receive EUR 748000, EUR 871251 and EUR 1045 800.

7|nc|udes social security costs due by the individual and paid by the company and pension costs.
“Ulrich Lehner was Chairman of the Board on an ad interim basis for the period from February 22,2013 until July 31, 2013. For this role and time interval, he received a cash compensation of

CHF 395 834 and an equal payment in form of shares granted as per January 17, 2013 against the prevailing share price of CHF 61.70 (6 416 shares) and delivered on August 2, 2013.
glncludes social security costs due by the individual and paid by the company.

‘°The Board of Directors has delegated William Brody to the Board of Directors of the Genomics Institute of the Novartis Research Foundation (GNF).
“According to Pierre Landolt, the Sandoz Family Foundation is the economic beneficiary of the compensation.
"The Board of Directors has delegated Rolf M. Zinkernagel to the Scientific Advisory Board of the Novartis Institute for Tropical Diseases (NITD) and to the Board of Directors of the Genomics Institute

of the Novartis Research Foundation (GNF).
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í��îïÊÊ ÊÊ Çôô��óÊö�õ(ÊÊÊ Ë(��ïõÊÊÊ ÊÊ ÊÊ Ê

Ê ÊÊ ÊÊ ÊÊ ÊÊ ÊÊ ÊÊ Òí)ï�ô�ôöïÊÊ ÊÊ öíñ
ïô�ÊÊ �Î��OïîÊÊ ÊÊ ÊÊ Ê

Ê �í��&ÊÊÊ ÊÊ ÊÊ Ç�&òîÊ�ô&ÊÊ ÊÊ Èíñ
ïô�ÊÊ �ô&ÊÊ 5ïóï,�îï&ÊÊÊ õ�îòíôÊÊÊ )�ó�ï�ÊÊ ÊÊ Ïî(ï�ÊÊ Ìíî�óÊ

Ê ñïñ'ï��ÊÊ ÐòöïÊÊ È(�ò�ñ�ôfõÊÊÊÈíñ
óò�ôöïÊÊ ÑòõOÊÊ õ�îòíôÊÊÊ Æíñòô�îòíôÊÊ 'í��&ÊÊÊ �ÈðÄ�ÊÊ Ê�ÈðÄ�ÊÊ Ë(��ïõÊÊÊ �ÈðÄ�ÊÊ �ÈðÄ�Ê

Ê õ(ò
ÊÊÈ(�ò�ñ�ôÊÊÊÈíññòîîïïÊÊÊÈíññòîîïïÊÊ ÈíññòîîïïÊÊ ÈíññòîîïïÊÊ ÈíññòîîïïÊÊñïñ'ï�õ(ò
ÊÊ �Ç�ÊÊ ���ÊÊÁÊ �Æ�ñ'ï��ÊÊ �È�ÊÊ �Ç�g���g�È�Ê

àÜÞùÚú×;ÜÝÚúúÜ× *ÙÜùÖ×× ×× *ÙÜùÖ×j k××äj k××äj k××äj k××ä× ×× �×ååè×�ûè×× ×ç�å×åû×× åûç×èüä×× �åû×èç�××�× åä×èü�×û�ç×

/úÖùáÙ×�ÚÙÞÚÖj k×j k×j k×j k×j k×j k×× *ÙÜùÖ×× ×× �èû×èèè×× �èû×èä�×× �×��ä×× �ä×è�è××û× ûä×åè�×

àùâùØÖù×��ÜÖj k×× ×× ×× ×× ×× ×× ×× ×× å�è×èèè×× çåè×èçû×× ä×�û×× �××× äûè×èçû×

9ùúúùÜâ×-ÖÕßÛ×üj k×× ×× ×× ×× ×j k×× ×j k×× çüç×ûèè×× çüç×û�û×× �×��×× �××× ûçû×è�û×

�Öù#ÜÞØ×àÜØÜÖj k×× ×j k×× *ÙÜùÖ×j k×j k×× ×× ×× äüè×èèè×× äüè×èûå×× ü×ü�ä×× �××× �çè×èûå×

�ÞÞ×Ô�ß�Új k×× ×× ×× ×j k×× ×j k×× ×× ççû×èèè×× ççû×èä×× �×åûç×× �××× �ûè×èä×

.ùÚÖÖÚ×�ÜÞßÕúØ×�j k×× ×× ×× ×× ×× ×j k×× ×× �××× �èè×èûè×× �×äå×× çä×���××û× �ç�×èç�×

3ÞÖùáÕ×;ÜÞÞùj k×× ×× ×j k×× ×× *ÙÜùÖ×× ×× ×× çûû×èèè×× çûû×èåå×× �×�èû×× äè×åûè××û× û�è×åüå×

�ÞßÖÚÜÝ×�ÕÞ×.úÜÞØÜj k×× ×× ×j k×× *ÙÜùÖ×× ×j k×× ×× çè×èèè×× çè×èûå×× û×åü�×× ç�×èçä××û× û�×è��×

9ÚÞßÚúùÞ×9ùÚßÚ#ùÞ�j k×× ×× ×j k×j k×× ×× ×× ×× �××× ûèè×è��×× �×ççü×× ç�×üè�××û× ûç�×üûü×

"ÜÖ7ÕÖùÚ×"���×ZÜÞ�j k×× ×× ×× ×× ×j k×× ×× ×× çèè×èèè×× çèè×èûç×× ä×ü�å×× ç�×å��××û× �ç�×çç�×

!Õúø×"�×eùÞ#ÚÖÞÜ�Úú×j k×× ×× ×× ×× ×× ×j k×j k×× äçû×èèè×× äçû×èä�×× û×���×× ä�×ää××û× ü�×�çè×

Ìíî�ó× ×× ×× ×× ×× ×× ×× ×× ×ÊÃÊÂÃìÊÁÂêÊÊ ëëÊÃÃ�Ê�ÃëÊÊ ÁëÂÊÁë�ÊÊ �Á�Ê�ë�ÊÊ ë�ÊëÂ�Ê�ÁÂ×

å×àÕÚÝ×ÞÕØ×ùÞáú�ßÚ×ÖÚùâã�ÖÝÚâÚÞØ×øÕÖ×ØÖÜ�Úú×ÜÞß×ÕØÙÚÖ×ÞÚáÚÝÝÜÖÛ×ã�ÝùÞÚÝÝ×Ú�þÚÞÝÚÝ×ùÞá�ÖÖÚß×ùÞ×ØÙÚ×þÚÖøÕÖâÜÞáÚ×Õø×ØÙÚùÖ×ÝÚÖ�ùáÚÝ×ÜÝ×ØÙÚÝÚ×ÜÖÚ×ÞÕØ×áÕâþÚÞÝÜØùÕÞ�
ç×�ÙÚ×�Üú�Ú×Õø×ØÙÚ×ÝÙÜÖÚÝ×ÖÚøúÚáØÚß×ùÞ×ØÙùÝ×áÕú�âÞ×ÙÜÝ×ãÚÚÞ×áÜúá�úÜØÚß×ãÜÝÚß×ÕÞ×âÜÖ#ÚØ×�Üú�Ú×Õø×ØÙÚ×ÝÙÜÖÚÝ×ÜØ×�ÖÜÞØ×ßÜØÚ�×�úú×ÝÙÜÖÚÝ×�ÚÖÚ×�ÖÜÞØÚß×ÜÝ×þÚÖ×2ÜÞ�ÜÖÛ×å�æ×çèåç×Ü�ÜùÞÝØ×ØÙÚ×þÖÚ�ÜùúùÞ�×ÝÙÜÖÚ×

þÖùáÚ×Õø×*:Ô×û��çè�
ä×àÜÞùÚú×;ÜÝÚúúÜ×ÜØØÚÞßÚß×ØÙÚ×âÚÚØùÞ�Ý×Õø×ØÙÚÝÚ×*ÕââùØØÚÚÝ×ÜÝ×Ü×��ÚÝØ×�ùØÙÕ�Ø×�ÕØùÞ�×Öù�ÙØÝ�
�×÷Þáú�ßÚÝ×ùÞØÚÖ×ÜúùÜ×ÝÕáùÜú×ÝÚá�ÖùØÛ×áÕÝØÝ×ß�Ú×ãÛ×ØÙÚ×ùÞßù�ùß�Üú×ÜÞß×þÜùß×ãÛ×ØÙÚ×áÕâþÜÞÛæ×þÚÞÝùÕÞ×ÜÞß×úùøÚ×ùÞÝ�ÖÜÞáÚ�
û×÷Þáú�ßÚÝ×ÝÕáùÜú×ÝÚá�ÖùØÛ×áÕÝØÝ×ß�Ú×ãÛ×ØÙÚ×ùÞßù�ùß�Üú×ÜÞß×þÜùß×ãÛ×ØÙÚ×áÕâþÜÞÛ�
ü×�ÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ÙÜÝ×ßÚúÚ�ÜØÚß×9ùúúùÜâ×-ÖÕßÛ×ØÕ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×Õø×ØÙÚ×ýÚÞÕâùáÝ×÷ÞÝØùØ�ØÚ×Õø×ØÙÚ×�Õ�ÜÖØùÝ×!ÚÝÚÜÖáÙ×ÔÕ�ÞßÜØùÕÞ×Óý�Ôé�
�×�ááÕÖßùÞ�×ØÕ×.ùÚÖÖÚ×�ÜÞßÕúØæ×ØÙÚ×�ÜÞßÕ�×ÔÜâùúÛ×ÔÕ�ÞßÜØùÕÞ×ùÝ×ØÙÚ×ÚáÕÞÕâùá×ãÚÞÚøùáùÜÖÛ×Õø×ØÙÚ×áÕâþÚÞÝÜØùÕÞ�
×�ÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ÙÜÝ×ßÚúÚ�ÜØÚß×!Õúø×"�×eùÞ#ÚÖÞÜ�Úú×ØÕ×ØÙÚ×�áùÚÞØùøùá×�ß�ùÝÕÖÛ×-ÕÜÖß×Õø×ØÙÚ×�Õ�ÜÖØùÝ×÷ÞÝØùØ�ØÚ×øÕÖ×�ÖÕþùáÜú×àùÝÚÜÝÚÝ×Ó�÷�àé×ÜÞß×ØÕ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×Õø×ØÙÚ×ýÚÞÕâùáÝ×÷ÞÝØùØ�ØÚ×

Õø×ØÙÚ×�Õ�ÜÖØùÝ×!ÚÝÚÜÖáÙ×ÔÕ�ÞßÜØùÕÞ×Óý�Ôé�
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�ÕØÚÝ×ØÕ×ØÙÚ×ÔùÞÜÞáùÜú×�ØÜØÚâÚÞØÝ×Õø×�Õ�ÜÖØùÝ×�ý

ëÁ\ì�ÊËðÇÑÍËÊÇÆ5ÊËðÇÑÍÊÏ�ÌÅÏÆËÊÏ6ÆÍ5Ê�WÊÍ4ÍÈ+ÌÅÐÍÊÈÏÎÎÅÌÌÍÍÊÊ

ÎÍÎ�ÍÑË

ËðÇÑÍËÊÇÆ5ÊËðÇÑÍÊÏ�ÌÅÏÆËÊÏ6ÆÍ5

�ÙÚ×øÕúúÕ�ùÞ�×ØÜãúÚÝ×ÝÙÕ�×ØÙÚ×ØÕØÜú×Þ�âãÚÖ×Õø×�ÚÝØÚß×ÜÞß×�Þ�ÚÝØÚß×

�Õ�ÜÖØùÝ×ÝÙÜÖÚÝ×ÕÖ×�à!Ýæ×ÜÝ×�Úúú×ÜÝ×!�/Ý×Óã�Ø×Ú�áú�ßùÞ�×�Þ�ÚÝØÚß×

âÜØáÙùÞ�×!�/Ý×øÖÕâ×���.X3��.×ÜÞß×�Þ�ÚÝØÚß×!�/Ý×øÖÕâ×��..é×

ÜÞß×ØÙÚ×ØÕØÜú×Þ�âãÚÖ×Õø×ÝÙÜÖÚ×ÕþØùÕÞÝ×Õ�ÞÚß×ãÛ×âÚâãÚÖÝ×Õø×ØÙÚ×

3�Úá�Øù�Ú×*ÕââùØØÚÚ×ÜÞß×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß×ØÕ×ØÙÚâ^å×ÜÝ×Õø×

àÚáÚâãÚÖ×äåæ×çèåäæ×ÜÞß×2ÜÞ�ÜÖÛ×å�æ×çèåä�

�Ý×Õø×àÚáÚâãÚÖ×äåæ×çèåä×ÜÞß×2ÜÞ�ÜÖÛ×å�æ×çèåäæ×ÞÕ×âÚâãÚÖ×Õø×

ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×ØÕ�ÚØÙÚÖ×�ùØÙ×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂å×

ØÕ×ØÙÚâ×Õ�ÞÚß×åV×ÕÖ×âÕÖÚ×Õø×ØÙÚ×Õ�ØÝØÜÞßùÞ�×ÝÙÜÖÚÝ×Õø×�Õ�ÜÖØùÝæ×

ÚùØÙÚÖ×ßùÖÚáØúÛ×ÕÖ×ØÙÖÕ��Ù×ÝÙÜÖÚ×ÕþØùÕÞÝ�

å×].ÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂×ÜÖÚ×Óùé×ØÙÚùÖ×ÝþÕ�ÝÚæ×Óùùé×ØÙÚùÖ×áÙùúßÖÚÞ×ãÚúÕ�×Ü�Ú×åæ×Óùùùé×ÜÞÛ×úÚ�Üú×ÚÞØùØùÚÝ×

ØÙÜØ×ØÙÚÛ×Õ�Þ×ÕÖ×ÕØÙÚÖ�ùÝÚ×áÕÞØÖÕúæ×ÜÞß×Óù�é×ÜÞÛ×úÚ�Üú×ÕÖ×ÞÜØ�ÖÜú×þÚÖÝÕÞ×�ÙÕ×ùÝ×ÜáØùÞ�×ÜÝ×ØÙÚùÖ×øùß�1

áùÜÖÛ�

ËðÇÑÍËÊÏ6ÆÍ5Ê�WÊÍ4ÍÈ+ÌÅÐÍÊÈÏÎÎÅÌÌÍÍÊÎÍÎ�ÍÑË

Ê Æ�ñ'ï�ÊíSÊõ(��ïõÊë

Ê ÊÊ ÇõÊíS
Ê ÇõÊíSÊÊ ÊA�ô���%Êë�TÊÁêëì
Ê Ê5ïöïñ'ï�ÊìëTÊÁêëìÊÊ ��ïõî�îï&�Á

2ÕÝÚþÙ×2ùâÚÞÚ�× �üû×èè�×× �åè×ä�è×

2�ÚÖ�ÚÞ×-ÖÕ#ÜØ�#Û1ýÚù�ÚÖ× çü×��×× ççü×ç�û×

RÚ�ùÞ×-�ÚÙúÚÖ× äåü×èä×× �ä�×�×

ÔÚúù�×!�×3ÙÖÜØ× ûç×üåü×× �×åäç×

àÜ�ùß×3þÝØÚùÞ× çû�×û�×× ç�ü×çèû×

"ÜÖ#×*�×ÔùÝÙâÜÞ× ä��×äû�×× äüû×ä��×

2Úøø×ýÚÕÖ�Ú× åç�×üüü×× åè�×ûçû×

ýÚÕÖ�Ú×ý�ÞÞ× åû�×�ü×× çç×���×

-ÖùÜÞ×"á�ÜâÜÖÜ× ä�×ç�ç×× ç�×åè×

�ÞßÖùÞ×�Ý�Üúß× åûè×åè×× åçû×�åû×

2ÕÞÜØÙÜÞ×�ÛâÕÞßÝ× ��××ä× å��×ç�×

:ÜÖÖÛ×RùÖÝáÙ×ÓÜÝ×øÖÕâ×"ÜÛ×åæ×çèåäé×�× ü×åèç×× ��×

Ìíî�óÊ ÁÊÁÂÁÊÃÃêÊÊ ÁÊìÁ�Ê �Â×

��×�×�ÕØ×ÜþþúùáÜãúÚ�
å×úÞáú�ßÚÝ×ÙÕúßùÞ�Ý×Õø×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂×ØÕ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×âÚâãÚÖÝ×ÓÝÚÚ×ßÚøùÞùØùÕÞ×

�ÞßÚÖ×åç�äé�
ç×÷Þ×çèåäæ×�Õ�ÜÖØùÝ×ÙÜÝ×ßÚáùßÚß×ØÕ×ßùÝáúÕÝÚ×ÝÙÜÖÚÙÕúßùÞ�Ý×Õø×3�Úá�Øù�Ú×*ÕââùØØÚÚ×âÚâãÚÖÝ×ÜØ×ØÙÚ×

ÛÚÜÖ×ÚÞß�×÷Þ×ÕÖßÚÖ×ØÕ×ÜáÙùÚ�Ú×áÕâþÜÖÜãùúùØÛ×�ùØÙ×ØÙÚ×þÖùÕÖ×ÛÚÜÖæ×ØÙÚ×2ÜÞ�ÜÖÛ×å�æ×çèåä×ÝÙÜÖÚÙÕúß1

ùÞ�Ý×ÙÜ�Ú×ãÚÚÞ×ÖÚÝØÜØÚß×ØÕ×Ú�áú�ßÚ×ÝÙÜÖÚÝ×�ÖÜÞØÚß×ÕÞ×ØÙÜØ×ßÜØÚ�
ä×2ÕÞÜØÙÜÞ×�ÛâÕÞßÝæ×�ÙÕ×ÝØÚþþÚß×ßÕ�Þ×øÖÕâ×ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×ÜÝ×þÚÖ×�þÖùú×äèæ×çèåäæ×

Õ�ÞÚß×å�å×ûèä×ÝÙÜÖÚÝ×ÜÝ×þÚÖ×�þÖùú×äèæ×çèåä�
�×.ÚÖâÜÞÚÞØ×ÜØØÚÞßÚÚ×ØÕ×ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ�

ËðÇÑÍÊÏ�ÌÅÏÆËÊÏ6ÆÍ5Ê�WÊÍ4ÍÈ+ÌÅÐÍÊÈÏÎÎÅÌÌÍÍÊÎÍÎ�ÍÑËÊë

Ê Æ�ñ'ï�ÊíSÊõ(��ïÊí
îòíôõÊÁ

Ê ×Ê ×Ê ×Ê ×Ê ×Ê ×Ê ÇõÊíSÊÊÊ ÇõÊíSÊ×

Ê Áêëì×Ê ÁêëÁ×Ê Áêëë×Ê Áêëê×Ê Áêê�×Ê Ïî(ï�×Ê5ïöïñ'ï�ÊìëTÊÁêëìÊÊ A�ô���%Êë�TÊÁêëì×

2ÕÝÚþÙ×2ùâÚÞÚ�× ×× ×× ×× ×× ûûç×è�ü×× åû�×çüü×× �è�×ä�ç×× �è�×ä�ç×

2�ÚÖ�ÚÞ×-ÖÕ#ÜØ�#Û1ýÚù�ÚÖ× ×× ×× ×× ×× ×× çåå×�üü×× çåå×�üü×× ääå×åû�×

RÚ�ùÞ×-�ÚÙúÚÖ× ×× ×× ×× ×× ×× üèû×��××ä× üèû×��×× üèû×��×

ÔÚúù�×!�×3ÙÖÜØ× ×× ×× ×× ×× ×× ×× ×× è×

àÜ�ùß×3þÝØÚùÞ× ×× ×× ×× ×× ×× ×× ×× è×

"ÜÖ#×*�×ÔùÝÙâÜÞ× ×× ×× ×× ×× ×× äç�×û��×× äç�×û��×× üè�×åç�×

2Úøø×ýÚÕÖ�Ú× ×× ×× å�å×ä�ü×× ��×ç�×× åû×äû�×× å×��ä×× çûü×ä�û×× çûü×ä�û×

ýÚÕÖ�Ú×ý�ÞÞ× ×× ×× ×× ×× ×× ��×ä�å×× ��×ä�å×× ��×ä�å×

-ÖùÜÞ×"á�ÜâÜÖÜ× ×× ×× ×× ×× ×× �×��ä×× �×��ä×× ×èèû×

�ÞßÖùÞ×�Ý�Üúß× ×× ×× ×× ×× ×× ×× ×× û×üää×

2ÕÞÜØÙÜÞ×�ÛâÕÞßÝ×�× ��×× ��×× ��×× ��×× ��×× ��×× ��×× û�×ä�×

:ÜÖÖÛ×RùÖÝáÙ×× ×× ×× ×× ×× ×× ×× ×× ×

ÓÜÝ×øÖÕâ×"ÜÛ×åæ×çèåäé×û× ×× ×× ×× ×× ×× ��×ûü�×× ��×ûü�×× ��×

Ìíî�óÊ ê×Ê ê×Ê ë�ëÊì�Ã×Ê ��Ê Á�×Ê ÂÃ�Ê�ìÂ×Ê ëÊÂÁÁÊÁê�×Ê ÁÊìÁ Ê Ã�ÊÊ ÁÊ���ÊÁì�×

��×�×�ÕØ×ÜþþúùáÜãúÚ�
å×�Ý×Õø×çèå�æ×ØÙÚ×ÝÙÜÖÚ×ÕþØùÕÞ×�ÖÜÞØÝ×ÙÜ�Ú×ãÚÚÞ×ßùÝáÕÞØùÞ�Úß×�ÞßÚÖ×ØÙÚ×�Õ�ÜÖØùÝ×30�ùØÛ×.úÜÞ×]�ÚúÚáØ̂�
ç×�ÙÜÖÚ×ÕþØùÕÞÝ×ßùÝáúÕÝÚß×øÕÖ×Ü×ÝþÚáùøùá×ÛÚÜÖ×�ÚÖÚ×�ÖÜÞØÚß×ùÞ×ØÙÜØ×ÛÚÜÖ×�ÞßÚÖ×ØÙÚ×�Õ�ÜÖØùÝ×30�ùØÛ×.úÜÞ×]�ÚúÚáØ�̂×�ÙÚ×áÕú�âÞ×]�ØÙÚÖ̂×ÖÚøÚÖÝ×ØÕ×ÝÙÜÖÚ×ÕþØùÕÞÝ×�ÖÜÞØÚß×ùÞ×çèè×ÕÖ×ÚÜÖúùÚÖæ×ØÕ×ÝÙÜÖÚ×ÕþØùÕÞÝ×

�ÖÜÞØÚß×ØÕ×ØÙÚÝÚ×Ú�Úá�Øù�ÚÝ×�ÙùúÚ×ØÙÚÛ×�ÚÖÚ×ÞÕØ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×âÚâãÚÖÝ×ÓÞÕÖ×.ÚÖâÜÞÚÞØ×�ØØÚÞßÚÚÝéæ×ÜÞß×ØÕ×ÝÙÜÖÚ×ÕþØùÕÞÝ×ãÕ��ÙØ×ÕÞ×ØÙÚ×âÜÖ#ÚØ×ãÛ×ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×âÚâãÚÖÝ×ÕÖ×

]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂×ØÕ×ØÙÚâ×ÓÝÚÚ×ßÚøùÞùØùÕÞ×�ÞßÚÖ×åç�äé�
ä×*ÕÞÝùÝØÝ×Õø×ÝÙÜÖÚ×ÝÚØØúÚß×ÜþþÖÚáùÜØùÕÞ×Öù�ÙØÝ×ÖÚÝ�úØùÞ�×øÖÕâ×áÕÞ�ÚÖÝùÕÞ×Õø×�úáÕÞ×Ú0�ùØÛ×ùÞØÕ×�Õ�ÜÖØùÝ×Ú0�ùØÛ�
�×2ÕÞÜØÙÜÞ×�ÛâÕÞßÝæ×�ÙÕ×ÝØÚþþÚß×ßÕ�Þ×øÖÕâ×ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×ÜÝ×þÚÖ×�þÖùú×äèæ×çèåäæ×Õ�ÞÚß×û�×ä�×ÝÙÜÖÚ×ÕþØùÕÞÝ×ÜÝ×þÚÖ×�þÖùú×äèæ×çèåä�
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12.3)SHARES AND SHARE OPTIONS OWNED BY EXECUTIVE COMMITTEE
MEMBERS

SHARES AND SHARE OPTIONS OWNED

The following tables show the total number of vested and unvested
Novartis shares or ADRs, as well as RSUs (but excluding unvested
matching RSUs from LSSP/ESOP and unvested RSUs from LTPP)
and the total number of share options owned by members of the
Executive Committee and "persons closely linked to them”1 as of
December 31, 2013, and January 17, 2013.

As of December 31,2013 and January 17,2013, no member of
the Executive Committee together with "persons closely |inked”1
to them owned 1% or more of the outstanding shares of Novartis,
either directly or through share options.

‘"Persons closely linked'' are (i) their spouse, (ii) their children below age 18, (iii) any legal entities
that they own or otherwise control, and (iv) any legal or natural person who is acting as their fidu-
clary.

SHARE OPTIONS OWNED BY EXECUTIVE COMMITTEE MEMBERS‘

SHARES OWNED BY EXECUTIVE COMMITTEE MEMBERS

Number of shares 1

 
As of

January 17, 2013
(restated)’

Joseph Jimenez 410 340
Juergen Brokatzky-Geiger 226 245
Kevin Buehler 434 898
Felix R. Ehrat 9 132

David Epstein 246 205
Mark C. Fishman 365 377

Jeff George 109 525
George Gunn 228 449
Brian McNamara 27 180
Andrin Oswald 125 715

Jonathan Symonds 144 829
Harry Kirsch (as from May 1, 2013)‘ NA
Total 2 327 895

 
NA - Not applicable.
1 Includes holdings of "persons closely linked’’ to Executive Committee members (see definition
under 12.3).

Zln 2013, Novartis has decided to disclose shareholdings of Executive Committee members at the
year end. In order to achieve comparability with the prior year, the January 17, 2013 sharehold-
ings have been restated to exclude shares granted on that date.

3Jonathan Symonds, who stepped down from the Executive Committee as per April 30, 2013,
owned 171 503 shares as per April 30, 2013.

‘Permanent attendee to the Executive Committee.

Number of share options’

2013 2012 2011 2010 2009 Other January 17, 2Ag1°3f
Joseph Jimenez 552 076 157 266 709 342
Juergen Brokatzky-Geiger 211 766 331 157
Kevin Buehler 605 8773 605 877
Felix R. Ehrat 0

David Epstein 0
Mark C. Fishman 327 594 604 129

Jeff George 141 396 97 827 15 359 1 793 256 375
George Gunn 94 371 94371
Brian McNamara 78 973 88 005
Andrin Oswald 5 633

Jonathan Symonds‘ NA NA NA NA NA NA 54 348
Harry Kirsch
(as from May 1, 2013)5 44 569 NA
Total 0 0 141 396 97 827 567 435 1 522 209 2 749 237

NA - Not applicable.
‘As of 2014, the share option grants have been discontinued under the Novartis Equity Plan “Se|ect".

 
2Share options disclosed for a specific year were granted in that year under the Novartis Equity Plan "Select." The column “0ther" refers to share options granted in 2008 or earlier, to share options
granted to these executives while they were not Executive Committee members (nor Permanent Attendees), and to share options bought on the market by the Executive Committee members or
"persons closely linked'' to them (see definition under 12.3).

3Consists of share settled appreciation rights resulting from conversion of Alcon equity into Novartis equity.
‘Jonathan Symonds, who stepped down from the Executive Committee as per April 30, 2013, owned 54348 share options as per April 30, 2013.
5Permanent Attendee to the Executive Committee.
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Notes to the Financial Statements of Novartis AG

0273

271



Á�Á bcdefghijkfclmjebblenjfomcfgjpqrs

åç�×3[3*/�÷;3×��à×-��!à×�Ô×à÷!3*��!�×*�".3����÷��×à÷�*���/!3�×Ó*���÷�/3àé

ëÁ\��ÊËðÇÑÍËÊÇÆ5ÊËðÇÑÍÊÏ�ÌÅÏÆËÊÏ6ÆÍ5Ê�WÊ�ÏÇÑ5ÊÎÍÎ�ÍÑË

�ÙÚ×ØÕØÜú×Þ�âãÚÖ×Õø×�ÚÝØÚß×ÜÞß×�Þ�ÚÝØÚß×�Õ�ÜÖØùÝ×ÝÙÜÖÚÝæ×�à!Ý×

ÜÞß×ÝÙÜÖÚ×ÕþØùÕÞÝ×Õ�ÞÚß×ãÛ×-ÕÜÖß×âÚâãÚÖÝ×ÜÞß×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×

úùÞ#Úß̂×ÓÝÚÚ×ßÚøùÞùØùÕÞ×�ÞßÚÖ×åç�äé×ØÕ×ØÙÚâ×ÜÝ×Õø×ØÙÚ×ÚÞß×Õø×ØÙÚ×ßÜÛ×

Õø×àÚáÚâãÚÖ×äåæ×çèåäæ×ÜÞß×ØÙÚ×ÚÞß×Õø×ØÙÚ×ßÜÛ×Õø×2ÜÞ�ÜÖÛ×å�æ×çèåäæ×

ùÝ×ÝÙÕ�Þ×ùÞ×ØÙÚ×øÕúúÕ�ùÞ�×ØÜãúÚÝ�

�Ý×Õø×àÚáÚâãÚÖ×äåæ×çèåä×ÜÞß×2ÜÞ�ÜÖÛ×å�æ×çèåäæ×ÞÕÞÚ×Õø×ØÙÚ×

-ÕÜÖß×âÚâãÚÖÝ×ØÕ�ÚØÙÚÖ×�ùØÙ×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂×ÓÝÚÚ×ßÚøù1

ÞùØùÕÞ×�ÞßÚÖ×åç�äé×ØÕ×ØÙÚâ×Õ�ÞÚß×åV×ÕÖ×âÕÖÚ×Õø×ØÙÚ×Õ�ØÝØÜÞßùÞ�×

ÝÙÜÖÚÝ×Õø×�Õ�ÜÖØùÝæ×ÚùØÙÚÖ×ßùÖÚáØúÛ×ÕÖ×ØÙÖÕ��Ù×ÝÙÜÖÚ×ÕþØùÕÞÝ�

ËðÇÑÍËÊÏ6ÆÍ5Ê�WÊ�ÏÇÑ5ÊÎÍÎ�ÍÑËÊë

Ê Æ�ñ'ï�ÊíSÊõ(��ïõÊÁ

Ê ÊÊ ÇõÊíS×

Ê ÇõÊíSÊÊ ÊA�ô���%Êë�TÊÁêëì×

Ê Ê5ïöïñ'ï�ÊìëTÊÁêëìÊÊ ��ïõî�îï&�ì×

àÜÞùÚú×;ÜÝÚúúÜ×× ×× ×

Ó*ÙÜùÖâÜÞ×�ÞØùú×ÔÚã×ççæ×çèåäé× ��××�× ä×åû�×�äè×

2ÕÚÖ�×!ÚùÞÙÜÖßØ× ûû×ûåå×× ��×

/úÖùáÙ×�ÚÙÞÚÖ× äû×äûå×× ç�×��×

3ÞÖùáÕ×;ÜÞÞù× åç×ü�×× ×äü×

àùâùØÖù×��ÜÖ× û×ü�ç×× ç×�èü×

;ÚÖÚÞÜ×��×-ÖùÞÚÖ× ä×ä�×× ��×

9ùúúùÜâ×-ÖÕßÛ× å�×äûü×× å�×åüû×

�Öù#ÜÞØ×àÜØÜÖ× ç�×üçç×× çû×ç�û×

�ÞÞ×Ô�ß�Ú× åä×åüå×× åè×åçç×

.ùÚÖÖÚ×�ÜÞßÕúØ×û× ûè×ü��×× �û×�ä×

*ÙÜÖúÚÝ×��×�Ü�ÛÚÖÝ× ç×åç×× ��×

�ÞßÖÚÜÝ×�ÕÞ×.úÜÞØÜ× åçå×ää�×× ååü×��û×

9ÚÞßÚúùÞ×9ùÚßÚ#ùÞ�× ç�×åä�×× çûç×åç×

9ùúúùÜâ×��×9ùÞØÚÖÝ× ç×åç×× ��×

"ÜÖ7ÕÖùÚ×"���×ZÜÞ�× ��××ü× å×èèè×

!Õúø×"�×eùÞ#ÚÖÞÜ�Úú× �è×èèè×× �è×üè×

Ìíî�óÊ ëÊë�êÊÂì�×Ê ìÊ�ÁëÊÂÃ�×

��×�×�ÕØ×ÜþþúùáÜãúÚ�
å×÷Þáú�ßÚÝ×ÙÕúßùÞ�Ý×Õø×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂×ØÕ×-ÕÜÖß×âÚâãÚÖÝ×ÓÝÚÚ×ßÚøùÞùØùÕÞ×�ÞßÚÖ×åç�äé�
ç×3ÜáÙ×ÝÙÜÖÚ×þÖÕ�ùßÚÝ×ÚÞØùØúÚâÚÞØ×ØÕ×ÕÞÚ×�ÕØÚ�
ä×÷Þ×çèåäæ×�Õ�ÜÖØùÝ×ÙÜÝ×ßÚáùßÚß×ØÕ×ßùÝáúÕÝÚ×ÝÙÜÖÚÙÕúßùÞ�Ý×Õø×-ÕÜÖß×âÚâãÚÖÝ×ÜØ×ØÙÚ×ÛÚÜÖ×ÚÞß�×÷Þ×

ÕÖßÚÖ×ØÕ×ÜáÙùÚ�Ú×áÕâþÜÖÜãùúùØÛ×�ùØÙ×ØÙÚ×þÖùÕÖ×ÛÚÜÖæ×ØÙÚ×2ÜÞ�ÜÖÛ×å�æ×çèåä×ÝÙÜÖÚÙÕúßùÞ�Ý×ÙÜ�Ú×ãÚÚÞ×

ÖÚÝØÜØÚß×ØÕ×Ú�áú�ßÚ×ÝÙÜÖÚÝ×�ÖÜÞØÚß×ÕÞ×ØÙÜØ×ßÜØÚ�×�ÙÜÖÚÝ×�ÖÜÞØÚß×ØÕ×ÞÕÞ1��ùÝÝ×ØÜ�×ÖÚÝùßÚÞØÝ×ÜÖÚ×

Ý�ã7ÚáØ×ØÕ×ùââÚßùÜØÚ×�ùØÙÙÕúßùÞ�×ØÜ�×Õø×çûV×ÜØ×�ÖÜÞØ�
�×àÜÞùÚú×;ÜÝÚúúÜæ×�ÙÕ×ßùß×ÞÕØ×ÝØÜÞßæ×ÜØ×ÙùÝ×Õ�Þ×�ùÝÙÚÝæ×øÕÖ×ÖÚ1ÚúÚáØùÕÞ×ØÕ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ÜØ×

ØÙÚ×�ý"×çèåäæ×Õ�ÞÚß×ä×�è�×èäû×ÝÙÜÖÚÝ×ÜÝ×þÚÖ×ÔÚãÖ�ÜÖÛ×ççæ×çèåä�
û×�ááÕÖßùÞ�×ØÕ×.ùÚÖÖÚ×�ÜÞßÕúØæ×ØÙÚ×�ÜÞßÕ�×ÔÜâùúÛ×ÔÕ�ÞßÜØùÕÞ×ùÝ×ØÙÚ×ÚáÕÞÕâùá×ãÚÞÚøùáùÜÖÛ×Õø×Üúú×

ÝÙÜÖÚÝ�
ü×"ÜÖ7ÕÖùÚ×"���×ZÜÞ�æ×�ÙÕ×ßùß×ÞÕØ×ÝØÜÞßæ×ÜØ×ÙÚÖ×Õ�Þ×�ùÝÙÚÝæ×øÕÖ×ÖÚ1ÚúÚáØùÕÞ×ØÕ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×

ÜØ×ØÙÚ×�ý"×çèåäæ×Õ�ÞÚß×å×èèè×ÝÙÜÖÚÝ×ÜÝ×þÚÖ×ÔÚãÖ�ÜÖÛ×ççæ×çèåä�

ËðÇÑÍÊÏ�ÌÅÏÆËÊÏ6ÆÍ5Ê�WÊ�ÏÇÑ5ÊÎÍÎ�ÍÑËÊë

Ê Æ�ñ'ï�ÊíSÊõ(��ïÊí
îòíôõÊÁ

Ê ÇõÊíSÊÊÊ ÇõÊíSÊ×

Ê 5ïöïñ'ï�ÊìëTÊÁêëìÊÊ A�ô���%Êë�TÊÁêëì×

àÜÞùÚú×;ÜÝÚúúÜ×× ×× ×

Ó*ÙÜùÖâÜÞ×�ÞØùú×ÔÚã×ççæ×çèåäé× ��××ä× å×üää×ç�è×

2ÕÚÖ�×!ÚùÞÙÜÖßØ× è×× ��×

/úÖùáÙ×�ÚÙÞÚÖ× è×× è×

3ÞÖùáÕ×;ÜÞÞù× è×× è×

àùâùØÖù×��ÜÖ× è×× è×

;ÚÖÚÞÜ×��×-ÖùÞÚÖ× è×× ��×

9ùúúùÜâ×-ÖÕßÛ× è×× è×

�Öù#ÜÞØ×àÜØÜÖ× è×× è×

�ÞÞ×Ô�ß�Ú× è×× è×

.ùÚÖÖÚ×�ÜÞßÕúØ×�× è×× è×

*ÙÜÖúÚÝ×��×�Ü�ÛÚÖÝ× è×× ��×

�ÞßÖÚÜÝ×�ÕÞ×.úÜÞØÜ× è×× è×

9ÚÞßÚúùÞ×9ùÚßÚ#ùÞ�× è×× è×

9ùúúùÜâ×��×9ùÞØÚÖÝ× è×× ��×

"ÜÖ7ÕÖùÚ×"���×ZÜÞ�× ��××û× è×

!Õúø×"�×eùÞ#ÚÖÞÜ�Úú× è×× è×

Ìíî�óÊ êÊÊ ëÊÃììÊÁ�ê×

��×�×�ÕØ×ÜþþúùáÜãúÚ�
å×÷Þáú�ßÚÝ×ÙÕúßùÞ�Ý×Õø×]þÚÖÝÕÞÝ×áúÕÝÚúÛ×úùÞ#Úß̂×ØÕ×-ÕÜÖß×âÚâãÚÖÝ×ÓÝÚÚ×ßÚøùÞùØùÕÞ×�ÞßÚÖ×åç�äé�
ç×çèèç×�ÜÝ×ØÙÚ×úÜÝØ×ÛÚÜÖ×ß�ÖùÞ�×�ÙùáÙ×�Õ�ÜÖØùÝ×�ÖÜÞØÚß×ÝÙÜÖÚ×ÕþØùÕÞÝ×ØÕ×ÞÕÞ1Ú�Úá�Øù�Ú×-ÕÜÖß×

âÚâãÚÖÝ�×�úú×ØÙÚÝÚ×ÕþØùÕÞÝ×ÙÜ�Ú×Ú�þùÖÚß×ùÞ×çèåå�
ä×àÜÞùÚú×;ÜÝÚúúÜæ×�ÙÕ×ßùß×ÞÕØ×ÝØÜÞßæ×ÜØ×ÙùÝ×Õ�Þ×�ùÝÙÚÝæ×øÕÖ×ÖÚ1ÚúÚáØùÕÞ×ØÕ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ÜØ×

ØÙÚ×�ý"×çèåäæ×Õ�ÞÚß×å×üää×ç�è×ÝÙÜÖÚ×ÕþØùÕÞÝ×ÜÝ×þÚÖ×ÔÚãÖ�ÜÖÛ×ççæ×çèåä�×�ÙÚ×ÕþØùÕÞÝ×�ÚÖÚ×

�ÖÜÞØÚß×ØÕ×Ùùâ×ß�ÖùÞ�×ÙùÝ×ØÚÞ�ÖÚ×ÜÝ×*3�×ÜÞß×*ÙÜùÖâÜÞ�
�×�ááÕÖßùÞ�×ØÕ×.ùÚÖÖÚ×�ÜÞßÕúØæ×ØÙÚ×�ÜÞßÕ�×ÔÜâùúÛ×ÔÕ�ÞßÜØùÕÞ×ùÝ×ØÙÚ×ÚáÕÞÕâùá×ãÚÞÚøùáùÜÖÛ×Õø×Üúú×

ÝÙÜÖÚ×ÕþØùÕÞÝ�
û×"ÜÖ7ÕÖùÚ×"���×ZÜÞ�æ×�ÙÕ×ßùß×ÞÕØ×ÝØÜÞßæ×ÜØ×ÙÚÖ×Õ�Þ×�ùÝÙÚÝæ×øÕÖ×ÖÚ1ÚúÚáØùÕÞ×ØÕ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×

ÜØ×ØÙÚ×�ý"×çèåäæ×Õ�ÞÚß×ÞÕ×ÝÙÜÖÚ×ÕþØùÕÞÝ×ÜÝ×þÚÖ×ÔÚãÖ�ÜÖÛ×ççæ×çèåä�

ÌÍÑÎËÊÏÄÊËðÇÑÍÊÏ�ÌÅÏÆËÊÒÑÇÆÌÍ5

�ÙÚ×ÝÙÜÖÚ×ÕþØùÕÞÝ×�ÖÜÞØÚß×ØÕ×ØÙÚ×âÚâãÚÖÝ×Õø×ØÙÚ×3�Úá�Øù�Ú×

×*ÕââùØØÚÚ×�ÞßÚÖ×ØÙÚ×�ÜÖùÜãúÚ×áÕâþÚÞÝÜØùÕÞ×þúÜÞÝ×ÜÖÚ×Ú�ÚÖáùÝÜãúÚ×

øÕÖ×ÕÞÚ×ÝÙÜÖÚ×ÚÜáÙ×ÓåPåé�×�ÙÚ×ØÚÖâÝ×Õø×ØÙÚ×ÝÙÜÖÚ×ÕþØùÕÞÝ×�ÖÜÞØÚß×

ÝùÞáÚ×çèåè×ÜÖÚ×ÝÙÕ�Þ×ùÞ×ØÙÚ×ØÜãúÚ×ãÚúÕ��

ÌÍÑÎËÊÏÄÊËðÇÑÍÊÏ�ÌÅÏÆË

Ê ÊÊ Ðïõîòô,Ê�%ï��õ�ÊÊ Ê

Ê Í	ï�öòõïÊ
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çèåå× û���èXû��è�×× çXä×× åè×

çèåè× ûû�ûXûä��è×× çXä×× åè×
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*:ÔUüç×ä�ü×�ÙùáÙ×�ÜÝ×þÜùß×ØÕ×"Ö�×RÖÜ�ÚÖæ×:ÕÞÕÖÜÖÛ×*ÙÜùÖâÜÞ×ùÞ×

çèåçéæ×ÜÞ×ÜâÕ�ÞØ×Õø×*:Ô×å×å�ü×èèèæ×�ÙùáÙ×ùÞáú�ßÚÝ×*:ÔUå×åçû×èèè×

þÜùß×ØÕ×Ü×øÕÖâÚÖ×âÚâãÚÖ×Õø×ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×ùÞ×ÖÚúÜØùÕÞ×

ØÕ×ÙùÝ×Õãúù�ÜØùÕÞ×ØÕ×ÖÚøÖÜùÞ×øÖÕâ×ÜáØù�ùØùÚÝ×ØÙÜØ×áÕâþÚØÚ×�ùØÙ×ÜÞÛ×

ã�ÝùÞÚÝÝ×Õø×�Õ�ÜÖØùÝ×ùÞ×çèåä×ÓÜÞß×ÜÞ×ÜâÕ�ÞØ×Õø×*:Ô×å×åûü×�å�æ×

�ÙùáÙ×ùÞáú�ßÚÝ×*:ÔUå×åçû×èèè×þÜùß×ØÕ×Ü×øÕÖâÚÖ×âÚâãÚÖ×Õø×ØÙÚ×

3�Úá�Øù�Ú×*ÕââùØØÚÚ×ùÞ×ÖÚúÜØùÕÞ×ØÕ×ÙùÝ×Õãúù�ÜØùÕÞ×ØÕ×ÖÚøÖÜùÞ×øÖÕâ×

ÜáØù�ùØùÚÝ×ØÙÜØ×áÕâþÚØÚ×�ùØÙ×ÜÞÛ×ã�ÝùÞÚÝÝ×Õø×�Õ�ÜÖØùÝ×ùÞ×çèåç×ÜÞß×

ÜÞ×ÜâÕ�ÞØ×Õø×*:ÔUäå×�å�×ÜÝ×ÕØÙÚÖ×ãÚÞÚøùØÝ×ÖÚúÜØÚß×ØÕ×ÙùÝ×3�Úá�1

Øù�Ú×*ÕââùØØÚÚ×ØÚÞ�ÖÚé×ÜÝ×�Úúú×ÜÝ×ÜÞ×ÜâÕ�ÞØ×Õø×/�àU�ç�×ûüè×þÜùß×

ØÕ×Ü×øÕÖâÚÖ×âÚâãÚÖ×Õø×ØÙÚ×3�Úá�Øù�Ú×*ÕââùØØÚÚ×øÕÖ×ØÙÚ×þÚÖùÕß×

2ÜÞ�ÜÖÛ×å×ØÕ×ÔÚãÖ�ÜÖÛ×çæ×çèåä×ùÞ×ÖÚúÜØùÕÞ×ØÕ×ØÙÚ×ÚÞß×Õø×ÙÚÖ×ÞÕØùáÚ×

þÚÖùÕß×ÜÞß×ùÞ×ÖÚúÜØùÕÞ×ØÕ×ÙÚÖ×Õãúù�ÜØùÕÞ×ØÕ×ÖÚøÖÜùÞ×øÖÕâ×ÜáØù�ùØùÚÝ×

ØÙÜØ×áÕâþÚØÚ×�ùØÙ×ÜÞÛ×ã�ÝùÞÚÝÝ×Õø×�Õ�ÜÖØùÝ×ùÞ×çèåä�

åä�×!÷�R×���3��"3��×à÷�*���/!3�

�Õ�ÜÖØùÝ×�ýæ×ÜÝ×ØÙÚ×�úØùâÜØÚ×þÜÖÚÞØ×áÕâþÜÞÛ×Õø×ØÙÚ×�Õ�ÜÖØùÝ×ýÖÕ�þæ×

ùÝ×ø�úúÛ×ùÞØÚ�ÖÜØÚß×ùÞØÕ×ØÙÚ×ýÖÕ�þ1�ùßÚ×ùÞØÚÖÞÜú×ÖùÝ#×ÜÝÝÚÝÝâÚÞØ×

þÖÕáÚÝÝ×ÜÞß×ùÝ×ø�úúÛ×ùÞØÚ�ÖÜØÚß×ùÞØÕ×ØÙÚ×þÖÕáÚÝÝ×ßÚÝáÖùãÚß×ùÞ×ÞÕØÚ×

ää×ØÕ×ØÙÚ×ýÖÕ�þQÝ×áÕÞÝÕúùßÜØÚß×øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ�
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12.5) LOANS AND OTHER PAYMENTS

LOANS TO BOARD MEMBERS OR MEMBERS
OF THE EXECUTIVE COMMITTEE

No loans were granted to current or former Board members or
members of the Executive Committee during 2013 and 2012. No
such loans were outstanding as of December 31,2013 and Decem-
ber 31, 2012.

OTHER PAYMENTS TO BOARD MEMBERS OR MEMBERS
OF THE EXECUTIVE COMMITTEE

During 2013 and 2012, no payments (or waivers of claims) other
than those set out in the Board Member Compensation tables and
the Executive Committee Member Compensation tables (including
theirfootnotes) and the accompanyingtext on pages 267-268 were
made to current Board members or members of the Executive

Committee or to "persons closely linked’’ to them (see definition
under 12.3).

PAYMENTS TO FORMER BOARD MEMBERS OR MEMBERS
OF THE EXECUTIVE COMMITTEE

During 2013 and 2012, no payments (or waivers of claims) were
made to former Board members or members ofthe Executive Com-

mittee or to "persons closely linked’’ to them (see definition under
12.4), except for an amount of CHF 62 346 which was paid to the
Mr. Krauer, Honorary Chairman in 2013 (and an amount of
CHF 62 346 which was paid to Mr. Krauer, Honorary Chairman in
2012), an amount ofCHF1 146 000, which includes CHF1 125 000
paid to a former member of the Executive Committee in relation
to his obligation to refrain from activities that compete with any
business of Novartis in 2013 (and an amount of CHF 1 156 414,
which includes CHF 1 125 000 paid to a former member of the
Executive Committee in relation to his obligation to refrain from
activities that compete with any business of Novartis in 2012 and
an amount of CHF 31 414 as other benefits related to his Execu-

tive Committee tenure) as well as an amount of USD 429 560 paid
to a former member of the Executive Committee for the period
January 1 to February 28,2013 in relation to the end of her notice
period and in relation to her obligation to refrain from activities
that compete with any business of Novartis in 2013.

13. RISK ASSESSMENT DISCLOSURES

Novartis AG, as the ultimate parent company ofthe Novartis Group,
is fully integrated into the Group-wide internal risk assessment
process and is fully integrated into the process described in note
33 to the Group's consolidated financial statements.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE 107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Notes to the Financial Statements of Novartis AG
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Ç��ÑÏ�ÑÅÇÌÅÏÆÊÏÄÊÇÐÇÅÉÇ�ÉÍÊÍÇÑÆÅÆÒËÊÏÄÊÆÏÐÇÑÌÅËÊÇÒÊÇÆ5Ê5ÍÈÉÇÑÇÌÅÏÆÊÏÄÊ5ÅÐÅ5ÍÆ5

�ÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×þÖÕþÕÝÚÝ×ØÕ×�ÝÚ×ØÙÚ×Ü�ÜùúÜãúÚ×ÚÜÖÞùÞ�Ý×Õø×

�Õ�ÜÖØùÝ×�ý×Õø×çèåä×øÕÖ×ØÙÚ×þ�ÖþÕÝÚ×Õø×ßùÝØÖùã�ØùÞ�×Ü×�ÖÕÝÝ××ßù�ùßÚÞß×

Õø×*:Ô×ç��û×þÚÖ×ÝÙÜÖÚ×ÜÝ×øÕúúÕ�Ý�×�ÙùÝ×�ùúú×ÖÚÝ�úØ×ùÞ×Ü×þÜÛÕ�Ø×ÖÜØùÕ×

Õø×��V×Õø×ØÙÚ×ýÖÕ�þQÝ×áÕÞÝÕúùßÜØÚß×ÞÚØ×ùÞáÕâÚ×Ú�þÖÚÝÝÚß×ùÞ×/�à�×

�ÙÚ×þÜÛÕ�Ø×ÖÜØùÕ×ùÝ×áÜúá�úÜØÚß×ãÛ×áÕÞ�ÚÖØùÞ�×ùÞØÕ×/�à×ØÙÚ×þÖÕþÕÝÚß×

ØÕØÜú×�ÖÕÝÝ×ßù�ùßÚÞß×ÜâÕ�ÞØ×ùÞ×*:Ô×ÜØ×ØÙÚ×*:Ô1/�à×Ú�áÙÜÞ�Ú×ÖÜØÚ×Õø×

àÚáÚâãÚÖ×äåæ×çèåä×ãÜÝÚß×ÕÞ×ÜÞ×ÚÝØùâÜØÚß×Þ�âãÚÖ×Õø×ÝÙÜÖÚÝ×

×Õ�ØÝØÜÞßùÞ�×ÕÞ×ßù�ùßÚÞß×þÜÛâÚÞØ×ßÜØÚ×ÜÞß×ßù�ùßùÞ�×ùØ×ãÛ×ØÙÚ×/�à×

×áÕÞÝÕúùßÜØÚß×ÞÚØ×ùÞáÕâÚ×ÜØØÖùã�ØÜãúÚ×ØÕ×ÝÙÜÖÚÙÕúßÚÖÝ×Õø×�Õ�ÜÖØùÝU�ý×

ùÞ×ØÙÚ×çèåä×�Õ�ÜÖØùÝ×ýÖÕ�þ×áÕÞÝÕúùßÜØÚß×øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ�×

Ê ÁêëìÊÊ ÁêëÁ×

Ê ÈðÄÊÊ ÈðÄ×

Ç)�òó�'óïÊ�ô�

�í
�ò�îï&Êï��ôòô,õÊ ÊÊ ×

-ÜúÜÞáÚ×ãÖÕ��ÙØ×øÕÖ�ÜÖß× ×× ×

�ÚØ×ùÞáÕâÚ×Õø×ØÙÚ×ÛÚÜÖ× û×üäè×�çû×��å×× û×å�å×èäü×èä�×

.ÜÖØùÜú×�ÝÚ×Õø×øÖÚÚ×ÖÚÝÚÖ�ÚÝ× �åü×å��×äèè×× ûä×ûäè×��å×

Ìíî�óÊ�)�òó�'óïÊï��ôòô,õÊ�îÊî(ïÊ&òõ
íõ�óÊíSÊî(ïÊÇôô��óÊÒïôï��óÊÎïïîòô,Ê ÃÊì�ÃÊ�ÁìÊÁ�ëÊÊ ÂÊ���ÊÂÃÃÊ��Â×

Ç

�í
�ò�îòíôÊ ÊÊ ×

.ÜÛâÚÞØ×Õø×Ü×�ÖÕÝÝ×ßù�ùßÚÞß×Õø×*:Ô×ç��û×ÓçèåçP×*:Ô×ç�äèé×ÕÞ×ç×û�è×ûè×�ç�×ÓçèåçP×ç×üèü×äää×çûèé×ßù�ùßÚÞß×ãÚÜÖùÞ�× ×× ×

ÝÙÜÖÚÝå×�ùØÙ×Ü×ÞÕâùÞÜú×�Üú�Ú×Õø×*:Ô×è�ûè×ÚÜáÙ× �×ü×ä�ü×�çä×ç�å××�×û×���×ûüü×��û×

��ó�ôöïÊîíÊ'ïÊö���òï&ÊSí�<��&Ê ÊÊ ×

å×�Õ×ßù�ùßÚÞß×�ùúú×ãÚ×ßÚáúÜÖÚß×ÕÞ×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×ÙÚúß×ãÛ×�Õ�ÜÖØùÝ×�ýæ×ÜÞß×áÚÖØÜùÞ×ÕØÙÚÖ×ØÖÚÜÝ�ÖÛ×ÝÙÜÖÚÝ×ÙÚúß×ãÛ×ÕØÙÚÖ×ýÖÕ�þ×áÕâþÜÞùÚÝ�

�ÝÝ�âùÞ�×ØÙÜØ×ØÙùÝ×þÖÕþÕÝÜú×ãÛ×ØÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ùÝ×ÜþþÖÕ�Úßæ×

þÜÛâÚÞØ×Õø×ØÙÚ×ßù�ùßÚÞß×�ùúú×ãÚ×âÜßÚ×ÜÝ×øÖÕâ×"ÜÖáÙ×�æ×çèå�×ØÕ×

ØÙÕÝÚ×ÝÙÜÖÚÙÕúßÚÖÝ×ÙÕúßùÞ�×�Õ�ÜÖØùÝ×ÝÙÜÖÚÝ×ÕÞ×ÔÚãÖ�ÜÖÛ×çüæ×çèå��×

�Ý×øÖÕâ×ÔÚãÖ�ÜÖÛ×ç�æ×çèå�×ØÙÚ×ÝÙÜÖÚÝ×�ùúú×ãÚ×ØÖÜßÚß×Ú�1ßù�ùßÚÞß�
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!ÚþÕÖØ×Õø×ØÙÚ×�ØÜØ�ØÕÖÛ×��ßùØÕÖ×ÕÞ×ØÙÚ×ÔùÞÜÞáùÜú×�ØÜØÚâÚÞØÝ×Õø×�Õ�ÜÖØùÝ×�ý

ÑÍ�ÏÑÌÊÏÄÊÌðÍÊËÌÇÌ+ÌÏÑWÊÇ+5ÅÌÏÑÊÏÆÊÌðÍÊÄÅÆÇÆÈÅÇÉÊËÌÇÌÍÎÍÆÌËÊÏÄÊÆÏÐÇÑÌÅËÊÇÒ

ÌÏÊÌðÍÊÒÍÆÍÑÇÉÊÎÍÍÌÅÆÒÊÏÄÊÆÏÐÇÑÌÅËÊÇÒTÊ�ÇËÍÉ

ÑÍ�ÏÑÌÊÏÄÊÌðÍÊËÌÇÌ+ÌÏÑWÊÇ+5ÅÌÏÑÊÏÆÊÌðÍÊ

ÄÅÆÇÆÈÅÇÉÊËÌÇÌÍÎÍÆÌËÊÏÄÊÆÏÐÇÑÌÅËÊÇÒ

�Ý×ÝØÜØ�ØÕÖÛ×Ü�ßùØÕÖæ×�Ú×ÙÜ�Ú×Ü�ßùØÚß×ØÙÚ×øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ×Õø×

�Õ�ÜÖØùÝ×�ýæ×�ÙùáÙ×áÕâþÖùÝÚ×ØÙÚ×ùÞáÕâÚ×ÝØÜØÚâÚÞØæ×ãÜúÜÞáÚ×ÝÙÚÚØ×

ÜÞß×ÞÕØÚÝ×ÓþÜ�ÚÝ×çûü×ØÕ×ç�äéæ×øÕÖ×ØÙÚ×ÛÚÜÖ×ÚÞßÚß×àÚáÚâãÚÖ×äåæ×

çèåä�

�í��&ÊíSÊ5ò�ïöîí�õfÊÑïõ
íôõò'òóòî%

�ÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ùÝ×ÖÚÝþÕÞÝùãúÚ×øÕÖ×ØÙÚ×þÖÚþÜÖÜØùÕÞ×Õø×ØÙÚ×

øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ×ùÞ×ÜááÕÖßÜÞáÚ×�ùØÙ×ØÙÚ×ÖÚ0�ùÖÚâÚÞØÝ×Õø×��ùÝÝ×

úÜ�×Ó�*�é×ÜÞß×ØÙÚ×*ÕâþÜÞÛQÝ×ÜÖØùáúÚÝ×Õø×ùÞáÕÖþÕÖÜØùÕÞ�×�ÙùÝ×ÖÚÝþÕÞ1

ÝùãùúùØÛ×ùÞáú�ßÚÝ×ßÚÝù�ÞùÞ�æ×ùâþúÚâÚÞØùÞ�×ÜÞß×âÜùÞØÜùÞùÞ�×ÜÞ×ùÞØÚÖ1

ÞÜú×áÕÞØÖÕú×ÝÛÝØÚâ×ÖÚúÚ�ÜÞØ×ØÕ×ØÙÚ×þÖÚþÜÖÜØùÕÞ×Õø×øùÞÜÞáùÜú×ÝØÜØÚ1

âÚÞØÝ×ØÙÜØ×ÜÖÚ×øÖÚÚ×øÖÕâ×âÜØÚÖùÜú×âùÝÝØÜØÚâÚÞØæ×�ÙÚØÙÚÖ×ß�Ú×ØÕ×

øÖÜ�ß×ÕÖ×ÚÖÖÕÖ�×�ÙÚ×-ÕÜÖß×Õø×àùÖÚáØÕÖÝ×ùÝ×ø�ÖØÙÚÖ×ÖÚÝþÕÞÝùãúÚ×øÕÖ×

ÝÚúÚáØùÞ�×ÜÞß×ÜþþúÛùÞ�×ÜþþÖÕþÖùÜØÚ×ÜááÕ�ÞØùÞ�×þÕúùáùÚÝ×ÜÞß×âÜ#1

ùÞ�×ÜááÕ�ÞØùÞ�×ÚÝØùâÜØÚÝ×ØÙÜØ×ÜÖÚ×ÖÚÜÝÕÞÜãúÚ×ùÞ×ØÙÚ×áùÖá�âÝØÜÞáÚÝ�×

Ç�&òîí�fõÊÑïõ
íôõò'òóòî%

��Ö×ÖÚÝþÕÞÝùãùúùØÛ×ùÝ×ØÕ×Ú�þÖÚÝÝ×ÜÞ×ÕþùÞùÕÞ×ÕÞ×ØÙÚÝÚ×øùÞÜÞáùÜú×ÝØÜØÚ1

âÚÞØÝ×ãÜÝÚß×ÕÞ×Õ�Ö×Ü�ßùØ�×9Ú×áÕÞß�áØÚß×Õ�Ö×Ü�ßùØ×ùÞ×ÜááÕÖßÜÞáÚ×

�ùØÙ×��ùÝÝ×úÜ�×ÜÞß×��ùÝÝ×��ßùØùÞ�×�ØÜÞßÜÖßÝ�×�ÙÕÝÚ×ÝØÜÞßÜÖßÝ×

ÖÚ0�ùÖÚ×ØÙÜØ×�Ú×þúÜÞ×ÜÞß×þÚÖøÕÖâ×ØÙÚ×Ü�ßùØ×ØÕ×ÕãØÜùÞ×ÖÚÜÝÕÞÜãúÚ×

ÜÝÝ�ÖÜÞáÚ×�ÙÚØÙÚÖ×ØÙÚ×øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ×ÜÖÚ×øÖÚÚ×øÖÕâ×âÜØÚÖùÜú×

âùÝÝØÜØÚâÚÞØ�×

�Þ×Ü�ßùØ×ùÞ�Õú�ÚÝ×þÚÖøÕÖâùÞ�×þÖÕáÚß�ÖÚÝ×ØÕ×ÕãØÜùÞ×Ü�ßùØ×Ú�ù1

ßÚÞáÚ×ÜãÕ�Ø×ØÙÚ×ÜâÕ�ÞØÝ×ÜÞß×ßùÝáúÕÝ�ÖÚÝ×ùÞ×ØÙÚ×øùÞÜÞáùÜú×ÝØÜØÚ1

âÚÞØÝ�×�ÙÚ×þÖÕáÚß�ÖÚÝ×ÝÚúÚáØÚß×ßÚþÚÞß×ÕÞ×ØÙÚ×Ü�ßùØÕÖQÝ×7�ß�âÚÞØæ×

ùÞáú�ßùÞ�×ØÙÚ×ÜÝÝÚÝÝâÚÞØ×Õø×ØÙÚ×ÖùÝ#Ý×Õø×âÜØÚÖùÜú×âùÝÝØÜØÚâÚÞØ×Õø×

ØÙÚ×øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝæ×�ÙÚØÙÚÖ×ß�Ú×ØÕ×øÖÜ�ß×ÕÖ×ÚÖÖÕÖ�×÷Þ×âÜ#ùÞ�×

ØÙÕÝÚ×ÖùÝ#×ÜÝÝÚÝÝâÚÞØÝæ×ØÙÚ×Ü�ßùØÕÖ×áÕÞÝùßÚÖÝ×ØÙÚ×ùÞØÚÖÞÜú×áÕÞØÖÕú×

ÝÛÝØÚâ×ÖÚúÚ�ÜÞØ×ØÕ×ØÙÚ×ÚÞØùØÛQÝ×þÖÚþÜÖÜØùÕÞ×Õø×ØÙÚ×øùÞÜÞáùÜú×ÝØÜØÚ1

âÚÞØÝ×ùÞ×ÕÖßÚÖ×ØÕ×ßÚÝù�Þ×Ü�ßùØ×þÖÕáÚß�ÖÚÝ×ØÙÜØ×ÜÖÚ×ÜþþÖÕþÖùÜØÚ×ùÞ×

ØÙÚ×áùÖá�âÝØÜÞáÚÝæ×ã�Ø×ÞÕØ×øÕÖ×ØÙÚ×þ�ÖþÕÝÚ×Õø×Ú�þÖÚÝÝùÞ�×ÜÞ×ÕþùÞ1

ùÕÞ×ÕÞ×ØÙÚ×ÚøøÚáØù�ÚÞÚÝÝ×Õø×ØÙÚ×ÚÞØùØÛQÝ×ùÞØÚÖÞÜú×áÕÞØÖÕú×ÝÛÝØÚâ�×�Þ×

Ü�ßùØ×ÜúÝÕ×ùÞáú�ßÚÝ×Ú�Üú�ÜØùÞ�×ØÙÚ×ÜþþÖÕþÖùÜØÚÞÚÝÝ×Õø×ØÙÚ×ÜááÕ�ÞØ1

ùÞ�×þÕúùáùÚÝ×�ÝÚß×ÜÞß×ØÙÚ×ÖÚÜÝÕÞÜãúÚÞÚÝÝ×Õø×ÜááÕ�ÞØùÞ�×ÚÝØùâÜØÚÝ×

âÜßÚæ×ÜÝ×�Úúú×ÜÝ×Ú�Üú�ÜØùÞ�×ØÙÚ×Õ�ÚÖÜúú×þÖÚÝÚÞØÜØùÕÞ×Õø×ØÙÚ×øùÞÜÞ1

áùÜú×ÝØÜØÚâÚÞØÝ�×9Ú×ãÚúùÚ�Ú×ØÙÜØ×ØÙÚ×Ü�ßùØ×Ú�ùßÚÞáÚ×�Ú×ÙÜ�Ú×ÕãØÜùÞÚß×

ùÝ×Ý�øøùáùÚÞØ×ÜÞß×ÜþþÖÕþÖùÜØÚ×ØÕ×þÖÕ�ùßÚ×Ü×ãÜÝùÝ×øÕÖ×Õ�Ö×Ü�ßùØ××ÕþùÞùÕÞ�

Ï
òôòíô

÷Þ×Õ�Ö×ÕþùÞùÕÞæ×ØÙÚ×øùÞÜÞáùÜú×ÝØÜØÚâÚÞØÝ×øÕÖ×ØÙÚ×ÛÚÜÖ×ÚÞßÚß×àÚáÚâ1

ãÚÖ×äåæ×çèåä×áÕâþúÛ×�ùØÙ×��ùÝÝ×úÜ�×ÜÞß×ØÙÚ×*ÕâþÜÞÛQÝ×ÜÖØùáúÚÝ×Õø×

ùÞáÕÖþÕÖÜØùÕÞ�×

ÑÍ�ÏÑÌÊÏÆÊÏÌðÍÑÊÉÍÒÇÉÊÑÍc+ÅÑÍÎÍÆÌË
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REPORT OF THE STATUTORY AUDITOR ON THE FINANCIAL STATEMENTS OF NOVARTIS AG

TO THE GENERAL MEETING OF NOVARTIS AG, BASEL

REPORT OF THE STATUTORY AUDITOR ON THE
FINANCIAL STATEMENTS OF NOVARTIS AG

As statutory auditor, we have audited the financial statements of
Novartis AG, which comprise the income statement, balance sheet
and notes (pages 256 to 273), for the year ended December 31,
2013.

Board of Directors’ Responsibility
The Board of Directors is responsible for the preparation of the
financial statements in accordance with the requirements of Swiss
law (SCO) and the Company's articles of incorporation. This respon-
sibility includes designing, implementing and maintaining an inter-
nal control system relevant to the preparation of financial state-
ments that are free from material misstatement, whether due to

fraud or error. The Board of Directors is further responsible for
selecting and applying appropriate accounting policies and mak-
ing accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility
Our responsibility is to express an opinion on these financial state-
ments based on our audit. We conducted our audit in accordance

with Swiss law and Swiss Auditing Standards. Those standards
require that we plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the financial state-

ments. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers the internal control

system relevant to the entity's preparation of the financial state-
ments in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opin-
ion on the effectiveness of the entity's internal control system. An
audit also includes evaluating the appropriateness of the account-
ing policies used and the reasonableness of accounting estimates
made, as well as evaluating the overall presentation of the finan-
cial statements. We believe that the audit evidence we have obtained

is sufficient and appropriate to provide a basis for our audit opinion.

2 | GROUP REVIEW 15 | HEALTHCARE PORTFOLIO 59 | CORPORATE RESPONSIBILITY 77 | CORPORATE GOVERNANCE

Opinion
In our opinion, the financial statements for the year ended Decem-
ber 31,2013 comply with Swiss law and the Company's articles of
incorporation.

REPORT ON OTHER LEGAL REQUIREMENTS

We confirm that we meet the legal requirements on licensing
according to the Auditor Oversight Act (AOA) and independence
(article 728 SCO and article 11 AOA) and that there are no circum-
stances incompatible with our independence.

In accordance with article 728a paragraph 1 item 3 SCO and
Swiss Auditing Standard 890, we confirm that an internal control
system exists which has been designed for the preparation of
financial statements according to the instructions of the Board of
Directors.

We further confirm that the proposed appropriation of avail-
able earnings complies with Swiss law and the Company's articles
of incorporation. We recommend that the financial statements
submitted to you be approved.

I)f\lLéa2HQfbv
Michael P. Nelligan
Global relationship partner

PricewaterhouseCoopers AG

Km/aillm:
Bruno Rossi

Audit expert
Auditor in charge

Basel, January 28, 2014

107 | COMPENSATION REPORT 139 | FINANCIAL REPORT
Report of the Statutory Auditor on the Financial Statements of Novartis AG
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KEY DATES FOR 2014 CONTACT INFORMATION FORWARD- LOOKING STATEMENTS 

Anticipated key reporting dates 

Annual General Meeting
First Quarter 2014 Results
Novartis investor event
in Switzerland

February 25, 2014
April 24,2014

 
 

June 17—18, 2014 

Second Quarter and
First Half 2014 Results

Third Quarter and
First Nine Months 2014 Results October 28,2014

July 17,2014 

 

ACKNOWLEDGEMENTS 

We would like to thank all contributors to

this Novartis Annual Report for sharing
their knowledge and personal experiences.

People in the photographs and stories
have no actual or implied connection with
Novartis or with the Group's products,
except for those specifically identified as
associated with Novartis.

All product names printed in italics in this Annual Report are
trademarks owned by or licensed to the Novartis Group.

The use of the registered trademark ® in combination with
products in normal script indicates third-party brands.

The business policy of Novartis takes into account the OECD's
Guidelines for Multinational Enterprises, with their recommen-
dations on the disclosure of information.

Our Annual Report is published in English, with a German
translation available.

Publisher: Novartis International AG, Basel, Switzerland
Design: phorbis Communications AG, Basel, Switzerland
Print: Neidhart + Schdn Group, Ziirich, Switzerland

0 Novartis AG, 2014

A3 Paper from
responsible sources

FSC FSC" 0016003
www.lsc.mg 

NOVARTIS GROUP ANNUAL REPORT 2013

 

For further information regarding
Novartis please contact:

Novartis International AG
CH-4002 Basel
Switzerland

General information
Tel: +41 61 324 11 11
Fax:+ 41 61 324 80 01

Investor relations
Tel: +41 61 324 79 44
Fax:+ 41 61 324 84 44

E-mail: investor.relations@novartis.com

Share registry
Tel: +41 61 324 72 04
Fax:+ 41 61 324 32 44

E-mail: share.registry@novartis.com

Media relations
Tel: +41 61 324 22 00
Fax:+ 41 61 324 90 90

E-mail: media.relations@novartis.com

Novartis on the internet
www.novartis.com

Novartis Annual Report on the internet
www.novartis.com/annualreport2013

Scan this QR code
with a smartphone

These materials contain forward-looking statements that can
be identified by words such as "potential," "expected," "will,"
"planned," or similarterms, or by express or implied discussions
regarding potential new products, potential new indications for
existing products, or regarding potential future revenues from
any such products; potential shareholder returns or credit rat-
ings, the potential outcome of the share buyback being initiated;
or regarding potential future sales or earnings of the Novartis
Group orany of its divisions; or by discussions of strategy, plans,
expectations or intentions. You should not place undue reliance
on these statements. Such forward-lookingstatements are based
on the current beliefs and expectations of management regard-
ing future events, and are subject to significant known andunknown risks and uncertainties. Should one or more of these
risks or uncertainties materialize, orshould underlying assump-
tions prove incorrect, actual results may vary materially from
those set forth in the forward-looking statements. There can be
no guarantee that any new products will be approved for sale in
any market, or that any new indications will be approved for any
existing products in any market, or that any approvals which are
obtained will be obtained at any particular time, orthat any such
products will achieve any particular revenue levels. Norcan there
be any guarantee that shareholders will achieve any particular
level of shareholder returns or regarding the potential outcome
of the share buyback being initiated. Neither can there be any
guarantee that the Group, or any of its divisions, will be com-
mercially successful in the future, or achieve any particularcredit
rating. In particular, management’s expectations could be
affected by, among other things, unexpected regulatory actions
or delays or government regulation generally; the potential that
the strategic benefits, synergies or opportunities expected from
the divestment of our former blood transfusion diagnostics unit
may not be realized or may take longer to realize than expected;
the inherent uncertainties involved in predicting shareholder
returns or credit ratings; the uncertainties inherent in research
and development, including unexpected clinical trial results and
additional analysis of existing clinical data; the Company's abil-
ity to obtain or maintain proprietary intellectual property pro-
tection, including the ultimate extent of the impact on the Com-
pany of the loss of patent protection and exclusivity on key
products which commenced in prioryears and will continue this
year; unexpected manufacturing and quality issues, including
the final resolution of the Warning Letters previously issued to
us with respect to Sandoz and Consumer Health manufacturing
facilities; global trends toward health care cost containment,
including ongoing pricing pressures; uncertainties regarding
actual or potential legal proceedings, including, among others,
actual or potential product liability litigation, litigation and inves-
tigations regarding sales and marketing practices, government
investigations and intellectual property disputes; general eco-
nomic and industry conditions; uncertainties regarding the
effects of the persistently weak global economic and financial
environment, includingthefinancial troubles in certain Eurozone
countries; uncertai ties regardingfuture global exchange rates;
uncertainties regardingfuture demand for our products; uncer-
tainties involved in the development of new healthcare products;and other risks and factors referred to in Novartis AG's current
Form 20-F on file with the US Securities and Exchange Commis-
sion. Novartis is providing the information in these materials as
of this date and does not undertake any obligation to update any
forward-lookingstatements as a result of new information, futureevents or otherwise.
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