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KEY PERFORMANCE INDICATORS

CONSOLIDATED HIGHLIGHTS

Financial

KEY FIGURES1

 

(in USD millions, unless indicated otherwise) % Change
Constant

2015 2014 USD currencies

Net sales to third parties from continuing operations 49 414 52 180 — 5 5

Operating income from continuing operations 8 977 11 089 — 19 —2

Return on net sales (%) 18.2 21.3

Net income from continuing operations 7 028 10 727 —34 — 18

Net income/loss from discontinued operations2 10 766 —447
Net income2 17 794 10280 73 91

Basic earnings per share3 (USD) from continuing operations 2.92 4.39 —33 — 17

Basic earnings per sharezva (USD) from discontinued operations 4.48 —O.18

Total basic earnings per share2-3 (USD) 7.40 4.21 76 94

Core operating income from continuing operations 13 790 14 473 — 5 10

Core return on net sales (%) 27.9 27.7

Core net income from continuing operations 12 041 12 653 — 5 9

Core earnings per share3 (USD) from continuing operations 5.01 5.19 —3 10

Free cash flow from continuing operations 9 259 10 934 — 15
Free cash flow 9 029 10 762 — 16 

SHARE INFORMATION
 

 

 

2015 2014 % Change

Share price at year-end (CH F) 86.80 92.35 — 6

ADR price at year-end (USD) 86.04 92.66 — 7

Dividend“ (CH F) 2.70 2.60 4

Payout ratio5 based on continuing operations (%) 93 62

Payout ratio5 (%) 37 65

FURTHER DETAIL

On our performance,

see page 24

On our financial report,

see page 138

1 This Annual Report includes non-IFRS financial measures such as core results, 2 Net income from discontinued operations and net income of the Group include
constant currencies and free cash flow. Novartis believes that investor understanding
of the Group's performance is enhanced by disclosing these non-IFRS measures.
Core measures exclude items that can vary significantly from year to year, such as the
impact of certain significant exceptional and other items related to disposals and
acquisitions, as well as other exceptional items over a USD 25 million threshold.
Constant currency calculations have the goal of eliminating exchange rate effects so
that an estimate can be made of underlying changes in the consolidated income
statement excluding the impact of fluctuations in exchange rates. Free cash flow is an
indicator of the Group's ability to operate without additional borrowing or the use of
existing cash. Further details of non-IFRS measures, including reconciliation tables,
can be found starting on page 165.

exceptional divestment gains. Continuing and discontinued operations are defined
on page 147.
2015 weighted average number of shares outstanding: 2 403 million (2014: 2 426
million)
Dividend 2015: proposal to shareholders for approval at the Annual General
Meeting on February 23, 2016
Payout ratio 2015 is calculated by converting into USD the proposed total gross
dividend amount in CHF at the CHF—USD exchange rate of December 31,2015
based on an estimated number of shares outstanding on dividend payment date
and dividing it by the USD consolidated net income from continuing operations and
net income attributable to shareholders of Novartis AG in the Group's 2015
consolidated financial statements.
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KEY PERFORMANCE INDICATORS CONSOLIDATED HIGHLIGHTS

Innovation
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KEY FIGURES1 2015 2014

Projects entering portfolio 2'3 25 13

Ongoing Phase III programs" 37 37

US FDA breakthrough therapy designations5 0 2

Major submissions (US, EU, JP)6 14 15

Major approvals (US, EU, JP)6v7 20 14

New molecular entity (NME) approvals8 6 4

- 8

Soc1al

ACCESS 2015 2014

Total patients reached (millions) 972 939

Patients reached through access programs (millions) 66 72

People reached through training, health education and service delivery (millions) 12 10

Top 20 global burden of disease conditions addressed by products and pipeline9 100% 100%

PEOPLE

Full-time equivalent positions / headcount10 118 700 / 122 966 117 809 / 122 113

Turnover: % voluntary / % overall 7.3 / 13.5 7.0 / 13.0

Women in management: % of management11 / % of Board of Directors 41 / 27 40 / 18

Associate nationalities / associate nationalities in management11 144 / 109 147 / 109

Lost-time injury and illness rate (per 200 000 hours worked)12 0.11 0.12

ETHICS

Misconduct cases reported / allegations substantiated 13 1 299 / 755 1 547 / 1 131

Regulatory inspections without major findings (%) 98.4 97.9

ENVIRONMENTAL SUSTAINABILITY

Greenhouse gas emissions, total Scope 1 and Scope 2 (1 000 t) 1“ 1 350.7 1 361.9

Water discharge (million m3) 16.6 17.0

FURTHER DETAIL FURTHER DETAIL

0n innovation, 0n social,

see page 44 see page 62

1 Includes Pharmaceuticals, Sandoz biosimilars and Alcon ophthalmic
pharmaceuticals only

2 Includes clinical Phase II programs only, post proof of concept. First patient, first
visit (FPFV) has occurred. Also include small molecules, biologics; new fixed-dose
combinations of existing active pharmaceutical ingredients (APIs); and new target
indications, defined as new disease or new line of treatment (e.g., first— vs.
second-line). Counted by indication and not compound

3 This number has been adjusted due to an internal reporting errror. In 2014, we
reported it as 30.

‘ Includes projects with FPFV in a Phase III study but not yet filed in US, EU orJapan
5 Therapies under development by Novartis designated as breakthrough therapies by

the US Food and Drug Administration
5 Includes small molecules, biologics; new fixed-dose combinations of existing APIs;

and new target indications, defined as new disease or new line of treatment
(e.g., first— vs. second-line)

7 This number has been adjusted due to an internal reporting errror. In 2014, we
reported it as 13.

3 Continuing operations
9 As defined by the US-based Institute for Health Metrics and Evaluation, excluding

injuries
1° Headcount reflects the total number of associates in our payroll systems. Full-time

equivalent adjusts headcount for associates working less than 100%. All data as of
December 31

11 Management defined locally
12 Data include Novartis associates and third-party personnel managed by Novartis

associates
13 Reporting has changed from assessing cases to assessing allegations. Because one

case can have more than one allegation, the assessment per allegation is higher
than the previously reported assessment per case. Furthermore, numbers are
based on the date a misconduct case is reported, whereas previously they were
based on the date a misconduct case was assigned for investigation. 2014 data
have been restated following the new methodology.

1‘ Scope 1: combustion and process, and vehicles; Scope 2: purchased energy
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2015 AT A GLANCE

Who we are

Novartis is a global healthcare company based in Basel,

Switzerland, with roots dating back more than 150 years. We

provide healthcare solutions that address the evolving needs

of patients and societies worldwide. Novartis products are

available in more than 180 countries and they reached nearly

1 billion people globally in 2015. About 123 000 people of
144 nationalities work at Novartis around the world.

 

FURTHER DETAIL

Visit www.novartis.com/about-us

Our environment

The world's rapidly growing and aging population is driving

changes in healthcare, presenting both new opportunities and

new challenges for Novartis. The global population will increase

by more than 1 billion people by 2030, projects the United

Nations, with most of that growth occurringin developing coun-

tries. People over age 60 are the fastest-growing population

segment, expected to add 500 million people and reach 1.4 bil-

lion by 2030.

These factors are behind increasing demand for health-

care worldwide. |f current growth rates continue, healthcare

spending will likely more than double by 2025, exceeding

fim
Patients reached

1—80+
Countries where

Novartis products
are available

49.4 bn
Net sales (USD)

 

@3 bn
Market capitalization1

(USD)

‘As of December 31, 2015; excluding
treasury shares

USD 15 trillion. Governments and health insurers are increas-

ingly searching for ways to keep spending in check. They are

focusing on the value they receive, based on tangible benefits

for patients and healthcare systems.

These developments validate our focus on innovation and

global scale, and underscore the need for collaboration to rein-

force our know-how in areas ofemergingscience and technology.

 

FURTHER DETAIL

On our environment, see page 14

Our strategy

We believe Novartis is well prepared for a world with a growing,

aging population and evolving healthcare needs. Our mission,

vision and strategy support the creation of long-term value for

our company, our shareholders and society.

Our mission is to discover new ways to improve and extend

people's lives. Our vision is to be a trusted leader in changing

the practice of medicine. Our strategy is to use science-based

innovation to deliver better outcomes for patients and to lead

in growing areas of healthcare.

We maintain strong investment in research and development
focused on areas of unmet medical need.

AGING POPULATIONS

2015—2030 (in millions)
1 402

 

 
2015 2020 2025 2030

I Population aged 60+

Source: United Nations projections
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2015 AT A GLANCE

Our values

Strong values define our culture and help us execute the

Novartis strategy in line with our mission and vision. We updated

values across our organization in 2015. They describe the

professional behavior we expect from employees: innovation,

quality, collaboration, performance, courage and integrity.

Our portfolio
LEADING DIVISIONS

Transactions completed in 2015 focus Novartis on industry-

leading divisions with innovation power and global scale:

pharmaceuticals, eye care and generics. Novartis acquired

GlaxoSmithKline's (GSK) oncology products, solidifying our

position as a global leader in cancer treatments. We also

merged ourOver—the-Counter business into a joint venture with
GSK, and sold our Vaccines and Animal Health businesses.

LEADING DIVISIONS

 

Phannaceuficab
Develops innovative patented medicines

lMcon
Offers the world’s widest spectrum

of eye care products

Sandoz
A leader in the growing generic medicines industry

 

 

Novartis Annual Report 2015 | 9

SUPPORTING OUR DIVISIONS

Novartis Institutes for BioMedical Research

The Novartis Institutes for BioMedical Research (NIBR) is the

innovation engine of Novartis, focused on discovering new

drugs that can change the practice of medicine.

Novartis Business Services

Novartis Business Services (NBS) consolidates support

services across Novartis divisions, helping drive efficiency,

standardization and simplification. Its role in generating

productivity gains supports our continued investment in

research and development, and underpins strong financial
results.

 

FURTHER DETAIL

On our strategy, see page 16

On our culture and values. see page 18

On our portfolio, see page 19

On NIBR, see page 19

On NBS, see page 19
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2015 AT A GLANCE
continued

Performance highlights
FINANCIAL

Novartis delivered solid performance in continuing operations

in 2015, supported by our growth products,1 productivity gains,

and strength in our Pharmaceuticals and Sandoz Divisions.

These factors helped counter a stronger US dollar, economic

slowdowns in key emerging markets, and weakness in our

Alcon eye care division.

Net sales were USD 49.4 billion, a 5% decline from 2014

in reported terms, but up 5% measured in constant curren-

cies (cc). Operating income was USD 9.0 billion (—19%, —2%

cc), down mainly due to the amortization of the new oncology

assets in the Pharmaceuticals Division. Operating income mar-

gin was 18.2% of net sales. Net income from continuing oper-

ations was USD 7.0 billion, down 34% (—18% cc), mainly due

to an exceptional USD 0.4 billion charge in the current year and

exceptional gains of USD 1.2 billion in the prior year. Earnings

per share (EPS) from continuing operations were USD 2.92,

down 33% (—17% cc).

Total net income rose 73% to USD 17.8 billion, mainly due

to gains from our portfolio transformation.
Total free cash flow in 2015 of USD 9.0 billion declined

16%, primarily due to the negative impact ofcurrency exchange
rates.

We also present our core results, which exclude the impact

of significant disposals, acquisitions and other exceptional

1Growth products are products launched in 2010 or later, or products with exclusivity
until at least 2019 in key markets (EU, US, Japan), except Sandoz, which includes only
products launched in the last 24 months.

2In constant currencies and for continuing operations

items. Our core operating income from continuing operations

in 2015 was USD 13.8 billion (—5%, +10% cc). Core operating

income margin grew 1.3 percentage points in constant cur-

rencies due to higher sales and enhanced productivity. How-

ever, that gain was offset by 1.1 percentage points of negative

impact from currency exchange rates, resulting in a margin of

27.9% of net sales.

Core net income from continuing operations was USD

12.0 billion (—5%, +9% cc), and core EPS was USD 5.01 (—3%,

+10% cc).

INNOVATION

Research and development efforts in 2015 yielded 20 major

approvals and 14 major submissions. A key approval during

the year in the US and EU was Entresto (formerly LCZ696) to

treat heart failure. We received approval in the US and EU for

Cosentyx for psoriasis, as well as approval in Europe to treat

psoriatic arthritis and ankylosingspondylitis. Tafinlar + Mekinist,

the first combination therapy approved for metastatic mela-

noma, also received approval in the US and EU.

Additionally, Sandoz extended its leadership in biosimilars

with US approval for Zarxio (filgrastim), the first biosimilar

under a new regulatory framework. In eye care, we launched

three new intraocular lens products under the AcrySof brand

for patients undergoing cataract surgery.

FINANCIAL

5%
Rise in net sales2

 

fi%
Increase in core

operating income2

Ebn
Total free cash flow

(USD)

fi%
Increase in total net

income (in USD)

INNOVATION

200 +
Projects in clinical

development

 

@bn
Research and

development spend

(USD)

SOCIAL

66m
Patients reached

through access
programs

100 %
Of top 20 conditions
causing the global
disease burden

addressed by our

portfolio
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G?AICA:k<:J@=ÅI̧AB=EC:BE¶B̧?AI:ÁI:µ=@G¶:µBGG:
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µB¶I¿:n¼:¹@=µÁ:BE:́I?GÁ ?̧@I:CJIE¶BE¹:µI@I:A=:
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=¼:ÁI:A@IE¶:¼=@:¹=>I@E»IEAC:?E¶:BECF@I@C:A=:
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¼=@:¶B?ºIAB̧C:Á?A:=F@:DĢ=E:I±I:̧?@I:¶B>BCB=E:

BC:?:̧=GG?º=@?A=@:BE:¶I>IG=JBE¹¿:nA:BC:?GC=:µ=@ÇÃ

BE¹:A=:ºFBG¶:̧?J?ºBGBABIC:BE:́I?GÁ:¶?A?:»?EÃ
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ṕBC:ĆB¼ABE¹:BE¶FCA@±:G?E¶Ç?JI:FE¶I@Ã
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B»J@=>I:=JI@?ABE¹:Iô::̧BIȨ±¿:
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ÉI:FCI:ÇBIȨIÃº?CI¶:BEE=>?AB=E:A=:

?¶¶@ICC:C=»I:=¼:C=̧BIA±¾C:»=CA:̧ ?́GGIE¹BE¹:
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º@I?ÇÁ@=F¹́:A@I?A»IEAC:?E¶:ÌE¶:EIµ:µ?±C:
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ÁI:J@?̧AB̧I:=¼:»I¶B̧BEI¿::

e¢̂ d\]̂ _]̀a~

jF@:CA@?AI¹±:BC:A=:FCI:ÇBIȨIÃº?CI¶:BEE=Ã
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ÁICI:>?GFIC:?E¶:ÇE=µ:́=µ:A=:?JJG±:ÁI»:=E:
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?E¶:¹=>I@E»IEAC¿:jF@:v=¶I:=¼:v=E¶F̧A:CIAC:
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µ=@G¶¾C:µB¶ICA:CJI̧A@F»:

=¼:I±I:̧?@I:J@=¶F̧AC¿

\_¡£e*dà ¡̀ b̂c\
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ṕI:JI=JGI:oC¿:ÉFI@Ç :̧́?@IC:¼=@:BȨGF¶I:?:ÂKÃ±I?@Ã=G¶:»?E:

µ́ =CI:GI¹:µ?C:@I̧IEAG±:?»JFA?AI¶³:?:ÂNÃ±I?@Ã=G¶:µ́ =:EII¶C:
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=E:ÁI:µ?±:A=:́BC:́=FCI:A=:CII:B¼:́I:́?C:́?¶:ÁI:IEI@¹±:A=:
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PERFORMANCE SUMMARY
continued

QUALITY

Our company’s focus on quality continued to

yield steady improvement in 2015, although

more work remains to be done, particularly in the

area of record-keeping — which is now the focus

of a major training and awareness program.

Regulatory agencies carried out 192

inspections of Novartis facilities worldwide last

year, with 98.4% resulting in a good or accept-
able outcome, slightly above the level achieved

in 2014. Additionally, in September the FDA

closed out the May 2013 Warning Letter issued
to our Sandoz site in Unterach, Austria.

These continuing strong inspection out-

comes reflect our company’s comprehensive

review of quality standards to ensure they are

applied consistently across all divisions and

are updated based on feedback from health

authority inspections.

In 2015, Novartis took a further step by

creating information-sharing networks for

experts from our company’s 90 manufactur-

ing sites, covering areas such as medical

devices, microbiology and sterility assurance.
These networks held six online conferences

during the year to review lessons from the

latest regulatory inspections.

Novartis also continued to strengthen the

quality culture at every level of our organiza-

tion by, for instance, holding regular quality

days at production plants worldwide. Last year

68 of these events took place, involving a total

of 30 500 employees. The inclusion of quality

among the six core values on which every

employee is assessed further indicates our com-

pany’s commitment to continual improvement.

Despite this progress, there is still work

to do. In October, the FDA issued a Warning
Letter to our Sandoz sites in Kalwe and Turbhe

in India. This letter related to documentation

practices in Kalwe and to sterile manufactur-

ing practices in Turbhe that were identified

during an inspection in August 2014. Novartis

took action immediately and has addressed

a majority of the issues. We also intensified
efforts to ensure accurate documentation

across our company’s Indian manufacturing

operations.

The FDA’s action gave added impetus to

an educational and training program to raise

employees’ understanding of the importance

of correct data handling. This began with the

launch of an e-learning course to demonstrate

how data ultimately define the quality, safety

and efficacy of the medicines and devices on

which patients depend.

In 2015, this training was rolled out to

45 000 employees across every function in
our company that is subject to health authority

regulations, followed by more in-depth courses

for around 450 internal auditors and managers

of data systems.

This program is being supplemented by

the appointment of more than 100 data qual-

ity champions for all Novartis divisions at

regional and local levels, who will be respon-

sible for monitoring potential risks and pre-

paring plans to anticipate and prevent them.

Our company is also becoming increas-

ingly proactive in quality management. For

example, our Alcon Division has developed a

plan in anticipation of a major revision of med-

ical devices legislation. This reform is aimed

at improving patient safety and traceability,

and is expected to be endorsed by the Euro-

pean Parliament in 2016. The Alcon initiative

is designed to ensure that its products, pro-

cesses and documentation are fully compliant

well before the revised regulations take full
effect in 2019.

Additionally, Novartis is one of 18 compa-

nies supporting an FDA initiative to develop

industry-wide metrics for assessing manufac-

turing robustness and commitment to quality.

The final guidance is due in 2016 and should

help maintain drug supply to patients, while

encouraging the industry to adopt state-of-

the-art quality management systems.

PERFORMANCE

Em
Regulatory
inspections

without major
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�45@¡18418 @1<@�147�6<9¢6894<:�1: 4�9<�18 9:1

A74�@::1�6:1�4��=<9�68@¡16<¡1�6<6�@¡19<1

6<1@�=986�>@1�6��

�41�=78 @71:=AA47814=71:86��:16�9>98�1841<659�

�68@18 @:@1� 6<�@:�1�@1>6=<� @¡18�41<@�14<>9<@1

8769<9<�1844>:�1� 9� 1�@7@1=:@¡1��1�47@18 6<1

¾1¾CC1A@4A>@19<1BCDE�1� @1� 67�6�@=89�6>:1

�959:94<16>:4147�6<9¢@¡1ÅE1� 6<�@11>@6¡@7: 9A1

�47 : 4A:1�471�6<6�@7:1674=<¡18 @1�47>¡�1

R·µ²ÁÆ̧¹µ²U[́±Ã·²́è[¹±Ç±kµÃµ́µ·¿[±²³[

Ã·±³·̧¿(µÇ

;1�95@��@67186>@<816<¡1>@6¡@7: 9A1:8768@��1

>6=<� @¡19<1BCDE169�:1841�6 @1A@4A>@16<¡1

1�=>8=7@1 @�1¡795@7:14�1�4�A@89895@16¡56<86�@1

6<¡1�=:9<@::1:=��@::�1�81�4�=:@:14<16<89�9A68�

9<�1�=:9<@::1<@@¡:16<¡1A>6<<9<�1�47@11

@�@�895@>��186 9<�161�47@19<8@�768@¡16AA746� 1

� @<1�6<6�9<�1A@4A>@16<¡186>@<8�16<¡1 4>¡9<�1

�6<6�@7:1�47@16��4=<86�>@1�471:=AA4789<�11

8 @1¡@5@>4A�@<814�18 @971A@4A>@�1� 9:1:8768@��11

9:1¡@:9�<@¡1841@<:=7@18 6813456789:1:@>@�8:18 @1

�@:81A@4A>@�18 @<18769<:�1¡@5@>4A:16<¡1A74�48@:1

8 @�19<161�6�18 681�@<@�8:1�48 14=71�4�A6<�1

6<¡1@�A>4�@@:�

D�1%
>4�16AA>9�6894<:1
7@�@95@¡19<1BCDE1�98 1
BC1CCC%1 97@¡

PQTP¬Q[PQRSTRUVWXQ[�W��XVZTR\[�

1 BCDE11 BCD½1

�=>>�89�@1@�=956>@<81A4:9894<:1¼1 @6¡�4=<81B[ ���[K��[À[�00[���11DDÅ1ÄC»1¼1DBB1DD¾1

�=7<45@7!1̄ 154>=<867�1¼1̄145@76>>[ KlO[À[�Ol�11 Å�C1¼1D¾�C1

�4>=<867�18=7<45@714�1:=A@79471A@7�47�@7:1®̄ °[ �l�11 E�D1

�<8@7<6>1 97@:1¼1@�8@7<6>1 97@:1®̄ °[ ��l�[À[��l011 ½½�½1¼1EE�È1

?4�@<19<1�6<6�@�@<8!1̄ 14�1�6<6�@�@<8¾1¼1̄14�1#467¡14�1�97@�847:[ ��[À[0K11 ½C1¼1DÄ1

;::4�968@1<6894<6>989@:1¼16::4�968@1<6894<6>989@:19<1�6<6�@�@<81¾[ ���[À[���11 D½Å1¼1DC»1

;<<=6>18769<9<�1 4=7:1A@71@�A>4�@@[ 0KlO11 BÅ�C1

D1�4<89<=9<�14A@76894<:
B1&@6¡�4=<817@�@�8:18 @18486>1<=��@714�16::4�968@:19<14=71A6�74>>1:�:8@�:�1�=>>�89�@1@�=956>@<816¡G=:8:1 @6¡�4=<81�4716::4�968@:1�47 9<�1>@::18 6<1DCC̄ �1;>>1¡68616:14�1

�@�@��@71¾D
¾1�6<6�@�@<81¡@�<@¡1>4�6>>�1

0031



O�1213456789:1;<<=6>1?@A4781BCDE £¤¥¦§¥̈ ©ª«¤

3456789:17@�@95@¡1�47@18 6<1D1�9>>94<1G4�1

6AA>9�6894<:19<1BCDE16<¡1 97@¡1�47@18 6<1

BC1CCC1:86��1�41 @>A1867�@818 @1�4:81:=986�>@1

9<¡959¡=6>:�1�@1�7@68@¡161�>4�6>1:86F<�147�6�

<9¢6894<18 6817@A>6�@:18 @1A7@594=:1¡959:94<6>1

:87=�8=7@16<¡1:=AA478:1�7@68@71�4>>6�476894<1

6�74::14=71�4�A6<��1

3456789:1>6=<� @¡16<1�<8@7A79:@1=@6¡@7�

: 9A1�@5@>4A�@<81A74�76�18419�A745@1:=��

�@::94<1A>6<<9<�1�4714=71�4�A6<��:1�4:81�7989�

�6>1@�@�=895@1A4:9894<:�1� @1���16<¡1&@6¡14�1

&=�6<1?@:4=7�@:16>:41�@<8471A4::9�>@1�6<�

¡9¡68@:1�471:@<9471>@6¡@7: 9A174>@:1¡=79<�16<1

6<<=6>17@87@681"161A74�76�18 681 6:1 @>A@¡1

A7@A67@1<=�@74=:1@�@�=895@:1�471A74�4894<�1

9<�>=¡9<�18 7@@1� 41:=�:@�=@<8>�1G49<@¡18 @1

��@�=895@1�4��988@@14�13456789:1®��3°�1

� 74=� 18 @:@16<¡148 @719<9896895@:�1�@169�1841

 65@161:874<�1:=��@::94<1A>6<19<1A>6�@1�471

8 7@@��=678@7:14�184A174>@:1��1BCBC�1=A1�74�1

674=<¡1 6>�184¡6��

�=71>@6¡@7: 9A1¡@5@>4A�@<81A74�76�1=:@:1

61�5@�:8@A1A74�@::1841¡@�<@18 @1: 9>>:16<¡1

@�A@79@<�@1<@�@::67�1�471@6� 174>@�19¡@<89��1

6<¡1@56>=68@1:=986�>@1�6<¡9¡68@:�1�76�81¡@5@>�

4A�@<81A>6<:1841�79¡�@16<�1�6A:�16<¡1@<:=7@1

8 681:@<9471�6<6�@7:1A7459¡@14<�49<�1:=AA4781

841A74�76�1A6789�9A6<8:�1

��@<8���4=71@�@�=895@:1�@<818 74=� 18 @1

¡@5@>4A�@<81A74�76�19<1BCDE�16<¡16<48 @71BE1

�@7@19¡@<89�@¡1�471BCDÈ�1�<16¡¡9894<�18 @1��316<¡1

¡959:94<6>1>@6¡@7: 9A18@6�:1 4>¡17@�=>67186>@<81

7@59@�:1841:=AA4781A@4A>@1¡@5@>4A�@<8�1?@16>:41

@:86�>9: @¡17@�94<6>186>@<81�467¡:1�6¡@1=A14�1

:@<9471�=:9<@::16<¡1 =�6<17@:4=7�@:1>@6¡@7:1

8419¡@<89��16<¡1¡@5@>4A1:@<9471�6<6�@7:16818 @1

�4=<87�1>@5@>19<1BCDÈ�1�=71�46>19:18416AA>�18 @1

:6�@16AA746� 18416>>1�6<6�@�@<81A4:9894<:�

3456789:17@�@<8>�1¡@�9¡@¡1841�7@68@161�>4�6>1

>@67<9<�147�6<9¢6894<1841A7459¡@18769<9<�19<1

A678<@7: 9A1�98 1>@6¡9<�1�=:9<@::1:� 44>:�1� @1

A74�76�:1�9>>14�@71@5@7�8 9<�1�74�1�@<@76>1

�=:9<@::16<¡1�6<6�@�@<818769<9<�1�47161�746¡1

:@>@�894<14�1@�A>4�@@:�1841867�@8@¡1@�@�=895@1

>@6¡@7: 9A1¡@5@>4A�@<8�1� @�167@1�@<876>1841

9�A7459<�18 @1�6A6�9>989@:14�14=71A@4A>@1841

�@@81�=8=7@1�=:9<@::1<@@¡:�1

?@16>:414A@768@18769<9<�19<9896895@:1"1:=� 1

6:18 @13456789:1=<95@7:989@:19<1;:96�1?=::9616<¡1

;�79�61"18416¡¡7@::186>@<81¡@5@>4A�@<81<@@¡:1

9<1@�@7�9<�1�67 @8:�1� @:@1A74�76�:1�44:81

6::4�968@:�1A74�@::94<6>1: 9>>:16<¡19<�>=¡@161

�9�14�1�>6::744�16<¡15978=6>18769<9<��1:@::94<:1

�98 13456789:1>@6¡@7:�1�@<8479<��16<¡1A7@:@<�

86894<:1��1@�A@78:19<1>@6¡@7: 9A16<¡1�=:9<@::�1

3@67>�1BC1CCC16::4�968@:1 65@1688@<¡@¡1:9<�@1

BCCÄ�19<�>=¡9<�1�47@18 6<1½1ECC19<1BCDE�
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PERFORMANCE SUMMARY
continued

Novartis received more than 1 million job

applications in 2015 and hired more than

20 000 staff. To help target the most suitable

individuals, we created a global staffing orga-

nization that replaces the previous divisional

structure and supports greater collaboration
across our company.

Novartis launched an Enterprise Leader-

ship Development program to improve suc-

cession planning for our company’s most criti-

cal executive positions. The CEO and Head of

Human Resources also mentor possible can-

didates for senior leadership roles during an

annual retreat — a program that has helped

prepare numerous executives for promotion,

including three who subsequently joined the

Executive Committee of Novartis (ECN).

Th rough these and other initiatives, we aim to

have a strong succession plan in place for

three-quarters of top roles by 2020, up from

around half today.

Our leadership development program uses

a five-step process to define the skills and

experience necessary for each role, identify
and evaluate suitable candidates, craft devel-

opment plans to bridge any gaps, and ensure

that senior managers provide ongoing support

to program participants.

Twenty-four executives went through the

development program in 2015, and another 25
were identified for 2016. In addition, the ECN and

divisional leadership teams hold regular talent

reviews to support people development. We also

established regional talent boards made up of
senior business and human resources leaders

to identify and develop senior managers at the

country level in 2016. Our goal is to apply the

same approach to all management positions.

Novartis recently decided to create a global

learning organization to provide training in

partnership with leading business schools. The

programs will offer everything from general

business and management training for a broad

selection of employees, to targeted executive

leadership development. They are central to

improving the capabilities of our people to
meet future business needs.

We also operate training initiatives — such
as the Novartis universities in Asia, Russia and

Africa — to address talent development needs

in emerging markets. These programs boost

associates’ professional skills and include a

mix of classroom and virtual training, sessions

with Novartis leaders, mentoring, and presen-

tations by experts in leadership and business.

Nearly 20 000 associates have attended since

2008, including more than 4 500 in 2015.

Strengthening the Novartis culture
Novartis rolled out revised Values and Be-

haviors in 2015, reinforcing the culture of our

company. Training programs taught people
to evaluate their own and others’ behavior

related to the new values, which are innova-

tion, quality, collaboration, performance,

courage and integrity. These values are now

embedded in all aspects of employees’ lives

at Novartis, from recruitment and develop-

ment to promotions, performance assessments

and bonus awards. They are one of the ele-

ments used to assess people’s performance,

from junior associates right up to ECN mem-
bers. For instance, performance against the

values became part of the incentive framework

for our sales forces starting in 2016.
Our new values have been well received.

In an employee survey, 82% of respondents
described the values as memorable and 84%

said the values give clear guidance that governs
their behavior at work.

Novartis continues to make progress in the

area of diversity and inclusion (D&l), as well.

Last yearthe percentage of women in manage-

ment increased slightly to 41%, while the num-
ber of nationalities represented in management

grew to 109. In 2015, Novartis broadened the

scope of responsibility for the Global Head of

Diversity and Inclusion. A global D&| strategy,
to be rolled out in 2016, aims to drive business

and scientific innovation through D&l.

PERFORMANCE

fioo+
Associates

attended Novartis

universities in Asia,
Russia and Africa

in 2015, supporting
talent development

in emerging markets
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�q¢bhqic£cKdĝb̂fa÷üðó÷¤¥¦§÷̈R��©÷ýùôòöôòôõ�÷ýùúòþðýò�÷ªóð�ô	÷ûóðø��ôö÷
�ðþôóõ��ôùø÷««¬÷ðü÷øõñõöõðþ÷þùô÷öòúùö�÷�þøùóö�ðóõþ�÷ð�ó÷ðþ�ðõþ�÷ò�õúõô
÷ôð÷
óù��ñùþòôù÷ð�ó÷ûóðø��ô÷ûðóôüðúõð�

�=71� 67�6�@=89�6>:1�959:94<1¡@5@>4A:19<<4�

56895@1�@¡9�9<@:1841 @>A1A@4A>@1>95@1>4<�@71�98 1

61�@88@71�=6>98�14�1>9�@�1?98 9<1� 67�61�@=89�6>:�1

�@167@1�4�=:@¡14<18 @167@6:14�1�<�4>4���1

13@=74:�9@<�@�1?@89<6�1���=<4>4��16<¡1�@7�6�

84>4���1?@:A976847��1�67¡94��@86�4>9��16<¡1�@>>1

6<¡1�@<@1� @76A9@:�1

PQRSTRUVWXQ

� 67�6�@=89�6>:1¡@>95@7@¡1<@81:6>@:14�1

���º¾C�½1�9>>94<1®"½̄ �1%È̄ 19<1�4<:86<81�=77@<�

�9@:�1471��°16:19<�7@6:@¡154>=�@:�19<�>=¡9<�1

�74�18 @14<�4>4��1A478�4>9416��=97@¡1�74�1

�>6�4��98 D>9<@1®��D°19<1BCDE�1�4=<8@7@¡18 @1

9�A6�814�1�7@68@71�@<@79�1�4�A@89894<�1� 9� 1

7@¡=�@¡1:6>@:1��1Å�C1A@7�@<86�@1A49<8:�

�74�8 1A74¡=�8:1�@<@768@¡1���1D¾�E1�9>�

>94<14�1¡959:94<1<@81:6>@:�1�74�9<�1¾¾̄ 1®��°1�4��

A67@¡1841>6:81�@67�1� @:@1A74¡=�8:1"1� 9� 19<�>=¡@1

)*+,-./�11/2*3-/�1f+6*87�18 @1�4��9<6894<14�11

1/5-+/81%1Y,W*-*26�1®/W/̄*°:e,̄7+/X,:6<¡::\72,-6.]1

"1�4<879�=8@¡1½½̄ 14�1¡959:94<1<@81:6>@:�1�4��

A67@¡1841¾È̄ 19<1BCD½�

�6>@:19<1@�@7�9<�1�74�8 1�67 @8:1

9<�7@6:@¡1»̄ 1®��°1841���1Å�Ä1�9>>94<�

�A@7689<�19<�4�@1�6:1���1Å�È1�9>>94<1
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Planned
Potential indication/disease area Route of administration filing dates 1-2

Allergic diseases Subcutaneous 22020 PHASE II
injection

Asthma Inhalation 2018

Asthma Oral 2019

Asthma Inhalation 2018

Immune disorders Subcutaneous 22020 PHASE II
injection

Atopic dermatitis Oral 22020 PHASE II

Non-alcoholic steatohepatitis Oral 22020 PHASE II

Primary Sjoegren's syndrome Subcutaneous 22020 PHASE II
injection

Chronic spontaneous urticaria/ Subcutaneous 22020 PHASE II
inducible urticaria injection

Hereditary periodic fevers Subcutaneous 2016 PHASE III
injection

Ankylosing spondylitis,2 psoriatic arthritis,2 Subcutaneous US registration SUBMISSION
non-radiographic axial spondyloarthritis injection EU approved

Alzheimer's disease Intramuscular 22020 PHASE II
injection

Alzheimer's disease Oral 22020 PHASE II

Neuropathic pain Oral 22020 PHASE II

Relapsing multiple sclerosis Subcutaneous 2019 PHASE II
injection

Secondary progressive multiple sclerosis Oral 2019 PHASE III

Chronic inflammatory demyelinating polyradiculoneuropathy Oral 2017 PHASE III

Migraine Subcutaneous PHASE III
injection

Sporadic inclusion body myositis [lead indication], Intravenous infusion 2016 PHASE III
hip fracture, sarcopenia

Pediatric acute lymphoblastic leukemia Intravenous infusion 2016 PHASE II
[lead indication], diffuse large B-cell lymphoma

Renal transplant Intravenous infusion 22020 PHASE II

Stem cell transplantation Intravenous infusion 22020 PHASE II

Malaria Oral 2019 PHASE II

Malaria Oral 22020 PHASE II

Otitis media-tympanostomy tube surgery Topical 2016 US PHASE "I 
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Altliougli results so far
are promising, important

questions remain, such
as managing a potentially
serious side effect called
cytokine release syndrome,
ensuring the safety of the
procedure and understand-
ing why some patients
relapse
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Independent Assurance Report on the Novartis
2015 Corporate Responsibility Reporting

TO THE BOARD OF DIRECTORS OF NOVARTIS AG, BASEL

INDEPENDENT ASSURANCE REPORT ON THE NOVARTIS
CORPORATE RESPONSIBILITY REPORTING

We have been engaged to perform assurance procedures to
provide limited assurance on the following aspects of the 2015
corporate responsibility (CR) reporting of Novartis AG and its
consolidated subsidiaries (Novartis Group) included in the
Annual Report 2015.

SCOPE AND SUBJECT MATTER

Our limited assurance engagement focused on the following
data and information disclosed in the consolidated CR report-
ing of Novartis Group for the year ended December 31,2015:
— The social key performance indicators on page 7, the

"Access-to-Healthcare Key Performance Indicators
2015" on page 65, the "Ethics and People Key Perfor-
mance Indicators" on page 68, the "BPO Allegations Per
Category” on page 68, and the "Environmental Sustain-
ability Key Performance lndicators" on page 70 (CR
indicators)

— Reporting processes and related controls in relation to
data aggregation of CR indicators

CRITERIA

The management reporting processes with respect to the CR
reporting and CR indicators were assessed against Novartis
Group internal policies and procedures, as set forth in the
following:
— Guideline on Corporate Responsibility Management at

Novartis and the Code of Conduct

— Procedures by which the data for the CR indicators
reporting are gathered, collected and aggregated internally

The accuracy and completeness of CR indicators are subject
to inherent limitations given their nature and methods for deter-
mining, calculating and estimating such data. Our Assurance
Report should therefore be read in connection with Novartis
Group guidelines, definitions and procedures on CR reporting.

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,
preparation and presentation of the information 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 (revised) "Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information." This

standard requires that we plan and perform the assurance
engagement to obtain limited assurance on the identified CR
indicators.

A limited assurance engagement under ISAE 3000 (revised)
is substantially less in scope than a reasonable assurance
engagement in relation to both the risk assessment proce-
dures, including an understanding of internal control, and the

procedures performed in response to the assessed risks.
Consequently, the nature, timing and extent of procedures for
gathering sufficient appropriate evidence are deliberately limited
relative to a reasonable assurance engagement and, therefore,
less assurance is obtained with a limited assurance engage-
ment than for a reasonable assurance engagement.

OUR INDEPENDENCE AND QUALITY CONTROL
We have complied with the independence and other ethical
requirements of the Code of Ethics for Professional Accoun-
tants issued by the International Ethics Standards Board for
Accountants, which is founded on fundamental principles of
integrity, objectivity, professional competence and due care,
confidentiality and professional behavior.

Ourfirm applies International Standard on Quality Control 1
and accordingly maintains a comprehensive system of quality
control including documented policies and procedures regard-
ing compliance with ethical requirements, professional stan-
dards, and applicable legal and regulatory requirements.

SUMMARY OF WORK PERFORMED

Our assurance procedures included the following:
— Reviewing the application of the Novartis Group internal

CR reporting guidelines
— Interviewing associates responsible for internal reporting

and data collection at Group, divisional and local levels
— Performing tests on a sample basis of evidence

supporting selected CR data concerning completeness,
accuracy, adequacy and consistency

— Inspecting relevant documentation on a sample basis
— Reviewing and assessing the management reporting

processes for CR reporting and consolidation, and their
related controls

We have not carried out any work on data other than outlined
in the scope and subject matter section as defined above. We
believe that the evidence we have obtained is sufficient 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 our attention that causes us to believe that the data and

information outlined in the scope and subject matter section
(including the related controls) have not been prepared, in all
material aspects, in accordance with Novartis Group internal
policies and procedures.

WW %
Bruno Rossi

PricewaterhouseCoopers AG

Raphael Rutishauser

Basel, January 26, 2016
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The challenge of

reversing the rise

in obesity

Around the world, obesity and
associated conditions such as

diabetes and heart disease have

become increasingly prevalent as

living standards have improved and

diet and lifestyles have changed.
In the US, around two-thirds

of the population is now considered

overweight and one-third is obese.

9 CONTINUED ON PAGE 107
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DEAR SHAREHOLDER,

In 2015, we took steps to further strengthen our

corporate governance, reinforce the role of our

Board in innovation, increase the diversity of our

Board, and embed strong values in our company’s
culture.

OUR MANDATE

Our Board is accountable for striving to create sustainable
value as described in article 2 of Novartis AG's Articles of Incor-

poration. We achieve this by setting a clearstrategy for Novartis

and through effective governance focused on target setting,

risk management, and performance optimization to provide

accountability and control.

This requires an effective Board with the right composi-

tion, structure and processes, and with a clear understanding

of its role. Our Board meets these requirements.
Our Board includes members with diverse educations,

experiences, nationalities and interpersonal skills. This diver-

sity was further strengthened when Nancy C. Andrews joined

our Board in 2015. It will be further strengthened if Elizabeth

Doherty and Ton Buechner are elected as new Board mem-

bers at the forthcoming Annual General Meeting. For more

information on these two Board member candidates, please

consult our Notice of Annual General Meeting, dated January
27, 2016.

We emphasize training, performance evaluation, and ongo-

ing improvement of our Board and its members, as well as

succession planning. To get an outside view on where we could

improve further, in 2014 we initiated a performance and

effectiveness evaluation by an independent expert. In 2015,

we conducted this performance evaluation in-house. As a result
of these evaluations, our Board launched a search for the

above-mentioned two new Board members to strengthen the

general management and finance expertise of our Board, and

decided to further deepen the business understanding of our

Board members by broadening their continuing education
program.

All Board members are independent, as defined by our

rules and, with the exception of two of our Board members,

those of key investors and proxy advisors. We have established

processes to ensure our Board functions effectively. They pro-

mote efficient and balanced decision-making and seamless

information transfer, enabling our Board to effectively fulfill its
duties.

CORPORATE GOVERNANCE REPORT

Our Board is primarily responsible for setting the strate-

gic direction of Novartis and for appointing our CEO and the

other Executive Committee members. We assert independent

judgment and work closely with our Executive Committee, mak-

ing sure our strategy is properly implemented and our ethical

standards are applied.

IMPORTANT BOARD DECISIONS

One of the most important tasks of our Board is to set the stra-

tegic direction of Novartis, re-evaluate it each year, and make

necessary changes in line with our mandate to create sustain-

able value. Active portfolio management is part of this role.

To fulfill this task, our Board holds a dedicated two-day strat-

egy meeting each August. In 2015, we completed our portfo-

lio transformation, approved by our Board in 2014, to focus
on our core businesses — Pharmaceuticals, Alcon and Sandoz

— and to bring our Over-the-Counter business into a joint ven-

ture, with Novartis holding a significant minority stake. Our

strategy for these businesses has not changed. It is to use sci-

ence-based innovation to deliver better outcomes for patients.

We aim to lead in growing areas of healthcare.

The new Research & Development Committee of the Board,

created to oversee our research and development strategy and

to strengthen the Board's role in innovation, met four times in

2015 to evaluate various aspects of the effectiveness and com-

petitiveness of our research and development organization.

Novartis also implemented a Board decision to create a cen-

tralized services group, Novartis Business Services, to facili-

tate collaboration across our divisions, and drive efficiency and

productivity gains.

Finally, in 2015 we endorsed a proposal from our Execu-

tive Committee to introduce a revised set of six values to guide

our employees' behavior at work. They include integrity and

collaboration, and I believe they are important to the long-term
success of Novartis.

For details on our strategy, please see page 16-17; for

details on our culture and values, see page 18.
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ROLE OF THE CHAIRMAN

As independent, non-executive Chairman, I provide direction

to our Board and make sure we effectively collaborate with our
CEO and Executive Committee.

I ensure that our Board and its committees work effectively,

setting the agenda, style and tone of Board discussions; pro-

moting constructive debate and effective decision-making; and

ensuring that our performance is regularly evaluated and that

our members are properly trained.

In addition, I support and mentor our CEO, but do not inter-

fere with the operational management of Novartis. I also pro-
mote effective communication with shareholders, so that we

understand your views. In this task, I am supported by our Vice
Chairman, Enrico Vanni.

STRENGTHENED GOVERNANCE FRAMEWORK

As of last year, we introduced annual elections of the Chair-

man of the Board, of all Board members, and of Compensa-

tion Committee members, and we instituted the option for our

shareholders to provide their voting instructions to the lnde-

pendent Proxy electronically. Moreover, we introduced yearly

binding shareholder votes on the aggregate compensation of

our Board and Executive Committee, as well as a yearly

non-binding shareholder vote on the Compensation Report.

Novartis Annual Report 2015 | 77

IMPORTANCE OF SHAREHOLDER ENGAGEMENT

Shareholder engagement is critical to our company’s long-
term success. Our Board of Directors is dedicated to enhanc-

ing interactions with our shareholders. We conduct interac-

tions in an atmosphere of trust and respect that promotes a

collaborative dialogue between Novartis and our shareholders

—with views and positions expressed openly to enhance mutual

understanding. As part of these efforts, our governance

specialists meet regularly with their peers from shareholder

groups. l have also personally met with many of our sharehold-

ers and intend to continue this dialogue.

2, Bump/ml L.
Joerg Reinhardt
Chairman of the Board of Directors
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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:

www.six-exchange-regulation.com/de/home/publications/

significant-shareholders.html.

CROSS SHAREHOLDINGS

Novartis AG has no cross shareholdings in excess of 5% of
capital or voting rights with any other company.

DISTRIBUTION OF NOVARTIS SHARES

The information in the following tables relates only to regis-

tered shareholders and does not include holders of unregis-

tered shares. Also, the information provided in the tables below

cannot be assumed to represent the entire Novartis AG investor

base because nominees and JPMorgan Chase Bank, as ADS

depositary, are registered as shareholders for a large number
of beneficial owners.

As of December 31,2015, Novartis AG had approximately

161 000 registered shareholders.

 

CORPORATE GOVERNANCE REPORT

 
SHAREHOLDER RIGHTS

Shareholders have the right to receive dividends, to vote and

to execute such other rights as granted under Swiss law and

the Articles of Incorporation.

Right to vote

Each Novartis share registered with the right to vote entitles

the holder to one vote at General Meetings. Novartis shares

can only be voted if they are registered with voting rights with

the Novartis Share Register by the third business day before

the General Meeting (for shareholder registration and voting

restrictions, see pages 83-84).

ADR holders may vote by instructing JPMorgan Chase

Bank, the ADS depositary, to exercise the voting rights attached

to the registered shares underlyingtheADRs.JPMorgan Chase

Bank exercises the voting rights for registered shares under-

lying ADRs for which no voting instructions have been given

by providing a discretionary proxy to an uninstructed indepen-

dent designee. Such designee has to be a Novartis AG share-
holder.

Powers of General Meetings

The following powers are vested exclusively in the General
Meeting:

— Adoption and amendment of the Articles of Incorporation
— Election and removal of the Chairman of the Board,

Board and Compensation Committee members, the

Independent Proxy and external auditors

— Approval of the management report (if required) and of
the consolidated financial statements

— Approval of the financial statements of Novartis AG and

decision on the appropriation of available earnings shown

on the balance sheet, including with regard to dividends

— Approval of the maximum aggregate amounts of

compensation of the Board (for the period from an AGM

until the next AGM) and of the Executive Committee (for

the financial year following the AGM)

— Grant of discharge to Board and Executive Committee
members

— Decision of other matters that are reserved by law or by

the Articles of Incorporation to the General Meeting of
Shareholders
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Resolutions and elections at General Meetings

The General Meeting passes resolutions and elections with the

absolute majority of the votes represented at the meeting.

However, under the Articles of Incorporation (www.novartis.

com/corporate-governance), the approval of two-thirds of the

votes represented at the meeting is required for:

— An alteration of the purpose of Novartis AG

— The creation of shares with increased voting powers

— An implementation of restrictions on the transfer of

registered shares and the removal of such restrictions

— An authorized or conditional increase of the share capital

— An increase of the share capital out of equity, by

contribution in kind, for the purpose of an acquisition of

property or the grant of special rights

— A restriction or suspension of rights or options to
subscribe

— A change of location of the registered office of
Novartis AG

— The dissolution of Novartis AG

In addition, the law provides for a qualified majority for other

resolutions, such as 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 Share-

holders be convened. Shareholders representing Novartis

shares with an aggregate nominal value of at least CHF1 mil-

lion may request that an item be included in a General Meet-

ing agenda. Such requests must be made in writing at least

45 days before the meeting, specify the agenda item to be

included, and contain the proposal on which the shareholder

requests a vote.

Shareholders can vote their Novartis shares by themselves

or appoint another shareholder or the Independent Proxy to

vote on their behalf. All shareholders (who are not yet regis-

tered on the Sherpany Platform; see below) receive a General

Meeting invitation letter with a proxy appointment form for the

appointment of the Independent Proxy. On this form share-
holders can instruct the Independent Proxy to vote on alter-

native or additional motions related to the agenda items either

(i) according to the motions of the Board for such alternative

or additional motions, or (ii) against such alternative or addi-

tional motions, or (iii) to abstain from voting.

Novartis AG offers shareholders the opportunity to use an

online platform (the Sherpany Platform) to receive notices of

future General Meetings exclusively by email and to electron-

ically give their instructions to the Independent Proxy, grant

powers of attorney to other shareholders, and order their

admission cards online. The General Meeting registration form

enables shareholders who are not yet registered on the Sher-

pany Platform to order detailed documents related to opening

a Sherpany account. They may also do so by contacting the

Novartis Share Register. Shareholders can deactivate their

online account at any time and again receive invitations in

paper form.
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Other rights associated with a registered Novartis share

may only be exercised by the shareholder, its legal represen-

tative, another shareholder with the right to vote, or the Inde-

pendent Proxy, or a usufructuary (a person not the owner of

the share who is entitled to exercise the shareholder rights) or

nominee who is registered in the Novartis Share Register.

SHAREHOLDER REGISTRATION

Only shareholders, usufructuaries or nominees registered in

the Novartis Share Register with voting rights may exercise

their voting rights. To be registered with voting rights, 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. According to

the Articles of Incorporation, the Board may register nominees

with the right to vote. For restrictions on the registration of

nominees, 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 registered share capital. The Board may, upon request,

grant an exemption from this restriction. Considerations

include whether the shareholder supports the Novartis goal of

creating sustainable value and has a long-term investment

horizon. In 2015, no exemptions were requested. Exemptions

are in force for the registered significant shareholders listed

on page 81 under Our Shareholders — Significant Sharehold-

ers, and for Norges Bank (Central Bank of Norway), Oslo, which

as of December 31, 2015, held less than 2% of the share cap-
ital of Novartis AG.

The same registration and voting restrictions indirectly

apply to holders of ADRs.

Given that shareholder representation at General Meetings

traditionally has been rather low in Switzerland, Novartis AG

considers registration restrictions necessary to prevent a

minority shareholder from dominating a General Meeting.

The Articles of Incorporation provide that no nominee shall

be registered with the right to vote for more than 0.5% of the
registered share capital. The Board may, upon request, grant

an exemption from this restriction if the nominee discloses the

names, addresses and number of shares of the persons for

whose account it holds 0.5% or more of the registered share
capital. Exemptions are in force for the nominees listed on

page 81 under — Our Shareholders — Significant Shareholders,

and forthe nominee Citi Bank, London, which in 2015 requested

an exemption, but as of December 31,2015 was not registered

in the Novartis Share Register.

The same restrictions indirectly apply to holders of ADRs.

Registration restrictions in the Articles of Incorporation

may only be removed through a resolution of the General Meet-

ing of Shareholders, with approval of at least two-thirds of the

votes represented at the meeting.
Shareholders, ADR holders or nominees who are linked to

each other or who act in concert to circumvent registration

restrictions are treated as one person or nominee for the pur-

poses of the restrictions on registration.
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OUR BOARD OF DIRECTORS

COMPOSITION OF THE BOARD OF DIRECTORS AND ITS COMMITTEES (AS PER DECEMBER 31, 2015)

BOARD OF DIRECTORS

Chairman: J. Reinhardt N. Andrews
Vice Chairman: E. Vanni D. Azar

V. Briner
S. Datar
A. Fudge

P. Landolt
A. von Planta
C. Sawyers
W. Winters

—l—l—l—l—l—

Audit and Compliance
Committee

Compensation
Committee

S. Datar (Chairman) E. Vanni (Chairman)

Governance, Nomination
and Corporate Respons-
ibilities Committee

P. Landolt (Chairman)

Research & Risk Committee
Development
Committee

J. Reinhardt (Chairman) A. von Planta (Chairman)
D. Azar S. Datar A. Fudge N. Andrews V. Briner
E. Vanni A. Fudge C. Sawyers D. Azar S. Datar
A. von Planta W. Winters A. von Planta C. Sawyers A. Fudge

E. Vanni

ELECTION AND TERM OF OFFICE

Board members, the Chairman, and Compensation Commit-

tee members are elected annually and individually by share-

holders at the General Meeting. Board members whose term

of office has expired are immediately eligible for re-election.

The average tenure of Board members is six years. A Board

member must retire after reaching age 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 of the insight and knowledge of the

company's operations and practices that long-serving Board

members have developed.

 
First election Last election End of

Name Nationality Year of birth at AGM at AGM current term

Joerg Reinhardt, Ph.D. D 1956 2013 2015 2016
Enrico Vanni, Ph.D. CH 1951 2011 2015 2016

Nancy C. Andrews, MD, Ph.D US 1958 2015 2015 2016
Dimitri Azar, MD. US 1959 2012 2015 2016

Verena A. Briner, M.D. CH 1951 2013 2015 2016

Srikant Datar, Ph.D. US 1953 2003 2015 2016

Ann Fudge US 1951 2008 2015 2016
Pierre Landolt, Ph.D. CH 1947 1996 2015 2016

Andreas von Planta, Ph.D. CH 1955 2006 2015 2016

Charles L. Sawyers, MD. US 1959 2013 2015 2016
William T. Winters UK/US 1961 2013 2015 2016

BOARD PROFILE

BOARD COMPOSITION

The composition of the Board must align with our status as a

listed company, business portfolio, geographic reach and cul-

ture. The Board must be diverse in all aspects. Knowledge and

experience in the following fields must be represented on the

Board: leadership and management; healthcare, life sciences

and medicine; research and development; engineering and

technology; marketing; banking, finance and accounting;

human resources; legal and public affairs; and risk manage-
ment.

INDIVIDUAL BOARD MEMBER PROFILE

Board members should have the following personal qualities:
— Interact with other Board members to build an effective

and complementary Board

Establish trusting relationships

Apply independence of thought

Be challenging but supportive in the boardroom

Influence without creating conflict by applying a con-

structive, non-confrontational style

Listen well and offer advice based on sound judgment

Be able and willing to commit adequate time to Board

and committee responsibilities

Be open to personal feedback and seek to be responsive
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ROLE OF THE BOARD AND ITS COMMITTEES

The Board is responsible for the overall direction and super-

vision of management and holds the ultimate decision-making

authority for Novartis AG, except for those decisions reserved
for shareholders.

The Board has delegated certain responsibilities to five

committees, as set out below. Responsibilities described with

the terms "overseeing" or "reviewing" are subject to final Board
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approval. The committees enable the Board to work in an effi-

cient and effective manner, ensuring a thorough review and

discussion of issues,while givingthe Board more timefordelib-

eration and decision-making. Moreover, committees ensure

that only Board members who are independent oversee audit

and compliance, governance and compensation — as only

independent Board members are delegated in the respective
committees.

Number of
meetings held
in 2015/
approximate
average duration

 

(hrs) of each
meeting

Responsibilities Members attendance Link

Board of Directors 10/6:00

The primary responsibilities of the Board of Directors include: Joerg Reinhardt1 10 Articles of Incorporation of
— Setting the strategic direction of the Group Enrico Vanni 10 Novartis AG— Appointing, overseeing and dismissing key executives, and planning

their succession Nancy C- AHdreW53 8 Regulations of the Board
— Approving major transactions and investments Dimitri Azar 10 of Directors. its Committees
— Determining the organizational structure and governance of the Group , and the Executive Committee
— Determining and overseeing financial planning, accounting, verena A' Br'ner 10 of Novartis AG

reporting and controlling Srikant Datar 10 (Board Regulations)
— Approving annual financial statements and corresponding

financial results releases Ann FUdge 10 www.novartis.com/
Pierre Landolt 10 corporate-governance
Andreas von Planta 10

Charles L. Sawyers 10
William T. Winters 10

Audit and Compliance Committee 7/2:30

The primary responsibilities of this committee include: Srikant Datarly2 7 Charter of the Audit and
— Supervising external auditors and selecting and nominating Dimitri Azar 7 Compliance Committee

external auditors for election by the meeting of shareholders ' t
— Overseeing internal auditors EanCO Vannl 7 www.novartis.com/
— Overseeing accounting policies, financial controls, and Andreas von PIanta 7 corporate-governance

compliance with accounting and internal control standards
— Approving quarterly financial statements and financial results releases
— Overseeing internal control and compliance processes and procedures
— Overseeing compliance with laws, and external and internal regulations
The Audit and Compliance Committee has the authority to retain
external consultants and other advisors.

Compensation Committee 5/2:30

The primary responsibilities of this committee include: Enrico Vanni1 5 Charter of the

— Designing, reviewing and recommending to the Board compensation Srikant Datar 5 Compensation Committeepolicies and programs
— Advising the Board on the compensation of the Board members Ann FUdge 5 www.novartis.com/

and the CEO William T_ Winters: 4 corporate-governance
Deciding on the compensation of Executive Committee members
Preparing the Compensation Report and submitting to the Board
for approval

The Compensation Committee has the authority to retain external
consultants and other advisors.

1Chairman
2Audit Committee Financial Expert as defined by the US Securities and Exchange Commission
3as of AGM February 2015
“as of April meeting
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FUNCTIONING OF THE BOARD

The Board takes decisions as a whole, supported by its five

committees. Each committee has a written charter outlining

its duties and responsibilities, and is led by a Board-elected
chairman.

The Board and its committees meet regularly throughout

the year. The chairmen set their meeting agendas. Any Board

member may request a Board or committee meeting, and the

inclusion ofan agenda item. Before meetings, Board members

receive materials to help them prepare the discussions and

decision-making.

CHAIRMAN

Joerg Reinhardt has been independent, non-executive Chair-

man since August 1,2013. He has both industry and Novartis

experience, and meets the company's independence criteria.

As independent Chairman, he can lead the Board to represent

the interests of all stakeholders, being accountable to them

and creating sustainable value through effective governance.

The independent chairmanship also ensures an appropriate

balance of power between the Board and Executive Commit-
tee.

In this role, Joerg Reinhardt:

— Provides leadership to the Board

— Supports and mentors the CEO

— Supported by the Governance, Nomination and

Corporate Responsibilities Committee, ensures effective

succession plans for the Board and the Executive
Committee

— Ensures that the Board and its committees work

effectively

— Sets the agenda, style and tone of Board discussions,

promoting constructive dialogue and effective deci-

sion-making

— Supported by the Governance, Nomination and

Corporate Responsibilities Committee, ensures that all

Board committees are properly established, composed

and operated

— Ensures that the Board's performance is annually
evaluated

— Ensures introduction programs for new Board members

and continuing education as well as specialization for all
Board members

— Ensures effective communication with the company's
shareholders

— Promotes effective relationships and communication
between Board and Executive Committee members

VICE CHAIRMAN

Enrico Vanni has been independent, non-executive Vice Chair-

man since February 22,2013.
In this role, he:

— Leads the Board in case and as long as the Chairman is

incapacitated

— Chairs the sessions of independent Board members and

leads independent Board members if and as long as the

Chairman is not independent
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BOARD MEETINGS

The Board has meetings with Executive Committee members

as well as private meetings without them.

In 2015, there were 10 Board meetings. Because all Board

members are independent, no separate meetings of the inde-

pendent Board members were held in 2015.

KEY ACTIVITIES OF OUR BOARD AND COMMITTEES IN
2015

The Board meeting agendas in 2015 included the following

standard topics: strategy; Group targets; personal objectives

of the CEO; mergers and acquisitions, and business develop-
ment and licensing review; financial and business reviews;

major projects; investments and transactions; the Annual

Report; and the General Meeting agenda. Topics addressed

during private meetings included Board self-evaluation and

performance assessment of senior management, as well as

succession planning.

In addition, in 2015 our Board and its committees focused on

a number of special topics, including:

BOARD OF DIRECTORS:

Our biosimilars development pipeline, the pricing and com-

petitive environment in pharmaceuticals, the rollout of our new

Values and Behaviors, a review of our brand identity, the pro-

posal to revise our Articles of Incorporation and Board regu-

lations to implement the "Minder Legislation," the analysis of

the AGM 2015 and investor feedback from our corporate gov-
ernance roadshow, the issue of new bonds, and the renewal

of existing credit facilities.

GOVERNANCE, NOMINATION AND CORPORATE
RESPONSIBILITIES COMMITTEE:

Investor feedback from our corporate governance roadshow

and how to address it; the search profile for and discussion of

potential new Board members to strengthen the general man-

agement and financial expertise background of our Board; a

review of our corporate responsibility activities, including the

proposal to introduce an "Access Brand" (a first-of-its-kind

portfolio of products aimed at increasing access to medicines

in low- and low-middle-income countries); and reviewing the

activities of the Novartis Foundation (a philanthropic organi-

zation pioneering innovative healthcare models that have a

transformational impact on the health of the poorest popula-

tions).

COMPENSATION COMMITTEE:

The metrics that underpin the Annual Incentive and the per-

formance-based Long-Term Incentive plans; the constituents

of the Novartis healthcare peer group used for benchmarking

and variable compensation purposes; the rollout of the com-

pensation system of Executive Committee members to the

broader Novartis executive group, as well as approving the

Long-Term Incentive plans for the rest of the Novartis employee

population; investor feedback from the corporate governance

roadshow; and expense policies.
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AUDIT AND COMPLIANCE COMMITTEE:

The accounting of the portfolio transformation, the Novartis

IT security organization and challenges, the roles of the Audit

and Compliance Committee and the Risk Committee to avoid

potential gaps or overlaps, working toward integrated assur-

ance, specific accounting and compliance topics, compensa-
tion disclosures, the revision of the Internal Audit Charter, and

the definition of growth products.

RISK COMMITTEE:

Key business risks at Alcon; pharmacovigilance and quality

preparedness; benchmarkingthe enterprise risk management

organization and processes; risks related to pricing, data pri-

vacy, IT security, and data integrity in manufacturing and devel-

opment; and risks and opportunities related to the Step

Change program (a program evolving our approach to busi-

ness practices and customer relationships to strengthen our

focus on performance with integrity).

RESEARCH & DEVELOPMENT COMMITTEE:

The Novartis portfolio of R&D projects in the following areas:

respiratory diseases; infectious diseases; autoimmune, trans-

plantation and immunological diseases; cardiovascular and

metabolic diseases; immuno-oncology; and musculoskeletal

diseases. The committee also supported the setting and eval-

uation of innovation-related long-term performance metrics.

HONORARY CHAIRMEN

Dr. Alex Krauer and Dr. Daniel Vasella have been appointed

Honorary Chairmen in recognition of their significant achieve-

ments on behalf of Novartis. They are not provided with Board

documents and do not attend Board meetings.

INDEPENDENCE OF BOARD MEMBERS

The independence of Board members is a key corporate gov-

ernance issue. An independent Board member is one who is

independent of management and has no business or relation-

ship that could materially interfere with the exercise of objective,

unfettered and independent judgment. Only with a majority of
Board members being independent can the Board fulfill its

obligation to represent the interests of shareholders, being

accountable to them and creating sustainable value through

an effective governance of Novartis. Accordingly, Novartis

established independence criteria based on international

best-practice standards and outlined on the Novartis website:

www.novartis.com/investors/governance-documents.shtml.

— The majority of Board members and any member of the

Audit and Compliance Committee; the Compensation
Committee; and the Governance, Nomination and

Corporate Responsibilities Committee must meet the

company's independence criteria. These include, inter

alia, (i) a Board member not having received direct

compensation of more than USD 120 000 per year from

Novartis, except for dividends or Board compensation,

within the last three years, (ii) a Board member not

having been an employee of Novartis within the last

three years, (iii) a family member not having been an

executive officer of Novartis within the last three years,

(iv) a Board member or family member not being

CORPORATE GOVERNANCE REPORT

employed by the external auditor of Novartis, (v) a Board

member or 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. For members of the Audit

and Compliance Committee and the Compensation

Committee, even stricter rules apply.

— In addition, Board members are bound by the Novartis

Conflict of Interest Policy, which prevents a Board

member's potential personal interests from influencing

the decision-making of the Board.

— The Governance, Nomination and Corporate Responsibil-

ities Committee annually submits to the Board a
proposal concerning the determination of the indepen-
dence of each Board member. For this assessment, the
committee considers all relevant facts and circum-

stances 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 senior

management and from any of his/her current or former

colleagues.

— In its meeting on December 17, 2015, the Board deter-

mined that all of its members are independent.

RELATIONSHIP OF NON-EXECUTIVE BOARD MEMBERS
WITH NOVARTIS

No Board member is or was a member of the management of

Novartis AG or of any other Novartis Group company in the

last three financial years up to December 31, 2015. There are

no significant business relationships of any Board member

with Novartis AG or with any other Novartis Group company.

MANDATES OUTSIDE THE NOVARTIS GROUP

No Board member may hold more than 10 additional man-

dates in other companies, of which no more than four shall be

in other listed companies. Chairmanships of the boards of

directors of other listed companies count as two mandates.

Each of these mandates is subject to Board approval.

The following mandates are not subject to these limita-
tions:

a) Mandates in companies that are controlled by Novartis
AG

b) Mandates that a Board member holds at the request of

Novartis AG or companies controlled by it. No Board
member shall hold more than five such mandates.

c) Mandates in associations, charitable organizations,

foundations, trusts and employee welfare foundations.

No Board member may hold more than 10 such
mandates.

"Mandates" means those in the supreme governing body of a
legal entity that is required to be registered in the commercial

register or a comparable foreign register. Mandates in differ-

ent legal entities that are under joint control are deemed one
mandate.

The Board may issue regulations that determine additional

restrictions, taking into account the position of the respective
member.
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LOANS AND CREDITS

No loans or credits shall be granted to members of the Board.

BOARD PERFORMANCE AND EFFECTIVENESS
EVALUATION

PROCESS

The Board conducts an annual review to evaluate its perfor-
mance and that of individual committees and members. As

part of this process, each Board member completes a ques-

tionnaire on the performance and effectiveness of the Board

and his/her committees, which lays the groundwork for a

qualitative review led by the Chairman. The Chairman has dis-
cussions with each Board member, and then with the entire

Board. Further, the committee evaluations are discussed by

the respective committee and the results are debriefed to the

Board. Any suggestion for improvement is recorded and

actions are agreed upon.

Periodically, this process is conducted by an independent

consultant. In 2014, an independent performance and effec-

tiveness evaluation of the Board and its committees, including

an individual Board member assessment, was conducted by

the independent expert company Russell Reynolds Associates.

In 2015, the performance evaluation was conducted internally.

CONTENT AND RESULTS

The performance review examined the performance and effec-

tiveness, and strengths and weaknesses, of individual Board
members and of the full Board and each Board committee.

This review covered topics including Board composition;

purpose, scope and responsibilities; processes and gover-

nance ofthe Board and its committees; meetings and pre-read-

ing material; team effectiveness; and leadership and culture.

The review also evaluated the ability and willingness of

each Board member to commit adequate time and effort to

his/her responsibilities as provided for in the charter of the

Governance, Nomination and Corporate Responsibilities
Committee.

The results were discussed at the January 2016 meeting
of the Board. It was concluded that the Board and its commit-

tees operate effectively.

INFORMATION AND CONTROL SYSTEMS OF THE BOARD
VlS-A-VIS MANAGEMENT

INFORMATION ON MANAGEMENT

The Board ensures that it receives sufficient information from

the Executive Committee to perform its supervisory duty and
to make decisions that are reserved for it. The Board obtains

this information through several means:

— The CEO informs the Board regularly about current

developments

Novartis Annual Report 2015 | 91

— Executive Committee meeting minutes are made
available to the Board

— Meetings or teleconferences are held as required
between Board members and the CEO

— The Board regularly meets with all Executive Committee
members

— The Board receives detailed, quarterly updates from
each Division Head

— By invitation, other members of management attend

Board meetings to report on areas of the business for

which they are responsible

— Board members are entitled to request information from

Executive Committee members or any other Novartis

associate, and they may visit any Novartis site

BOARD COMMITTEES

Board committees regularly meet with management and, at
times, outside consultants to review the business, better under-

stand applicable laws and policies affecting the Group, and

support the Board and management in meeting the require-

ments and expectations of stakeholders and shareholders.

In particular, the Chief Financial Officer (CFO), the Group

General Counsel, and representatives of the external auditors

are invited to Audit and Compliance Committee meetings.

Additionally, the heads of Internal Audit, Financial Reporting

& Accounting, Compliance and Quality, as well as the Head of

the Global Business Practices Office report on a regular basis

to the Audit and Compliance Committee. This committee

reviews financial reporting processes on behalf of the Board.

For each quarterly and annual release of financial information,

the Disclosure Review Committee is responsible for ensuring

the accuracy and completeness of disclosures. The Disclosure

Review Committee, which is a management committee, is

chaired by the CFO and includes the CEO; the Group General
Counsel; the heads of the divisions, Novartis Business Services

(NBS) and the Novartis Institutes for BioMedical Research

(NIBR); the heads of finance of the divisions, NBS and NIBR;

and the heads of the following corporate functions: Treasury,

Tax, Financial Reporting&Accounting, Internal Auditand Inves-

tor Relations. The Audit and Compliance Committee reviews

decisions made by the Disclosure Review Committee before

the quarterly and annual releases are published.

The Risk Committee oversees the risk management sys-

tem and processes, and also reviews the risk portfolio of the

Group to ensure appropriate and professional risk manage-

ment. For this purpose, the Group Risk Office and the risk own-

ers of the divisions report on a regular basis to the Risk Com-

mittee. The Group General Counsel, the Head of Group Risk,
the Head of Internal Audit, and other senior executives are

invited to these meetings on a regular basis.
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NOVARTIS MANAGEMENT INFORMATION SYSTEM

Novartis produces comprehensive, consolidated (unaudited)

financial statements on a monthly basis for the total Group

and its divisions. These are typically available within 10 days

of the end of the month and include the following:

— Consolidated income statement of the month, quarter-

to-date and year-to-date in accordance with International

Financial Reporting Standards (IFRS), as well as adjust-

ments to arrive at core results as defined by Novartis.

The lFRS 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 lFRS in USD

— Consolidated cash flow on a monthly, quarter-to-date

and year-to-date basis in accordance with lFRS in USD

— Supplementary data on a monthly, quarterly and

year-to-date basis such as free cash flow, gross and net

debt, headcount, personnel costs, working capital, and

earnings per share on a USD basis where applicable

Constant currencies, core results, free cash flow, net debt and

related target figures are non-lFRS measures. An explanation

of non-lFRS measures can be found on pages 165-169 of the

Operating and Financial Review 2015.
The above information is made available to Board members

on a monthly basis. An analysis of key deviations from the prior

year or target is also provided.

The Board also receives twice a year an outlook of the full-

year results in accordance with lFRS and core, along 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.

In the middle of the year, the Board also reviews and

approves the strategic plan for the next five years, which

includes a projected consolidated income statement in USD

prepared in accordance with lFRS and core (as defined by

Novartis).

CORPORATE GOVERNANCE REPORT

The Board does not have direct access to the company's

financial and management reporting systems but can, at any

time, request more detailed financial information on any aspect

that 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. This function helps organizational

units accomplish objectives by providing an independent

approach to the evaluation, improvement and effectiveness of

their internal control framework. It prepares reports on the

audits it has performed, and reports actual or suspected irreg-

ularities to the Audit and Compliance Committee and the CEO.

The Audit and Compliance Committee regularly reviews the

Internal Audit scope, audit plans and results.

RISK MANAGEMENT

The Group Risk Office is overseen by the Board's independent

Risk Committee. The Compensation Committee works closely

with the Risk Committee to ensure that the compensation sys-

tem does not lead to excessive risk-taking by management (for

details, see our Compensation Report on pages 108-137).

Organizational and process measures have been estab-

lished to identify and mitigate risks at an early stage. Organi-

zationally, the individual divisions and functions are responsi-

ble for risk and risk mitigation, with specialized corporate

functions — such as Group Finance; Group Quality Assurance;

Corporate Health, Safety and Environment; Business Continu-

ity Management and Integrity & Compliance; and the Business

Practices Office — providing support and controlling the effec-

tiveness of risk management by the divisions and functions in

these respective areas.
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BOARD OF DIRECTORS (CONTINUED)

 
Charles L. Sawyers, M.D.
Member of the Board of Directors
American, age 56

Function at Novartis AG Charles L. Sawyers,
M.D., has been a member of the Board of
Directors since 2013. He qualifies as an inde-
pendent Non-Executive Director and is a
member ofthe Research & Development Com-
mittee and the Governance, Nomination and
Corporate Responsibilities Committee.

Other activities In the United States, Dr. Saw-
yers is chair of the Human Oncology and
Pathogenesis Program at Memorial Sloan Ket-
tering Cancer Center, professor of medicine
and of cell and developmental biology at the
Weill Cornell Graduate School of Medical Sci-
ences, and an investigator at the Howard
Hughes Medical Institute. He serves on US
President Barack Obama’s National Cancer
Advisory Board, and is former president ofthe
American Association for Cancer Research
and of the American Society for Clinical Inves-
tigation. He is also a member of the US
National Academy of Sciences and Institute of
Medicine.

Professional background Dr. Sawyers
received his M.D. from the Johns Hopkins
School of Medicine in the US, and worked at
the Jonsson Comprehensive Cancer Center at
the University of California, Los Angeles in the
US for nearly 18 years before joining Memo-
rial Sloan Kettering in 2006. An international-
Iy-acclaimed cancer researcher, he co-devel-
oped the Novartis cancer drug GIeevec/Glivec
and has received numerous honors and
awards, includingthe Lasker—DeBakey Clinical
Medical Research Award in 2009. Dr. Sawyers
is a member of the scientific advisory board
of Agios Pharmaceuticals Inc. in the US.

Key knowledge/experience Leadership,
healthcare and science experience — program
chair at leading cancertreatmentand research
institution; member of US cancer advisory
board; former president of scientific organi-
zation and of medical honor society. Educa-
tion experience — professor at leading US uni-
versity.

William T. Winters
Member of the Board of Directors
British/American. age 54

Function at Novartis AG William T. Winters has
been a member ofthe Board of Directors since
2013. He qualifies as an independent Non-
Executive Director and is a member of the
Compensation Committee.
Otheractivities Mr. Winters is CEO and a boa rd
member of Standard Chartered, based in Lon-
don. He previously ran Renshaw Bay, an alter-
native asset management firm, and was
co-CEO of JPMorgan’s investment bank from
2003 to 2010. Additionally, he was a commis-
sioner on the UK Independent Commission on
Banking in 2010 and 2011.

Professional background Mr. Winters received
his bachelor’s degree from Colgate University
in the United States, and his Master of Busi-
ness Administration from the Wharton School
of the University of Pennsylvania, also in the
US. He joined JPMorgan in 1983 and held
management roles across several market
areas and in corporate finance. Mr. Winters is
a board member of Colgate University, and
also serves on the boards of the International
Rescue Committee, the Young Vic theater and
the Print Room theater in the United Kingdom.
He was awarded the title of Commander of the
Order of the British Empire in 2013.

Key knowledge/experience Leadership and
global experience — CEO and executive director
of leading international banking group; former
chairman and CEO of alternative asset man-
agement firm; former co-CEO of investment
banking at global financial services firm.
Education experience — board member of lead-
ing US university.

HONORARY CHAIRMEN

Alex Krauer, Ph.D.

Daniel Vasella, M.D.

CORPORATE SECRETARY

Charlotte Pamer-Wieser, Ph.D.
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OUR MANAGEMENT

COMPOSITION OF THE EXECUTIVE COMMITI'EE

 

  
EXECUTIVE COMMITTEE COMPOSITION — Informing the Board of all matters of fundamental

The Executive Committee is headed by the CEO. Its members significance to the businesses

are appointed by the Board. — Recruiting, appointing and promoting senior

There are no contracts between Novartis and third parties management

whereby Novartis would delegate any business management — Ensuring the efficient operation of the Group and

tasks to such third parties. achievement of optimal results

— Promoting an active internal and external

EXECUTIVE COMMITTEE ROLE AND FUNCTIONING communications policy

The Board has delegated to the Executive Committee overall — Dealing with any other matters delegated by the Board
responsibility for and oversight of the operational management

of Novartis. This includes: The Executive Committee is supported by two sub-commit-

— Developing policies and strategic plans for Board tees: The Deal Committee (members are the CEO, CFO, Divi-

approval, and implementing those approved sion Head Pharmaceuticals, Group General Counsel, and Head

— Submitting to the Board and its committees proposed of Biomedical Research) reviews important acquisitions and

changes in management positions of material signifi- divestments of companies and businesses, and business devel-

cance, investments, financial measures, acquisitions or opment deals, and makes recommendations to the Executive

divestments, contracts of material significance, and Committee. The Disclosure Committee (members are the CEO,

targets — and implementing those approved CFO, and Group General Counsel) determines whether an event

— Preparing and submitting quarterly and annual reports constitutes information that is material to the Group, deter-

to the Board and its committees mines the appropriate disclosure and update of such informa-

tion, and reviews media releases concerningsuch information.
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CEO

In addition to other Board-assigned duties, the CEO leads the

Executive Committee, building and maintaining an effective

executive team. With the support of the Executive Committee,
the CEO:

— ls responsible for the operational management of Novartis

— Develops strategy proposals to be recommended to the

Board and ensures that approved strategies are imple-
mented

— Plans human resourcing to ensure that Novartis has the

capabilities and means to achieve its plans, and that

robust management succession and management

development plans are in place and presented to the
Board

— Develops an organizational structure, and establishes

processes and systems to ensure the efficient organiza-
tion of resources

— Ensures that financial results, business strategies and,

when appropriate, targets and milestones are communi-

cated to the investment community — and generally

develops and promotes effective communication with
shareholders and other stakeholders

— Ensures that business performance is consistent with

business principles, as well as legal and ethical standards

— Develops processes and structures to ensure that capital

investment proposals are reviewed thoroughly, that

associated risks are identified, and that appropriate

steps are taken to manage these risks

— Develops and maintains an effective framework of
internal controls over risk in relation to all business

activities of the company
— Ensures that the flow of information to the Board is

accurate, timely and clear

CORPORATE GOVERNANCE REPORT

MANDATES OUTSIDE THE NOVARTIS GROUP

No Executive Committee member may hold more than six

additional mandates in other companies, of which no more

than two additional mandates shall be in other listed compa-

nies. Each of these mandates is subject to Board approval.
Executive Committee members are not allowed to hold chair-

manships of the boards of directors of other listed companies.

The following mandates are not subject to these limita-
tions:

a) Mandates in companies that are controlled by Novartis
AG

b) Mandates that an Executive Committee member holds at

the request of Novartis AG or companies controlled by it.
No Executive Committee member shall hold more than

five such mandates.

c) Mandates in associations, charitable organizations,

foundations, trusts and employee welfare foundations.

No Executive Committee member may hold more than
10 such mandates.

"Mandates" means those in the supreme governing body of a

legal entity that is required to be registered in the commercial

register or a comparable foreign register. Mandates in differ-

ent legal entities that are under joint control are deemed one
mandate.

The Board may issue regulations that determine additional

restrictions, taking into account the position of the respective
member.

LOANS AND CREDITS

No loans or credits shall be granted to members of the
Executive Committee.
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Joseph Jimenez
Chief Executive Officer of Novartis
American, age 56

Joseph Jimenez has been Chief Executive
Officer (CEO) of Novartis since 2010. Under
his leadership, and driven by a commitment
to R&D investment, Novartis has developed
one of the largest pipelines of self-originated
drugs in the industry. Mr. Jimenez has also
transformed the company’s portfolio to focus
on leading businesses with innovation power
and global scale in pharmaceuticals, eye care
and generics.

Priortoserving as CEO of Novartis, Mr.Jimenez
held the position of Division Head, Novartis
Pharmaceuticals. He joined Novartis in 2007
as Division Head, Novartis Consumer Health.

Previously, Mr. Jimenez served as president
and CEO ofthe North American and European
businesses for the H.J. Heinz Company. Addi-
tionally, he served on the board of directors
of Colgate-Palmolive Co. from 2009 to 2015,
and of AstraZeneca PLC from 2002 to 2007.

Mr.Jimenez is a member ofthe board ofdirec-
tors of General Motors Co. He graduated in
1982 with a bachelor’s degree from Stanford
University and in 1984 with a Master of Busi-
ness Administration from the University of Cal-
ifornia, Berkeley, both in the United States.

Steven Baert
Head of Human Resources of Novartis
Belgian, age 41

Steven Baert has been Head of Human
Resources (HR) of Novartis since February
2014. He is a member of the Executive Com-
mittee of Novartis.

Mr. Baert joined Novartis in 2006 as Head of
Human Resources Global Functions in Switzer-
land. He has held several senior HR roles,
including Head of Human Resources for
Emerging Growth Markets, and Global Head,
Human Resources, Oncology. Mr. Baert also
served as Head of Human Resources, US
and Canada, for Novartis Pharmaceuticals
Corporation.

Prior to joining Novartis, Mr. Baert held HR
positions at Bristol-Myers Squibb Co. and Uni-
lever.

Mr. Baert represents Novartis on the board of
GSK Consumer Healthcare. He holds a Master
of Business Administration from the Vlerick
Business School in Belgium and a Master in
Law from the Katholieke Universiteit Leuven,
also in Belgium. Additionally, he has a Bach-
elor in Law from the Katholieke Universiteit
Brussels.
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Felix R. Ehrat, Ph.D.
Group General Counsel of Novartis
Swiss, age 58

Felix R. Ehrat, Ph.D., has been Group General
Counsel of Novartis since 2011. He is a mem-
ber 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 asso-
ciate 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 ofGlobalance Bank
AG in Switzerland, and chairman of SwissHold-
ings (Federation of Industrial and Service
Groups in Switzerland). He is a board mem-
ber of Geberit AG and avenir suisse (a think
tank for economic and social issues). Previ-
ously, he was, among other things, chairman
and a board member ofseveral listed and non-
listed companies.
Mr. Ehrat was admitted to the Zurich bar in
1985 and received his doctorate of law from
the University onurich in Switzerland 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 Interna-
tional Bar Association, where he was co-chair
of the Corporate and M&A Law Committee
from 2007 to 2008, and Association Interna-
tionale des Jeunes Avocats, where he was
president from 1998 to 1999.
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David Epstein
Division Head, Novartis Pharmaceuticals
American, age 54

David Epstein has been Division Head of
Novartis Pharmaceuticals since 2010. He is a
member of the Executive Committee of
Novartis.

Since taking this role, Mr. Epstein has set a
course for Novartis Pharmaceuticals to
develop into the world’s best pharmaceutical
business. He previously served as Head of
Novartis Oncology, building the Oncology
business from start-up to number two in the
world through six new drug approvals and
more than 10 indication expansions.

Before joining Novartis, Mr. Epstein was an
associate in the strategy practice of the con-
sultingfirm Booz Allen Hamilton in the United
States. He joined Sandoz, a Novartis prede-
cessor company, in 1989 and held various
leadership positions ofincreasingresponsibil-
ity, including Chief Operating Officer of
Novartis Pharmaceuticals Corporation in the
US and Global Head of Novartis Specialty
Medicines.

Mr. Epstein received a bachelor’s degree in
pharmacy, with honors, from the Ernest Mario
School of Pharmacy at Rutgers, The State Uni-
versity of New Jersey, in the US in 1984. He
received a Master of Business Administration
in finance and marketing from New York’s
Columbia University Graduate School of Busi-
ness, also in the US, in 1987.

Mark C. Fishman, M.D.
President of the Novartis Institutes for
BioMedical Research
American, age 64

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 ofthe Ca r-
diovascular Research Center at Massachu-
setts General Hospital, as well as professor of
medicine at Harvard Medical School, both in
the United States. He completed his internal
medicine residency, chief residency and car-
diology training at Massachusetts General
Hospital.

Dr. Fishman graduated with a bachelor’s
degree from Yale College in the US in 1972,
and with 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 Med-
icine of the National Academies in the US.
Additionally, he is a fellow of the American
Academy of Arts and Sciences, also in the US.

Richard Francis
Division Head, Sandoz
British, age 47

Richard Francis has been Division Head of
Sandoz since May 2014. He is a member of
the Executive Committee of Novartis.

Mr. Francis joined Novartis from Biogen ldec,
where he held global and country leadership
positions during his 13-year career with the
company. Most recently, he was senior vice
president of the company’s US commercial
organization. From 1998 to 2001, he was at
Sanofi in the United Kingdom, where he held
various marketing roles across the company’s
urology, analgesics and cardiovascular prod-
ucts. He has also held sales and marketing
positions at Lorex Synthelabo and Wyeth.
Mr. Francis holds a BA. in economics from the
Manchester Metropolitan University, England.
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Jeff George
Division Head, Alcon
American, age 42

Jeff George has been Division Head of Alcon
since May 2014. He is a member of the
Executive Committee of Novartis.

For more than five years prior to joining Alcon,
Mr. George led Sandoz, the generics division
of Novartis and the world’s second-largest
generics company with more than 26 000
associates across 164 countries. Prior to
Sandoz, he was Head of Emerging Markets for
the Middle East, Africa, Southeast Asia and
CIS for Novartis Pharmaceuticals.

Mr. George joined Novartis in 2007 as Head
of Commercial Operations for Western and
Eastern Europe for Novartis Vaccines. Before
joining Novartis,hewasseniordirectorofstra-
tegic planning and business development at
Gap Inc. in San Francisco, United States.
Between 2001 and 2004, he worked at
McKinsey & Company, also in San Francisco,
as an engagement manager.

Mr. George received a Master of Business
Administration from Harvard University in the
US in 2001. He graduated in 1999 with a
master’s degree from the Johns Hopkins Uni-
versity’s School of Advanced International
Studies, also in the US, where he studied
international economics and emerging mar-
kets political economy. In 1996, he received
his bachelor’s degree, magna cum laude, in
international relations from Carleton College
in the US.

Harry Kirsch
Chief Financial Officer of Novartis
German, age 50

Harry Kirsch has been Chief Financial Officer
(CFO) of Novartis since 2013. 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 Pharmaceuticals Division. Under
his leadership, the division’s core operating
income margin increased, in constant curren-
cies, 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 pharmaceutical busi-
ness. Prior to that, he held finance positions
in different categories of P&G’s consumer
goods business, technical operations, and
Global Business Services organization.

Mr. Kirsch represents Novartis on the board
of GSK Consumer Healthcare. He studied
industrial engineering and economics at the
University of Karlsruhe in Germany (“Dip-
lom-Wirtschaftsingenieur").
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André Wyss
Global Head, Novartis Business Services and
Country President for Switzerland
Swiss, age 48

André Wyss has been Global Head of Novartis
Business Services (NBS) since May 2014. In
July 2014, he was also appointed Country
President for Switzerland. He is a member of
the Executive Committee of Novartis.

Mr. Wyss joined Novartis in 1984 as a chem-
istry apprentice. Before being appointed Head
of NBS, he served as US Country Head and
President of Novartis Pharmaceuticals Corpo-
ration. Prior to that, he was Head of the Phar-
maceuticals Division Region Asia-Pacific, Mid-
dle East and African Countries (AMAC). Before
leading AMAC, he served as Group Emerging
Markets Head, and as Country President and
Head of Pharmaceuticals, Greece.

Mr. Wyss received a graduate degree in eco-
nomics from the School of Economics and
Business Administration (HWV) in Switzerland
in 1995. He is a member ofthe board of econ-
omiesuisse.

SECRETARY

Bruno Heynen
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OUR INDEPENDENT EXTERNAL AUDITORS

DURATION OF THE MANDATE AND TERMS OF OFFICE OF
THE AUDITORS

Based on a recommendation by the Audit and Compliance

Committee, the Board nominates an independent auditor for

election at the AGM. PricewaterhouseCoopers (PwC) assumed

its existing auditing mandate for Novartis in 1996. Bruno Rossi,

auditor in charge, began serving in his role in 2013, and Ste-

phen Johnson, global relationship partner, began serving in

his role in 2014. The Audit and Compliance Committee ensures
that these partners are rotated at least every five years.

INFORMATION TO THE BOARD AND THE AUDIT
AND COMPLIANCE COMMITTEE

PwC is responsible for providing an opinion on whether the

Group-consolidated financial statements comply with IFRS and

Swiss law, and whether the separate parent company financial

statements of Novartis AG comply with Swiss law. Additionally,

PwC is responsible for opining on the effectiveness of internal

control over financial reporting, on the Compensation Report

as well as on the corporate responsibility reporting of Novartis.

The Audit and Compliance Committee, acting on behalf of

the Board, is responsible for overseeing the activities of PwC.

In 2015, this committee held seven meetings. PwC was invited
to six of these meetings to attend during the discussion of

agenda items that dealt with accounting, financial reporting

or auditing matters, and any other matters relevant to its audit.

On an annual basis, PwC provides the Audit and Compliance

Committee with written disclosures required by the US Public

Company Accounting Oversight Board (PCAO B), and the com-

mittee and PwC discuss PwC's independence from Novartis

and its management.

The Audit and Compliance Committee recommended to

the Board to approve the audited Group-consolidated finan-

cial statements and the separate parent company financial

statements of Novartis AG for the year ended December 31,

2015. The Board proposed the acceptance of these financial

statements for approval by the AGM.

The Audit and Compliance Committee regularly evaluates

the performance of PwC and once a year determines whether

PwC should be proposed to the AGM for election. Also once a

year, the auditor in charge and the global relationship partner

report to the Board on PwC's activities during the current year

and on the audit plan for the coming year. They also answer

any questions or concerns Board members have about the

performance of PwC, or about the work it has conducted or is

planning to conduct.

To assess the performance of PwC, the Audit and Compli-

ance Committee holds private meetings with the CFO and the

Global Head of Internal Audit and, if necessary, obtains an

independent external assessment. Criteria applied for the per-
formance assessment of PwC include an evaluation of its tech-

nical and operational competence; 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 provide effective, practical

recommendations; and the openness and effectiveness of its

communications and coordination with the Audit and Compli-

ance Committee,the Internal Auditfunction, and management.

APPROVAL OF AUDIT AND NON-AUDIT SERVICES

The Audit and Compliance Committee approves a budget for

audit services whether recurring or non-recurring in nature,
as well as audit-related services not related to internal controls

over financial reporting. PwC reports quarterly to the Audit

and Compliance Committee regarding the extent of services

provided in accordance with the applicable pre-approval and

the fees for services performed to date. The Audit and Com-

pliance Committee individually approves all audit-related ser-

vices relating to internal controls over financial reporting, tax

services and other services prior to the start of work.

AUDIT AND ADDITIONAL FEES

PwC charged the following fees for professional services

rendered for the 12-month periods ended December 31,2015
and December 31,2014:

 
Audit services include work performed to issue opinions on

Group-consolidated financial statements and parent company

financial statements of Novartis AG, to issue opinions relating

to the effectiveness of the Group's internal control over finan-

cial reporting, and to issue reports on local statutory financial

statements. Also included are audit services that generally can

only be provided by the statutory auditor, such as the audit of

the Compensation Report, audits of non-recurring transac-

tions, audits of the adoption of new accounting policies, audits

of information systems and the related control environment,

reviews of quarterly financial results, as well as procedures

required to issue consents and comfort letters.
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Audit-related services include other assurance services

provided by the independent auditor but not restricted to those

that can only be provided by the statutory auditor. They include

services such as audits of pension and other employee bene-

fit plans, contract audits of third-party arrangements, corpo-

rate responsibility assurance, compliance with corporate integ-

rity agreements, and other audit-related services.
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Tax services represent tax compliance, assistance with
historical tax matters and other tax-related services.

Other services include training in the finance area, bench-

marking studies, and license fees for use of accounting and

other reporting guidance databases.

OUR CORPORATE GOVERNANCE

FRAMEWORK

LAWS AND REGULATIONS

Novartis AG is subject to the laws of Switzerland, in particular

Swiss company and securities laws, and to the securities laws

of the US as applicable to foreign private issuers of securities.

In addition, Novartis AG is subject to the rules of the SIX

Swiss Exchange, including the Directive on Information Relat-

ing to Corporate Governance.

Novartis AG is also subject to the rules of NYSE as appli-

cable to foreign private issuers of securities. NYSE requires

Novartis AG to describe any material ways in which its corpo-

rate governance differs from that of domestic US companies

listed on the exchange. These differences are:

— Novartis AG shareholders do not receive written reports

directly from Board committees.

— External auditors are appointed by shareholders at the

AGM, as opposed to being appointed by the Audit and

Compliance Committee.

— While shareholders cannot vote on all equity compensa-

tion plans, they are entitled to hold separate, yearly bind-

ing shareholder votes on Board and Executive Commit-
tee compensation.

— The Board has set up a separate Risk Committee that is

responsible for business risk oversight, as opposed to

delegating this responsibility to the Audit and Compli-
ance Committee.

— The full Board is responsible for overseeing the

performance evaluation of the Board and Executive
Committee.

— The full Board is responsible for setting objectives

relevant to the CEO's compensation and for evaluating

his performance.

SWISS CODE OF BEST PRACTICE FOR CORPORATE
GOVERNANCE

Novartis applies the Swiss Code of Best Practice for Corporate
Governance.

NOVARTIS CORPORATE GOVERNANCE STANDARDS

Novartis has incorporated the corporate governance standards

described above into the Articles of Incorporation and the

Regulations of the Board of Directors, its Committees and the

Executive Committee of Novartis AG (www.novartis.com/cor—

porate-governance).

TheGovernance,Nomination and Corporate Responsibilities

Committee regularly reviews these standards and principles,

taking into account best practices, and recommends improve-

ments to the corporate governance framework for consider-

ation by the full Board.

Additional corporate governance information can be found

on the Novartis website: www.novartis.com/corporate-gover—
nance.

Printed copies of the Novartis Articles of Incorporation,

Regulations of the Board, and Charters of Board Committees

can be obtained by writing to: Novartis AG, Attn: Corporate

Secretary, Lichtstrasse 35, CH-4056 Basel, Switzerland.
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FURTHER INFORMATION

GROUP STRUCTURE OF NOVARTIS

NOVARTIS AG AND GROUP COMPANIES

Under Swiss company law, Novartis AG is organized as a cor-

poration that has issued shares of common stock to investors.

The registered office of Novartis AG is Lichtstrasse 35, CH-4056
Basel, Switzerland.

Business operations are conducted through Novartis

Group companies. Novartis AG, a holding company, owns or

controls directly or indirectly all entities worldwide belonging

to the Novartis Group. Except as described below, the shares

of these companies are not publicly traded. The principal

Novartis subsidiaries and associated companies are listed in

Note 32 to the Group's consolidated financial statements.

DIVISIONS

The businesses of Novartis are divided on a worldwide basis

into three operating divisions: Pharmaceuticals, Alcon (eye

care), and Sandoz (generics). In addition, there are NBS (shared

services organization, delivering services to the divisions), NIBR

(the company's global pharmaceutical research organization),

and Group Corporate activities. In 2015, Animal Health and
Vaccines were divested, and the Over-the-Counter business

(OTC) was brought into a joint venture with GlaxoSmithKline's

(GSK) business in this area — with Novartis holding a 36.5%
minority stake in this joint venture.

MAJORITY HOLDINGS IN PUBLICLY-TRADED GROUP
COMPANIES

The Novartis Group owns 75% of Novartis India Limited, with
its registered office in Mumbai, India, and listed on the Bom-

bay Stock Exchange (ISIN INE234A01025, symbol: HCBA).The

total market value of the 25% free float of Novartis India Lim-

ited was USD 97.6 million at December 31, 2015, using the

quoted market share price at year end. Applying this share

price to all the shares of the company, the market capitaliza-

tion of the whole company was USD 390.5 million and that of

the shares owned by Novartis was USD 292.9 million.

SIGNIFICANT MINORITY SHAREHOLDING OWNED BY THE
NOVARTIS GROUP

The Novartis Group owns 33.3% of the bearer shares of Roche

Holding AG, with its registered office in Basel, Switzerland, and

listed on the SIX Swiss Exchange (ISIN CH0012032113, sym-

bol: R0). The market value of the Group's interest in Roche

Holding AG, as of December 31, 2015, was USD 14.9 billion.

The total market value of Roche Holding AG was USD 241.08

billion. Novartis does not exercise control over Roche Holding

AG, which is independently governed, managed and operated.

The Novartis Group owns a 36.5% share of a joint venture
created by GSK and Novartis, which combined the Novartis
OTC and the GSK Consumer Healthcare businesses. Novartis

holds four of the 11 seats of the joint venture's board. Further-

more, Novartis has certain minority rights and exit rights,

including a put option that is exercisable as of March 2, 2018.

POLITICAL CONTRIBUTIONS

Novartis makes political contributions to support the political

dialogue on public policy issues of relevance to Novartis, such
as healthcare innovation and access to medicines.

Political contributions made by Novartis are not intended

to give rise to any obligations of the party receiving it. More-

over, rules and procedures are in place to make sure that polit-

ical contributions are never made with the expectation of a

direct or immediate return for Novartis, and that they fully

comply with applicable laws, regulations and industry codes.

Novartis only makes political contributions in countries

where such contributions by corporations are legal and where

political contributions from corporations are considered to

reflect "good corporate citizenship”. Moreover, Novartis only

makes modest political contributions so as to not create any

dependency from the political parties receiving these contri-
butions.

In 2015, Novartis made political contributions totaling

approximately USD 1.13 million, thereof approximately
USD 680 000 in Switzerland, USD 235 000 in the US,

USD 150 000 in Japan, USD 45 000 in Australia, USD 11 000
in Canada, and USD 8000 in the UK. In addition, in the US, a

political action committee established by Novartis used funds

received from Novartis employees (but not from the company)

to make political contributions totaling approximately
USD 280 000.

In Switzerland, Novartis supports political parties that have

a political agenda and hold positions that support the strategic
interests of Novartis, its shareholders and other stakeholders.

Swiss political parties are completely privately financed and

the contributions of companies are a crucial part thereof. This

private financing of parties is a deeply-rooted trait of the Swiss

political culture, and contributing to that system is an import-

ant element of being a good corporate citizen.

SHAREHOLDER RELATIONS

The CEO, with the CFO and Investor Relations team, supported

by the Chairman, is responsible for ensuring effective commu-

nication with shareholders to keep them informed of the com-

pany's strategy, business operations and governance. Through
communication, the Board also learns about and addresses

shareholders' expectations and concerns.

Novartis communicates with its shareholders through the

AGM, meetings with groups of shareholders and individual
shareholders, and written and electronic communications.

At the AGM, the Chairman, CEO and other Executive Com-

mittee members, and representatives of the external auditors

are present and can answer shareholders' questions. Other

meetings with shareholders may be attended by the Chair-
man, CEO, CFO, Executive Committee members, and other

members of senior management.

Topics discussed, in full respect of applicable laws, with

shareholders may include strategy, business performance and

corporate governance.
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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

developments in its businesses in a broad and timely manner

that complies with the rules of the SIX Swiss Exchange and NYSE.

COMMUNICATIONS

Novartis publishes an Annual Report that provides informa-

tion on the Group's results and operations. In addition, Novartis

prepares an annual report on Form 20-F that is filed with the

US Securities and Exchange Commission (SEC). Novartis dis-

closes quarterly financial results in accordance with IFRS, and

issues press releases from time to time regarding business

developments.

Novartis furnishes press releases relating to financial
results and material events to the SEC via Form 6-K. An archive

containing recent Annual Reports, annual reports on Form 20-F,

and quarterly results releases — as well as related materials

such as slide presentations and conference call webcasts — is
on the Novartis website at www.novartis.com/investors.

Novartis Annual Report 2015 | 105

Novartis also publishes a consolidated Corporate

Responsibility Performance Report, which details progress and

demonstrates the company's commitment to be a leader in

corporate responsibility. This report reflects the best-in-class

reporting standard, the Global Reporting lnitiative's (GRI) G4

guidelines, and fulfills the company's reporting requirement

as a signatory of the UN Global Compact.

Information contained in reports and releases issued by

Novartis is 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 infor-
mation.

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

with various opportunities to learn more about Novartis.

Investor Relations is based at the Group's headquarters in
Basel. Part of the team is located in the US to coordinate inter-

action with US investors. Information is available on the

Novartis website: www.novartis.com/investors. Investors are

also welcome to subscribe to a free email service on this site.
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As anyone who has struggled to control his or her weight

knows, the process can be fraught with frustration. But a team

in the US state of Michigan has developed an approach that

is delivering promising results.

The weight management program at the University of

Michigan uses a combination of diet, exercise, behavior

modification and drugs to help patients achieve a major,

sometimes life-changing transformation. Their progress is

supervised by a team of specialists who help them achieve

and sustain weight loss during the two-year program.

The program’s director, Prof. Amy Rothberg, is one of
the first US doctors to receive certification in the field of

obesity medicine. She said the program offers a solution

that is both complex and deceptively simple: “We use a non-

judgmental, scientific approach that resonates with a large

number of people. When they come to us they feel it’s time to

do something, so they’re ready to listen and ready to commit."

Those entering the program have an average body mass

index — a measure of weight relative to height — of above

40, which classifies them as severely obese. Some have had

surgery to reduce their stomach size, but even this has failed

to control their weight.

“We use a non-

judgmental, scientific
approach that
resonates with a

large number of
people. When they
come to as they feel
it’s time to do

something, so they’re
ready to listen and
ready to commit”

Since the first pilot in 2010, a total of l 800 people have

been through the program. Male participants have lost an

average of 56 pounds (25 kg) and female participants have

lost an average of 47 pounds (21 kg). A few individuals shed

as many as 230 pounds (104 kg). Some patients with diabetes
have been able to dispense with insulin injections to control

their blood sugar.

Half ofthose who participated in the weight loss program

also took part in associated research examining the effects

of the program on clinical outcomes, costs and quality of

life, helping demonstrate the potential benefits for individual

patients and for society. 
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EXECUTIVE COMMITTEE COMPENSATION

PHILOSOPHY AND PRINCIPLES

NOVARTIS COMPENSATION PHILOSOPHY

The compensation philosophy aims to ensure that the Executive

Committee is rewarded accordingto its success in implement-

ing the company strategy and to its contribution to company

performance. The Executive Committee compensation system

is designed in line with the following key elements:

 
ALIGNMENT WITH COMPANY STRATEGY

The Novartis strategy is to use science-based innovation to

deliver better patient outcomes. We aim to lead in growing

areas of healthcare. To align the compensation system with

this strategy, the Board of Directors determines specific,

naeurable and time-bound performance metrics, including

financial metrics such as sales, profit and cash flow, as well as

non-financial metrics, which indicate the success of its imple-
mentation. The Board of Directors then sets short-term and

long-term targets for each of these performance metrics and

compensates the Executive Committee accordingto the extent

to which the targets are achieved. In line with the company's
focus on science-based innovation, the Board of Directors sets

a number of specific targets for each division to fulfill within

specific timeframes. In line with the company's aim to lead in

growing areas of healthcare, Novartis has focused its portfolio

to have three market-leading divisions in innovative pharma-

ceuticals, eye care and generics. Finally, to ensure that Novartis

is a high-performing organization over the longterm,the Board

of Directors also sets targets in areas such as quality, talent,

integrity and reputation, which are reinforced by the Novartis
Values and Behaviors.

EXECUTIVE COMMITTEE COMPENSATION
BENCHMARKING

To attract and retain key talent, it is important for us to offer

competitive compensation opportunities. Executives meeting

their objectives are generally awarded target compensation at

a level comparable to the median level of similar roles within

the benchmark companies (see below). In the event of under-

or over-performance, the actual compensation may be lower

or higher than the benchmark median.

While benchmarking information regarding executive pay

is considered by the Compensation Committee, any decisions

on compensation are ultimately based on the specific busi-

ness needs of Novartis and the performance of the individual.

The Compensation Committee reviews the compensation

of the CEO and Executive Committee members annually in

comparison to the relevant compensation levels of similar posi-

tions at peer companies. For this purpose, the Compensation

Committee uses benchmark data from publicly available

sources, as well as reputable market data providers. All data

is reviewed and evaluated by the Compensation Committee's

independent advisor, who also provides independent research

and advice regarding the compensation of the CEO and other
Executive Committee members.

For the CEO and Executive Committee members, the com-

pany benchmarks against global competitors in the healthcare

industry with similar business models, size and needs for tal-

ent and skills. The Compensation Committee reviews the com-

panies in our compensation peer group annually and consid-

ers adjustments over time in line with the evolution of the

competitive environment in the healthcare industry.

BENCHMARK COMPANIES

Within this peer group, Novartis is among the largest in key

dimensions including market capitalization, sales and operating
income.
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2015 EXECUTIVE COMMITTEE

COMPENSATION SYSTEM

The 2015 Executive Committee compensation system consists of the following components:

FIXED COMPENSATION AND BENEFITS

ANNUAL BASE COMPENSATION

The level of base compensation reflects each associate's key

responsibilities, job characteristics, experience and skill sets.

It is paid in cash, typically monthly.

Base compensation is reviewed annually, and any increase

reflects merit based on performance, as well as market move-
ments.

PENSION AND OTHER BENEFITS

The primary purpose of pension and insurance plans is to

establish a level of security for associates and their dependents

with respect to age, health, disability and death. The level and

scope of pension and insurance benefits provided are country-

specific, influenced by local market practices and regulations.

Company policy is to change from defined-benefit pension

plans to defined-contribution pension plans.All major plans have

now been aligned with this policy as far as reasonably practi-

cable. See also Note 25 to the Group's audited consolidated

financial statements (page 218).

Novartis may provide other benefits in a specific country

according to local market practices and regulations, such as

a company car, and tax and financial planning services. Exec-
utive Committee members who have been transferred on an

international assignment also receive benefits (such as tax

exalization) in line with the company's international assign-

ment policies.

VARIABLE COMPENSATION

ANNUAL INCENTIVE

For the Annual Incentive of the CEO and Executive Committee

members, a target incentive is defined as a percentage of base

compensation at the beginning of each performance year. The

target incentive is 150% of base compensation for the CEO,

and ranges from 90% to 120% for other Executive Committee
members. It is paid half in cash and half in shares deferred for

three years. The formula for the target Annual Incentive is out-
lined below:

 

Performance measures

The Annual Incentive is based on a payout matrix made up of
two elements: a balanced scorecard and the Novartis Values

and Behaviors, which are described in more detail below.

Balanced scorecard

The first element used to determine the payout of the Annual

Incentive is a balanced scorecard within which Group or

divisional financial targets are weighted 60% and individual

objectives are weighted 40%. As reported last year, as of 2015,

innovation was removed from the Group financial targets of

the Annual Incentive and instead included in the Long-Term

Performance Plan, as the Compensation Committee's view is

that innovation achievements are more effectively measured

on a multiyear basis. For more details on the target-setting

and performance management process, please refer to page
118.

Group or divisional financial targets

Within the Group or divisional financial targets, each measure

such as sales or net income is weighted individually. The CEO

and function heads share the same Group financial targets

(described further below). In place of the Group targets, divi-

sion heads have divisional targets that include divisional sales,

operating income, free cash flow as a percentage of sales, and

market share of peers. The Board of Directors sets the Group

and divisional financial targets at the start of each performance

year in constant currencies, and evaluates achievement against

these targets at the end of that year.

Individual objectives

Individual objectives differ for each Executive Committee mem-

ber depending on his responsibilities, and may include addi-

tional financial and non-financial targets. Examples of additional

financial targets are implementation of growth, productivity

and development initiatives. Non-financial targets may include

leadership and people management, workforce diversity, qual-

ity, social initiatives such as access to medicines, and ethical

business practices.

By way of illustration, the balanced scorecard measures used

for the CEO in 2015 are set out in the table on the following
page:
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Novartis Values and Behaviors

The second element used to determine the payout of the

Annual Incentive ensures that the associate's performance is

achieved in line with the highest standards of business con-
duct, as outlined in the Novartis Values and Behaviors. Novartis

requires Executive Committee members to be action-oriented

and full of energy to face challenging situations, to assign the

highest priority to customer satisfaction, and to commit to hon-

esty in every facet of behavior, demonstrating strong ethical

and legal conduct. Novartis leaders are expected to live up to

these behaviors on a daily basis, and to align and energize
other associates to do the same. Novartis Values and Behav-

iors are an essential element in the annual assessment of Exec-

utive Committee members. For more details on the perfor-

mance assessment process of the Novartis Values and

Behaviors, please refer to page 119.

Performance evaluation and payout determination

Following a thorough review of the two elements that compose

the Annual Incentive — performance against the balanced

scorecard objectives and an assessment against the Novartis

Values and Behaviors — a rating from 1 to 3 is assigned to each.

The following payout matrix shows how the Annual Incentive

performance factor is derived using a combination of perfor-

mance against the balanced scorecard and demonstration of

the Novartis Values and Behaviors. The Compensation

Committee determines the final payout factor for Executive

Committee members taking into account the ranges shown.

Payouts are capped at 200% of target.
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The payout matrix for the Annual Incentive equally recognizes

performance against the objectives in the balanced scorecard,

and the assessment against the Novartis Values and Behav-
iors.

Form and delivery of the award

The Annual Incentive is paid 50% in cash in March of the year

followingthe performance period, and 50% in Novartis shares

(or restricted share units, known as RSUs) that are deferred

and restricted for three years. 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 vestingdate. RSUs under

this plan do not carry any dividend, dividend equivalent or

voting rights. Following the vesting period, settlement is made

in unrestricted Novartis shares or American Depositary

Receipts (ADRs).

If a participant leaves Novartis due to voluntary resigna-

tion or misconduct, unvested shares (and RSUs) are forfeited.

The Board of Directors and the Compensation Committee

retain accountability for ensuring that rules are applied cor-

rectly, and for determining whether a different treatment

should apply in exceptional circumstances. This is necessary

to ensure that the treatment of any award in the event of ces-

sation of employment is appropriate.

Executives may choose to receive some or all of the cash

portion of their Annual Incentive in Novartis shares or ADRs (US

only) that will not be subject to conditions. In the US, awards

may also be delivered in cash underthe US-deferred compen-

sation plan.

0117



��

�à�����ï
üýýþ÷�ò�÷û�ò
�õ���ýû÷ùúõý

'÷ø��ùòò
úý��ýùúö�ò́

-ø÷ýùòö÷�þ�

�����5 -ø÷ýùòö÷�þ� &�÷ø�ò�øú��
'÷ø��ùòýþ���øò
õ�ò$&,û

Ò��iÙ�� ���������Ã����>�g��÷� �gÒ�

'÷ø��ùòýþ���øòò
õ�ò$&,û

$�ø�õø�÷ý��òò
�÷�ùõø

ø�

 ¤¡Ï¹�¤Í��
��g·�
µò

�úöú��ý�òò
�Üþúö÷��ýùû

�¤¡·Ì¥¤

����¡¢Í�¦Ì¢�̧¹�¢�
Å¤¡Í·

h¹Ø¹·¹�¢�Å¤¡Í·

ôõö÷øùúûò!÷û�ò1÷�þ�ò
ü����

,�òùõò��ò���ò
úýýõö÷ùúõýò�ú��ûùõý�û

���́ ò+úöúûúõý

��ú��ù��ò÷ö�ø÷��òõ�ò
�úöúûúõýò��ø�õø�÷ý��

6<á�÷¹¢¡¢�¹¡Ï 5<á��¢¢�Ø¡̧¹�¢

���́ ò-øõþ�

ïïÁòóòôõö÷øùúûòüýýþ÷�ò���õøùò���� ������������� ��� �

Ò��iÙ�� ���������Ã��

ôõö÷øùúûòõ��ø÷ù�ûòù�õò.õý�7'�ø�ò(ý��ýùúö�ûò8ù��ò.õý�7'�ø�ò

$�ø�õø�÷ý��ò$�÷ýò÷ý�òù��ò.õý�7'�ø�ò���÷ùúö�ò$�ø�õø�÷ý��ò

$�÷ý:ò�õøòù��ò%���þùúö�ò!õ��úùù��ò�����øû�ò��ú��ò�þý�ùúõýò

úýò÷ýòòú��ýùú�÷�ò�÷�ò�����ùò�õøòù��ò��ø�õø�÷ý��ò�õý�úùúõýûò

÷���ú���ò

i¥¡¢̧��¦�Ò�¢ÉÙ�¤¥���¢�¤¢̧¹Ø¤·

üùòù��ò���úýýúý�òõ�ò�ö�ø�ò��ø�õø�÷ý��ò��øúõ��ò%���þùúö�ò!õ�7

�úùù��ò�����øûò÷ø�ò�ø÷ýù��ò÷òù÷ø��ùòýþ���øòõ�ò��ø�õø�÷ý��ò

û�÷ø�òþýúùûò8$&,û:òþý��øò�÷��òõ�òù��ò.õý�7'�ø�ò(ý��ýùúö�ûò

÷��õø�úý�òùõòù��ò�õ��õ�úý�ò�õø�þ�÷�

Ã¤·̧¹¢É��¦�Ò�¢ÉÙ�¤¥���¢�¤¢̧¹Ø¤·

üùòù��ò�ý�òõ�òù��òù�ø��7��÷øò��ø�õø�÷ý��ò��øúõ��òù��ò!õ���ý7

û÷ùúõýò!õ��úùù��ò÷�§þûùûòù��òýþ���øòõ�ò$&,ûòø�÷�ú²��ò�÷û��ò

õýò÷�ùþ÷�ò��ø�õø�÷ý��ò÷�÷úýûùòù÷ø��ù�

'��ò��ø�õø�÷ý��ò�÷�ùõøò�÷ýòø÷ý��ò�øõ�ò�́ òùõò���́ òõ�òù÷ø7

��ù�ò%÷��òø�÷�ú²��ò$&,òúûò�õýö�øù��òúýùõòõý�òôõö÷øùúûòû�÷ø�ò÷ùò

ù��òö�ûùúý�ò�÷ù��ò$&,ûò�õòýõùò�÷øø�òöõùúý�òøú��ùû�ò�þùò�õò�÷øø�ò

�úöú��ý�ò�Üþúö÷��ýùûòù�÷ùò÷ø�òø�úýö�ûù��òúýò÷��úùúõý÷�ò$&,ûò

÷ý�ò�÷ú�ò÷ùòö�ûùúý�òùõòù��ò��ù�ýùòù�÷ùò��ø�õø�÷ý��ò�õý�úùúõýûò

�÷ö�ò���ýò��ù�ò(ýòù��ò,&�ò÷�÷ø�ûò�÷�ò÷�ûõò��ò���úö�ø��òúýò

�÷û�òþý��øòù��ò,&7����øø��ò�õ���ýû÷ùúõýò��÷ý�

(�ò÷ò�÷øùú�ú�÷ýùò��÷ö�ûòôõö÷øùúûò�þ�òùõòöõ�þýù÷ø�òø�ûú�ý÷ùúõýò

õøòù�ø�úý÷ùúõýò��òù��ò�õ��÷ý�ò�õøò�úû�õý�þ�ù�òýõý�òõ�òù��ò

÷�÷ø�ûòö�ûù�ò���ýò÷ò�����øòúûòù�ø�úý÷ù��ò��òù��ò�õ��÷ý�ò

�õøòø�÷ûõýûòõù��øòù�÷ýò�õøò��ø�õø�÷ý��òõøò�õý�þ�ù�òù��ò÷�÷ø�ò

ö�ûùûòõýò÷ò�øõ7ø÷ù÷ò�÷ûúûò�õøòùú��òû��ýùò�úù�òù��ò�õ��÷ý�ò

�þøúý�òù��ò��ø�õø�÷ý��ò��øúõ��ò(ýòûþ��ò÷ò�÷û��òù��ò÷�÷ø�ò�ú��ò

ö�ûùòõýòù��òø��þ�÷øòö�ûùúý�ò�÷ù�ò8ýõò÷�����ø÷ùúõý:�ò�ú��ò��òûþ�§��ùò

ùõò��ø�õø�÷ý��òû�õþ��ò÷ýò�ö÷�þ÷ùúõýò��ò�õûûú����ò÷ý�ò�ú��ò÷�ûõò

��òûþ�§��ùòùõòõù��øò�õý�úùúõýûòûþ��ò÷ûòõ�û�øöúý�òù��ò�õý�ú7

ùúõýûòõ�ò÷òýõý7�õ���ù�ò÷�ø����ýù�ò%���þùúö�ûò��÷öúý�òôõö÷øùúûò

�þ�òùõò÷��øõö��òø�ùúø���ýù�òúý��þ�úý�ò÷��øõö��ò�÷ø��òø�ùúø���ýù�ò

��÷ù�òõøò�úû÷�ú�úù��ò�ú��òø���úö�ò�þ��òö�ûùúý�òõ�òù��úøò÷�÷ø�òõýò

ù��òýõø�÷�òö�ûùúý�ò�÷ù�ò8÷�����ø÷ùúõýò�ú��òõý��ò÷����òúýòù��ò�÷û�ò

õ�ò��÷ù�:�ò'��ò÷�÷ø�ò�ú��ò��òûþ�§��ùòùõò��ø�õø�÷ý���òû�õþ��ò

÷ýò�ö÷�þ÷ùúõýò��ò�õûûú����ò÷ý�ò�ú��ò÷�ûõò��òûþ�§��ùòùõòõù��øò�õý7

�úùúõýûòûþ��ò÷ûòõ�û�øöúý�òù��ò�õý�úùúõýûòõ�ò÷òýõý7�õ���ù�ò

÷�ø����ýù�ò4þøù��øò��ù÷ú�ûò�÷ýò��ò�õþý�òúýòôõù�ò�¼òùõòù��ò

-øõþ�*ûò÷þ�úù��ò�õýûõ�ú�÷ù��ò�ý÷ý�ú÷�òûù÷ù���ýùûò8�÷��ò���:�ò

'��ò;õ÷ø�òõ�ò+úø��ùõøûò÷ý�òù��ò!õ���ýû÷ùúõýò!õ��úùù��ò

ø�ù÷úýò÷��õþýù÷�ú�úù�ò�õøò�ýûþøúý�òù�÷ùòøþ��ûò÷ø�ò÷���ú��ò�õø7

ø��ù���ò÷ý�ò�õøò��ù�ø�úýúý�ò���ù��øò�úÀ�ø�ýùòùø�÷ù��ýùòû�õþ��ò

÷����òúýòò�����ùúõý÷�ò�úø�þ�ûù÷ý��û�ò'�úûòúûòý���ûû÷ø�òùõò�ýûþø�ò

ù�÷ùòù��òùø�÷ù��ýùòõ�ò÷ý�ò÷�÷ø�òúýòù��ò�ö�ýùòõ�ò��ûû÷ùúõýòõ�ò

����õ���ýùòúûò÷��øõ�øú÷ù��ò

Ò�¢ÉÙ�¤¥���¤¥¦�¥�¡¢�¤��Ï¡¢�ÈÒ���Ë

'�úûòúûòù��ò�øûùòõ�òù��òù�õò.õý�7'�ø�ò(ý��ýùúö�ò��÷ýû�

�
��
	��

'��ò.'$$�ò÷ûò��û�øú���ò���õ��ò�÷ûò�ø÷ýù��ò�õøòù��ò�øûùòùú��ò

ùõòù��ò!%"ò÷ý�ò%���þùúö�ò!õ��úùù��ò�����øûòúýò���¶�ò'��ò

ù÷ø��ùòúý��ýùúö�òúûò���́ òõ�ò�÷û�ò�õ���ýû÷ùúõýò�õøòù��ò!%"�ò

÷ý�òø÷ý��ûò�øõ�ò�¶�́ òùõò�»�́ ò�õøòõù��øò%���þùúö�ò!õ��úùù��ò

�����øû�òü��úùúõý÷�ò����þùúö�ûòúýò���ò�õûúùúõýûò��õò�÷ö�ò÷ò

òûú�ýú��÷ýùòú��÷�ùòõýòù��ò�õý�7ù�ø�òûþ���ûûòõ�òôõö÷øùúûò��ø�ò

úýöúù��òùõò�÷øùú�ú�÷ù�òúýòù��ò.'$$�ò÷ûòõ�ò�����ò

(ýòù��ò���9ò÷ý�ò�÷ø�ú�øò!õ���ýû÷ùúõýò���õøùû�òù��ø�ò�÷ûò

÷ò�úÀ�ø�ýùò��÷ýòù�÷ùò�÷ûò÷�ûõò�÷����ò.'$$�ò(ýòù�úûò!õ���ýû÷7

ùúõýò���õøùò8÷ûòúýòù��ò���¶ò!õ���ýû÷ùúõýò���õøù:�òù�÷ùò��÷ýò

�÷ûò���ýòø�ý÷���ò"��ò.õý�7'�ø�ò$�ø�õø�÷ý��ò$�÷ýò8".'$$:�ò

÷ý�òúûò��û�øú���òõýò�÷��ò��½�ò

�������ûýþ����û�����

ü�÷ø�ûòþý��øòù��ò.'$$ò÷ø�ò�÷û��òõýòù�ø��7��÷øòò��ø�õø�÷ý��ò

õ�§��ùúö�ûò÷ý�òû��úùò÷ûò�õ��õ�û�

0118

116 | Novartis Annual Report 2015

LONG-TERM INCENTIVES

Novartis operates two Long-Term Incentives (the Long-Term

Performance Plan and the Long-Term Relative Performance

Plan) for the Executive Committee members, which function

in an identical way except for the performance conditions

applied.

Grant of Long-Term Incentives

At the beginning of every performance period, Executive Com-

mittee members are granted a target number of performance

share units (PSUs) under each of the Long-Term Incentives

according to the following formula:

 
Vesting of Long-Term Incentives

At the end of the three-year performance period, the Compen-

sation Committee adjusts the number of PSUs realized based

on actual performance against target.

 
The performance factor can range from 0% to 200% of tar-

get. Each realized PSU is converted into one Novartis share at

the vesting date. PSUs do not carry voting rights, but do carry

dividend equivalents that are reinvested in additional PSUs

and paid at vesting to the extent that performance conditions

have been met. In the US, awards may also be delivered in

cash under the US-deferred compensation plan.

If a participant leaves Novartis due to voluntary resignation

or termination by the company for misconduct, none of the

awards vest. When a member is terminated by the company

for reasons other than for performance or conduct, the award

vests on a pro-rata basis for time spent with the company

duringthe performance period. In such a case, the award will

vest on the regular vesting date (no acceleration), will be subject

to performance should an evaluation be possible, and will also

be subject to other conditions such as observing the condi-

tions of a non-compete agreement. Executives leaving Novartis

COMPENSATION REPORT

dueto approved retirement, including approved early retirement,

death or disability, will receive full vesting of their award on

the normal vesting date (acceleration will only apply in the case

of death). The award will be subject to performance, should

an evaluation be possible, and will also be subject to other con-

ditions such as observing the conditions of a non-compete

agreement. Further details can be found in Note 26 to the

Group's audited consolidated financial statements (page 222).

The Board of Directors and the Compensation Committee

retain accountability for ensuring that rules are applied cor-

rectly, and for determining whether different treatment should

apply in exceptional circumstances. This is necessary to ensure

that the treatment of any award in the event of cessation of

employment is appropriate.

Long-Term Performance Plan (LTPP)

This is the first of the two Long-Term Incentive plans.

Overview

The LTPP, as described below, was granted for the first time
to the CEO and Executive Committee members in 2014. The

target incentive is 200% of base compensation for the CEO,

and ranges from 140% to 190% for other Executive Committee
members. Additional executives in key positions who have a

significant impact on the long-term success of Novartis were

invited to participate in the LTPP, as of 2015.

In the 2013 and earlier Compensation Reports, there was

a different plan that was also called LTPP. In this Compensa-

tion Report (as in the 2014 Compensation Report), that plan

has been renamed Old Long-Term Performance Plan (OLTPP),

and is described on page 127.

Performance measures

Awards under the LTPP are based on three-year performance

objectives and split as follows:
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COMPENSATION REPORT | 2015 EXECUTIVE COMMITTEE COMPENSATION SYSTEM

Financial measure (Novartis Cash Value Added):
75% of LTPP

The Novartis Cash Value Added (NCVA) is a metric that incen-

tivizes both sales growth and margin improvement as well as

asset efficiency. A summary of the calculation is below:

 
The NCVA targets are determined considering expected growth

rates in sales, operating income and return from invested cap-
ital, under foreseen economic circumstances.

At the end of the performance cycle, the NCVA performance

factor is calculated in constant currencies. The NCVA perfor-

mance factor is based on a 1:3 payout curve, where a 1% devi-

ation in realization versus target leads to a 3% change in pay-

out (for example, a realization of 105% leads to a payout factor

of 115%). If performance over the three-year vesting period

falls below 67% of target, no payout is made for this portion
of LTPP. If performance over the three-year vesting period is

above 133% of target, payout forthis portion of LTPP is capped

at 200% of target.
The calculated performance realization is adjusted for

unplanned major events during the cycle (e.g., significant

merger and acquisition transactions).

Innovation measure: 25% of LTPP

Innovation is a key element of the Novartis strategy. Divisional

innovation targets are set at the beginning of the performance

cycle, comprised of up to 10 target milestones that represent
the most important research and development project mile-
stones for each division.These milestones are chosen because

of the expected future impact to Novartis in terms of potential

revenue, or due to their qualitative potential impact to science,

medicine, and the treatment or care of patients.

A payout matrix has been established for this metric that

allows a 0—150% payout for the achievement of target mile-

stones. If all target milestones are achieved, a 150—200% pay-
out may be awarded for extraordinary additional achievement.

The CEO and function heads receive the weighted average of

divisional innovation payouts.

The Research & Development Committee assists the Board

of Directors and the Compensation Committee in setting the
innovation targets and reviewing achievements at the end of

the cycle.

Novartis Annual Report 2015 | 117

Long-Term Relative Performance Plan (LTRPP)

This is the second of the two Long-Term Incentive plans.

Overview

The LTRPP was granted for the first time to the CEO and

Executive Committee members in 2014. The target incentive

is 100% of base compensation for the CEO, and ranges from
30% to 90% for other Executive Committee members.

Performance measure

The LTRPP is based on the achievement of long-term relative

Group total shareholder return (TSR) versus the peer group of

12 companies in the healthcare industry over rolling three-

year performance periods. TSR is calculated in USD as share

price growth plus dividends over the three-year performance

period. The calculation will be based on Bloomberg standard

published TSR data, which is publicly available.

The peer group for the 2015—2017 performance cycle is

the same as for benchmarking the compensation of Executive

Committee members and is comprised of: Abbott, Abeie,

Amgen, AstraZeneca, Bristol-Myers Squibb, Eli Lilly & Co.,
GlaxoSmithKline, Johnson & Johnson, Merck & Co., Pfizer,
Roche and Sanofi.

At the end of the performance period, all companies are

ranked in order of highest to lowest TSR, and the position in

the peer group determines the payout range as follows:

 
The Compensation Committee determines the payout within

the ranges shown, and takes into consideration factors such as

absolute TSR, overall economic conditions, currency fluctuations
and other unforeseeable situations.

 
2016 EXECUTIVE COMMITTEE COMPENSATION SYSTEM

The Compensation Committee has evaluated the Executive

Committee compensation system and has decided that it will

remain unchanged in 2016. The Compensation Committee

believes that it is operating as intended, supports the compa-

ny's strategy, and is aligned with market and best practice.
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EXECUTIVE COMMITTEE PERFORMANCE

MANAGEMENT PROCESS

To foster a high-performance culture, the company applies a

uniform performance management process worldwide based

on quantitative and qualitative criteria, including Novartis

Values and Behaviors. Novartis associates, including the CEO

and Executive Committee members, are subject to a three-

step formal process:

 
CEO OBJECTIVE SETTING

At the beginning of the year, the CEO presents the Group and

divisional financial and innovation targets of our variable com-

pensation plans to both the Compensation Committee and the

Board of Directors for approval. At the same time, the CEO dis-

cusses his individual objectives for the coming year with the
Chairman of the Board of Directors.

The Board of Directors reviews and approves these objec-

tives, which are incorporated into the Annual Incentive and

Long-Term Incentive plans.

Annual Incentive

The Group financial and individual targets proposed by the

CEO are challenged and approved by both the Compensation

Committee and the Board of Directors. The targets set for the

Annual Incentive support our ambition to be a leader in the

healthcare industry.

Financial and innovation measure of LTPP

The NCVA target is based on the company's long-range stra-

tegic plan approved by the Board of Directors to deliver long-

term sustainable growth and productivity as well as efficient

use of its assets. The Compensation Committee believes that

the NCVA target is ambitiously set to create long-term value
for shareholders.

The innovation targets of the LTPP are largely aligned with

the major development projects outlined in the pipeline sched-

ule of the Annual Report (see page 52). The targets are rec-

ommended by the divisions and reviewed by the Research &

Development Committee. The innovation targets are focused

on challenging milestones of critical importance to the long-
term success of the business, and should be best- or first-in-

class development projects that can significantly advance

treatment outcomes for patients worldwide.

Relative TSR: 100% of LTRPP

The payout matrix for the LTRPP can be found on page 117.

The Compensation Committee believes that the LTRPP payout

matrix is aligned with the company’s pay-for—performance

principle, including a very significant reduction in the actual

payout relative to target payout if the company's TSR is below

the median of the peer group.

CEO PERFORMANCE EVALUATION

The Board of Directors periodically assesses Group business

performance as well as progress of the CEO against his objec-

tives and incentive plan targets. At the mid-year performance

review, the performance of the CEO is reviewed by the Chair-
man of the Board of Directors.

For the year-end review, the CEO prepares and presents to
the Chairman of the Board of Directors, and later to the full

Board of Directors, the actual results against the previously

agreed-upon objectives, taking into account the audited finan-

cial results as well as an assessment against the Novartis

Values and Behaviors. At the year-end review, the Board of

Directors discusses the performance of the CEO without him

being present. It evaluates the extent to which targeted objec-

tives have been achieved and, to the extent possible, compares

these results with peer industry companies, taking into account

general economic and financial criteria and industry develop-
ments. The Board of Directors later shares its assessment with

the CEO.

CEO COMPENSATION DETERMINATION

At its January meeting, following a recommendation from the

Compensation Committee, the Board of Directors decides on

the CEO's variable compensation for the prior performance

cycles and on the target compensation for the coming year.

This meeting takes place without the CEO being present. The
Board of Directors later shares its decisions with the CEO.

PERFORMANCE MANAGEMENT PROCESS
FOR OTHER EXECUTIVE COMMITTEE MEMBERS

(EXCLUDING THE CEO)

Executive Committee members propose the divisional finan-

cial and innovation targets for approval by the CEO and, sub-

seq uently, by the Board of Directors and Compensation Com-

mittee. In addition, each Executive Committee member agrees

on individual objectives with the CEO, who also reviews mem-

bers' performance at mid-year and year-end.

At year-end, following his evaluation, the CEO meets with

the Chairman of the Board of Directors, who reviews the per-

formance of Executive Committee members. Subsequently,

the CEO presents and discusses at the Board of Directors meet-

ing his recommended performance rating for each member.

Later, in the presence of the CEO and taking into consid-
eration the recommendations of the Board of Directors, the

Compensation Committee decides at its January meeting on

the variable compensation of Executive Committee members

forthe prior year and on their target compensation for the com-

ing year. The Compensation Committee informs the Board of
Directors of its final decisions, and the CEO later shares these
decisions with Executive Committee members.
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ASSESSMENT OF VALUES AND BEHAVIORS AT NOVARTIS

Values and Behaviors have been an integral part of the com-

pany's compensation system since its foundation. In 2015, to

reinforce the culture of the company, Novartis rolled out new

Values and Behaviors — which are innovation, quality, collabo-

ration, performance, courage and integrity.
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These values are embedded in all aspects of employees'

lives at Novartis, from recruitment and development to pro-

motions, performance assessments through 360-degree eval-

uations and organizational employee surveys, as well as Annual

Incentive awards to measure individual and organizational per-

formance against our values. As part of the Annual Incentive

award process, training programs and toolkits were established

to evaluate behavior related to the six new values. They are

one of the elements used to assess associates' performance.

During 2015, we further improved the framework for mea-

suring individual performance against our values, ensuring

that fair, objective assessments can be made in a uniform way

across all levels of the organization. The assessment is part of

a rigorous management process review in which observed Val-

ues and Behaviors are evaluated based on globally-defined

principles. The assessment initially takes place during a dis-

cussion between associates and line managers, followed by a

calibration and validation at multiple levels of the organization

to allow for a fair, consistent, objective and transparent evalu-

ation. During the calibration sessions, line managers share the

proposed ratings of their direct reports with peers to ensure

all apply a common framework, and they seek input and feed-
back on observed behaviors.

The Values and Behaviors assessment for the CEO and

other Executive Committee members is calibrated by the
Board of Directors.
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2015 EXECUTIVE COMMITTEE COMPENSATION

2015 CEO COMPENSATION

The 2015 compensation of the CEO is outlined in detail within this section:
Base salary: The CEO’s base salary remained CHF 2 060 500 for 2015.
Benefits: The CEO received pension benefits of CHF 175 289 and other benefits of CHF 88 432 during 2015.
Annual Incentive: The Annual Incentive performance is measured in constant currencies to reflect the operational performance
that can be influenced. Overall, the company met most of its financial targets for the year set by the Board of Directors in constant
currencies. Group results were negatively impacted by Alcon’s performance and by the slow-down of emerging markets, offset by
strong results from Pharmaceuticals and Sandoz. The Group was marginally behind its sales target, while Group net income was
slightly ahead of target mainly due to strong cost management. Corporate net result was significantly ahead of target mainly due to
lower corporate costs and taxes. Performance in Group free cash flow as a percentage of sales was slightly above target mainly due
to higher cash flows from operating activities.
Currency movements had a significant negative impact on the reported results vs. target (in USD, sales: —5.2 billion, net income and
free cash flow (FCF): —1.6 billion each) that were adjusted in the Annual Incentive calculation.

2015 CEO BALANCED SCORECARD

Performance metrics for continuing operations Target1 Achievement vs. target2
 

 

 

 

(weight) (in constant currencies)

Group net sales (30%) USD 55 289 m Slightly below

Group Corporate net result3 (20%) USD —2 284 m Significantly exceeded
f' ' I

t'anraglil: Group net income (30%) USD 8 996 m Slightly exceeded
(60%) Group FCF as % of sales (20%) 20.5% Slightly exceeded 

Overall achievement for Group financial targets Slightly above target

Additional key financial targets for continuing operations Slightly below
Additional financial targets were not all met. Including adjustments, in constant currencies,
core operating income, EPS and core EPS targets were met, while reported operating income
was slightly missed. Emerging Market growth and Divisional share of peers (Pharmaceuticals,
Alcon and Sandoz) were below target (for the latter mainly due to currency impact). 

Innovation and growth Exceeded
2015 was another excellent year for innovation and growth. The company successfully
achieved 20 major approvals and 14 major submissions. Novartis had the highest number
of FDA approvals" in the industry (4 out of 45 novel drugs). Major innovation milestones
were achieved in 2015 with Entresto (approved in the EU), Cosentyx (approved for AS and
PsA in EU) and submission of biosimilars etanercept and pegfilgrastim. Zarxio was the first
biosimilar approved under the BPCIA pathway. Sandoz also received US approval of G/atopa.
The NIBR unit launched a new immuno-oncology research team that delivered significant
progress in building a portfolio with several candidates already in clinical trials and more
expected to enter the clinic by the end of 2016. 

Portfolio review

With the announcement on March 2,2015 of the completion of the transactions with
GSK, and the announcement on July 31,2015 of the divestment of the Vaccines influenza

Individual business to CSL, Novartis successfully completed its portfolio review ahead of schedule
objectives (target for completion: H2 2015). A total of 17 000 associates transferred from Novartis to
(40%) GSK and CSL. The completion of the portfolio review has improved Novartis’ competitive

position resulting in a more focused company with leading positions in innovative
pharmaceuticals, generics and eye care.

Slightly exceeded

 

Cross-divisional synergies Exceeded
Novartis Business Services, our shared services organization, continued to execute on
its priorities and the transformation of the organization is developing as scheduled. The
company generated approximately USD 3 216 million in total productivity gains (target:
USD 2 746 million) by leveraging our scale. In 2015 we announced plans to close or divest
6 sites. All of these actions increased the productivity of the company. 

High-performing organization (e.g., quality, talent) At target
Across the Novartis network, for the full year, there were 192 inspections, including
31 conducted by the FDA. 189 of the 192 inspections in the full year were good or
satisfactory. The outcomes of three inspections are still pending. In addition, the company
continued to roll out the process of upgrading its compliance and integrity processes as
well as Novartis Values and Behaviors. A new talent management strategy was established
and some progress was made on the talent pipeline and talent management initiatives.
The company was disappointed with certain compliance and reputational challenges. 

Overall achievement for individual objectives At target 

1The target was set using July 2014 forward currency exchange rates
2Adjusted for significant currency movements (in USD, sales: -5.2 billion, net income and FCF: -1.6 billion each) and other adjustments including the changes in income from
associated companies

3 Includes corporate cost, income from associated companies, net financial income and income taxes
‘Source: FDA's Center for Drug Evaluation and Research's (CDER's) 2015 annual report
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Following a thorough performance evaluation, including assessed Values and Behaviors (see page 119 for further details of the

performance management process and assessment of Values and Behaviors), the Compensation Committee determined that

the CEO's Annual Incentive performance factor would be 100%. The value of his Annual Incentive award was determined as
follows:

2015 CEO ANNUAL INCENTIVE

  Annual base salary x Target incentive x Performance factor = Final award
CHFthousands % % CHFthousands

Annual Incentive 2 061 x 150% x 100% = 3 0911 

150% of the Annual Incentive was paid in cash and 50% was paid as 19 390 RSUs, which have a three-year vesting period.

The table below shows how the 2015 Long-Term Incentive grants of the CEO were determined. These grants were awarded

under the LTPP and LTRPP, and will vest to the extent that performance conditions have been met for the 2015—2017 cycle.

An overview of these plans is outlined on pages 116-117.

CEO LONG-TERM INCENTIVE GRANTS CYCLE 2015—2017

  

 

Annual base salary x Target incentive = Grant value Target number of PSUs1
CHFthousands % CHFthousands

LTPP 2 061 x 200% = 4 122 48 626

LTRPP 2 061 x 100% = 2 061 24 313 

1Achievement will be reported in the 2017 Compensation Report. The grant value has been converted into a target number of PSUs based on a price of CHF 84.75 per Novartis
share.

2015 CEO TARGET COMPENSATION

In January 2015, at target, the CEO's compensation was made

up of 18% annual base compensation, 2% pension and other

benefits, 27% Annual Incentive and 53% Long-Term Incentive.

The Long-Term Incentive was split according to a ratio of 2:1
LTPP to LTRPP.

2015 CEO COMPENSATION OPPORTUNITY1

(in CHF thousands)25000

I LTRPP
I LTPP
I Annual Incentive
I Pension and other benefits

I Annual base compensation
Maximum
performance

 
Below threshold

performance
On»target

performance

‘ VaIues of LTPP and LTRPP echude share price development over performance period,
as weII as dividend equivalent rights.

EXECUTIVE COMMITTEE COMPENSATION TABLES

(AUDITED)
COMPENSATION OF EXECUTIVE COMMITTEE MEMBERS
FOR 2015

The followingtable discloses the compensation paid or granted

to the CEO and other Executive Committee members for per-
formance in 2015.

ALIGNMENT OF REPORTING AND PERFORMANCE

The compensation table synchronizes the reporting of Annual

Incentive compensation with the performance in the given year

(Le, all amounts awarded for performance in 2015 are disclosed

in full). This includes the restricted shares and RSUs granted

under the Annual Incentive, which will vest three years follow-

ing the grant based on plan rules. For awards granted under

the LTPP and LTRPP, the target values (based on 100% achieve-

ment) at the time of grant are shown.

The performance and vestingvalue of the LTPP and LTRPP

for the performance cycle 2015—2017 M" be reported in the

2017 Compensation Report. The achievement against target

and the vesting value of the OLTPP for the performance cycle

2013—2015 are shown in a separate table on page 127.

VALUATION PRINCIPLES

For the purpose of the tables contained within this Compen-

sation Report, and to allow a comparison with other compa-
nies, Novartis shares and ADRs are disclosed at their market

value on the date of grant. Market value is the quoted closing

share price at that date. Restricted shares and RSUs are dis-

closed at the underlying value of Novartis shares and ADRs.
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PSUs are also valued for the purpose of this Compensation at the grant date, and are disclosed at target value, assuming

Report at the underlyingvalue ofthe Novartis shares and ADRs that they will vest at 100% achievement.

EXECUTIVE COMMITTEE MEMBER COMPENSATION FOR FINANCIAL YEAR 20151 
Fixed compensation and Variable compensation

pen5lon benefits 

 

 
 

Base Pension 2015 Annual Incentive LTPP LTRPP Other Total
compensation benefits 2015—2017 cycle 2015—2017 cycle compensation

Equity PSUS PSUS
Cash Cash (value at (target value (target value

Currency (amount) Amount2 (amount) grant date)3 at grant date)‘ at grant date)‘ Amount5 Amount6
Joseph Jimenez
(CEO) CI- F 2 060 500 175 289 1 545 375 1545 383 4121 054 2 060 527 88 432 11 596 560
Steven Baert CI- F 653 333 158 099 543 900 543 953 960 048 256 030 94 716 3 210 079
Felix R. Ehrat CI- F 892 500 153 054 648 875 648 917 1 521 517 447 565 12 669 4 325 097

David Epstein US) 1400 000 362 819 1428 000 1428 054 2 520 001 1 260 050 569 737 8 968 661
Mark C. Fishman7 US) 990 000 248 910 861300 861 323 1881089 891021 129 825 5 863 468
Richard Francis CI- F 716 667 193 635 599 400 599 424 1 080 054 360 018 954 170 4 503 368

Jeff George US I) 956 539 200 946 158 400 158 404 1 536 056 576 009 1 260 286 4 846 640
Harry Kirsch CI-F 950 000 160 431 757 625 757 628 1480 074 647 575 51476 4 804 809
Brian McNamara
(until March 1,2015)’3 US) 131154 69 008 115100 0 58361 11751 40 670 426 044
Andrin Oswald
(until March 1, 2015)’3 CI-F 138 333 27 634 136 500 0 64 580 13 899 283 236 664182
André Wyss CI-F 735 000 127 237 0 1 176 053 1 102 513 294 083 83 688 3 518 574
Total 9 CHF 9 490 269 1 843 151 6 695 906 7 624 994 16 094 751 6 713 188 3 491 962 51 954 221 

See next page for 2014 compensation figures
1 Does not include reimbursement for travel and other necessary business expenses incurred by Executive Committee members in the performance of their services, as these
amounts are not considered compensation

2 Includes service costs of pension and post-retirement healthcare benefits accumulated in 2015, in accordance with IA819. It also includes an amount of CHF 58 757 for mandatory
employer contributions paid by Novartis to governmental social security systems. This amount is out of total employer contributions of CHF 3 457 097, and provides a right to the
maximum future insured government pension benefit for the Executive Committee member.

3 The portion(s) of the Annual Incentive delivered in shares is rounded up to the nearest share based on the closing share price on the grant date (January 20, 2016). The closing
share price on this date was CHF 79.70 per Novartis share and USD 80.49 per ADR.

" The amounts shown in these columns represent the underlying share value of the target number of PSUs granted to each Executive Committee member for the performance cycle
2015—2017 based on the closing share price on the grant date (January 21, 2015). The closing share price on this date was CHF 84.75 per Novartis share and USD 98.75 per ADR.

5 Includes any other perquisites, benefits in kind and international assignment benefits as per global mobility policy (e.g., housing, international health insurance, children’s school
fees, tax equalization). Tax equalization benefits included for David Epstein, Richard Francis, Jeff George and Andrin Oswald are USD 305 867, CHF 739 086, USD 1 153 361 and
CHF 249 728, respectively.

6All amounts are before deduction of employee's social security contribution and income tax due by the Executive Committee member
7 Mark C. Fishman, President NIBR and Executive Committee member, will step down from the Executive Committee on February 29, 2016 and retire from Novartis. He will receive
further contractual compensation that includes the base salary, pension and other benefits (pro-rata until February 29, 2016) and the vesting of his incentive awards in accordance
with the terms of the Novartis plan rules. As of March 1,2016, Mark C. Fishman will provide certain consulting services to Novartis for which he will be compensated for a period of
up to two years until February 28, 2018. The fees for these services are capped at USD 250 000 p.a. and are in line with those paid to other scientists who provide consultancy
services to the NIBR organization.

3 Brian McNamara (Division Head, Novartis OTC) and Andrin Oswald (Division Head, Novartis Vaccines) transitioned to the GlaxoSmithKline (GSK) group on March 2, 2015 following
the completion of the Novartis OTC and Vaccines transactions with GSK. The information disclosed under columns “LTPP” and “LTRPP” in the table above reflects their pro»rata
compensation at target. Following their transition to GSK, and in accordance with the applicable plan rules, the LTPP and LTRPP awards for cycle 2015—2017 (as well as for those
granted for cycle 2014—2016) will be eligible to vest on the normal vesting date and on a pro-rata basis based on the number of months worked with Novartis during the
performance period. The vesting of these awards is subject to performance conditions assessed at the end of the cycle.

gAmounts in USD for David Epstein, Mark C. Fishman, Jeff George and Brian McNamara were converted at a rate of CHF 1.00 = USD 1.040, which is the same average exchange rate
used in the Group's consolidated financial statements.
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Fixed compensation and Variable compensation
pension benefits

Base Pension 2014 Annual Incenth LTFF' LTRF'P Other Total
compensation benefits 2014—2016 cycle 2014—2016 cycle compensation

Equity FSUs PSUs
Cash &sh (value at (hunt value (target value

Currenw (amount) Amount2 (amount) grant dale)3 at grant date)4 at grant date)4 Amount5 Amount6
Joseph Jimenez
(CEO) CHF 2 060 500 165 584 2 009 000 2 009 084 4 121 003 2 060 501 222 818 12 648 490
Steven Baert
(from February 26, 2014) CHF 482 426 68 963 309 212 309 253 709 328 136 438 103 147 2 118 767
Juergen Brokatzky—Geiger
(until February 25, 2014)7 CHF 110 650 22 454 0 0 0 0 3 245 256 3 378 360
Kevin Buehler
(until April 30, 2014)3 USD 382 691 82 991 230 400 230 384 729 614 345 620 4 139 920 6 141 620
Felix R. Ehrat CHF 875 000 154 299 0 1 408 037 1 496 019 440 066 8 928 4 382 349

David Epstein USD 1 400 000 343 460 1 260 000 1 260 050 2 520 002 1 260 001 277 804 8 321 317
Mark C. Fishman USD 990 000 294 572 1 009 800 1 009 818 1 881 034 891 033 78 369 6 154 626
Richard Francis
(from May 1, 2014)9 CHF 466 667 114 435 211450 211451 871 135 186 735 3 364 623 5 426 496
Jeff George USD 924 520 127 826 654 341 654 416 1 470 358 275 692 1 084 850 5 192 003
George Gunn 1° CHF 865 000 116 542 622 800 622 828 1 384 066 346 035 0 3 957 271
Harry Kirsch CHF 829 167 148 526 888 250 888 265 1 360 024 425 021 31 980 4 571 233
Brian McNamara USD 673 077 76 484 578 000 578 083 1 020 055 204 076 77 717 3 207 492
Andrin Oswald CHF 827 500 125 406 539 500 539 519 1 162 005 249 054 233 675 3 676 659

André Wyss
(from May 1, 2014) CHF 466 667 59 703 0 736 223 935 003 249 349 58 045 2 504 990
Total 1‘ CHF 10 978 356 1 821 737 7 992 041 10 136 681 19 004 820 6 813 877 12 440 922 69 188 434

As published in the 2014 Compensation Report
1 Does not include reimbursement for travel and other necessary business expenses incurred in the performance of their services, as these amounts are not considered

compensation. In general, for those who have left the Executive Committee in the course of 2014, the information under the columns "Base compensation", "Pension benefits",
“Annual Incentive", "LTPP" and “LTRPP” in the table above reflects their pro-rata compensation over 2014 for the period they were a member of the Executive Committee. The
information under the column "Other" includes inter alia their pro-rata compensation from the date they stepped down from the Executive Committee to December 31, 2014. For
those who have joined the Executive Committee in the course of 2014, the information under the columns "Base compensation", “Pension benefits” and "Annual Incentive” includes
their pro-rata compensation from the date they joined the Executive Committee to December 31, 2014. The information under the "LTPP" and "LTRPP" in the table above reflects
their pro-rata compensation at target from the date they joined the Executive Committee to December 31, 2016.

2 Includes service costs of pension and post-retirement healthcare benefits accumulated in 2014, in accordance with IASIQ. In addition, in compliance with the Minder Ordinance, it
includes an amount of mandatory employer social security contributions of CHF 76 534. This amount provides a right to the maximum future insured government benefit for the
members. This is out of a mandatory total of CHF 2 980 528 paid by Novartis to both Swiss and US governmental social security systems.

3 The portion(s) of the Annual Incentive delivered in shares is rounded up to the nearest share based on the closing share price on the grant date (January 21,2015).
‘ The amounts shown in these columns represent the underlying share value of the target number of PSUs granted to each Executive Committee member for the performance cycle

2014—2016 based on the closing share price on the grant date (January 22, 2014). The closing share price on this date was CHF 73.75 per Novartis share and USD 80.79 per ADR.
5 Includes any other perquisites, benefits in kind, international assignment benefits as per global mobility policy (e.g. housing, international health insurance, children's school fees,

tax equalization) and other compensation. Does not include relocation costs paid in 2014
5 All amounts are before deduction of employee's social security contribution and income tax due by the Executive Committee member
7Juergen Brokatzky—Geiger stepped down from the Executive Committee on February 25, 2014, and as of February 26, 2014, he has been appointed as Global Head Corporate

Responsibility. He remained under the old Executive Committee incentive compensation system. As a result, his variable compensation has been reported in full under the column
"Other".

3 Kevin Buehler stepped down from the Executive Committee on April 30, 2014. In accordance with the contractual 12 month notice period of his employment agreement, he will
retire from the company on April 30, 2015. He will receive further contractual compensation that includes the base salary, pension and other benefits (pro-rata until April 30, 2015)
and the vesting of his incentive awards in accordance with the terms of the Novartis plan rules. His compensation does not include an annual pension in payment (USD 507 017)
followingthe acquisition of Alcon in 2011.

9 Richard Francis will receive compensation in the form of 41 500 RSUs for lost entitlements at his former employer with a total value at grant of CHF 3.2 million. The vesting of the
RSUs will be staggered based on the vesting period at his former employer, and extend over the period from 2015—2017, provided that he remains employed with Novartis at the
respective due dates. 21 500, 13 500 and 6 500 RSUs will respectively vest on February 1, 2015, 2016 and 2017.

1° Following the completion on January 1,2015 of the transaction with Eli Lilly, George Gunn (Division Head, Novartis Animal Health), stepped down from the Executive Committee. He
will provide assistance with regard to the post-closing divestment of Animal Health until he will reach his contractual retirement age in July 2015. George Gunn will receive further
contractual compensation that includes the base salary, pension and other benefits (pro-rata until July 31, 2015) and the vesting of his incentive awards in accordance with the
terms of the Novartis plan rules.

11 Amounts in USD for Kevin Buehler, David Epstein, Mark C. Fishman, Jeff George and Brian McNamara were converted at a rate of CHF 1.00 = USD 1.094, which is the same average
exchange rate used in the Group’s consolidated financial statements. At the time of his appointment as Head of Alcon, Jeff George’s Swiss employment agreement was replaced
with a US employment agreement in US dollars.
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EXECUTIVE COMMITTEE MEMBERS — EQUITY AWARDS FOR FINANCIAL YEAR 2015
(NUMBER OF EQUITY INSTRUMENTS)1

COMPENSATION REPORT

 

Variable compensation 

 

 

2015 Annual LTPP LTRPP
Incentive 2015—2017 cycle 2015—2017 cycle

Equity PSUs PSUs
(number)2 (target number)3 (target number)3

Joseph Jimenez 19 390 48 626 24 313
Steven Baert 6 825 11 328 3 021

Felix R. Ehrat 8142 17 953 5 281

David Epstein 17 742 25 519 12 760
Mark C. Fishman 10701 19049 9023

Richard Francis 7 521 12 744 4 248

Jeff George 1 968 15 555 5 833

Harry Kirsch 9 506 17 464 7 641

Brian McNamara (until March 1, 2015)“ 0 591 119

Andrin Oswald (until March 1, 2015)“ 0 762 164

André Wyss 14 756 13 009 3 470
Total 96 551 182 600 75 873

See table below for 2014 compensation figures
1The value of the awards included in this table are reported in the table “EXECUTIVE COMMITTEE MEMBER COMPENSATION FOR FINANCIAL YEAR 2015" on page 122.
2Vested shares, restricted shares and/or RSUs granted under the Annual Incentive for performance year 2015
3Target number of PSUs granted under the LTPP and LTRPP as applicable for the 2015—2017 performance cycle
ATarget number of PSUs granted under the LTPP and LTRPP are reported on a pro-rata basis See footnote 8 of the table “EXECUTIVE COMMITTEE MEMBER COMPENSATION

FOR FINANCIAL YEAR 2015" on page 122.

EXECUTIVE COMMITTEE MEMBERS — EQUITY AWARDS FOR PERFORMANCE YEAR 2014
(NUMBER OF EQUITY INSTRUMENTS) 1  

 

Variable compensation
2014 Annual LTPP LTRPP Other

Incentive 2014-2016 cycle 2014-2016 cycle

Equity/
Equity Target PSUs Target PSUs Target PSUs

(number)2 (number)?I (number)3 (number)

Joseph Jimenez 23 706 55 878 27 939 0

Steven Baert (from February 26, 2014) 3 649 9 618 1850 0

Juergen Brokatzky-Geiger (until February 25, 2014) 0 0 0 30 953‘

Kevin Buehler (until April 30, 2014) 2 333 9 031 4 278 31 936
Felix R. Ehrat 16 614 20 285 5 967 0

David Epstein 12 760 31 192 15 596 0
Mark C. Fishman 10 226 23 283 11 029 0

Richard Francis (from May 1,2014) 2 495 11812 2 532 415005

Jeff George 6627 18224 3417 0

George Gunn 7 349 18 767 4 692 0

Harry Kirsch 10481 18441 5 763 0
Brian McNamara 5 854 12 626 2 526 0

Andrin Oswald 6 366 15 756 3 377 0

André Wyss (from May 1,2014) 8 687 12 678 3 381 0
Total 117 147 257 591 92 347 104 389

As published in the 2014 Compensation Report
1See also corresponding footnote 1 of the table “EXECUTIVE COMMITTEE MEMBER COMPENSATION FOR FINANCIAL YEAR 2014" with regard to the Executive Committee
members who left or joined the Committee in the course of 2014.

2Vested shares, restricted shares and/or RSUs granted under the Annual Incentive for performance year 2014
3Target number of PSUs granted under the LTPP and LTRPP as applicable for the 2014—2016 performance cycle
‘Juergen Brokatzky-Geiger remained under the old Executive Committee compensation system. The information under the column “Other” includes the following equity
awards: 12 638 restricted shares granted under the Novartis Equity Plan Select, 6 342 investment shares and 3 171 matching shares under the Employee Share Ownership
Plan, and 8 802 target PSUs under the 0LTPP for the 2014—2016 performance cycle.

5This amount reflects the total number of RSUs granted to Richard Francis in 2014 as compensation for lost entitlements at his former employer on joining Novartis.
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COMPENSATION REPORT | 2015 EXECUTIVE COMMITTEE COMPENSATION

 
LOANS TO EXECUTIVE COMMITTEE MEMBERS

No loans were granted to current or former Executive Commit-

tee members or to “persons closely linked” to them in 2015. No

such loans were outstanding as of December 31,2015.

OTHER PAYMENTS TO EXECUTIVE COMMITTEE MEMBERS

During 2015, no other payments (or waivers of claims) were

made to Executive Committee members orto “persons closely
linked” to them.

PAYMENTS TO FORMER EXECUTIVE COMMITTEE
MEMBERS

During 2015, under the former Executive Committee mem-

bers' contracts and in line with the company's plan rules and

policies, payments were made to Kevin Buehler, the former

Division Head of Alcon, and George Gunn, the former Division

Head of Animal Health, who retired from the company on May

1, 2015 and on August 1,2015, respectively. In 2015, an amount

of USD 1 127 324 and CHF1214 583 was paid to Mr. Buehler

and Mr. Gunn, respectively. These amounts exclude the value

of the vested OLTPP awards for cycle 2013—2015 of Mr. Bue-

hler and Mr. Gunn, who received, in accordance with the plan

rules, USD 1 763 889 and CHF1527 285 (value of the shares

delivered at vesting), respectively. In addition, in line with their

contracts and the company's policies, a total amount of CHF

24 116 was paid by the company for tax and financial services

provided to two other former Executive Committee members.

With the exception of the above amounts, during 2015, no other

payments (or waivers of claims) were made to former Execu-

tive Committee members or to “persons closely linked.”

JAMES E. BRADNER, FUTURE PRESIDENT OF NIBR AND
EXECUTIVE COMMITTEE MEMBER

As announced on September 24, 2015, James E. Bradner will
succeed Mark Fishman as President of the Novartis Institutes

for BioMedical Research (NIBR) and become an Executive
Committee member with effect from March 1, 2016. Prior to

joining Novartis, Dr. Bradner served as a board member and

Novartis Annual Report 2015 | 125

advisor to many scientific companies he founded, and as a

supervisory board member of another company. In reaching
the terms of the offer for Dr. Bradner, the Board of Directors

recognized the need to make up for compensation that Dr.

Bradner would be forfeiting on joining Novartis. ln extending

our offer to Dr. Bradner, the following compensation for lost

entitlements was agreed to attract him to Novartis:

— In January 2016, as compensation for lost entitlements

at one of his scientific companies on joining Novartis, Dr.

Bradner has been paid an amount of USD 844 250 for
the 275 000 shares that he forfeited. The fair market

value of the forfeited shares was determined by an

independent valuation expert.

— In January 2016, Dr. Bradner received compensation in
the form of 3 607 RSUs for lost entitlements in connec-

tion with his supervisory board mandate with a total

value at grant of USD 309 300. The vesting of the RSUs

will be staggered based on the original vesting period of

the forfeited entitlements, provided that he remains

employed with Novartis at the respective due dates.

Please also see the additional related disclosure made in Note

27 to the Group's audited consolidated financial statements

(page 226). These disclosures are made on a voluntary basis

and will be further communicated in next year's Annual Report.

AWARD AND DELIVERY OF EQUITY TO NOVARTIS
ASSOCIATES

During 2015, 12.4 million unvested restricted shares (or ADRs),

RSUs and target PSUs were granted and 14.4 million Novartis

shares (or ADRs) were delivered to Novartis associates under

various equity-based participation plans. Current unvested

equity instruments (restricted shares, RSUs and target PSUs)

as well as outstanding equity options held by associates rep-

resent 2.4% of shares issued of Novartis. Novartis delivers

treasury shares to associates to fulfill these obligations and

aims to offset the dilutive impact from its equity-based partic-

ipation plans.

SHARE OWNERSHIP REQUIREMENTS FOR EXECUTIVE
COMMITTEE MEMBERS

Executive Committee members are required to own at least a

minimum multiple of their annual base compensation in

Novartis shares or share options within three years of hire or

promotion, as set out in the table below.

In the event of a substantial rise or drop in the share price, the

Board of Directors may, at its discretion, amend that time

period accordingly.

The determination of equity amounts against the share

ownership requirements is defined to include vested and

unvested Novartis shares or ADRs, as well as RSUs acquired

under the compensation plans, butexcluding unvested match-

ing shares granted under the Leveraged Share Savings Plan

(LSSP) and the Employee Share Ownership Plan (ESOP), and
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unvested PSUs from LTPP and LTRPP. The determination

includes other shares as well as vested options of Novartis

shares or ADRs that are owned directly or indirectly by “per-

sons closely linked” to them. The Compensation Committee

reviews compliance with the share ownership guideline on an
annual basis.

As of December 31, 2015, all members who have served at

least three years on the Executive Committee have met or

exceeded their personal Novartis share ownership requirements.

As of January 1, 2016, to better align with prevalent mar-

ket practice and the change to our compensation system, Exec-

utive Committee members will be required to meet their share
ownership requirement within five years of hire/promotion.

COMPENSATION REPORT

SHARES, ADRs, EQUITY RIGHTS AND SHARE OPTIONS
OWNED BY EXECUTIVE COMMITTEE MEMBERS

The following tables show the total number of shares, ADRs,

other equity rights and share options owned by Executive Com-

mittee members and “persons closely linked” to them as of
December 31,2015.

As of December 31,2015, no Executive Committee mem-

bers together with “persons closely linked” to them owned 1%

or more of the outstanding shares (or ADRs) of Novartis, either

directly or through share options.

The market value of share options (previously granted) is

calculated using an option pricing valuation model as at the

grant date.

SHARES, ADRS AND OTHER EQUITY RIGHTS OWNED BY EXECUTIVE COMMITTEE MEMBERS1

 

Unvested
Vested shares Total at
shares and other December 31,

and ADRs equity rights2 2015

Joseph Jimenez 284 405 322 200 606 605
Steven Baert 1 700 44 977 46 677

Felix R. Ehrat

David Epstein
Mark C. Fishman

92 435 107 870 200 305

70 371 230 5353 300 906

52 242 276 6223 328 864

 

Richard Francis 14 357 37 722 52 079

Jeff George 119 247 99 373 218 620

Harry Kirsch 46 579 100 359 146 938

André Wyss 44 660 79 917 124 577
Total“ 725 996 1 299 575 2 025 571

1 Includes holdings of “persons closely linked" to Executive Committee members (see definition further below on this page)
2Includes restricted shares, RSUs and target number of PSUs. Matching shares under the ESOP, LSSP, and target number of PSUs are disclosed pro»rata to December 31, unless
the award qualified for full vesting under the relevant plan rules. Awards under all other incentive plans are disclosed in full.

3 Includes both deferred and unvested cash-settled equity awards and holdings of Novartis shares in US-defined contribution plans.
AAs a result of the GlaxoSmithKline transaction, Brian McNamara and Andrin Oswald stepped down from the Executive Committee on March 1, 2015. Brian McNamara owned

52 251 vested shares and 15 200 unvested shares and other equity rights at March 1, 2015. Andrin Oswald owned 122 892 vested shares and 41 547 unvested shares and
other equity rights at March 1, 2015.

SHARE OPTIONS OWNED BY EXECUTIVE COMMITTEE MEMBERS1  

Number of share options2

 

 

Total at
December 31,

2011 Other 2015

Jeff George 141 396 0 141 396

André Wyss 0 378 390 378 390
Total 3 141 396 378 390 519 786 

1The last share option grants under the Novartis Equity Plan Select were made in January 2013.
2Share options disclosed for a specific year were granted in that year under the Novartis Equity Plan Select. The column “Other” refers to share options granted in 2008 or
earlier, to share options granted to these executives while they were not Executive Committee members, and to share options bought on the market by the Executive
Committee members or “persons closely linked" to them (see definition further below on this page).

3No other current Executive Committee members owned share options at December 31, 2015. As a result of the GlaxoSmithKline transaction, Brian McNamara and Andrin
Oswald stepped down from the Executive Committee on March 1, 2015. At March 1,2015, Brian McNamara and Andrin Oswald did not own any share options.

PERSONS CLOSELY LINKED

“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 fiduciary.
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PERFORMANCE VESTING OF OLD

LONG-TERM PERFORMANCE PLAN (2013—2015)
Overview

As of 2014, grants are no longer made under this plan to Exec-

utive Committee members, but performance for the last cycle

of the OLTPP is reported in this Compensation Report. The

performance for the first cycle of the LTPP and LTRPP (cycle

2014—2016) will be reported in the 2016 Compensation Report.

The OLTPP provided grants based on a target percentage
of base compensation at the beginning of each plan cycle. It

represented 175% of base salary for the CEO.

Form of award at grant

At the beginning of the performance period, participants were

granted a target number of PSUs according to the following
formula:

 
Performance measure

The rewards were based on rollingthree-year Group performance

objectives focused on the Novartis Economic Value Added (NVA)

measured annually. NVA takes into account Group operating

income adjusted for interest, taxes and cost of capital charge.

The formula is included on page 166 of the Financial Report.

The NVA performance factor was based on a 1:5 payout

curve, where a 1% deviation in realization versus target led to

a 5% change in payout (for example, a performance ratio of

105% would have led to a performance factor of 125%). If
performance over the three-year vesting period would have

fallen below 80% of target, no shares would have vested. The

performance factor was capped at 200% of target, correspond-

ing to an achievement of 20% above target.

Delivery at vesting

At the end of the three-year performance period, the target

number of PSUs was multiplied by the performance factor

approved by the Compensation Committee. PSUs were converted

into Novartis shares and immediately vested. In the US, awards

may also have been delivered in cash under the US-deferred

compensation plan.

OUTCOME OF THE PERFORMANCE CYCLE 2013-2015

Over the three-year performance period, 2013 to 2015,

Novartis performed 3.5% ahead of the USD 7.4 billion NVA

target, corresponding to a payout of 118% followingthe appli-
cation of the 1:5 payout curve. This achievement was mainly

driven by operating income performance and productivity ini-

tiatives. In arriving at the NVA performance score, the Com-

pensation Committee excluded, as major items, the favorable

impact from the delayed entry of generic competition for Dio-

van monotherapy in the US, income generated from the sale
of the ldenix Pharmaceuticals Inc. and LTS Lohmann Thera-

pie-Systeme AG stakes, and the negative impact from execut-

ing the Group portfolio transformation (including an excep-

tional pre-tax impairment charge of USD 1.1 billion related to

the divestment of the Vaccines influenza business). Over the

entire three-year cycle, currency movements had a significant

negative impact (more than USD 2.1 billion) in NVA well above

the impact on the previous cycle of the OLTPP. Considering

thetotal shareholder return ofthe three years (in USD, +53.4%),

the Compensation Committee decided to exclude, on a dis-

cretionary basis, a portion of this currency impact.

The table below shows the vesting of the OLTPP 2013—2015 cycle for the CEO and other Executive Committee members.

 
For the Executive Committee members, including the CEO, the impact of the share price appreciation over the vesting period

on the total value realized at vesting was CHF 3.1 million. For the CEO, the impact of the share price appreciation was CHF 1.4

million. This represents 25% of the overall vesting value.
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For comparative purposes, the table below shows the vesting of the OLTPP 2012—2014 cycle for the CEO and other Executive

Committee members, as published in the 2014 Compensation Report.

PAYOUT SCHEDULE FOR OLTPP 2012-2014 PERFORMANCE CYCLE1

 

 

Performance Shares
factor payout Shares delivered

PSUs for OLTPP delivered at vesting
(target value PSUs 2012—2014 at vesting (value at

Currency at grant date) (target number) cycle (number) vesting price)

Joseph Jimenez CHF 3 605 926 66 530 168% 111 771 9 472 592
Other 13 members of the Executive Committee CHF 7 783 335 142 747 168% 239 822 20 539 978

Total CHF 11 389 261 209 277 168% 351 593 30 012 570 

As published in the 2014 Compensation Report
1 For those who left or joined the Executive Committee in the course of the 2012—2014 performance period, the information disclosed under this table reflects the pro-rata
OLTPP 2012—2014 payout attributable to the period they were a member Of the Executive Committee.

For the Executive Committee members, including the CEO, the impact of the share price appreciation over the vesting period

of the OLTPP 2012—2014 cycle on the total value realized at vesting was CHF 10.9 million. For the CEO, the impact of the share

price appreciation was CHF 3.4 million. This represents 36% of the overall vesting value.

0130



ôõö÷øùúûòüýýþ÷�ò���õøùò����òóòï5�������������� ��� ��Ñ�5ðï<�ð�� h���������������>����

ù]XY�̀	��P��	
������	��_���

ð�� h���������������=�Ò����=>���h�

ð���=�� ñ��i

'��ò;õ÷ø�òõ�ò+úø��ùõøûòû�ùûò�õ���ýû÷ùúõýò�õøòúùûò�����øûò÷ùò÷ò

��ö��òù�÷ùò÷��õ�ûò�õøòù��ò÷ùùø÷�ùúõýò÷ý�òø�ù�ýùúõýòõ�ò�ú��7�÷�ú��øò

úý�úöú�þ÷�ûò�úù�ò��õ�÷�ò����øú�ý���òúý��þ�úý�ò÷ò�ú�òõ�ò&�úûûò

÷ý�òúýù�øý÷ùúõý÷�ò�����øû�ò;õ÷ø�ò�����øûò�õòýõùòø���úö�ò

ö÷øú÷���ò�õ���ýû÷ùúõý�òþý��øû�õøúý�òù��úøò�õ�þûòõýò�õø�õø÷ù�ò

ûùø÷ù����òûþ��øöúûúõýò÷ý�ò�õö�øý÷ý���

'��ò;õ÷ø�òõ�ò+úø��ùõøûòû�ùûòù��ò��ö��òõ�ò�õ���ýû÷ùúõýò�õøò

úùûò!�÷úø�÷ýò÷ý�òù��òõù��øò�����øûòùõò��òúýò�úý�ò�úù�òø���7

ö÷ýùò��ý���÷ø�ò�õ��÷ýú�û�ò��ú��òúý��þ��òõù��øò�÷ø��ò

&�úûû7��÷�Üþ÷øù�ø��ò�þ�ùúý÷ùúõý÷�ò�õ��÷ýú�û�òü;;�ò!ø��úùò

&þúûû��ò)õ��ú��òô�ûù�5�ò�õ����ò&�ý��ýù÷ò÷ý�ò,;&�ò'�úûò���øò

�øõþ�ò�÷ûò���ýò��õû�ýò�õøò;õ÷ø�ò�õ���ýû÷ùúõýò�þ�òùõòù��ò

�õ��÷ø÷�ú�úù�òõ�ò&�úûûò���÷�òø�Üþúø���ýùû�òúý��þ�úý�ò�øõ÷�ò

��øûõý÷�ò÷ý�òúý�úöú�þ÷�ò�ú÷�ú�úùú�ûòþý��øò&�úûûò�÷�ò8÷ý�òý��ò

�øú�úý÷�ò�ú÷�ú�úù�òþý��øòù��ò&�úûûòøþ��ûòø��÷ø�úý�ò�õ���ýû÷7

ùúõýòõ�ò;õ÷ø�ò÷ý�ò%���þùúö�ò!õ��úùù��ò�����øûòø��÷ù��òùõò

ù��ò"ø�úý÷ý��òü�÷úýûùò%���ûûúö�ò!õ���ýû÷ùúõýòúýò&ùõ��ò

%���÷ý��ò.úûù��ò!õ��÷ýú�û:ò÷ý�òþý��øò,&ò�÷�ò8�þ�òùõòù��ò

�õ��÷ý�*ûòû��õý�÷ø�ò�úûùúý�òõýòù��òô��ò2õø�ò&ùõ��ò%���÷ý��:�

'��ò;õ÷ø�òõ�ò+úø��ùõøûòø�öú��ûòù��ò�õ���ýû÷ùúõýòõ�òúùûò

�����øû�òúý��þ�úý�òù��ò!�÷úø�÷ý�ò�÷��ò��÷øò�÷û��òõýò÷ò�øõ7

�õû÷�ò��òù��ò!õ���ýû÷ùúõýò!õ��úùù��ò÷ý�ò÷�öú��ò�øõ�òúùûò

úý����ý��ýùò÷�öúûõø�òúý��þ�úý�òø���ö÷ýùò��ý���÷ø�úý�òúý�õø7

�÷ùúõý�

��������������÷��=���=�� �����÷��=��ð�� h��÷�

h� ���� �

üûò!�÷úø�÷ý�ò+ø�òßõ�ø�ò��úý�÷ø�ùòø���úö�ûòùõù÷�ò÷ýýþ÷�ò�õ�7

��ýû÷ùúõýòö÷�þ��ò÷ùò!)4º9�¾ò�ú��úõý�ò'��òùõù÷�ò�õ���ýû÷ùúõýò

úûò�õ��øúû��ò�Üþ÷���òõ�ò�÷û�ò÷ý�òû�÷ø�û�ò÷ûò�õ��õ�û�

�ò!÷û�ò�õ���ýû÷ùúõý�ò!)4º��»ò�ú��úõýò��øò��÷ø

�ò&�÷ø�ò�õ���ýû÷ùúõý�ò÷ýýþ÷�òö÷�þ�ò�Üþ÷�òùõò!)4º��»ò

�ú��úõýòõ�òþýø�ûùøú�ù��òôõö÷øùúûòû�÷ø�û

4øõ�òù��ò����òüýýþ÷�ò-�ý�ø÷�ò#��ùúý�ò8ü-#:�ò+ø�ò��úý�÷ø�ùò

öõ�þýù÷øú��ò�÷úö��òù��ò�õ��÷ý�ò�õýùøú�þùúõýò�õøò��ýûúõýò÷ý�ò

úýûþø÷ý��ò��ý��ùû�ò,ýùú�òù�úûò�÷ù��òù��ò�õ��÷ý�ò�÷��ò����õ��øò

�õýùøú�þùúõýûòø��÷ø�úý�òù��ò!�÷úø�÷ý*ûò�÷øùú�ú�÷ùúõýòúýòù��ò

ôõö÷øùúûò&�úûûòûù÷ý�÷ø�ò��ýûúõýò÷ý�ò�ú��òúýûþø÷ý��ò��ý��ùò

��÷ýû�ò'��û�ò�õýùøú�þùúõýûò÷�õþýù��òùõò!)4º�¶ò¾¶��

+ø�ò��úý�÷ø�ùò÷�ûõòø���úö�ûò�õ���ýû÷ùúõýò�õøò�õûùò�ýùúù����ýùûò

÷ùò�úûò�õø��øò����õ��ø�ò�úù�ò÷òùõù÷�òö÷�þ�òõ�ò%,�º��¼ò�ú��úõý�ò

÷ûòø��õøù��òúýòù��ò���¶ò÷ý�ò���9ò!õ���ýû÷ùúõýò���õøùû�ò$÷�7

��ýùûò÷ø�òûù÷���ø��ò�÷û��òõýòù��òö�ûùúý�ò��øúõ�ò÷ùò�úûò�õø7

��øò����õ��ø�ò÷ý�ò��ù�ý�òõö�øòù��ò��øúõ�ò�øõ�ò���¶¿���¼�ò

�øõöú���òù�÷ùò��òø��÷úýûòúýòõ'��ò÷ûò!�÷úø�÷ýò÷ùòù��òø�û���7

ùúö�ò�þ�ò�÷ù�û�ò"ýòß÷ýþ÷ø�ò9��ò�����ò��òø���úö��ò%,�º¾½�ò���ò

úýò�÷û���ò

�ò"ýòß÷ýþ÷ø�ò9��ò���¼�ò��ò�ú��òø���úö�òù��òù�úø�ò÷ý�ò�ý÷�òúýûù÷����ýùòõ�ò%,�º�ò�¶�ò¾���ò

4õøò�����òù��ò!�÷úø�÷ýòöõ�þýù÷øú��ò�÷úö��òù��òúý�ø�÷û�òúýò�õ�7

��ýû÷ùúõýòùõò��ú��ò��òúûò�ýùúù����ò��ú��òúûò÷ýò÷�õþýùòýõùò�õ��øò

ù�÷ýòù��ò÷ö�ø÷��ò÷ýýþ÷�ò�õ���ýû÷ùúõýòúý�ø�÷û�ò÷�÷ø���òùõò

÷ûûõ�ú÷ù�ûò�÷û��òúýò&�úù²�ø�÷ý�ò8���́ ò�õøò����:�ò4õøòù��ò��÷øò

���¼�òù��ò!�÷úø�÷ýò�ú��ò÷�ûõòöõ�þýù÷øú��ò�÷úö�òù�úûòúý�ø�÷û��

��������������÷��=����=� �ð�� h����ð� �

'��ò÷ýýþ÷�ò���òø÷ù�ûò�õøò;õ÷ø�ò�����øû�ú�ò÷ý�ò÷��úùúõý÷�ò

�þý�ùúõýûò÷ø�òúý��þ���òúýòù��òù÷���ò���õ��ò'��û�ò��ø�ò÷��øõö��ò

��òù��ò;õ÷ø�òõ�ò+úø��ùõøûò�úù�ò�À��ùò�øõ�òù��ò���¶òü-#ò÷ý�ò

÷�ú�ýòõþøò÷��ø��÷ù�ò;õ÷ø�ò�õ���ýû÷ùúõýòùõòù��ò�þøø�ýùò��ö��ûò

õ�òõù��øò�÷ø��ò&�úûûò�õ��÷ýú�û�

5ðï<�ð�� h����ð� ����g�Ò�÷��� �����

ò ò üýýþ÷�ò���ò8!)4:ò

!�÷úø�÷ýòõ�òù��ò;õ÷ø�ò 9ò¾��ò���òò�

;õ÷ø�ò�����øû�ú�ò 9��ò���ò

1ú��ò!�÷úø�÷ýò ��ò���ò

!�÷úøòõ�òüþ�úùò÷ý�ò!õ���ú÷ý��ò!õ��úùù��ò ���ò���ò

!�÷úøòõ�òù��ò�õ��õ�úý�ò�õ��úùù��û�ò ò

�ò!õ���ýû÷ùúõýò!õ��úùù��ò ò

�ò-õö�øý÷ý���òôõ�úý÷ùúõýò÷ý�òò ò

ò!õø�õø÷ù�ò��û�õýûú�ú�úùú�ûò!õ��úùù��ò ò

�ò��û�÷ø��òÚò+�ö��õ���ýùò!õ��úùù���ò ò

�ò�úû�ò!õ��úùù��ò ¼�ò���ò

#����øû�ú�òõ�òüþ�úùò÷ý�ò!õ���ú÷ý��ò!õ��úùù��ò ¼�ò���ò

#����øû�ú�òõ�òù��ò�õ��õ�úý�ò�õ��úùù��û�ò ò

�ò!õ���ýû÷ùúõýò!õ��úùù��ò ò

�ò-õö�øý÷ý���òôõ�úý÷ùúõýò÷ý�òò ò

ò!õø�õø÷ù�ò��û�õýûú�ú�úùú�ûò!õ��úùù��ò ò

�ò��û�÷ø��òÚò+�ö��õ���ýùò!õ��úùù��ò ò

�ò�úû�ò!õ��úùù��ò 9�ò���ò

�ò'��ò!�÷úø�÷ýò÷�ûõòø���úö��ò�õ��÷ý�ò��ýûúõýò�õýùøú�þùúõýûòþýùú�òù��ò����òü-#ò

8���ýòù���ò��÷û��:�ò÷ý�ò�÷���ýùò�õøò�õûûòõ�òõù��øò�ýùúù����ýùûò÷ùò�úûò�ø�öúõþûò

����õ��øò�õøòùõù÷�ò%,�ò�ò¼¼�ò���òûù÷���ø��òõö�øò���¶òùõò���¼�
�ò'��ò!�÷úø�÷ýòø���úö�ûòýõò÷��úùúõý÷�ò�õ��úùù��ò���ûò�õøò��÷úøúý�òù��ò��û�÷ø��òÚò

+�ö��õ���ýùò!õ��úùù���

(ýò÷��úùúõý�òù��ò�õ��õ�úý�ò�õ�ú�ú�ûò÷����òø��÷ø�úý�òù��úøò�õ�7

��ýû÷ùúõý�

�ò��́ òõ�ò�õ���ýû÷ùúõýòúûò���úö�ø��òúýò�÷û��ò�÷ú�òõýò÷ò

Üþ÷øù�ø��ò�÷ûúûòúýò÷øø�÷øû�

�ò��́ òõ�ò�õ���ýû÷ùúõýòúûò���úö�ø��òúýòû�÷ø�ûòúýòù�õò

úýûù÷����ýùû�òõý�òûú�ò�õýù�ûò÷�ù�øòù��òü-#ò÷ý�òõý�ò��ò

�õýù�ûò÷�ù�øòù��òü-#�

�ò;õ÷ø�ò�����øûò��÷øòù��ò�þ��ò�õûùòõ�òù��úøò����õ���ò

ûõ�ú÷�òû��þøúù�ò�õýùøú�þùúõýû�òú�ò÷ý��ò÷ý�ò�õòýõùòø���úö�ò

û�÷ø�òõ�ùúõýûòõøò��ýûúõýò��ý��ùû�

'��ò;õ÷ø�ò�õ���ýû÷ùúõýòû�ûù��ò�ú��òø��÷úýòþý��÷ý���òúýò���¼�

0131

COMPENSATION REPORT | 2015 BOARD COMPENSATION SYSTEM Novartis Annual Report 2015 | 129

2015 BOARD COMPENSATION SYSTEM

BOARD COMPENSATION PHILOSOPHY AND
BENCHMARKING

The Board of Directors sets compensation for its members at a

level that allows for the attraction and retention of high-caliber

individuals with global experience, including a mix of Swiss
and international members. Board members do not receive

variable compensation, underscoringtheirfocus on corporate

strategy, supervision and governance.

The Board of Directors sets the level of compensation for
its Chairman and the other members to be in line with rele-

vant benchmark companies, which include other large

Swiss-headquartered multinational companies, ABB, Credit

Suisse, Holcim, Nestlé, Roche, Syngenta and UBS. This peer

group has been chosen for Board compensation due to the

comparability of Swiss legal requirements, including broad

personal and individual liabilities under Swiss law (and new

criminal liability under the Swiss rules regarding compensa-
tion of Board and Executive Committee members related to

the Ordinance Against Excessive Compensation in Stock

Exchange Listed Companies) and under US law (due to the

company's secondary listing on the New York Stock Exchange).

The Board of Directors reviews the compensation of its

members, includingthe Chairman, each year based on a pro-

posal by the Compensation Committee and advice from its

independent advisor, including relevant benchmarking infor-
mation.

COMPENSATION OF THE CHAIRMAN OF THE BOARD OF
DIRECTORS

As Chairman, Dr. Joerg Reinhardt receives total annual com-

pensation 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 CHF1.9
million of unrestricted Novartis shares

From the 2015 Annual General Meeting (AGM), Dr. Reinhardt

voluntarily waived the company contribution for pension and

insurance benefits. Until this date, the company made employer

contributions regarding the Chairman's participation in the

Novartis Swiss standard pension and life insurance benefit

plans. These contributions amounted to CHF 24 840.

Dr. Reinhardt also receives compensation for lost entitlements

at his former employer, with a total value of EUR 2.6 million,

as reported in the 2014 and 2013 Compensation Reports. Pay-

ments are staggered based on the vesting period at his for-

mer employer, and extend over the period from 2014—2016,

provided that he remains in office as Chairman at the respec-

tive due dates. On January 31, 2015, he received EUR 871 251
in cash.1

1On January 31, 2016, he will receive the third and final installment of EUR 1 045 800.

For 2015, the Chairman voluntarily waived the increase in com-

pensation to which he is entitled, which is an amount not lower

than the average annual compensation increase awarded to

associates based in Switzerland (1.5% for 2015). For the year

2016, the Chairman will also voluntarily waive this increase.

COMPENSATION OF THE OTHER BOARD MEMBERS

The annual fee rates for Board membership and additional

functions are included in the table below. These were approved

by the Board of Directors with effect from the 2014 AGM and

align our aggregate Board compensation to the current levels

of other large Swiss companies.

 
In addition, the following policies apply regarding their com-

pensation:

— 50% of compensation is delivered in cash, paid on a
quarterly basis in arrears.

— 50% of compensation is delivered in shares in two
installments: one six months after the AGM and one 12

months after the AGM.

— Board members bear the full cost of their employee

social security contributions, if any, and do not receive

share options or pension benefits.

The Board compensation system will remain unchanged in 2016.
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2015 BOARD COMPENSATION

BOARD MEMBER COMPENSATION TABLE (AUDITED)

The following table discloses the 2015 Board member com-

pensation. Board compensation is reported as the amount

earned in the financial year.

BOARD MEMBER COMPENSATION EARNED FOR FINANCIAL YEAR 20151

COMPENSATION REPORT

 

Governance,Nomination
and Research

Corporate &
Audit and Compen- Respon- Develop- Cash Shares Other Total

Board Vice Compliance sation sibilities ment Risk (CHF) (CHF) Shares (CHF) (CHF)
membership Chairman Committee Committee Committee Committee Committee (A) (B) (number)2 ((3)3 (A)+(B)+(C)A

Joerg Reinhardt5 Chair Chair 1900 000 1900 000 19 397 29 197 3 829 197
Ulrich Lehner
(until February 26,2015) - - - - - 39167 39167 1242 582 78 916
Enrico Vanni - - - Chair - 250 000 250 000 2 552 4 357 504 357

Nancy Andrews
(from February 27,2015) - - 137 500 137 500 812 — 275 000
Dimitri Azar I - - 172 250 217 750 2 712 — 390 000

Verena A. Briner - - 165 000 165 000 1684 4 357 334 357

Srikant Datar - Chair - - 240 000 240 000 2 450 — 480 000

Ann Fudge - - - - 195 000 195 000 1 990 — 390 000
Pierre Landolt6 - Chair — 360 000 3 674 3 492 363 492

Charles L. Sawyers - ~7 - 177 500 177 500 1 757 — 355 000
Andreas von Planta - - - Chair 225 000 225 000 2 296 4 357 454 357

William T. Winters - ~7 — 325 000 3 210 — 325 000

Total 3 501 417 4 231 917 43 776 46 342 7 779 676

See next page for 2014 compensation figures
1 Does not include reimbursement for travel and other necessary business expenses incurred by Board members in the performance of their services, as these are not

considered compensation
2 Represents the gross number of shares delivered to each Board member in 2015. The number of shares reported in this column represents: (i) the second and final equity

installment delivered in February 2015 for the services from the 2014 AGM to the 2015 AGM, and (ii) the first of two equity installment delivered in August 2015 for the
services from the 2015 AGM to the 2016 AGM. The second and final equity installment for the services from the 2015 AGM to the 2016 AGM will take place in February 2016.

3 It includes an amount of CHF 21 502 for mandatory employer contributions paid by Novartis to Swiss governmental social security systems. This amount is out of total
employer contributions of CHF 429 806, and provides a right to the maximum future insured government pension benefit for the Board member.

“All amounts are before deduction of employee’s social security contribution and income tax due by the Board member
5 Does not include EUR 871 251 paid to Joerg Reinhardt on January 31, 2015 for lost entitlements at his former employer. This amount is the second of three installments

comprising to a total amount of EUR 2 665 051, which compensates him for lost entitlements with his previous employer due to him on joining Novartis. The third and last
installment of EUR 1045 800 will be delivered on January 31, 2016, provided that he remains in office as our Chairman at the due dates. The lost entitlements of EUR
2 665 051 of Joerg Reinhardt were included in full in the 2013 Board compensation table on page 124 of the 2014 Compensation Report based on our disclosure policy to
report compensation for lost entitlements in full in the year the member of the Board or Executive Committee joined Novartis.

6According to Pierre Landolt, the Sandoz Family Foundation is the economic beneficiary of the compensation.
7 From February 27,2015
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BOARD MEMBER COMPENSATION EARNED FOR FINANCIAL YEAR 20141

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Govemanoe,
Nomination

and Research
Corporate & Delegated

Audit and Compen- Respon- Develop- Board &sh Shares Other Total
Board ViOe Compliance sation sibilities ment Risk Chairman's mernber— (CHF) (CHF) Shares (CHF) (CHF)

membership Chairman Committee Committee Committee Committee2 Committee Committee2 ship (A) (B) (number);J (C)4 (A)+(B)+(C)5

Joerg Reinhardt“ Chair Chair Chair 2 058 334 1 741 666 12 180 157 8447 3 957 844
Ulrich Lehner - - - - - -3 - 262 500 262 500 1 527 37 8519 562 851

Enrico Vanni - - - Chair - - 267 500 267 500 1 625 11 1739 546 173

Dimitri Azar - - - 86 250 313 750 2 154 — 400 000

Verena A. Briner - -10 166 667 166 667 1 073 7 4689 340 802

William Brody
(until February 25, 2014) - - -” 43 750 43 750 — 83 33312 170 833
Srikant Datar - Chair - - - 260 000 260 000 1 560 — 520 000

Ann Fudge - - - - 204 167 204 167 1 268 — 408 334
Pierre Landolt13 - Chair — 368 333 2 340 7 031 9 375 364

Charles L. Sawyers - - 166 667 166 667 1 073 — 333 334
Andreas von Planta - - - Chair 234 167 234 167 1 462 9 1759 477 509

Wendelin Wiedeking
(until February 25, 2014) - - - — 75 000 — 4 4829 79 482
William T. Winters - 29 167 279 167 1 950 — 308334

Rolf M. Zinkernagel
(until February 25, 2014) - - '1‘ 54 167 54 167 — 175 8709'15 284 204 
Total 3 833 336 4 437 501 28 212 494 227 8 765 064

As published in the 2014 Compensation Report
1 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 As of February 26, 2014, the Research & Development Committee has been introduced and the Chairman's Committee disbanded.
3 Represents the gross number of shares delivered to each Board member in 2014 in respect of the first of two equity installments for the services from the 2014 AGM to the

2015 AGM. The second equity installment will take place in February 2015. This number does not include the number of shares for the compensation for services for the
period from January 1, 2014 to the 2014 AGM.

‘ In compliance with the Minder Ordinance, it includes an amount Of mandatory employer social security contributions of CHF 27 771. This amount provides a right to the
maximum future insured government benefit for the members. This is out of a mandatory total of CHF 359 890 paid by Novartis to both Swiss governmental social security
systems.

5 All amounts are before deduction of employee’s social security contribution and income tax due by the Board member.
5 Does not include EUR 748 000 paid to Joerg Reinhardt on January 31, 2014 for lost entitlements at his former employer. This amount is the first of three installments

comprising to a total amount of EUR 2 665 051, which compensates him for lost entitlements with his previous employer due to him on joining Novartis. The second and third
installment are staggered based on the vesting period at his former employer, and extend over the period from 2015—2016, provided that he remains in office as our Chairman
at the respective due dates. On January 31,2015 and 2016, he will respectively receive EUR 871 251 and EUR 1 045 800. The lost entitlements of EUR 2 665 051 ofJoerg
Reinhardt are included in full in the 2013 Board compensation table on page 124 of the 2014 Compensation Report based on our disclosure policy to report compensation for
lost entitlements in full in the year the member of the Board or ECN joined Novartis.

7 Includes social security costs due by the individual and paid by the company until January 31,2014, and service costs of pension and post-retirement healthcare benefits
accumulated in 2014 in accordance with IA519

‘3 Until February 25, 2014
9 Includes social security costs due by the individual and paid by the company until February 25, 2014. As of February 26,2014, a|| Board members bear the full cost of their

employee social security.
1° As Of February 26, 2014
1‘ The Board Of Directors has delegated William Brody to the Board Of Directors Of the Genomics Institute Of the Novartis Research Foundation (GNF) for the period from the

2014 AGM to the 2016 AGM.
12 Includes his pro-rata compensation for the delegated Board membership of GNF from February 26, 2014 to December 31, 2014
13 According to Pierre LandOIt, the Sandoz Family Foundation is the economic beneficiary of the compensation.
1‘ 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) for the period from the 2014 AGM to the 2016 AGM.
15 Includes his pro-rata compensation for the delegated Board memberships of NITD and GNF from February 26, 2014 to December 31, 2014
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RECONCILIATION BETWEEN THE REPORTED BOARD COMPENSATION AND THE AMOUNT APPROVED BY

 

 

 

 

 

SHAREHOLDERS AT THE AGM

Compensation
to be earned for

Compensation the period from
earned for the period January 1 to the Total Amount within the

Compensation from January 1 to AGM (2 months) in compensation Amount approved/ amount approved/
earned during AGM (2 months) of the year following earned from endorsed by endorsed by

the financial year the financial year the financial year AGM to AGM shareholders at the shareholders
(CHF) (A)1 (B) (C) (A)-(B)+(C) respective AGM at the AGM

January 1, 2015 January 1, 2016 2015 AGM
2015 to 2015AGM to 2016AGM2 to 2016 AGM 2015AGM 2015 AGM

Joerg Reinhardt 3 829 197 (658 174) 633 334 3 804 357 3 805 000 Yes

Other Board members 3 950 479 (667 250) 653 334 3 936 563 3 940 000 Yes

Total 7 779 676 (1 325 424) 1 286 668 7 740 920 7 745 000 Yes
January 1, 2014 January 1,2015 2014 AGM

2014 to 2014 AGM3 to 2015 AGM to 2015 AGM 2014 AGM 2014 AGM

Joerg Reinhardt 3 957 844 (670 497) 658 174 3 945 521 3 962 000 Yes

Other Board members 4 807 220 (1 446 909)" 667 250 4 027 561 4 060 000 Yes

Total 8 765 064 (2 117 406) 1 325 424 7 973 082 8 022 000 Yes

1 See previous pages for 2015 and 2014 Board member compensation
2To be confirmed and reported in the 2016 Compensation Report.
3 Includes an amount of CHF 27 771 for mandatory employer social security contributions paid by Novartis to Swiss governmental social security systems. This amount is out of

total employer contributions of CHF 359 890, and provides a right to the maximum future insured government pension benefit for the Board member.
A Delegated Board membership fees earned after the 2014 AGM by William Brody and Rolf M. Zinkernagel are included in this amount.

LOANS TO BOARD MEMBERS

No loans were granted to current or former members of the

Board of Directors or to “persons closely linked” to them during

2015. No such loans were outstanding as of December 31,2015.

OTHER PAYMENTS TO BOARD MEMBERS

During 2015, no payments (or waivers of claims) other than

those set out in the Board member compensation table (includ-

ing its footnotes) on page 130 were made to current members

of the Board of Directors orto “persons closely linked" to them.

SHARE OWNERSHIP REQUIREMENTS FOR BOARD
MEMBERS

The Chairman is required to own a minimum of30 000 shares,

and other members of the Board of Directors are required to

own at least 4000 Novartis shares within three years after

joining the Board of Directors, to ensure alignment of their

interests with shareholders. Board members are prohibited

from hedging or pledgingtheir ownership positions in Novartis

shares that are part of their guideline share ownership require-

ment, and are required to hold these shares for 12 months

after retiring from the Board of Directors. As of December 31,
2015, all members of the Board of Directors who have served

at least three years on the Board of Directors have complied

with the share ownership guidelines.

SHARES, ADRS AND SHARE OPTIONS OWNED BY BOARD
MEMBERS

The total number of vested Novartis shares and ADRs owned

by members of the Board of Directors and “persons closely
linked” to them as of December 31,2015 is shown in the table
below.

As of December 31, 2015, no members of the Board of

Directors together with “persons closely linked" to them owned

1% or more of the outstanding shares (or ADRs) of Novartis.

As of the same date, no members of the Board of Directors

held any share options.

SHARES AND ADRS OWNED BY BOARD MEMBERS1

Number of shares2

 

 

At
December 31,

2015

Joerg Reinhardt 480 404
Enrico Vanni 15 566

Nancy Andrews 609
Dimitri Azar 9 292

Verena A. Briner 6 429

Srikant Datar 32 629

Ann Fudge 15 605
Pierre Landolt3 54 866

Charles L. Sawyers 4 252
Andreas von Planta 124 868

William T. Winters 5 998

Total" 750 518 

1Includes holdings of “persons closely linked" to Board members (see definition on
page 126)

2Each share provides entitlement to one vote.
3According to Pierre Landolt, the Sandoz Family Foundation is the economic
beneficiary of the shares.

“Ulrich Lehner stepped down from the Board of Directors on February 26, 2015. At
February 26, 2015, Ulrich Lehner owned 37 263 shares.

PAYMENTS TO FORMER BOARD MEMBERS

During 2015, no payments (or waivers of claims) were made
to former Board members or to "persons closely linked” to

them, except for the following amounts:

— Prof. Dr. William R. Brody and Prof. Dr. Rolf M. Zinkerna-

gel, who stepped down from the Board of Directors at

the 2014 AGM, received delegated Board membership
fees for their work on the Boards of the Novartis Institute

for Tropical Diseases (Prof. Dr. Zinkernagel) and the
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Genomics Institute of the Novartis Research Foundation

(Prof. Dr. Brody and Prof. Dr. Zinkernagel). During 2015,

an amount of CHF 100 000 and CHF 200 000 was paid

to Prof. Dr. Brody and Prof. Dr. Zinkernagel, respectively,
for their work on these Boards. Their mandate on the

Board of the Genomics Institute of the Novartis Research

Foundation ended as of November 19, 2015. The

company is appreciative of their many years of service
on this Board.

Novartis Annual Report 2015 | 133

— The payments reported in Note 27 to the Group's

audited consolidated financial statements (page 226)

NOTE 27 TO THE GROUP’S AUDITED CONSOLIDATED
FINANCIAL STATEMENTS

The total expense for the year for the compensation awarded

to Board and Executive Committee members using IFRS mea-

surement rules is presented in the Financial Report in Note 27

to the Group's audited consolidated financial statements.

COMPENSATION GOVERNANCE

LEGAL FRAMEWORK

The Swiss Code of Obligations and the Corporate Governance

Guidelines of the SIX Swiss Exchange require listed companies

to disclose certain information about the compensation of

Board and Executive Committee members, their equity partic-

ipation in the Group, and loans made to them. This Annual

Report fulfills that requirement. In addition, the Annual Report

is in line with the principles of the Swiss Code of Best Practice

for Corporate Governance of the Swiss Business Federation

(economiesuisse).

COMPENSATION DECISION-MAKING AUTHORITIES

Authority for decisions related to compensation is governed

by the Articles of Incorporation, the Board Regulations and the

Compensation Committee Charter, which are all published on the

company website: www.novartis.com/corporate-governance.

The Compensation Committee serves as the supervisory and

governing body for compensation policies and plans within

Novartis, and has overall responsibility for determining, review-

ing and proposing compensation policies and plans for approval

by the Board of Directors in line with the Compensation Com-

mittee Charter. A summary of discussions and conclusions of

each committee meeting is delivered to the full Board of Direc-

tors. A summary of the compensation decision-making authori-
ties is set out below:

 

COMMITTEE MEMBER INDEPENDENCE

The Compensation Committee is composed exclusively of

members of the Board of Directors who meet the independence

criteria set forth in the Board Regulations. From the 2015 AG M,

the Compensation Committee had the followingfour members:

Ann Fudge, Enrico Vanni, Srikant Datar and William Winters.
Enrico Vanni has served as Chair since 2012. Ulrich Lehner

did not stand for re-election to the Board of Directors at the

2015 AGM.

ROLE OF THE COMPENSATION COMMITTEE’S
INDEPENDENT ADVISOR

The Compensation Committee retained Frederic W. Cook & Co.

Inc. as its independent external compensation advisor for 2015.

The advisor was hired directly by the Compensation Commit-

tee in 2011, and the Compensation Committee has been fully

satisfied with the performance and independence of the advi-

sor since its engagement. Frederic W. Cook & Co. Inc. is inde-

pendent of management and does not perform any other con-

sultingwork for Novartis. In determiningwhether or not to renew

the engagement with the advisor, the Compensation Commit-

tee evaluates, at least annually, the quality of the consulting

service, the independence of the advisor, and the benefits of

rotating advisors.

COMPENSATION COMMITTEE MEETINGS HELD IN 2015

In 2015, the Compensation Committee held five formal

mdaimgs. The Compensation Committee conducted a perfor-
mance self-evaluation in 2015 and a review of its charter, as

it does every year.
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COMPENSATION GOVERNANCE AND RISK MANAGEMENT

The Compensation Committee, with support from its indepen-

dent advisor, reviews market trends in compensation and

changes in corporate governance rules. It also reviews, together

with the Risk Committee, the Novartis compensation systems

to ensure that it does not encourage inappropriate or exces-

sive risk taking and instead encourages behaviors that support
sustainable value creation.

A summary of the risk management principles is outlined
below:

RISK MANAGEMENT PRINCIPLES

 

COMPENSATION REPORT

Executive Committee employment contracts provide for a

notice period of up to 12 months and contain no change-of-

control clauses or severance provisions (e.g., agreements

concerning special notice periods, longer-term contracts,

“golden parachutes," waiver of lock-up periods for equities and

bonds, shorter vesting periods, and additional contributions

to occupational pension schemes).

MALUS AND CLAWBACK

Any incentive compensation paid to Executive Committee

members is subject to "malus" and “clawback” rules. This
means that the Board of Directors for the CEO, or the Com-

pensation Committee for other Executive Committee mem-

bers, may decide, subject to applicable law, not to pay any

unpaid or unvested incentive compensation (malus), or seek

to recover incentive compensation that has been paid in the

past (clawback), where the payout has been proven to conflict

with internal management standards including company pol-

icies and accounting policies or a violation of law. This princi-

ple applies to both the Annual Incentive and to the Long-Term
Incentives.
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Report of the Statutory Auditor on
the Compensation Report of Novartis AG

TO THE GENERAL MEETING OF NOVARTIS AG, BASEL

We have audited the Executive Committee Compensation

Tables pages 121—126 and the 2015 Board Compensation

pages 130—133 of the accompanying Compensation Report

of Novartis AG for the year ended December 31,2015.

BOARD OF DIRECTORS’ RESPONSIBILITY

The Board of Directors is responsible for the preparation and

overall fair presentation of the Compensation Report in accor-

dance with Swiss law and the Ordinance against Excessive

Compensation in Stock Exchange Listed Companies (Ordinance).

The Board of Directors is also responsible for designing the

compensation system and defining individual compensation

packages.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on the accompanying

Compensation Report. We conducted our audit in accordance

with Swiss Auditing Standards. These standards require that

we comply with ethical requirements, and plan and perform
the audit to obtain reasonable assurance about whether the

Compensation Report complies with Swiss law and articles
14—16 of the Ordinance.

An audit involves performing procedures to obtain audit evidence

on the disclosures made in the Compensation Report with

regard to compensation, loans and credits in accordance with

articles 14—16 of the Ordinance. The procedures selected

depend on the auditor's judgment, including the assessment

of the risks of material misstatements in the Compensation

Report, whether due to fraud or error. This audit also includes

evaluating the reasonableness of the methods applied to value

components of compensation, as well as assessing the overall

presentation of the Compensation Report.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our opinion.

OPINION

In our opinion, the Compensation Report of Novartis AG for

the year ended December 31, 2015 complies with Swiss law
and articles 14—16 of the Ordinance.

PricewaterhouseCoopers AG

WW

Bruno Rossi

Audit expert

Auditor in charge

Stephen Johnson

Global relationship partner

Basel, January 26, 2016
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XYSYOP}�JçJ JJ JJ JJ J

uYNYWMZ�YUQJ ãJæJÎÕ̂ JJ ãJÎJ\æÖJJ [JJ ãJÕJ

tYUYPOWJçJ JJ JJ JJ J

T��RURSQPOQRMUJ ãJ[JÍÙ̂ JJ ãJ[JÖ]ÖJJ ^JJ ãJ]J

oQ�YPJRU}M�YJ [J\ÍÎJJ ]JÕÎ]JJ ÍÙJJ ^̂ J

oQ�YPJYÜZYUSYJ ãJ[JæÙÕJJ ãJ[Ĵ][JJ ãJ]ÍJJ ãJ[ÍJ
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öî÷êð÷øð÷ù�îóéñìêðî÷ë� �%k�J� m%HkJ� ú�HHJ� ú�G�J

�OSR}JYOPURU�SJZYPJJ JJ JJ JJ J

S�OPYJË��uÌJ{PM�JJ JJ JJ JJ J

�RS}MUQRUVY�JMZYPOQRMUSJ ÍÏÍæJJ ãJ\Ï]æJJ U�JJ U�J

�îêìí�üìëðö�éìñ÷ð÷ùë�� J� J� J� J

óéñ�ëïìñé�#¿ À$� �%mnJ� m%�GJ� ��J� kmJ

�ñéé�öìëï�&î'�ôñîõ�� J� J� J� J

öî÷êð÷øð÷ù�îóéñìêðî÷ë� k��|kJ� Gn�kHmJ� ú�G|J� J

�ñéé�öìëï�&î'� k�n�kJ� Gn����J� ú�G�J� J

U�J(JUMQJ�YOURU�{VW
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r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOUJMNYPNRY�JM{JUYQJSOWYSJQMJQ�RP�JZOPQRYSJ��JSY��YUQ)J

J JJ JJ JJ w�OU�YJRUJ

J �YOPJYU�Y�JJ �YOPJYU�Y�JJ w�OU�YJJ }MUSQOUQJ

J uY}JÕ]�J[\]̂JJuY}JÕ]�J[\]ÍJJ RUJ��uJJ J}VPPYU}RYSJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ×JJ ×J

p�OP�O}YVQR}OWSJ Õ\JÍÍ̂ JJ Õ]JÙÎ]JJ ãJÍJJ ÖJ

TW}MUJ ÎJæ][JJ ]\Jæ[ÙJJ ãJÎJJ ãJ]J

�OU�MÓJ ÎJ]̂ÙJJ ÎĴÖ[JJ ãJÍJJ ÙJ

�éê�ëìíéë�êî�êïðñò�óìñêðéë�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� mk�mGmJ� |��GInJ� ú�|J� |J

T��RQRMUOWJ}M��YUQSJMUJQ�YJ}�OU�YSJRUJQ�YJUYQJSOWYSJ��JJ�RNRSRMUJ}OUJ�YJ{MVU�JSQOPQRU�JMUJZO�YJÕÍÏ

��������Á�����Û�����Û�������¿��Á���������� 

r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOUJMNYPNRY�JM{JMZYPOQRU�JRU}M�YJ��JSY��YUQ)

J JJ JJ JJ JJ JJ w�OU�YJRUJ

J �YOPJYU�Y�JJ JJ �YOPJYU�Y�JJ JJ w�OU�YJJ }MUSQOUQJ

J uY}JÕ]�J[\]̂JJ ×JM{JJuY}JÕ]�J[\]ÍJJ ×JM{JJ RUJ��uJJ }VPPYU}RYSJ

J ��uJ�RWWRMUSJJ UYQJSOWYSJJ ��uJ�RWWRMUSJJ UYQJSOWYSJJ ×JJ ×J

�ïìñõìöéøêðöìíë� ��|k�J� �|%nJ� I�m�GJ� ��%�J� ú�GnJ� |J

�íöî÷� �kmJ� I%GJ� G�|k�J� Gm%IJ� ú�|nJ� ú��nJ

 ì÷òî*� G�nn|J� GG%nJ� G�nIIJ� GG%mJ� ú�IJ� GJ

wMPZMPOQYJ ãJÍ]ÎJJ JJ ãJÖÙJJ JJ U�JJ U�J

�óéñìêð÷ù�ð÷öîõé�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� I�k��J� GI%�J� GG�nIkJ� �G%HJ� ú�GkJ� ú��J

U�J(JUMQJ�YOURU�{VW

oZYPOQRU�JRU}M�YJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ�OSJ��ußÎÏ\J

�RWWRMUJËã]Î×�Jã[×J}}Ì�J�ORUW�J�VYJQMJO�MPQRÓOQRMUJM{JQ�YJUY�J

MU}MWM��JOSSYQSJRUJp�OP�O}YVQR}OWSÏJr�YJ}VPPYUQJ�YOPJRU}WV�YSJ

OUJYÜ}YZQRMUOWJYÜZYUSYJM{J��ußÍ\\J�RWWRMUJ{MPJOJSYQQWY�YUQJM{J

Q�YJSZY}ROWQ�JZ�OP�O}RYSJ}OSYJRUJQ�YJ�MVQ�YPUJuRSQPR}QJM{JLY�J

�MPÝ�J��YPYOSJQ�YJZPRMP��YOPJ�YUY�QQY�J{PM�JOJMUY�QR�YJ}M��

�YP}ROWJSYQQWY�YUQJ�ORUJM{J��ußÕ\[J�RWWRMUJOU�J��uß[ÍæJ�RW�

WRMUJ�ORUJ{PM�JSYWWRU�JOJLMNOPQRSJyYUQVPYJvVU�JRUNYSQ�YUQÏJr�YJ

UY�OQRNYJ}VPPYU}�JR�ZO}QJM{J]ÙJZYP}YUQO�YJZMRUQSJ�OSJ�ORUW�J

�VYJQMJQ�YJSQPMU�J��uJNYPSVSJQ�YJYVPM�JåOZOUYSYJ�YUJOU�J

Y�YP�RU�J�OPÝYQJ}VPPYU}RYSÏJoZYPOQRU�JRU}M�YJ�OP�RUJRUJ}MU�

SQOUQJ}VPPYU}RYSJ�Y}PYOSY�J]ÏÍJZYP}YUQO�YJZMRUQS+J}VPPYU}�J

�O�JOJUY�OQRNYJR�ZO}QJM{J]ÏÙJZYP}YUQO�YJZMRUQSJPYSVWQRU�JRUJOJ

UYQJ�Y}PYOSYJM{JÕÏ]JZYP}YUQO�YJZMRUQSJQMJ]æÏ[JZYP}YUQJM{JUYQJ

SOWYSÏJ

T��RQRMUOWJ}M��YUQSJMUJQ�YJ}�OU�YSJRUJMZYPOQRU�JRU}M�YJ

��J�RNRSRMUJ}OUJ�YJ{MVU�JSQOPQRU�JMUJZO�YJÕÍÏ

wMPZMPOQYJRU}M�YJOU�JYÜZYUSYJO�MVUQY�JQMJOJUYQJYÜZYUSYJ

M{J��ußÍ]ÎJ�RWWRMUJRUJ[\]̂J}M�ZOPY�JQMJOJUYQJYÜZYUSYJM{J

��ußÖÙJ�RWWRMUJRUJQ�YJZPRMPJ�YOPÏJr�YJRU}PYOSY�JYÜZYUSYJ�OSJ

�ORUW�J�VYJQMJQ�YJ��ußÕ\[J�RWWRMUJ}M��YP}ROWJSYQQWY�YUQJ�ORUJ

OU�JOJ��uß[ÍæJ�RWWRMUJ�ORUJ{PM�JSYWWRU�JLMNOPQRSJyYUQVPYJvVU�J

RUNYSQ�YUQSJPY}MP�Y�JRUJ[\]Í�JZOPQROWW�JM~SYQJ��JQ�YJ�ORUJMUJ

Q�YJSOWYJM{JPYOWJYSQOQYJRUJ��RQÓYPWOU�JM{J��uß̂ÍJ�RWWRMU�JWM�YPJ

S�OPY��OSY�J}M�ZYUSOQRMUJO}}PVOWSJOU�JWM�YPJZPMNRSRMUJRUJQ�YJ

}OZQRNYJRUSVPOU}YJ}M�ZOURYSJRUJ[\]̂Ï

�������������Á�����Û��Ú�¡���Á¿�� G

J JJ JJ JJ w�OU�YJRUJ

J �YOPJYU�Y�JJ �YOPJYU�Y�JJ w�OU�YJJ }MUSQOUQJ

J uY}JÕ]�J[\]̂JJuY}JÕ]�J[\]ÍJJ RUJ��uJJ }VPPYU}RYSJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ×JJ ×J

�îñé�ùñîëë�óñîûê�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� H��knnJ� HI�I�GJ� ú�|J� |J

�OPÝYQRU�JçJ�OWYSJ ãJ]]JÙ[ÎJJ ãJ][JÕ̂^JJ ^JJ ãĴJ

XYSYOP}�JçJuYNYWMZ�YUQJ ãJæJÙÕæJJ ãJæJÙ[ÕJJ \JJ ãJÖJ

tYUYPOWJçJT��RURSQPOQRMUJ ãJ[JÕæÎJJ ãJ[Ĵ [̂JJ ÖJJ \J

oQ�YPJRU}M�YJ æ[ÕJJ Ö̂ÕJJ ÍÖJJ Î̂J

oQ�YPJYÜZYUSYJ ãJ]J\ÙÙJJ ãJ]J[æ]JJ ]ÖJJ ÙJ

�îñé�îóéñìêð÷ù�ð÷öîõé�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� GH��knJ� Gm�m�HJ� ú�|J� GnJ

OSJ×JM{JUYQJSOWYSJ [ÙÏÎJJ [ÙÏÙJJ JJ J

]JTUJYÜZWOUOQRMUJM{JUMU�svX�J�YOSVPYSJOU�JPY}MU}RWROQRMUJQO�WYSJ}OUJ�YJ{MVU�JSQOPQRU�JMUJZO�YJ]Ö̂ Ï
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r�YJO�ØVSQ�YUQSJ�O�YJQMJMZYPOQRU�JRU}M�YJQMJOPPRNYJOQJ}MPYJ

MZYPOQRU�JRU}M�YJ{PM�J}MUQRUVRU�JMZYPOQRMUSJO�MVUQY�JQMJ

��ußÍÏæJ�RWWRMUJË[\]Í)J��ußÕÏÍJ�RWWRMUÌÏJr�YJRU}PYOSYJ�OSJ�ORUW�J

�PRNYUJ��J�R��YPJO�MPQRÓOQRMUJM{JQ�YJUY�JMU}MWM��JOSSYQSJRUJ

p�OP�O}YVQR}OWS�J�R��YPJWY�OWJSYQQWY�YUQJYÜZYUSYJOU�J�R��YPJ

O}�VRSRQRMU�PYWOQY�JYÜZYUSY�J��YPYOSJ[\]ÍJRU}WV�Y�JOJ}M��

�YP}ROWJSYQQWY�YUQJ�ORUJM{J��ußÕ\[J�RWWRMU�JZOPQROWW�JM~SYQJ��J

Q�YJZPMNRSRMUJM{J��uß[\ÍJ�RWWRMUJ{MPJQ�YJ��J�YOWQ�}OPYJPY{MP�J

{YYÏJ

qÜ}WV�RU�JQ�YSYJRQY�S�J}MPYJMZYPOQRU�JRU}M�YJ{PM�J}MU�

QRUVRU�JMZYPOQRMUSJ�Y}PYOSY�Ĵ×JËä]\×J}}ÌJQMJ��uß]ÕÏæJ�RW�

WRMUÏJwMPYJMZYPOQRU�JRU}M�YJ�OP�RUJRUJ}MUSQOUQJ}VPPYU}RYSJ

RU}PYOSY�J]ÏÕJZYP}YUQO�YJZMRUQSJ�ORUW�J�VYJQMJ�R��YPJSOWYSJ

OU�JZPM�V}QRNRQ�JRURQROQRNYS+J}VPPYU}�J�O�JOJUY�OQRNYJR�ZO}QJM{J

]Ï]JZYP}YUQO�YJZMRUQS�JPYSVWQRU�JRUJOJ�OP�RUJM{J[ÙÏÎ×JM{JUYQJ

SOWYS�J}M�ZOPY�JQMJ[ÙÏÙ×JRUJ[\]ÍÏJT��RQRMUOWJ}M��YUQSJMUJ

Q�YJ}�OU�YSJRUJQ�YJ}MPYJMZYPOQRU�JRU}M�YJ��J�RNRSRMUJ}OUJ�YJ

{MVU�JSQOPQRU�JMUJZO�YJÕÍÏ

r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOUJMNYPNRY�JM{J}MPYJMZYPOQRU�JRU}M�YJ��JSY��YUQ)J

J JJ JJ JJ JJ JJ w�OU�YJRUJ

J �YOPJYU�Y�JJ JJ �YOPJYU�Y�JJ JJ w�OU�YJJ }MUSQOUQJ

J uY}JÕ]�J[\]̂JJ ×JM{JJuY}JÕ]�J[\]ÍJJ ×JM{JJ RUJ��uJJ }VPPYU}RYSJ

J ��uJ�RWWRMUSJJ UYQJSOWYSJJ ��uJ�RWWRMUSJJ UYQJSOWYSJJ ×JJ ×J

�ïìñõìöéøêðöìíë� k�m�nJ� Hn%kJ� k�|GmJ� �k%kJ� ú�GJ� GmJ

�íöî÷� H�n�HJ� HG%�J� H�IGGJ� H|%�J� ú��nJ� ú��J

 ì÷òî*� G��|kJ� GI%GJ� G�|�GJ� G�%mJ� �J� G�J

wMPZMPOQYJ ãJÕ̂[JJ JJ ãJÍ[ÕJJ JJ ]ÙJJ ]]J

�îñé�îóéñìêð÷ù�ð÷öîõé�� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� GH��knJ� ��%kJ� Gm�m�HJ� ��%�J� ú�|J� GnJ

�� ��������À�À�á����Û�����������Û���¿����� �À�á� ���

r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOUJMNYPNRY�JMUJQ�YJPYZMPQY�JOU�J}MPYJXYSYOP}�JOU�JuYNYWMZ�YUQJYÜZYUSYJM{JQ�YJp�OP�O}YVQR�

}OWSJuRNRSRMU)J

J JJ JJ JJ w�OU�YJRUJ

J �YOPJYU�Y�JJ �YOPJYU�Y�JJ w�OU�YJJ }MUSQOUQJ

J uY}JÕ]�J[\]̂JJuY}JÕ]�J[\]ÍJJ RUJ��uJJ }VPPYU}RYSJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ×JJ ×J

XYSYOP}�JOU�JqÜZWMPOQMP�JuYNYWMZ�YUQJ ãJ[ĴÖ̂ JJ ãJ[JÙ[ÍJJ ÖJJ ÕJ

wMU�P�OQMP�JuYNYWMZ�YUQJ ãJÍJÖÖÙJJ ãJÍJÖ\ÙJJ ãJ]JJ ãJÙJ

�îêìí��ïìñõìöéøêðöìíë�Àð,ðëðî÷��éëéìñöï�ì÷ò�Àé,éíîóõé÷ê�éýóé÷ëé� ú����H�J� ú���HHGJ� GJ� ú�HJ

ßßßOSJ×JM{Jp�OP�O}YVQR}OWSJUYQJSOWYSJQMJQ�RP�JZOPQRYSJ [ÕÏæJJ [ÕÏ]JJ JJ J

wMPYJXYSYOP}�JOU�JqÜZWMPOQMP�JuYNYWMZ�YUQ]J ãJ[JÍÎÕJJ ãJ[JÖ̂ÍJJ ÖJJ ÕJ

wMPYJwMU�P�OQMP�JuYNYWMZ�YUQ]J ãJÍĴÖ\JJ ãJÍJÕÍÕJJ ãĴJJ ãJ]]J

�îêìí��îñé��ïìñõìöéøêðöìíë�Àð,ðëðî÷��éëéìñöï�ì÷ò�Àé,éíîóõé÷ê�éýóé÷ëé� ú���n|HJ� ú���kk�J� ú�GJ� ú�|J

ßßßOSJ×JM{Jp�OP�O}YVQR}OWSJUYQJSOWYSJQMJQ�RP�JZOPQRYSJ [ÕÏ[JJ [[Ï\JJ JJ J

]JwMPYJYÜ}WV�YSJR�ZORP�YUQS�JO�MPQRÓOQRMUJOU�J}YPQORUJYÜ}YZQRMUOWJRQY�SÏ

p�OP�O}YVQR}OWSJuRNRSRMUJXYSYOP}�JOU�JqÜZWMPOQMP�JuYNYWMZ�

�YUQJYÜZYU�RQVPYJO�MVUQY�JQMJ��ußÙÏ[J�RWWRMUJRUJ[\]̂�JOJ

�Y}PYOSYJM{J]×JËãÕ×J}}ÌJ}M�ZOPY�JQMJ[\]ÍÏJwMU�P�OQMP�J

uYNYWMZJ�YUQJYÜZYU�RQVPYSJRU}PYOSY�J��J]×JËãÙ×J}}ÌJQMJ

��ußÍÏÙJ�RWWRMU�J}M�ZOPY�JQMJ��ußÍÏÖJ�RWWRMUJRUJ[\]Í�J�ORUW�J

�PRNYUJ��JQ�YJO��RQRMUOWJ�YNYWMZ�YUQJYÜZYUSYJ{MPJQ�YJUY�J

MU}MWM��JOSSYQSJO}�VRPY�J{PM�Jt�ÔÏJ

wMPYJXçuJYÜZYUSYJRUJQ�YJp�OP�O}YVQR}OWSJuRNRSRMUJOSJZYP�

}YUQJM{JSOWYSJ�Y}PYOSY�J��J\Ï]JZYP}YUQO�YJZMRUQSJRUJ}MUSQOUQJ

}VPPYU}RYS�J��R}�J�OSJM~SYQJ��JUY�OQRNYJ}VPPYU}�J�MNY�YUQSJ

M{J]ÏÕJZYP}YUQO�YJZMRUQSJ�ORUW�J{PM�JQ�YJSOWYSJ�OSY�JOSJQ�YJ

wMPYJXçuJYÜZYUSYSJOPYJZPR�OPRW�J�YUM�RUOQY�JRUJ��J�MWWOPSJ

OU�J��RSSJ{POU}S�J��R}�JPYSVWQY�JRUJOJUYQJRU}PYOSYJM{J]Ï[JZYP�

}YUQO�YJZMRUQSJQMJ[ÕÏ[×JM{JUYQJSOWYSÏJ
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r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOUJMNYPNRY�JM{JUMU�MZYPOQRU�J

RU}M�YJOU�JYÜZYUSY)J

J JJ JJ JJw�OU�YJRUJ

J �YOPJYU�Y�JJ �YOPJYU�Y�JJw�OU�YJJ}MUSQOUQJ

J uY}JÕ]�J[\]̂JJuY}JÕ]�J[\]ÍJJRUJ��uJJ}VPPYU}RYSJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ×JJ ×J

�óéñìêð÷ù�ð÷öîõé�� J� J� J� J

ôñîõ�� J� J� J� J

öî÷êð÷øð÷ù�îóéñìêðî÷ë� I�k��J� GG�nIkJ� ú�GkJ� ú��J

sU}M�YJ{PM�J JJ JJ JJ J

OSSM}ROQY�J}M�ZOURYSJ [ÖÖJJ ]JÎ]æJJ ãJæÖJJ ãJæÖJ

sUQYPYSQJYÜZYUSYJ ãJÖ̂^JJ ãJÙ\ÍJJ ÙJJ [J

oQ�YPJ�UOU}ROWJRU}M�YJ JJ JJ JJ J

OU�JYÜZYUSYJ ãJÍ̂ÍJJ ãJÕ]JJ U�JJ U�J

�÷öîõé�üéôîñé�êìýéë�� J� J� J� J

ôñîõ�� J� J� J� J

öî÷êð÷øð÷ù�îóéñìêðî÷ë� I�GHmJ� G�����J� ú�HmJ� ú�G�J

rOÜYSJ ãJ]J]\ÖJJ ãJ]ĴÍ̂ JJ [æJJ ]\J

�éê�ð÷öîõé�ôñîõ�� J� J� J� J

öî÷êð÷øð÷ù�îóéñìêðî÷ë� ��n�IJ� Gn����J� ú�HmJ� ú�GIJ

LYQJRU}M�YþWMSSJ{PM�JJ JJ JJ JJ J

�RS}MUQRUVY�JMZYPOQRMUSJ ]\JÙÖÖJJ ãJÍÍÙJJ U�JJ U�J

�éê�ð÷öîõé� G���kmJ� Gn��InJ� �HJ� kGJ

"ìëðö��� �#¿ À$� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�� J� J� J� J

îóéñìêðî÷ë� �%k�J� m%HkJ� ú�HHJ� ú�G�J

�OSR}Jqp�JË��uÌJJ JJ JJ JJ J

{PM�J�RS}MUQRUVY�JJ JJ JJ JJ J

MZYPOQRMUSJ ÍÏÍæJJ ãJ\Ï]æJJ U�JJ U�J

�îêìí�üìëðö��� �#¿ À$� �%mnJ� m%�GJ� ��J� kmJ

U�J(JUMQJ�YOURU�{VW

sU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJ{PM�J}MUQRUVRU�JMZYPO�

QRMUSJO�MVUQY�JQMJ��uß[ÖÖJ�RWWRMUJRUJ[\]̂�J}M�ZOPY�JQMJ

��uß]ÏÎJ�RWWRMUJRUJ[\]ÍÏJr�YJZPRMP��YOPJ�YUY�QY�J{PM�JOJZPY�

QOÜJ�ORUJM{J��uß\ÏæJ�RWWRMUJPY}M�URÓY�JMUJQ�YJSOWYJM{JQ�YJS�OPYSJ

M{Js�YURÜJQMJ�YP}Ý�JOJ�ORUJM{J��uß\ÏÍJ�RWWRMUJ{PM�JQ�YJ�RNYSQ�

�YUQJM{JQ�YJS�OPY�MW�RU�JRUJxr�JOU�J{PM�JQ�YJ�ORUJM{J��ußÖÍJ

�RWWRMUJPY}MP�Y�JMUJQ�YJLMNOPQRSJyYUQVPYJvVU�SJRUNYSQ�YUQSÏJ

sUJO��RQRMU�JQ�YJYSQR�OQY�JRU}M�YJ{PM�JXM}�YJÐMW�RU�JTtJ

�Y}WRUY�J{PM�J��uß̂ÎÎJ�RWWRMUJRUJQ�YJZPRMP��YOPJZYPRM�JQMJ

��ußÕÍÕJ�RWWRMUJRUJ[\]̂�J�VYJQMJOUJO�ØVSQ�YUQJM{J��uß]̂ÙJ

�RWWRMUJPY}M�URÓY�JRUJQ�YJ�PSQJ�VOPQYPJM{J[\]̂J��YUJXM}�YJ

ZV�WRS�Y�J{VWWJ�YOPJPYSVWQS�JOSJ�YWWJOSJOJWM�YPJYSQR�OQY�JRU}M�YJ

}MUQPR�VQRMUJ{PM�JXM}�YJ{MPJ[\]̂J�VYJQMJOUJOUUMVU}Y�JPYSQPV}�

QVPRU�ÏJ

r�YJYSQR�OQY�JS�OPYJRUJUYQJPYSVWQSJ{PM�JQ�YJt�ÔJwMUSV�YPJ

ÐYOWQ�}OPYJØMRUQJNYUQVPYJO�MVUQY�JQMJOJWMSSJM{J��uJ]ÙJ�RWWRMU�J

OSJRU}M�YJ{PM�JMZYPOQRMUSJ�OSJ�MPYJQ�OUJM~SYQJ��JRUQY�PO�

QRMUJ}�OP�YSÏJr�RSJYSQR�OQYJ�RWWJ�YJO�ØVSQY�J�OSY�JMUJO}QVOWJ

PYSVWQSJRUJQ�YJ�PSQJ�VOPQYPJM{J[\]ÖÏJsUJO��RQRMU�JRUJ[\]̂�J�YJ

�UOWRÓY�JQ�YJZVP}�OSYJZPR}YJOWWM}OQRMUJ{MPJQ�YJRUNYSQ�YUQJRUJ
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PM�OWQRYSÏJr�YJ��ußÙÏ]J�RWWRMUJ}MUSRSQSJM{J��uß̂Ï[̂J�RWWRMUJZOR�J

OQJ}WMSRU�JOU�JVZJQMJ��uß]ÏæJ�RWWRMUJRUJ{VQVPYJ�RWYSQMUYJZO��

�YUQSÏJr�YJ{ORPJNOWVYJM{JQ�YJ}MUQRU�YUQJ{VQVPYJ�RWYSQMUYSJOU�J

PM�OWQRYSJRSJ��uß]Ï\J�RWWRMU�JPYSVWQRU�JRUJOJ{ORPJNOWVYJM{J}MUSR��

YPOQRMUJPY}YRNY�JM{J��ußÖÏ[̂J�RWWRMUÏJsU}WV�Y�JRUJQ�RSJO�MVUQJ

RSJOJ��ußÍ̂ \J�RWWRMUJ�RWYSQMUYJZO��YUQJPY}YRNY�JRUJWOQYJ�OP}�J

[\]̂ÏJr�YJSOWYJM{JQ�RSJ�VSRUYSSJPYSVWQY�JRUJOJZPY�QOÜJ�ORUJM{J

��uß[ÏæJ�RWWRMUJ��R}�JRSJPY}MP�Y�JRUJMZYPOQRU�JRU}M�YJ{PM�J

�RS}MUQRUVY�JMZYPOQRMUSÏ

LMNOPQRSÊSJyO}}RUYSJRUèVYUÓOJ�VSRUYSSJRSJYÜ}WV�Y�J{PM�J

Q�YJt�ÔJyO}}RUYSJ�VSRUYSSJO}�VRSRQRMUÏJÐM�YNYP�Jt�ÔJYUQYPY�J

RUQMJOJ{VQVPYJMZQRMUJOPPOU�Y�YUQJ�RQ�JLMNOPQRSJRUJPYWOQRMUJQMJ

Q�YJyO}}RUYSJRUèVYUÓOJ�VSRUYSS�JZVPSVOUQJQMJ��R}�JLMNOPQRSJ

}MVW�J�ONYJVURWOQYPOWW�JPY�VRPY�Jt�ÔJQMJO}�VRPYJQ�YJYUQRPYJMPJ

}YPQORUJZOPQSJM{JRQSJyO}}RUYSJRUèVYUÓOJ�VSRUYSSJ{MPJ}MUSR�YP�

OQRMUJM{JVZJQMJ��uß[̂\J�RWWRMUJËQ�YJsUèVYUÓOJpVQJoZQRMUÌJR{JQ�YJ

�RNYSQ�YUQJQMJw�xJxR�RQY��JTVSQPOWROJËw�xÌ�J�RS}VSSY�J�YWM��J

�O�JUMQJ�YYUJ}M�ZWYQY�ÏJr�YJMZQRMUJZYPRM�J�OSJ]æJ�MUQ�SJ

{PM�JQ�YJ}WMSRU�J�OQYJM{JQ�YJt�ÔJQPOUSO}QRMU�J�VQJQYP�RUOQY�J

�RQ�JQ�YJSOWYJM{JQ�YJyO}}RUYSJRUèVYUÓOJ�VSRUYSSJQMJw�xJMUJåVW�J

Õ]�J[\]̂ÏJLMNOPQRSJZOR�Jt�ÔJOJ{YYJM{J��uß̂J�RWWRMUJRUJ}MUSR��

YPOQRMUJ{MPJQ�YJ�POUQJM{JQ�YJsUèVYUÓOJpVQJoZQRMUÏ
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LMNOPQRSJOU�Jt�ÔJO�PYY�JQMJ}PYOQYJOJ}M��RUY�J}MUSV�YPJ

�YOWQ�}OPYJ�VSRUYSSJQ�PMV��JOJØMRUQJNYUQVPYJ�YQ�YYUJLMNOPQRSJ

orwJOU�Jt�ÔJwMUSV�YPJÐYOWQ�}OPYÏJoUJ�OP}�J[�J[\]̂�JOJUY�J

YUQRQ�J�OSJ{MP�Y�JNROJ}MUQPR�VQRMUJM{J�VSRUYSSYSJ{PM�J�MQ�J

LMNOPQRSJOU�Jt�ÔÏJLMNOPQRSJ�OSJOJÕÖÏ̂×JRUQYPYSQJRUJQ�YJUY�W�J

}PYOQY�JYUQRQ�ÏJLMNOPQRSJ�OSJNOWVY�JQ�YJ}MUQPR�VQRMUJM{JÖÕÏ̂×J

M{JRQSJorwJuRNRSRMUJRUJYÜ}�OU�YJ{MPJÕÖÏ̂×JM{JQ�YJt�ÔJwMUSV�YPJ

ÐYOWQ�}OPYJ�VSRUYSSJOQJ{ORPJNOWVYÏJ�OSY�JMUJQ�YJYSQR�OQYSJM{J

Q�YJ{ORPJNOWVYSJYÜ}�OU�Y��JOUJRUNYSQ�YUQJRUJOUJOSSM}ROQY�J}M��

ZOU�JM{J��ußÙÏÖJ�RWWRMUJ�OSJPY}MP�Y�ÏJr�YJPYSVWQRU�JZPY�QOÜJ

�ORU�JUYQJM{JQPOUSO}QRMU�PYWOQY�J}MSQS�JM{J��uß̂ÏÎJ�RWWRMUJRSJ

PY}MP�Y�JRUJMZYPOQRU�JRU}M�YJ{PM�J�RS}MUQRUVY�JMZYPOQRMUSÏ

LMNOPQRSJ�OSJ{MVPJM{JYWYNYUJSYOQSJMUJQ�YJØMRUQJNYUQVPYJYUQR�

Q�ÊSJ�MOP�JM{JuRPY}QMPSÏJvVPQ�YP�MPY�JLMNOPQRSJ�OSJ}VSQM�OP�J

�RUMPRQ�JPR��QSJOU�JOWSMJYÜRQJPR��QSJOQJOJZPY��Y�UY��J�OP�

ÝYQ��OSY�JZPR}RU�J�Y}�OURS�Ï

r�YJRUNYSQ�YUQJRSJO}}MVUQY�J{MPJVSRU�JQ�YJY�VRQ�J�YQ�M�J

M{JO}}MVUQRU�JVSRU�JYSQR�OQY�JPYSVWQSJ{MPJQ�YJWOSQJ�VOPQYPJM{J

Q�YJ�YOPÏJTU�J�R~YPYU}YSJ�YQ�YYUJQ�RSJYSQR�OQYJOU�JO}QVOWJ

PYSVWQS�J��YUJONORWO�WY�J�RWWJ�YJO�ØVSQY�JRUJQ�YJtPMVZÊSJ[\]ÖJ

}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQSÏ
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r�YJt�ÔJQPOUSO}QRMUJPYSVWQY�JRUJ��uß\ÏÖJ�RWWRMUJM{JO��RQRMUOWJ

QPOUSO}QRMU�PYWOQY�J}MSQSJQ�OQJ�YPYJYÜZYUSY�Ï

�ñì÷ëìöêðî÷�'ðêï�� �

oUJo}QM�YPJ[Ö�J[\]Í�JLMNOPQRSJYUQYPY�JRUQMJOUJO�PYY�YUQJ�RQ�J

w�xJQMJSYWWJRQSJyO}}RUYSJRUèVYUÓOJ�VSRUYSSJQMJw�xJ{MPJ��uß[Ù̂J

�RWWRMUÏJqUQYPRU�JRUQMJQ�YJSYZOPOQYJ�RNYSQ�YUQJO�PYY�YUQJ�RQ�J

w�xJPYSVWQY�JRUJQ�YJyO}}RUYSJRUèVYUÓOJ�VSRUYSSJ�YRU�J}WOSSR�

�Y�JOSJOJSYZOPOQYJ�RSZMSOWJ�PMVZJ}MUSRSQRU�JM{JOJ�PMVZJM{J}OS�J

�YUYPOQRU�JVURQSJ�RQ�RUJQ�YJyO}}RUYSJuRNRSRMU�JPY�VRPRU�JQ�YJ

ZYP{MP�OU}YJM{JOJSYZOPOQYJNOWVOQRMUJM{JQ�YJyO}}RUYSJRUèVYUÓOJ

�VSRUYSSJUYQJOSSYQSÏJr�RSJQPR��YPY�JQ�YJPY}M�URQRMUJM{JOUJYÜ}YZ�

QRMUOWJR�ZORP�YUQJ}�OP�YJRUJ[\]ÍJM{J��uß]Ï]J�RWWRMU�JOSJQ�YJ

YSQR�OQY�JUYQJ�MMÝJNOWVYJM{JQ�YJyO}}RUYSJRUèVYUÓOJ�VSRUYSSJ

UYQJOSSYQSJ�OSJO�MNYJQ�YJ��uß[Ù̂J�RWWRMUJ}MUSR�YPOQRMUÏJr�YJ

QPOUSO}QRMUJ�RQ�Jw�xJ�OSJ}M�ZWYQY�JMUJåVW�JÕ]�J[\]̂�JPYSVWQ�

RU�JRUJOJZOPQROWJPYNYPSOWJM{JQ�YJR�ZORP�YUQJPY}MP�Y�JRUJ[\]ÍJRUJ

Q�YJO�MVUQJM{J��uß\Ï]J�RWWRMU�J��R}�JRSJRU}WV�Y�JRUJMZYPOQRU�J

RU}M�YJ{PM�J�RS}MUQRUVY�JMZYPOQRMUSÏJ
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oUJåVUYß[Î�J[\]̂JLMNOPQRSJYUQYPY�JRUQMJOUJO�PYY�YUQJQMJ

O}�VRPYJ�ZRUR{YÜJp�OP�O}YVQR}OWS�JsU}ÏJË�ZRUR{YÜÌ�JOJ��JOU�J

TVSQPOWROU��OSY��JZPRNOQYW�J�YW�J�YNYWMZ�YUQJSQO�YJ}M�ZOU��J

{M}VSY�JMUJ�YNYWMZRU�JOJZYPRZ�YPOWJOZZPMO}�JQMJQPYOQJUYVPM�

ZOQ�R}JZORUÏJr�YJQPOUSO}QRMUJ}WMSY�JMUJåVW�J[Í�J[\]̂�JOU�JQ�YJ

QMQOWJZVP}�OSYJ}MUSR�YPOQRMUJ�OSJ��ußÕ][J�RWWRMUÏJr�YJO�MVUQJ

}MUSRSQY�JM{JOUJRURQROWJ}OS�JZO��YUQJM{J��uß]ÎÖJ�RWWRMUJOU�J

Q�YJUYQJZPYSYUQJNOWVYJM{JQ�YJ}MUQRU�YUQJ}MUSR�YPOQRMUJM{J

��uß]]ÖJ�RWWRMUJ�VYJQMJZPYNRMVSJ�ZRUR{YÜJS�OPY�MW�YPS�J��R}�J

Q�Y�JOPYJYWR�R�WYJQMJPY}YRNYJVZMUJO}�RYNY�YUQJM{JSZY}R�Y�J�YNYW�

MZ�YUQJOU�J}M��YP}ROWRÓOQRMUJ�RWYSQMUYSÏJr�YJZVP}�OSYJZPR}YJ

OWWM}OQRMUJPYSVWQY�JRUJUYQJR�YUQR�O�WYJOSSYQSJM{J��uß[ÖÕJ�RW�

WRMUJOU�J�MM��RWWJM{J��ußÍÎJ�RWWRMUÏJXYSVWQSJM{JMZYPOQRMUSJSRU}YJ

Q�YJ�OQYJM{JO}�VRSRQRMUJ�YPYJUMQJ�OQYPROWÏ
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oUJo}QM�YPJ]Ö�J[\]̂�JLMNOPQRSJO}�VRPY�JT��VUYJr�YPOZYV�

QR}SJxxwJËT��VUYÌ�JOJ����OSY��JZPRNOQYW�J�YW�J}M�ZOU��J�PMO��
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YURU�JLMNOPQRSÊJZRZYWRUYJM{J}OU}YPJR��VUMQ�YPOZRYSÏJr�YJQMQOWJ

ZVP}�OSYJ}MUSR�YPOQRMUJO�MVUQY�JQMJ��uß[̂æJ�RWWRMUÏJr�RSJ

O�MVUQJ}MUSRSQSJM{JOUJRURQROWJ}OS�JZO��YUQJM{J��uß]Í\J�RWWRMUJ

OU�JQ�YJUYQJZPYSYUQJNOWVYJM{JQ�YJ}MUQRU�YUQJ}MUSR�YPOQRMUJM{J

��uß]]æJ�RWWRMUJ�VYJQMJT��VUYÊSJZPYNRMVSJM�UYPS�J��R}�JQ�Y�J

OPYJYWR�R�WYJQMJPY}YRNYJVZMUJQ�YJO}�RYNY�YUQJM{JSZY}R�Y�J�YNYW�

MZ�YUQJOU�J}M��YP}ROWRÓOQRMUJ�RWYSQMUYSÏJr�YJZVP}�OSYJZPR}YJ

OWWM}OQRMUJPYSVWQY�JRUJUYQJR�YUQR�O�WYJOSSYQSJM{J��uß[̂æJ�RW�

WRMUÏJLMJ�MM��RWWJ�OSJPY}M�URÓY�ÏJXYSVWQSJM{JMZYPOQRMUSJSRU}YJ

Q�YJ�OQYJM{JO}�VRSRQRMUJ�YPYJUMQJ�OQYPROWÏ
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oUJåOUVOP�JÎ�J[\]Í�JLMNOPQRSJ}M�ZWYQY�JQ�YJ�RNYSQ�YUQJM{JRQSJ

�WMM�JQPOUS{VSRMUJ�RO�UMSQR}SJVURQJQMJQ�YJ�ZOURS�J}M�ZOU�J

tPR{MWSJ�ÏTÏ�J{MPJ��uß]ÏÙJ�RWWRMUJRUJ}OS�ÏJr�YJZPY�QOÜJ�ORUJMUJ

Q�RSJQPOUSO}QRMUJ�OSJOZZPMÜR�OQYW�J��uß\ÏÎJ�RWWRMUJOU�J�OSJ

PY}MP�Y�JRUJMZYPOQRU�JRU}M�YJ{PM�J�RS}MUQRUVY�JMZYPOQRMUSÏ

����Û���¿����� �ú���[¿� ���������\]̂ _̀ab
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oUJvY�PVOP�J]Ù�J[\]Í�JLMNOPQRSJO}�VRPY�JOWWJM{JQ�YJMVQSQOU��

RU�JS�OPYSJM{JwM�QR�Jp�OP�O}YVQR}OWSJsU}Ï�JOJwO��PR��Y�J�OS�

SO}�VSYQQS�J����OSY��JZPRNOQYW�J�YW�J�RMQY}�UMWM��J}M�ZOU�J

{M}VSY�JMUJ�OPUYSSRU�JQ�YJR��VUYJS�SQY�JQMJYWR�RUOQYJ

R��VUY��WM}ÝRU�JSR�UOWSJ{PM�J}OU}YP�J{MPJOJQMQOWJZVP}�OSYJ

}MUSR�YPOQRMUJM{J��uß[ÍæJ�RWWRMUJËYÜ}WV�RU�J}OS�JO}�VRPY�ÌÏJ

r�RSJO�MVUQJ}MUSRSQSJM{JOUJRURQROWJ}OS�JZO��YUQJOU�JQ�YJUYQJ

ZPYSYUQJNOWVYJM{J}MUQRU�YUQJ}MUSR�YPOQRMUJM{J��uß]̂ÕJ�RWWRMUJ

�VYJQMJZPYNRMVSJwM�QR�JS�OPY�MW�YPS�J��R}�JQ�Y�JOPYJYWR�R�WYJ

QMJPY}YRNYJVZMUJQ�YJO}�RYNY�YUQJM{JSZY}R�Y�J�YNYWMZ�YUQJOU�J

}M��YP}ROWRÓOQRMUJ�RWYSQMUYSÏJr�YJZVP}�OSYJZPR}YJOWWM}OQRMUJ

PYSVWQY�JRUJUYQJR�YUQR�Y�JOSSYQSJM{J��uß]̂[J�RWWRMUJËYÜ}WV�RU�J

}OS�JO}�VRPY�ÌJOU�J�MM��RWWJM{J��ußÎÖJ�RWWRMUÏJXYSVWQSJM{JMZYP�

OQRMUSJSRU}YJQ�YJ�OQYJM{JO}�VRSRQRMUJ�YPYJUMQJ�OQYPROWÏ
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oUJTV�VSQĴ�J[\]Í�J�YP}ÝJçJwMÏ�J��TJ}M�ZWYQY�JOJQYU�YPJM~YPJ

{MPJs�YURÜÏJTSJOJPYSVWQ�JLMNOPQRSJ�RNYSQY�JRQSJ[[×JS�OPY�MW�RU�J

RUJs�YURÜJOU�JPYOWRÓY�JOJ�ORUJM{JOZZPMÜR�OQYW�J��uß\ÏæJ�RWWRMUJ

��R}�J�OSJPY}MP�Y�JRUJRU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSÏ
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#cdef_f\$

oUJo}QM�YPJ]Ö�J[\]Í�JTW}MUJO}�VRPY�JOWWJM{JQ�YJMVQSQOU�RU�J

S�OPYSJM{JzONYrY}�JOJZPRNOQYW�J�YW�J}M�ZOU��J{MPJ��ußÕ̂\J�RW�

WRMUJRUJ}OS�ÏJr�YJZVP}�OSYJZPR}YJOWWM}OQRMUJPYSVWQY�JRUJUYQJR�YU�

QR�Y�JOSSYQSJM{J��uß]æ\J�RWWRMUJOU�J�MM��RWWJM{J��uß]Ù\J�RW�

WRMUÏJXYSVWQSJM{JMZYPOQRMUSJSRU}YJQ�YJ�OQYJM{JO}�VRSRQRMUJ�YPYJ

UMQJ�OQYPROWÏ

����������ú�À�á� �Û��������� ����Û����

��������- ¡ ��Û���Á�#�� $� �������À��Á

oUJLMNY��YPĴ�J[\]Í�JLMNOPQRSJ�RNYSQY�JRQSJÍÕ×JS�OPY�MW�RU�J

RUJxr�JOU�JPYOWRÓY�JOJ�ORUJM{JOZZPMÜR�OQYW�J��uß\ÏÍJ�RWWRMUJ��R}�J

�OSJPY}MP�Y�JRUJRU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSÏJ
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vMWWM�RU�JQ�YJTZPRWJ[[�J[\]ÍJOUUMVU}Y�YUQJM{JQ�YJZMPQ{MWRMJ

QPOUS{MP�OQRMUJQPOUSO}QRMUSJ�RQ�JxRWW�JOU�Jt�Ô�JOSJ�YS}PR�Y�J

O�MNY�JLMNOPQRSJPYZMPQY�JQ�YJtPMVZÊSJ�UOU}ROWJSQOQY�YUQSJ{MPJ

Q�YJ}VPPYUQJOU�JZPRMPJ�YOPSJOSJÑ}MUQRUVRU�JMZYPOQRMUSÒJOU�J

Ñ�RS}MUQRUVY�JMZYPOQRMUSÒÏ

�î÷êð÷øð÷ù�îóéñìêðî÷ëJ}M�ZPRSYJQ�YJO}QRNRQRYSJM{JQ�YJp�OP�

�O}YVQR}OWS�JTW}MUJOU�J�OU�MÓJuRNRSRMUSJOU�JQ�YJ}MUQRUVRU�J

wMPZMPOQYJO}QRNRQRYSÏJwMUQRUVRU�JMZYPOQRMUSJOWSMJRU}WV�YJQ�YJ

PYSVWQSJ{PM�JoU}MWM��JOSSYQSJO}�VRPY�J{PM�Jt�ÔJOU�JQ�YJYSQR�

�OQY�JPYSVWQSJ{PM�JQ�YJÕÖÏ̂×JRUQYPYSQJRUJQ�YJt�ÔþLMNOPQRSJ

}MUSV�YPJ�YOWQ�}OPYJØMRUQJNYUQVPYJ{MPJQ�YJZYPRM�J{PM�J�OP}�J

[�J[\]̂JQMJuY}Y��YPJÕ]�J[\]̂JËQ�YJWOQQYPJPYZMPQY�JOSJZOPQJM{J

RU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSÌÏ

Àðëöî÷êð÷øéò�îóéñìêðî÷ëJRU}WV�YJRUJ[\]̂JQ�YJMZYPOQRMUOWJ

PYSVWQSJ{PM�JQ�YJyO}}RUYSJRUèVYUÓOJ�VSRUYSS�JZPRMPJQMJRQSJ�RNYSQ�

�YUQJQMJw�xJxR�RQY�JMUJåVW�JÕ]�J[\]̂�JOSJ�YWWJOSJPYSVWQSJ{PM�J

Q�YJyO}}RUYSJUMU�RUèVYUÓOJ�VSRUYSSJOU�JorwJ�VSRUYSSJVUQRWJ

�OP}�J[�J[\]̂ÏJoZYPOQRMUOWJPYSVWQSJ{PM�JQ�YJTUR�OWJÐYOWQ�J

�VSRUYSS�J��R}�J�OSJ�RNYSQY�JMUJåOUVOP�J]�J[\]̂�JRU}WV�YJMUW�J

Q�YJ�RNYSQ�YUQJ�ORUÏJ

uRS}MUQRUVY�JMZYPOQRMUSJRUJ[\]̂JOWSMJRU}WV�YJQ�YJYÜ}YZ�

QRMUOWJZPY�QOÜJ�ORUJM{J��uß][ÏÙJ�RWWRMUJ{PM�JQ�YJ�RNYSQ�YUQJM{J

TUR�OWJÐYOWQ�JË��ußÍÏÖJ�RWWRMUÌJOU�JQ�YJQPOUSO}QRMUSJ�RQ�Jt�ÔJ

Ë��uß[ÏæJ�RWWRMUJ{MPJQ�YJyO}}RUYSJUMU�RUèVYUÓOJ�VSRUYSSJOU�J

��uß̂ÏÎJ�RWWRMUJOPRSRU�J{PM�JQ�YJ}MUQPR�VQRMUJM{JLMNOPQRSJorwJ

RUQMJQ�YJt�ÔJwMUSV�YPJÐYOWQ�}OPYJØMRUQJNYUQVPYÌÏJsUJO��RQRMUJ

Q�YJt�ÔJQPOUSO}QRMUSJPYSVWQY�JRUJ��uß\ÏÖJ�RWWRMUJM{JO��RQRMUOWJ

QPOUSO}QRMU�PYWOQY�JYÜZYUSYSJPYZMPQY�JRUJwMPZMPOQYJ�RS}MUQRU�

VY�JMZYPOQRMUSÏ

sUJ[\]Í�J�RS}MUQRUVY�JMZYPOQRMUSJRU}WV�YJQ�YJPYSVWQSJM{JQ�YJ

yO}}RUYSJRUèVYUÓOJOU�JUMU�RUèVYUÓOJ�VSRUYSS�JorwJOU�JTUR�

�OWJÐYOWQ�J{MPJQ�YJ{VWWJ�YOPÏJXYSVWQSJOWSMJRU}WV�Y�JOUJYÜ}YZ�

QRMUOWJR�ZORP�YUQJ}�OP�YJM{J��uß]Ï]J�RWWRMUJ{MPJQ�YJyO}}RUYSJ

RUèVYUÓOJ�VSRUYSS�J��R}�J�OSJPY�V}Y�J��J��uß\Ï]J�RWWRMUJRUJ

[\]̂JVZMUJ}WMSRU�JM{JQ�YJw�xJQPOUSO}QRMUJOU�JOUJYÜ}YZQRMUOWJ

ZPY�QOÜJ�ORUJM{J��uß\ÏÎJ�RWWRMUJOPRSRU�J{PM�JQ�YJ��uß]ÏÙJ�RWWRMUJ

�RNYSQ�YUQJM{JQ�YJ�WMM�JQPOUS{VSRMUJ�RO�UMSQR}SJVURQJQMJtPR{MWSJ

�ÏTÏ�J}M�ZWYQY�JMUJåOUVOP�JÎ�J[\]ÍÏJ

qÜ}WV�Y�J{PM�J�RS}MUQRUVY�JMZYPOQRMUSJOPYJ}YPQORUJRUQYW�

WY}QVOWJZPMZYPQ�JPR��QSJOU�JPYWOQY�JMQ�YPJPYNYUVYSJM{JQ�YJyO}�

}RUYSJuRNRSRMU�J��R}�JOPYJPYQORUY�J��JLMNOPQRSJOU�JOPYJUM�J

PYZMPQY�JVU�YPJwMPZMPOQYJO}QRNRQRYSÏJ

TSJPY�VRPY�J��JsvX��JPYSVWQSJM{JQ�YJ�RS}MUQRUVY�JMZYPOQRMUSJ

YÜ}WV�YJOU�J{VPQ�YPJ�YZPY}ROQRMUJOU�JO�MPQRÓOQRMUJPYWOQY�JQMJ

�RS}MUQRUVY�JMZYPOQRMUSJ{PM�JQ�YJ�OQYJM{JQ�YJZMPQ{MWRMJQPOUS�

{MP�OQRMUJOUUMVU}Y�YUQJM{JTZPRWJ[[�J[\]ÍÏ
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LMNOPQRSJ�Y�UYSJ{PYYJ}OS�JèM�JOSJ}OS�JèM�J{PM�JMZYPOQRU�JO}QRNRQRYSJOU�J}OS�JèM�JOSSM}ROQY�J�RQ�JQ�YJJZVP}�OSYJMPJSOWYJM{J

ZPMZYPQ��JZWOUQJOU�JY�VRZ�YUQ�JRUQOU�R�WY�JMQ�YPJUMU�}VPPYUQJOU�J�UOU}ROWJOSSYQSÏJwOS�JèM�SJRUJ}MUUY}QRMUJ�RQ�JQ�YJO}�VRSR�

QRMUJMPJ�RNYSQ�YUQJM{JSV�SR�ROPRYS�JOSSM}ROQY�J}M�ZOURYSJOU�JUMU�}MUQPMWWRU�JRUQYPYSQSJRUJSV�SR�ROPRYSJOPYJUMQJQOÝYUJRUQMJO}}MVUQJ

QMJ�YQYP�RUYJ{PYYJ}OS�JèM�ÏJr�YJ{PYYJ}OS�JèM�J�YOSVPY�J��R}�JRSJOJUMU�svX�J�YOSVPY�JRSJ�RS}VSSY�J�MPYJMUJZO�YJ]Ö̂ ÏJr�YJ

{MWWM�RU�JRSJOJSV��OP�JM{JQ�YJ{PYYJ}OS�JèM�)

J [\]̂JJ [\]ÍJJ w�OU�YJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

�óéñìêð÷ù�ð÷öîõé�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� I�k��J� GG�nIkJ� ú���GG�J

XYNYPSOWJM{JUMU�}OS�JRQY�S	 		 		 J

ßßßuYZPY}ROQRMU�JO�MPQRÓOQRMUJOU�JR�ZORP�YUQSJ Ĵ̂Ù̂ JJ ÍJÙ̂]JJ æ[ÍJ

ßßßw�OU�YJRUJZPMNRSRMUSJOU�JMQ�YPJUMU�}VPPYUQJWRO�RWRQRYSJ ]JÖÍ[JJ ]JÍÎ\JJ ]̂[J

ßßßoQ�YPJ ãJÎÖJJ ][[JJ ãJ[]æJ

�óéñìêð÷ù�ð÷öîõé�ìòhøëêéò�ôîñ�÷î÷-öìëï�ðêéõë� G��nkIJ� G��m|�J� ú�G�H|mJ

sUQYPYSQJOU�JMQ�YPJ�UOU}ROWJPY}YRZQSJ ]J]æ\JJ ]J\ÖÙJJ ]]ÕJ

sUQYPYSQJOU�JMQ�YPJ�UOU}ROWJZO��YUQSJ ãJÖÖÎJJ ãJÖÎ[JJ [ÕJ

rOÜYSJZOR�J ãJ[JÍ̂ÍJJ ãJ[J]ÙÎJJ ãJ[Ù̂ J

pO��YUQSJMVQJM{JZPMNRSRMUSJOU�JMQ�YPJUYQJ}OS�J�MNY�YUQSJRUJUMU�}VPPYUQJWRO�RWRQRYSJ ãJ]J[\ÙJJ ãJ]J][̂ JJ ãJæ[J

w�OU�YJRUJRUNYUQMP�JOU�JQPO�YJPY}YRNO�WYSJWYSSJQPO�YJZO�O�WYSJ ãJÖ]ÙJJ ãJÙÕ]JJ ]]ÍJ

w�OU�YJRUJMQ�YPJUYQJ}VPPYUQJOSSYQSJOU�JMQ�YPJMZYPOQRU�J}OS�JèM�JRQY�SJ ãJ[ÍÖJJ ]\ÖJJ ãJÕ̂[J

�ìëï�&î'ë�ôñîõ�îóéñìêð÷ù�ìöêð,ðêðéë�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� G��nI|J� GH�IkIJ� ú�G�IGHJ

pVP}�OSYJM{JZPMZYPQ��JZWOUQJçJY�VRZ�YUQJ ãJ[JÕÖÙJJ ãJ[JÖ[ÍJJ [̂ÙJ

pVP}�OSYJM{JRUQOU�R�WYJOSSYQSJ ãJ]J]ÕæJJ ãJÙæ\JJ ãJÕ̂æJ

pVP}�OSYJM{J�UOU}ROWJOSSYQSJ ãJ[ÖÍJJ ãJ[ÕÎJJ ãJ[̂ J

pVP}�OSYJM{JMQ�YPJUMU�}VPPYUQJOSSYQSJ ãJæ[JJ ãJÖ\JJ ãJ[[J

pPM}YY�SJ{PM�JSOWYSJM{JZPMZYPQ��JZWOUQJçJY�VRZ�YUQJ [ÕÙJJ Ö\JJ ]ÙÙJ

pPM}YY�SJ{PM�JSOWYSJM{JRUQOU�R�WYJOSSYQSJ Ö[]JJ [ÍÖJJ ÕÙ̂ J

pPM}YY�SJ{PM�JSOWYSJM{J�UOU}ROWJOSSYQSJ ]ÖÖJJ ÍÕ]JJ ãJ[Ö̂ J

pPM}YY�SJ{PM�JSOWYSJM{JMQ�YPJUMU�}VPPYUQJOSSYQSJ ]JJ [JJ ãJ]J

�ñéé�öìëï�&î'�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� k��|kJ� Gn�kHmJ� ú�G���|J

vPYYJ}OS�JèM�J{PM�J�RS}MUQRUVY�JMZYPOQRMUSJ ãJ[Õ\JJ ãJ]Ù[JJ ãĴæJ

�ñéé�öìëï�&î'� k�n�kJ� Gn����J� ú�G��HHJ

� i � i � i

sUJ[\]̂�J{PYYJ}OS�JèM�J{PM�J}MUQRUVRU�JMZYPOQRMUSJ�Y}PYOSY�J

��J]̂×JQMJ��ußÎÏÕJ�RWWRMUJ}M�ZOPY�JQMJ��uß]\ÏÎJ�RWWRMUJRUJ

[\]ÍÏJr�RSJ�Y}PYOSYJ�OSJZPR�OPRW�J�VYJQMJQ�YJUY�OQRNYJ}VP�

PYU}�JR�ZO}QJMUJMZYPOQRMUSÏJr�YJZPRMPJ�YOPJOWSMJRU}WV�Y�J�R��YPJ

ZPM}YY�SJ{PM�JLMNOPQRSJyYUQVPYJvVU�J�RNYSQ�YUQSJOU�J}M��

�YP}ROWJSYQQWY�YUQSÏJrMQOWJ{PYYJ}OS�JèM�JRU}WV�RU�JQ�YJ}MUQRUV�

RU�JOU�J�RS}MUQRUVY�JMZYPOQRMUSJ�OSJ��ußÎÏ\J�RWWRMUJRUJ[\]̂J

}M�ZOPY�JQMJ��uß]\ÏæJ�RWWRMUJRUJ[\]ÍÏ
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r�YJ{MWWM�RU�JQO�WYSJSV��OPRÓYJQ�YJtPMVZÊSJ}OS�JèM�JOU�JUYQJ

�Y�Q)

J [\]̂JJ [\]ÍJJ w�OU�YJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

wOS�JèM�SJ{PM�JMZYPOQRU�JJ JJ JJ J

O}QRNRQRYSJ{PM�J}MUQRUVRU�JJ JJ JJ J

MZYPOQRMUSJ ][J\æ̂ JJ ]ÕJæÎæJJ ãJ]Jæ]ÕJ

wOS�JèM�SJVSY�JRUJRUNYSQRU�JJ JJ JJ J

O}QRNRQRYSJ{PM�J}MUQRUVRU�JJ JJ JJ J

MZYPOQRMUSJ ãJ]ÎJÖÖÖJJ ãJæJJ ãJ]ÎJÖ̂æJ

wOS�JèM�SJ{PM�JMZYPOQRU�JJ JJ JJ J

OU�JRUNYSQRU�JO}QRNRQRYSJ{PM�JJ JJ JJ J

�RS}MUQRUVY�JMZYPOQRMUSJ æJÖÎÍJJ æææJJ ÙJæ\ÖJ

wOS�JèM�SJVSY�JRUJJ JJ JJ J

�UOU}RU�JO}QRNRQRYSJ ãJÎJ]ÙÖJJ ãJæJ]ÍÙJJ ãJ]J\[ÎJ

wVPPYU}�JQPOUSWOQRMUJY~Y}QJJ JJ JJ J

MUJ}OS�JOU�JJ JJ JJ J

}OS�JY�VRNOWYUQSJ ãJ[æÖJJ ãJ[Î̂ JJ ÎJ

�éê�öïì÷ùé�ð÷�öìëï�ì÷ò�� J� J� J

öìëï�éYøð,ìíé÷êë� ú�I�HmkJ� ��HH�J� ú�Gm��I|J

w�OU�YJRUJ�OPÝYQO�WYJJ JJ JJ J

SY}VPRQRYS�J}M��M�RQRYS�JJ JJ JJ J

QR�YJ�YZMSRQSJOU�J�YPRNOQRNYJJ JJ JJ J

�UOU}ROWJRUSQPV�YUQSJ ãJÖÖJJ ãJ]JÖÎÖJJ ]JÖÕ\J

w�OU�YJRUJ}VPPYUQJOU�JJ JJ JJ J

UMU�}VPPYUQJ�UOU}ROWJJ JJ JJ J

�Y�QSJOU�J�YPRNOQRNYJJ JJ JJ J

�UOU}ROWJRUSQPV�YUQSJ ãJ]Ĵ[\JJ ãJ[JÕÎÕJJ æÙÕJ

�ïì÷ùé�ð÷�÷éê�òéüê� ú�k�kH|J� ���m�J� ú�G��GI�J

LYQJ�Y�QJOQJåOUVOP�J]J ãJÖĴÍÎJJ ãJæJÙÎÖJJ [J[ÍÙJ

�éê�òéüê�ìê�Àéöéõüéñ�HG� ú�G��mImJ� ú���|mkJ� ú�k�kH|J

tPMVZJUYQJ�Y�QJ}MUSRSQSJM{)

J [\]̂JJ [\]ÍJJ w�OU�YJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

wVPPYUQJ�UOU}ROWJ�Y�QSJJ JJ JJ J

OU�J�YPRNOQRNYJ�UOU}ROWJJ JJ JJ J

RUSQPV�YUQSJ ãĴJÖ\ÍJJ ãJÖJÖ][JJ ]J\\æJ

LMU�}VPPYUQJ�UOU}ROWJ�Y�QSJ ãJ]ÖJÕ[ÙJJ ãJ]ÕJÙÎÎJJ ãJ[Ĵ[æJ

�îêìí�û÷ì÷öðìí�òéüê� ú��G�kHGJ� ú��n�mGGJ� ú�G�|�nJ

xYSSJWR�VR�RQ�J J� JJ J

ßßßwOS�JOU�J}OS�JJ JJ JJ J

ßßßY�VRNOWYUQSJ ÍJÖÙÍJJ ]ÕJ\[ÕJJ ãJæJÕÍÎJ

ßßß�OPÝYQO�WYJSY}VPRQRYS�JJ JJ JJ J

ßßß}M��M�RQRYS�JQR�YJJ JJ JJ J

ßßß�YZMSRQSJOU�J�YPRNOQRNYJJ JJ JJ J

ßßß�UOU}ROWJRUSQPV�YUQSJ ÙÙÕJJ æÕÎJJ ãJÖÖJ

�îêìí�íðYøðòðê3� |�mm�J� GH�I��J� ú�I�mG|J

�éê�òéüê�ìê�Àéöéõüéñ�HG� ú�G��mImJ� ú���|mkJ� ú�k�kH|J

wOS�JèM�J{PM�JMZYPOQRU�JO}QRNRQRYSJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ

�Y}PYOSY�JQMJ��uß][Ï]J�RWWRMUJ{PM�J��uß]ÕÏÎJ�RWWRMUJRUJ[\]ÍÏ

r�YJ�Y}PYOSYJ�OSJZPR�OPRW�J�VYJQMJQ�YJUY�OQRNYJ}VPPYU}�J

R�ZO}QJMUJMZYPOQRMUSÏJr�YJZPRMPJ�YOPJOWSMJRU}WV�Y�J�R��YPJZPM�

}YY�SJ{PM�J}M��YP}ROWJSYQQWY�YUQSÏJ

r�YJ}OS�JMVQèM�J{MPJRUNYSQRU�JO}QRNRQRYSJ{PM�J}MUQRUVRU�J

MZYPOQRMUSJO�MVUQY�JQMJ��uß]ÎÏÙJ�RWWRMUJRUJ[\]̂ÏJr�RSJ�OSJZPR�

�OPRW�J�VYJQMJQ�YJMVQèM�JM{J��uß]ÖÏ̂J�RWWRMUJ{MPJO}�VRSRQRMUSJ

M{J�VSRUYSSYS�J�ORUW�JQ�YJMU}MWM��J�VSRUYSSJ{PM�Jt�ÔJ{MPJ

��uß]ÖÏ\J�RWWRMU�JQ�YJUYQJMVQèM�JM{J��uß[ÏæJ�RWWRMUJ{MPJQ�YJZVP�

}�OSYJM{JZPMZYPQ��JZWOUQJOU�JY�VRZ�YUQ�JRUQOU�R�WYJOU�JMQ�YPJ

UMU�}VPPYUQJOSSYQSJOU�JQ�YJUYQJMVQèM�JM{J��uß\ÏÕJ�RWWRMUJ{PM�J

Q�YJ}�OU�YJRUJ�OPÝYQO�WYJSY}VPRQRYSÏ

sUJ[\]Í�J}OS�JèM�SJVSY�JRUJRUNYSQRU�JO}QRNRQRYSJ{PM�J}MU�

QRUVRU�JMZYPOQRMUSJ�OSJOJS�OWWJUYQJMVQèM�JM{J��ußæJ�RWWRMUÏJ

r�RSJ�OSJZPR�OPRW�J�VYJQMJUYQJMVQèM�SJM{J��uß\ÏÕJ�RWWRMUJ{PM�J

Q�YJO}�VRSRQRMUJM{J�VSRUYSSYS�J��ußÕÏ\J�RWWRMUJ�ORUW�J{PM�JZVP�

}�OSYJM{JZPMZYPQ��JZWOUQJOU�JY�VRZ�YUQ�JM~SYQJ��J��uß]ÏÍJ�RW�

WRMUJM{JZPM}YY�SJ{PM�JQ�YJSOWYJM{JRUNYSQ�YUQSJRUJOSSM}ROQY�J

}M�ZOURYS�JZOPQR}VWOPW�Jxr�JxM��OUUJr�YPOZRY���SQY�YJTtJ

OU�Js�YURÜJp�OP�O}YVQR}OWS�JsU}ÏJOU�J��uß]ÏÎJ�RWWRMUJZPM}YY�SJ

{PM�JQ�YJUYQJSOWYJM{JMQ�YPJ�OPÝYQO�WYJSY}VPRQRYS�JRU}WV�RU�J

�OQVPRU�JWMU��QYP�J�YZMSRQSÏ

r�YJ}OS�JèM�SJVSY�JRUJ�UOU}RU�JO}QRNRQRYSJO�MVUQY�JQMJ

��ußÎÏ[J�RWWRMU�J}M�ZOPY�JQMJ��ußæÏ]J�RWWRMUJRUJ[\]ÍÏJr�YJ[\]̂J

O�MVUQJRU}WV�YSJOJ}OS�JMVQèM�JM{J��ußÖÏÖJ�RWWRMUJ{MPJQ�YJ�RN�

R�YU�JZO��YUQJOU�J��ußÍÏ̂J�RWWRMUJ{MPJQPYOSVP�JS�OPYJQPOUS�

O}QRMUS�JUYQÏJr�YJUYQJRUèM�J{PM�JQ�YJRU}PYOSYJRUJ}VPPYUQJOU�J

UMU�}VPPYUQJ�UOU}ROWJ�Y�QJM{J��uß[Ï\J�RWWRMUJ�OSJ�ORUW�J�VYJ

QMJQ�YJRSSVOU}YJM{JQ�PYYJ��RSSJ{POU}J�YUM�RUOQY�J�MU�SJ{MPJOJ

QMQOWJO�MVUQJM{J��uß]Ï̂J�RWWRMUJRUJQ�YJ�PSQJ�OW{JM{J[\]̂�JQ�YJ

RSSVOU}YJM{JQ�MJ��J�MWWOPJ�YUM�RUOQY�J�MU�SJQMQOWRU�J��ußÕÏ\J

�RWWRMUJRUJQ�YJ{MVPQ�J�VOPQYPJ[\]̂JOU�JQ�YJRU}PYOSYJRUJ}M��YP�

}ROWJZOZYPJMVQSQOU�RU�JM{J��uß\ÏÍJ�RWWRMU�JZOPQROWW�JM~SYQJ��J

Q�YJPYZO��YUQJOQJ�OQVPRQ�JM{JOJ��J�MWWOPJ�YUM�RUOQY�J�MU�J

M{J��uß[Ï\J�RWWRMUJOU�JOJ��RSSJ{POU}J�YUM�RUOQY�J�MU�JM{J

��uß\ÏÎJ�RWWRMUÏJsUJ[\]Í�JQ�YJ}OS�JMVQèM�SJRU}WV�Y�J��ußÖÏæJ

�RWWRMUJ{MPJQ�YJ�RNR�YU�JZO��YUQJOU�J��ußÍÏ̂J�RWWRMUJ{MPJQPYO�

SVP�JS�OPYJQPOUSO}QRMUS�JUYQÏJr�YSYJMVQèM�SJ�YPYJZOPQROWW�JM~�

SYQJ��JRU}PYOSYJRUJQ�YJ}VPPYUQJOU�JUMU�}VPPYUQJ�UOU}ROWJ�Y�QJ

M{J��ußÕÏÕJ�RWWRMUÏJ

r�YJUYQJ}OS�JRUèM�SJ{PM�J�RS}MUQRUVY�JMZYPOQRMUSJM{J

��ußæÏÙJ�RWWRMUJRUJ[\]̂J�YPYJ�ORUW�J�PRNYUJ��JQ�YJUYQJZPM}YY�SJ

M{J��ußæÏÎJ�RWWRMUJ{PM�JQ�YJ�RNYSQ�YUQSJRUJ}MUUY}QRMUJ�RQ�JQ�YJ

ZMPQ{MWRMJQPOUS{MP�OQRMUJQPOUSO}QRMUSÏJsUJ[\]Í�JQ�YJUYQJ}OS�J

RUèM�JM{J��uß\ÏÎJ�RWWRMUJ}MUSRSQY�J�ORUW�JM{JZPM}YY�SJ{PM�J

Q�YJ�RNYSQ�YUQJM{JQ�YJ�WMM�JQPOUS{VSRMUJ�RO�UMSQR}SJVURQJQMJtPR�

{MWSJ�ÏTÏ

rMQOWJ�UOU}ROWJ�Y�Q�JRU}WV�RU�J�YPRNOQRNYS�JO�MVUQY�JQMJ

��uß[]ÏÎJ�RWWRMUJOQJuY}Y��YPJÕ]�J[\]̂J}M�ZOPY�JQMJ��uß[\ÏÍJ

�RWWRMUJOQJuY}Y��YPJÕ]�J[\]ÍÏJ

LMU�}VPPYUQJ�UOU}ROWJ�Y�QJRU}PYOSY�J��J��uß[Ï̂J�RWWRMUJQMJ

��uß]ÖÏÕJ�RWWRMUJOQJuY}Y��YPJÕ]�J[\]̂�J{PM�J��uß]ÕÏæJ�RWWRMUJ

OQJuY}Y��YPJÕ]�J[\]ÍÏJr�YJRU}PYOSYJ�OSJ�ORUW�J�VYJQMJQ�YJ

RSSVOU}YJM{JQ�PYYJ��RSSJ{POU}J�YUM�RUOQY�J�MU�SJ{MPJOJQMQOWJ

O�MVUQJM{J��uß]Ï̂J�RWWRMUJOU�JQ�YJRSSVOU}YJM{JQ�MJ��J�MWWOPJ

�YUM�RUOQY�J�MU�SJ{MPJOJQMQOWJM{J��ußÕÏ\J�RWWRMU�JZOPQROWW�JM~�

SYQJ��JQ�YJPY}WOSSR�}OQRMUJQMJ}VPPYUQJ�UOU}ROWJ�Y�QJM{JOJYVPMJ

�YUM�RUOQY�J�MU�JM{J��uß]ÏÖJ�RWWRMUÏJJ

wVPPYUQJ�UOU}ROWJ�Y�QJ�Y}PYOSY�J��J��uß]Ï\J�RWWRMUJQMJ

��uß̂ÏÖJ�RWWRMUJOQJuY}Y��YPJÕ]�J[\]̂�J{PM�J��ußÖÏÖJ�RWWRMUJOQJ

uY}Y��YPJÕ]�J[\]ÍÏJr�YJ�Y}PYOSYJ�OSJ�ORUW�J�VYJQMJPYZO��

�YUQJOQJ�OQVPRQ�JM{JOJ��J�MWWOPJ�YUM�RUOQY�J�MU�JM{J��uß[Ï\J

�RWWRMUJOU�JOJ��RSSJ{POU}J�YUM�RUOQY�J�MU�JM{J��uß\ÏÎJ�RWWRMU�J

ZOPQROWW�JM~SYQJ��JQ�YJPY}WOSSR�}OQRMUJ{PM�JUMU�}VPPYUQJ�UOU�

}ROWJ�Y�QJM{JQ�YJ��uß]ÏÖJ�RWWRMUJYVPMJ�YUM�RUOQY�J�MU�J�YU�

QRMUY�JO�MNYÏ
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oNYPOWWJ}VPPYUQJ�UOU}ROWJ�Y�QJ}MUSRSQSJM{JQ�YJ}VPPYUQJZMP�

QRMUJM{JUMU�}VPPYUQJ�Y�QJM{J��uß]ÏÙJ�RWWRMUJOU�JMQ�YPJS�MPQ�

QYP�J�MPPM�RU�SJËRU}WV�RU�J�YPRNOQRNYSJOU�J}M��YP}ROWJZOZYPÌJ

M{J��ußÕÏÎJ�RWWRMUÏJtPMVZJUYQJ�Y�QJRU}PYOSY�JQMJ��uß]ÖÏ̂J�RW�

WRMUJOQJQ�YJYU�JM{J[\]̂J}M�ZOPY�JQMJ��ußÖÏ̂J�RWWRMUJOQJQ�YJYU�J

M{J[\]ÍÏ

LMNOPQRSJ�OSJQ�MJ��J}M��YP}ROWJZOZYPJZPM�PO�SJVU�YPJ

��R}�JRQJ}OUJRSSVYJVZJQMJ��ußÎJ�RWWRMUJRUJQ�YJO��PY�OQYJM{JVUSY�

}VPY�J}M��YP}ROWJZOZYPJUMQYSÏJLMNOPQRSJOWSMJ�OSJOJåOZOUYSYJ

}M��YP}ROWJZOZYPJZPM�PO�JVU�YPJ��R}�JRQJ}OUJRSSVYJVZJQMJåp�J

]̂\J�RWWRMUJËOZZPMÜR�OQYW�J��uß]Ï[̂J�RWWRMUÌJM{JVUSY}VPY�J}M��

�YP}ROWJZOZYPJUMQYSÏJwM��YP}ROWJZOZYPJUMQYSJQMQOWRU�J��uß]Ï]J

�RWWRMUJVU�YPJQ�YSYJQ�PYYJZPM�PO�SJ�YPYJMVQSQOU�RU�JOSJZYPJ

uY}Y��YPJÕ]�J[\]̂ÏJLMNOPQRSJ{VPQ�YPJ�OSJOJ}M��RQQY�J}PY�RQJ

{O}RWRQ�JM{J��ußÖJ�RWWRMU�JYUQYPY�JRUQMJMUJ�YZQY��YPJ[Õ�J[\]̂ÏJ

r�RSJ}PY�RQJ{O}RWRQ�JRSJZPMNR�Y�J��JOJS�U�R}OQYJM{J�OUÝSJOU�JRSJ

RUQYU�Y�JQMJ�YJVSY�JOSJOJ�O}ÝSQMZJ{MPJQ�YJ��J}M��YP}ROWJZOZYPJ

ZPM�PO�SÏJsQJ�OQVPYSJRUJ�YZQY��YPJ[\[\JOU�J�OSJVU�PO�UJ

OSJZYPJuY}Y��YPJÕ]�J[\]̂Ï

r�YJWMU��QYP�J}PY�RQJPOQRU�J{MPJQ�YJ}M�ZOU�J}MUQRUVYSJQMJ

�YJ�MV�WY�TJË�MM��ÊSJTOÕ+J�QOU�OP�JçJpMMPÊSJTTã+JvRQ}�JTTÌÏ

zYJOPYJUMQJO�OPYJM{JSR�UR�}OUQJ�Y�OU�SJQMJ}�OU�YJMVPJ

WYNYWJM{JWR�VR�RQ�JUYY�Y�JQMJSVZZMPQJMVPJUMP�OWJ�VSRUYSSJ

JO}QRNRQRYSÏJzYJ�OÝYJVSYJM{JNOPRMVSJ�MPPM�RU�J{O}RWRQRYSJZPMNR�Y�J

��JSYNYPOWJ�UOU}ROWJRUSQRQVQRMUSÏJzYJOWSMJSV}}YSS{VWW�JRSSVY�J

NOPRMVSJ�MU�SJRUJ[\\Î�J[\]\�J[\][�J[\]ÍJOU�J[\]̂JOU�JPORSY�J

{VU�SJQ�PMV��JMVPJ}M��YP}ROWJZOZYPJZPM�PO�SÏJsUJO��RQRMU�J

PYNYPSYJPYZVP}�OSRU�JO�PYY�YUQSJOPYJ}MUQPO}QY�JOU�JLMNOPQRSJ

�OSJYUQYPY�JRUQMJ}PY�RQJSVZZMPQJO�PYY�YUQSJ�RQ�JNOPRMVSJ�OUÝSJ

{MPJ�YPRNOQRNYJQPOUSO}QRMUSÏ

TUJMNYPNRY�JM{JMVPJ}VPPYUQJ�UOU}ROWJ�Y�QJOU�JPYWOQY�JRUQYPYSQJPOQYSJRSJSYQJ{MPQ�J�YWM�)

J JJ TNYPO�YJJJ TNYPO�YJJ TNYPO�YJJJ �OÜR�V�J

J JJ RUQYPYSQJPOQYJJ �OWOU}YJJ RUQYPYSQJPOQYJJ �OWOU}YJ

J uY}Y��YPJÕ]JJ OQJ�YOPJYU�JJ�VPRU�JQ�YJ�YOPJJ�VPRU�JQ�YJ�YOPJJ�VPRU�JQ�YJ�YOPJ

J ��uJ�RWWRMUSJJ ×JJ ��uJ�RWWRMUSJJ ×JJ ��uJ�RWWRMUSJ

�nG|J JJ JJ JJ JJ J

sUQYPYSQ��YOPRU�JO}}MVUQSJM{JOSSM}ROQYSJZO�O�WYJMUJ�Y�OU�J ]JÖÍ̂ JJ \ÏÖ[JJ ]JÙ[\JJ \Ï̂ÎJJ ]Jæ\ÕJ

oQ�YPJ�OUÝJOU�J�UOU}ROWJ�Y�QJ ]J]æ̂ JJ Ï̂ÎæJJ ]J[æ\JJ Ï̂̂ÍJJ [JÙæ̂ J

wM��YP}ROWJZOZYPJ ]J\æ̂ JJ \ÏÖ[JJ ÕĴÍ̂ JJ \Ï]ÎJJ ĴÖæÖJ

wVPPYUQJZMPQRMUJM{JUMU�}VPPYUQJ�UOU}ROWJ�Y�QJ ]JÖ̂ÎJJ UOJJ ]JÎ]ÖJJ UOJJ ÕJ\ÍÍJ

vORPJNOWVYJM{J�YPRNOQRNYJ�UOU}ROWJRUSQPV�YUQSJ Õ\JJ UOJJ ÙÎJJ UOJJ ]ææJ

�îêìí�öøññé÷ê�û÷ì÷öðìí�òéüê� |��nmJ� J� I�|mnJ� J� GH�|n�J

�nGmJ JJ JJ JJ JJ J

sUQYPYSQ��YOPRU�JO}}MVUQSJM{JOSSM}ROQYSJZO�O�WYJMUJ�Y�OU�J ]JÖ̂]JJ ]Ï\\JJ ]JÙÎ[JJ ]Ï\\JJ ]JæÎ]J

oQ�YPJ�OUÝJOU�J�UOU}ROWJ�Y�QJ ]J[Ù[JJ Ï̂Õ[JJ ]ĴÕÙJJ ÍÏÍ\JJ [J\ÙÍJ

wM��YP}ROWJZOZYPJ ÖÍæJJ \Ï[ÖJJ ]J[Ö\JJ \Ï]ÕJJ ÕJ\ÙÖJ

wVPPYUQJZMPQRMUJM{JUMU�}VPPYUQJ�UOU}ROWJ�Y�QJ [JÎæÎJJ UOJJ [ĴÖ̂ JJ UOJJ ÕĴ\\J

vORPJNOWVYJM{J�YPRNOQRNYJ�UOU}ROWJRUSQPV�YUQSJ [̂JJ UOJJ \̂JJ UOJJ Î[J

�îêìí�öøññé÷ê�û÷ì÷öðìí�òéüê� ���G�J� J� ���nmJ� J� Gn��HHJ

UOJ(JUMQJOZZWR}O�WYJMPJONORWO�WY

sUQYPYSQJ�YOPRU�JO}}MVUQSJM{JOSSM}ROQYSJZO�O�WYJMUJ�Y�OU�JPYWOQYJQMJY�ZWM�YYJ�YZMSRQSJRUJwÐvJ{PM�JQ�YJ}M�ZYUSOQRMUJM{J

JOSSM}ROQYSJY�ZWM�Y�J��J��RSSJYUQRQRYSJËuY}Y��YPJÕ]�J[\]̂JRUQYPYSQJPOQY)J\Ï̂×ÌÏJoQ�YPJ�OUÝJOU�J�UOU}ROWJ�Y�QJPY{YPJQMJVSVOWJ

WYU�RU�JOU�JJMNYP�PO{QJ{O}RWRQRYSÏ
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r�YJ�OQVPRQ�JS}�Y�VWYJM{JMVPJUYQJ�Y�QJRSJOSJ{MWWM�S)

J JJuVYJWOQYPJQ�OUJJJuVYJWOQYPJQ�OUJJuVYJWOQYPJQ�OUJJJ JJ J

J JJ MUYJ�MUQ�JJJJQ�PYYJ�MUQ�SJJJ MUYJ�YOPJJJ JJ J

J uVYJ�RQ�RUJJJ �VQJWYSSJQ�OUJJJ �VQJWYSSJQ�OUJJJ �VQJWYSSJQ�OUJJJ uVYJO{QYPJJJ J

J MUYJ�MUQ�JJJQ�PYYJ�MUQ�SJJ MUYJ�YOPJJ �NYJ�YOPSJJ �NYJ�YOPSJJJ rMQOWJ

uY}Y��YPJÕ]�J[\]̂J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

�øññé÷ê�ìëëéêë� J� J� J� J� J� J

�OPÝYQO�WYJSY}VPRQRYSJOU�JQR�YJ�YZMSRQSJ [[JJ ]]JJ [\\JJ [ÍÙJJ Ö[JJ Í̂[J

wM��M�RQRYSJ JJ JJ JJ JJ æÖJJ æÖJ

uYPRNOQRNYJ�UOU}ROWJRUSQPV�YUQSJOU�JO}}PVY�JRUQYPYSQJ Í\JJ ÖÙJJ ÕæJJ JJ JJ ]Í̂ J

wOS�JOU�J}OS�JY�VRNOWYUQSJ ÍJÖÙÍJJ JJ JJ JJ JJ ÍJÖÙÍJ

�îêìí�öøññé÷ê�û÷ì÷öðìí�ìëëéêë� m��H�J� �IJ� �HIJ� �m�J� GmIJ� |�mm�J

J JJ JJ JJ JJ JJ J

�î÷-öøññé÷ê�íðìüðíðêðéë� J� J� J� J� J� J

vRUOU}ROWJ�Y�QJ JJ JJ JJ ãJÍJÖÖÍJJ ãJ]]JÖÖÕJJ ãJ]ÖJÕ[ÙJ

k��������	����	!	������
�����	 		 		 		 !	�	l�l		 !	��	���		 !	�l	���J

�îêìí�÷î÷-öøññé÷ê�û÷ì÷öðìí�òéüê� J� J� J� ú�m���mJ� ú�GG���HJ� ú�G��H��J

J JJ JJ JJ JJ JJ J

�øññé÷ê�íðìüðíðêðéë� J� J� J� J� J� J

vRUOU}ROWJ�Y�QJ ãJÕJ[̂æJJ ãJ[æÎJJ ãJ[J\[ÙJJ JJ JJ ãĴĴÙÍJ

k��������	����	!	������
�����	 !	�	�1�		 !	���		 !	�	���		 		 		 !	1	1�1J

uYPRNOQRNYJ�UOU}ROWJRUSQPV�YUQSJ ãJæJJ ãJ[\JJ ãJ[JJ JJ JJ ãJÕ\J

�îêìí�öøññé÷ê�û÷ì÷öðìí�òéüê� ú�H����J� ú�HnkJ� ú���n�kJ� J� J� ú�|��nmJ

J JJ JJ JJ JJ JJ J

�éê�òéüê� G�m�nJ� ú��HGJ� ú�G��kGJ� ú�m�mG�J� ú�GG�|G|J� ú�G��mImJ

J JJuVYJWOQYPJQ�OUJJJuVYJWOQYPJQ�OUJJuVYJWOQYPJQ�OUJJJ JJ J

J JJ MUYJ�MUQ�JJJJQ�PYYJ�MUQ�SJJJ MUYJ�YOPJJJ JJ J

J uVYJ�RQ�RUJJJ �VQJWYSSJQ�OUJJJ �VQJWYSSJQ�OUJJJ �VQJWYSSJQ�OUJJJ uVYJO{QYPJJJ J

J MUYJ�MUQ�JJJQ�PYYJ�MUQ�SJJ MUYJ�YOPJJ �NYJ�YOPSJJ �NYJ�YOPSJJJ rMQOWJ

uY}Y��YPJÕ]�J[\]ÍJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

�øññé÷ê�ìëëéêë� J� J� J� J� J� J

�OPÝYQO�WYJSY}VPRQRYSJOU�JQR�YJ�YZMSRQSJ []JJ ÖæJJ ÕÙJJ ]æ]JJ ÙÖJJ ÕæÕJ

wM��M�RQRYSJ ÎÙJJ JJ JJ JJ JJ ÎÙJ

uYPRNOQRNYJ�UOU}ROWJRUSQPV�YUQSJOU�JO}}PVY�JRUQYPYSQJ ]Ö]JJ ][ÖJJ Ù[JJ JJ JJ Õ̂ÎJ

wOS�JOU�J}OS�JY�VRNOWYUQSJ ÎJÖ[ÕJJ ÕJÍ\\JJ JJ JJ JJ ]ÕJ\[ÕJ

�îêìí�öøññé÷ê�û÷ì÷öðìí�ìëëéêë� k�kn�J� H�|kmJ� GnkJ� GIGJ� ��J� GH�I��J

J JJ JJ JJ JJ JJ J

�î÷-öøññé÷ê�íðìüðíðêðéë� J� J� J� J� J� J

vRUOU}ROWJ�Y�QJ JJ JJ JJ ãĴJÍ[ÕJJ ãJæJÕÙÖJJ ãJ]ÕJÙÎÎJ

k��������	����	!	������
�����	 		 		 		 !	1	���		 !	�	���		 !	��	���J

�îêìí�÷î÷-öøññé÷ê�û÷ì÷öðìí�òéüê� J� J� J� ú�|�m�HJ� ú�I�H��J� ú�GH��kkJ

J JJ JJ JJ JJ JJ J

�øññé÷ê�íðìüðíðêðéë� J� J� J� J� J� J

vRUOU}ROWJ�Y�QJ ãJ[JÖÙæJJ ãJÕÕ̂ JJ ãJÕĴÍÙJJ JJ JJ ãJÖĴÖ\J

k��������	����	!	������
�����	 !	�	l��		 !	��1		 !	�	1��		 		 		 !	l	1l�	

uYPRNOQRNYJ�UOU}ROWJRUSQPV�YUQSJ ãJ]æJJ ãJÕ[JJ ãJ[JJ JJ JJ ãĴ[J

�îêìí�öøññé÷ê�û÷ì÷öðìí�òéüê� ú����k�J� ú�H��J� ú�H�|mkJ� J� J� ú����G�J

J JJ JJ JJ JJ JJ J

�éê�òéüê� ���n�J� H����J� ú�H�mmnJ� ú�|��m�J� ú�I�HnnJ� ú���|mkJ
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r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOJ�PYOÝ�M�UJM{JWR�VR�RQ�JOU�J

J�UOU}ROWJ�Y�QJ��J}VPPYU}�)

��[¿�À��¡���À�����������À�"��"¡��¿�����¡�
ËOSJM{JuY}Y��YPJÕ]Ì

J JJ JJ vRUOU}ROWJJ vRUOU}ROWJ

J xR�VR�RQ�JJ xR�VR�RQ�JJ �Y�QJRUJ×JJ �Y�QJRUJ×J

J RUJ×J[\]̂JJ]J RUJ×J[\]ÍJJ]J [\]̂JJ[J [\]ÍJJ[

��uJ \̂JJ æ\JJ ÖÍJJ Î̂J

q�XJ ]ÖJJ ]JJ ]ÍJJ ]ÙJ

wÐvJ ]ÕJJ ]\JJ ]ÍJJ ]ÕJ

åp�J ]JJ JJ ^JJ æJ

oQ�YPJ [\JJ ÎJJ ÕJJ ÕJ

J ]\\JJ ]\\JJ ]\\JJ ]\\J

]JxR�VR�RQ�JRU}WV�YSJ}OS�JOU�J}OS�JY�VRNOWYUQS�J�OPÝYQO�WYJSY}VPRQRYS�J}M��M�RQRYSJ

OU�JQR�YJ�YZMSRQSÏ
[JvRUOU}ROWJ�Y�QJRU}WV�YSJUMU�}VPPYUQJOU�J}VPPYUQJ�UOU}ROWJ�Y�QÏ

c®¦́«£̈´̧£©e®¹©¥§£́¥®¦
r�YJ{MWWM�RU�JQO�WYJSV��OPRÓYSJQ�YJtPMVZÊSJ}MUQPO}QVOWJM�WR�OQRMUSJOU�JMQ�YPJ}M��YP}ROWJ}M��RQ�YUQS�JOSJ�YWWJOSJQ�YJY~Y}QJ

Q�YSYJJM�WR�OQRMUSJOU�J}M��RQ�YUQSJOPYJYÜZY}QY�JQMJ�ONYJMUJQ�YJtPMVZÊSJWR�VR�RQ�JOU�J}OS�JèM�JRUJ{VQVPYJZYPRM�S)

J pO��YUQSJ�VYJ��JZYPRM�

J JJ xYSSJQ�OUJJ JJ JJ T{QYPJ

J rMQOWJJ ]J�YOPJJ [ãÕJ�YOPSJJ Íã̂J�YOPSJJ Ĵ�YOPSJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

LMU�}VPPYUQJ�UOU}ROWJ�Y�Q�JRU}WV�RU�J}VPPYUQJZMPQRMU� G��kI�JJ ]JÖ̂ÎJJ \̂̂ JJ ĴÍÖ\JJ ]\JÕÖ[J

oZYPOQRU�JWYOSYS� ��kk�JJ [ÙÕJJ ÕÕ̂ JJ [\ÙJJ [J]æ]J

�U{VU�Y�JZYUSRMUSJOU�JMQ�YPJZMSQ�Y�ZWM��YUQJ�YUY�QJZWOUS� ��G�|JJ ]]ÕJJ [ÕÍJJ [̂]JJ ]ĴÖÙJ

XYSYOP}�JçJuYNYWMZ�YUQ� JJ JJ JJ JJ J

ßßß�U}MU�RQRMUOWJ}M��RQ�YUQS� �|nJJ ææJJ ]ÍÙJJ [Ö̂ JJ ]̂\J

ßßßpMQYUQROWJ�RWYSQMUYJ}M��RQ�YUQS� ��mn|JJ Ö\]JJ Ùæ]JJ Ö[ÖJJ ÕÎÙJ

pVP}�OSYJ}M��RQ�YUQS� JJ JJ JJ JJ J

ßßßpPMZYPQ��JZWOUQJçJY�VRZ�YUQ� H|kJJ Õ\ÍJJ ^̂ JJ JJ J

�îêìí�öî÷êñìöêøìí�öìëï�îüíðùìêðî÷ë� ���|�GJ� H�nHIJ� ��n|�J� ��InkJ� Gm��|�J

r�YJtPMVZJRUQYU�SJQMJ{VU�JQ�YJXçuJOU�JZVP}�OSYJ}M��RQ�YUQSJ�RQ�JRUQYPUOWW�J�YUYPOQY�JPYSMVP}YSÏ
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ģ΅̧ £́¥®¦

zYJQPOUSO}QJMVPJ�VSRUYSSJRUJ�OU�J}VPPYU}RYSJMQ�YPJQ�OUJQ�YJ

��J�MWWOP�JMVPJPYZMPQRU�J}VPPYU}�Ï

r�YJ{MWWM�RU�JZPMNR�YSJOUJMNYPNRY�JM{JUYQJSOWYSJOU�JMZYP�

OQRU�JYÜZYUSYSJ{MPJMVPJ}MUQRUVRU�JMZYPOQRMUSJ�OSY�JMUJsvX�J

NOWVYSJ{MPJ[\]̂JOU�J[\]ÍJ{MPJ}VPPYU}RYSJ�MSQJR�ZMPQOUQJQMJ

Q�YJtPMVZ)

J [\]̂J [\]Í

J JJoZYPOQRU�JJ JJoZYPOQRU�J

J LYQJSOWYSJJYÜZYUSYSJJLYQJSOWYSJJYÜZYUSYSJ

wVPPYU}�J ×JJ ×JJ ×JJ ×J

��J�MWWOPJË��uÌJ Í\JJ Í[JJ ÕÖJJ ÕÎJ

qVPMJËq�XÌJ [ÍJJ [ÕJJ [ÖJJ [̂ J

��RSSJ{POU}JËwÐvÌJ [JJ ]ÕJJ [JJ ]ÕJ

åOZOUYSYJ�YUJËåp�ÌJ ÖJJ ÍJJ ÙJJ ^J

w�RUYSYJ�VOUJËwL�ÌJ ÍJJ ÕJJ ÕJJ ÕJ

�PRQRS�JZMVU�JËt�pÌJ ÕJJ ÕJJ ÕJJ [J

wOUO�ROUJ�MWWOPJËwTuÌJ ÕJJ ]JJ ÕJJ ]J

�POÓRWROUJPYOWJË�XxÌJ [JJ [JJ [JJ [J

TVSQPOWROUJ�MWWOPJËT�uÌJ [JJ ]JJ [JJ ]J

XVSSROUJPV�WYJËX��ÌJ ]JJ ]JJ [JJ ]J

oQ�YPJ}VPPYU}RYSJ ]ÕJJ ÙJJ ]ÍJJ æJ

oZYPOQRU�JYÜZYUSYSJRUJQ�YJO�MNYJQO�WYJRU}WV�YJwMSQJM{J�MM�SJ

SMW��J�OPÝYQRU�JçJ�OWYS�JXYSYOP}�JçJuYNYWMZ�YUQ�JtYUYPOWJçJ

T��RURSQPOQRMU�JoQ�YPJRU}M�YJOU�JoQ�YPJYÜZYUSYÏ

zYJZPYZOPYJMVPJ}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQSJRUJ��J

J�MWWOPSÏJTSJOJPYSVWQ�JèV}QVOQRMUSJRUJQ�YJYÜ}�OU�YJPOQYSJ�YQ�YYUJ

Q�YJ��J�MWWOPJOU�JMQ�YPJ}VPPYU}RYSJ}OUJ�ONYJOJSR�UR�}OUQJY~Y}QJ

MUJ�MQ�JQ�YJtPMVZÊSJPYSVWQSJM{JMZYPOQRMUSJOSJ�YWWJOSJMUJQ�YJ

PYZMPQY�JNOWVYJM{JMVPJOSSYQS�JWRO�RWRQRYSJOU�J}OS�JèM�SÏJr�RSJRUJ

QVPUJ�O�JSR�UR�}OUQW�JO~Y}QJPYZMPQY�JYOPURU�SJË�MQ�JZMSRQRNYW�J

OU�JJUY�OQRNYW�ÌJOU�JQ�YJ}M�ZOPO�RWRQ�JM{JZYPRM��QM�ZYPRM�J

PYSVWQSJM{JMZYPOQRMUSÏ

vMPJZVPZMSYSJM{JMVPJ}MUSMWR�OQY�J�OWOU}YJS�YYQS�J�YJQPOUS�

WOQYJOSSYQSJOU�JWRO�RWRQRYSJ�YUM�RUOQY�JRUJMQ�YPJ}VPPYU}RYSJRUQMJ

��J�MWWOPSJOQJQ�YJZPYNORWRU�J�OPÝYQJYÜ}�OU�YJPOQYSJOSJM{JQ�YJ

PYWYNOUQJ�OWOU}YJS�YYQJ�OQYÏJvMPJZVPZMSYSJM{JQ�YJtPMVZÊSJ}MU�

SMWR�OQY�JRU}M�YJOU�J}OS�JèM�JSQOQY�YUQS�JPYNYUVY�JYÜZYUSYJ

OU�J}OS�JèM�JRQY�SJRUJWM}OWJ}VPPYU}RYSJOPYJQPOUSWOQY�JRUQMJ��J

�MWWOPSJOQJONYPO�YJYÜ}�OU�YJPOQYSJZPYNORWRU�J�VPRU�JQ�YJPYWY�

NOUQJZYPRM�ÏJTSJOJPYSVWQ�JYNYUJR{JQ�YJO�MVUQSJMPJNOWVYSJM{JQ�YSYJ

RQY�SJPY�ORUJVU}�OU�Y�JRUJQ�YJPYSZY}QRNYJWM}OWJ}VPPYU}��J

}�OU�YSJRUJYÜ}�OU�YJPOQYSJ�ONYJOUJR�ZO}QJMUJQ�YJO�MVUQSJMPJ

NOWVYSJM{JQ�YSYJRQY�SJRUJMVPJ}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQSÏ

�Y}OVSYJMVPJYÜZYU�RQVPYSJRUJ��RSSJ{POU}SJOPYJSR�UR�}OUQW�J

�R��YPJQ�OUJMVPJPYNYUVYSJRUJ��RSSJ{POU}S�JNMWOQRWRQ�JRUJQ�YJNOWVYJ

M{JQ�YJ��RSSJ{POU}J}OUJ�ONYJOJSR�UR�}OUQJR�ZO}QJMUJQ�YJPYZMPQY�J

NOWVYJM{JMVPJYOPURU�S�JOSSYQSJOU�JWRO�RWRQRYS�JOU�JQ�YJQR�RU�JOU�J

YÜQYUQJM{JSV}�JNMWOQRWRQ�J}OUJ�YJ�RÞ}VWQJQMJZPY�R}QÏJsUJO��RQRMU�J

Q�YPYJRSJOJPRSÝJQ�OQJ}YPQORUJ}MVUQPRYSJ}MVW�JQOÝYJSQYZSJ��R}�J

}MVW�JSR�UR�}OUQW�JR�ZO}QJQ�YJNOWVYJM{JQ�YRPJ}VPPYU}RYSÏJ

r�YPYJRSJOWSMJOJPRSÝJQ�OQJ}YPQORUJ}MVUQPRYSJ}MVW�J�YNOWVYJ

Q�YRPJ}VPPYU}�ÏJs{JQ�RSJM}}VPS�JQ�YUJRQJ}MVW�JR�ZO}QJQ�YJY~Y}QRNYJ

ZPR}YSJ�YJ�MVW�J�YJO�WYJQMJ}�OP�YJ{MPJMVPJZPM�V}QSJOU�JOWSMJ

�ONYJOUJO�NYPSYJR�ZO}QJMUJ�MQ�JMVPJ}MUSMWR�OQY�JRU}M�YJSQOQY�

�YUQJOU�J�OWOU}YJS�YYQÏJr�YJtPMVZJRSJYÜZMSY�JQMJOJZMQYUQROWJ

O�NYPSYJ�YNOWVOQRMUJPRSÝJMUJRQSJRUQYP}M�ZOU�J{VU�RU�JOU�JQMQOWJ

RUNYSQ�YUQJRUJ}YPQORUJSV�SR�ROPRYSJMZYPOQRU�JRUJ}MVUQPRYSJ�RQ�J

YÜ}�OU�YJ}MUQPMWSÏJ

r�YJ�MSQJSR�UR�}OUQJ}MVUQP�JRUJQ�RSJPYSZY}QJRSJyYUYÓVYWO�J

��YPYJQ�YJtPMVZJRSJYÜZMSY�JQMJZMQYUQROWJ�YNOWVOQRMUJWMSSYSJRUJ

Q�YJRU}M�YJSQOQY�YUQJMUJRQSJQMQOWJRUQYP}M�ZOU�J�OWOU}YSJ�RQ�J

RQSJSV�SR�ROPRYSJRUJyYUYÓVYWO�J��R}�JOQJuY}Y��YPJÕ]�J[\]̂J

O�MVUQY�JQMJ��uß\ÏÕJ�RWWRMUÏJr�YJtPMVZJOWSMJ�OSJOUJY�VRNO�

WYUQJM{JOZZPMÜR�OQYW�J��uß\Ï[J�RWWRMUJM{J}OS�JRUJWM}OWJ}VPPYU}��J

��R}�JRSJMUW�JSWM�W�J�YRU�JOZZPMNY�J{MPJPY�RQQOU}YJMVQSR�YJM{J

Q�YJ}MVUQP�JOU�J��R}�JRSJSV�ØY}QJQMJWMSSJM{JZVP}�OSYJZM�YPJ

�VYJQMJ�R��JRUèOQRMUJRUJQ�YJ}MVUQP�ÏJ

�V�SR�ROPRYSJ��MSYJ{VU}QRMUOWJ}VPPYU}RYSJ�ONYJYÜZYPRYU}Y�J

OJ}V�VWOQRNYJRUèOQRMUJPOQYJM{J�MPYJQ�OUJ]\\×JMNYPJQ�YJZOSQJ

Q�PYYJ�YOPSJOZZW�JQ�YJPVWYSJM{JsT�J[ÎJÑvRUOU}ROWJXYZMPQRU�JRUJ

Ð�ZYPRUèOQRMUOP�Jq}MUM�RYSÒÏJtORUSJOU�JWMSSYSJRU}VPPY�JVZMUJ

O�ØVSQRU�JQ�YJ}OPP�RU�JO�MVUQSJM{JUMU��MUYQOP�JOSSYQSJOU�J

WRO�RWRQRYSJ{MPJRUèOQRMUJOPYJPY}M�URÓY�JRUJQ�YJRU}M�YJSQOQY�YUQÏJ

r�YJSV�SR�ROPRYSJRUJyYUYÓVYWOJPYSQOQYJUMU��MUYQOP�JRQY�SJRUJ

Q�YJ�OWOU}YJS�YYQJRUJWRUYJ�RQ�JQ�YJPY�VRPY�YUQSJM{JsT�J[ÎÏJr�YJ

}MPPYSZMU�RU�J�MUYQOP�JWMSSJM{J��ußÙ[J�RWWRMUJRSJRU}WV�Y�JRUJ

Q�YJ[\]̂J�UOU}ROWJPYSVWQSÏJ

sUJ[\]ÍJOU�JQ�PMV��Jo}QM�YPJ[\]̂�JQ�YJYÜ}�OU�YJPOQYJVSY�J

��JQ�YJtPMVZJ{MPJ}MUSMWR�OQRMUJM{JQ�YJ�UOU}ROWJSQOQY�YUQSJM{J

RQSJyYUYÓVYWOJSV�SR�ROPRYSJ�OSJQ�YJMÞ}ROWJYÜ}�OU�YJPOQYJ{MPJ

Q�YJyYUYÓVYWOJ�MWRNOPJËyqvÌJM{JyqvJÖÏÕþ��u�J��R}�JRSJONORWO�WYJ

{MPJR�ZMPQSJM{JSZY}R�}J�MM�SJOU�JSYPNR}YSJM{JUOQRMUOWJZPRMPRQ��J

RU}WV�RU�J�Y�R}RUYSJOU�J�Y�R}OWJSVZZWRYS�JOSJZV�WRS�Y�J��JQ�YJ

wYUQPMJLO}RMUOWJ�YJwM�YP}RMJqÜQYPRMPJËwqLwoqm�J{MP�YPW�J

wTusysÌÏ

sUJLMNY��YPJ[\]̂�JOJyYUYÓVYWOJSV�SR�ROP�JM{JQ�YJtPMVZJ

O�PYY�J�RQ�JwqLwoqmJQMJSYQQWYJOJSV�SQOUQROWJZOPQJM{JMVPJRUQYP�

}M�ZOU�JQPO�YJZO�O�WYSJ�OQY�JMUJMPJ�Y{MPYJuY}Y��YPJÕ]�J

[\]ÍJRUJOJQPOUSO}QRMUJQ�OQJPY�VRPY�JQ�YJyYUYÓVYWOJSV�SR�ROP�J

QMJZVP}�OSYJOJ��uJ�YUM�RUOQY�J�MU�JOQJZOPJNOWVYJRSSVY�J��J

pYQPnWYMSJ�YJyYUYÓVYWOJËpuy�TÌ�J�RQ�JOJ}MVZMUJPOQYJM{JÖ×JZYPJ

OUUV�J�OQVPRU�JRUJ[\[ÍÏJsUJyYUYÓVYWOJQ�YPYJOPYJ�R~YPRU�JMÞ�

}ROWJYÜ}�OU�YJPOQYSJO�ORUSQJQ�YJ��uJOU�J{MPJQ�YJSYQQWY�YUQJM{J

Q�YSYJRUQYP}M�ZOU�JQPO�YJZO�O�WYS�JQ�PMV��JQ�YJZVP}�OSYJM{J

Q�YJ��uJ�MU��JwqLwoqmJSYQJQ�YJYÜ}�OU�YJPOQYJOQJyqvJ]]Ï\þJ

��uÏJTSJOJPYSVWQ�J{PM�JLMNY��YPJ[\]̂JQ�YJtPMVZJ}�OU�Y�JRQSJ

YÜ}�OU�YJPOQYJVSY�J{MPJQ�YJ}MUSMWR�OQRMUJM{JQ�YJ�UOU}ROWJSQOQY�

�YUQSJM{JRQSJyYUYÓVYWOJSV�SR�ROPRYSÏJr�YJVSYJM{JQ�YJUY�J

YÜ}�OU�YJPOQYJ��JQ�YJyYUYÓVYWOJSV�SR�ROPRYSJPYSVWQY�JRUJOJ

��uß[]]J�RWWRMUJWMSSJ{PM�JQ�YJPY��YOSVPY�YUQJM{JQ�YJRUQPO�

tPMVZJOU�JQ�RP�JZOPQ�JWRO�RWRQRYSÏJ

TSJO�PYY�J�RQ�JwqLwoqm�JQ�YJyYUYÓVYWOJSV�SR�ROP�JZVP�

}�OSY�JQ�YJpuy�TJ�MU�JMUJuY}Y��YPJÎ�J[\]̂ÏJr�YJ�MU�J�OSJ

SMW�JMUJuY}Y��YPJ]]�J[\]̂ÏJr�YJZPM}YY�SJ{PM�JQ�YJSOWYJM{JQ�RSJ

�MU�J�YPYJ��ußÙÕJ�RWWRMUJPYSVWQRU�JRUJOJWMSSJM{J��uß][ÙJ�RW�

WRMUÏJ

zYJSYYÝJQMJ�OUO�YJ}VPPYU}�JYÜZMSVPYJ��JYU�O�RU�JRUJ

�Y��RU�JQPOUSO}QRMUSJ��YPYJ�OUO�Y�YUQJ�YY�SJOZZPMZPROQY�J

O{QYPJQOÝRU�JRUQMJO}}MVUQJQ�YJUOQVPOWJ�Y��RU�JO~MP�Y�J��JMVPJ

�WM�OWJ�VSRUYSSJO}QRNRQ�ÏJvMPJ[\]̂�J�YJYUQYPY�JRUQMJNOPRMVSJ}MU�

QPO}QSJQ�OQJ}�OU�YJRUJNOWVYJ�RQ�J�MNY�YUQSJRUJ{MPYR�UJYÜ}�OU�YJ

POQYSJRUJMP�YPJQMJZPYSYPNYJQ�YJNOWVYJM{JOSSYQS�J}M��RQ�YUQSJ

OU�JYÜZY}QY�JQPOUSO}QRMUSÏJzYJVSYJ{MP�OP�J}MUQPO}QSJOU�J{MP�
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YR�UJ}VPPYU}�JMZQRMUSJQMJ�Y��YÏJvMPJ�MPYJRU{MP�OQRMUJMUJ�M�J

Q�YSYJQPOUSO}QRMUSJO~Y}QJMVPJ}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQSJ

OU�JMUJ�M�J{MPYR�UJYÜ}�OU�YJPOQYJYÜZMSVPYJRSJ�OUO�Y��JSYYJ

LMQYSJ]�Ĵ�J]ÖJOU�J[ÎJQMJQ�YJtPMVZÊSJ}MUSMWR�OQY�J�UOU}ROWJ

SQOQY�YUQSÏ

sUJ[\]̂�JQ�YJ��J�MWWOPJSR�UR�}OUQW�JRU}PYOSY�JRUJNOWVYJ

O�ORUSQJ�MSQJ}VPPYU}RYSÏJsUJZOPQR}VWOP�JQ�YJONYPO�YJNOWVYJM{JQ�YJ

YVPM�JåOZOUYSYJ�YUJOU�JY�YP�RU�J�OPÝYQJ}VPPYU}RYSJËYSZY�

}ROWW�JQ�YJ�POÓRWROUJPYOWJOU�JXVSSROUJPV�WYÌJ�Y}PYOSY�JRUJ[\]̂J

O�ORUSQJQ�YJ��uJ�MWWOPÏJsUJåOUVOP�J[\]̂�J{MWWM�RU�JOUJOUUMVU}Y�

�YUQJ��JQ�YJ��RSSJLOQRMUOWJ�OUÝJQ�OQJRQJ�OSJ�RS}MUQRUVRU�JRQSJ

�RUR�V�JYÜ}�OU�YJPOQYJ�RQ�JQ�YJYVPM�JQ�YJNOWVYJM{JQ�YJ��RSSJ

{POU}JRU}PYOSY�JNYPSVSJQ�YJYVPMJOU�JQ�YJ��uÏJ

r�YJ{MWWM�RU�JQO�WYJSYQSJ{MPQ�JQ�YJ{MPYR�UJYÜ}�OU�YJPOQYSJM{JQ�YJ��J�MWWOPJO�ORUSQJÝY�J}VPPYU}RYSJVSY�J{MPJ{MPYR�UJ}VPPYU}�J

JQPOUSWOQRMUJ��YUJZPYZOPRU�JQ�YJtPMVZÊSJ}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQS)

J TNYPO�YJ{MPJ�YOPJ �YOP�YU�

��uJZYPJVURQJ [\]̂JJ [\]ÍJJ w�OU�YJRUJ×JJ [\]̂JJ [\]ÍJJ w�OU�YJRUJ×J

T�uJ \ÏÙ̂ÕJJ \ÏÎ\ÕJJ ãJ]ÙJJ \ÏÙÕ]JJ \Ïæ]ÎJJ ãJ]]J

�XxJ \ÏÕ\̂ JJ \ÏÍ[ÖJJ ãJ[æJJ \Ï[̂ÕJJ \ÏÕÙÖJJ ãJÕÕJ

wTuJ \ÏÙæÍJJ \ÏÎ\ÖJJ ãJ]ÕJJ \ÏÙ[]JJ \ÏæÖ]JJ ãJ]ÖJ

wÐvJ ]Ï\Í\JJ ]Ï\ÎÍJJ ãĴJJ ]Ï\]]JJ ]Ï\]\JJ \J

wL�J \Ï]̂ÎJJ \Ï]Ö[JJ ãJ[JJ \Ï]̂ÍJJ \Ï]Ö]JJ ãJÍJ

q�XJ ]Ï]]\JJ ]ÏÕ[ÎJJ ãJ]ÖJJ ]Ï\ÎÕJJ ]Ï[]̂ JJ ãJ]\J

t�pJ ]Ï̂[ÎJJ ]ÏÖÍæJJ ãJÙJJ ]ÏÍæÕJJ ]Ï̂̂ ÖJJ ãĴJ

åp�JË]\\ÌJ \Ïæ[ÖJJ \ÏÎÍÙJJ ãJ]ÕJJ \ÏæÕ]JJ \ÏæÕÖJJ ãJ]J

X��JË]\\ÌJ ]ÏÖÍÎJJ [ÏÖÍÎJJ ãJÕæJJ ]ÏÕÖ[JJ ]ÏÙ[[JJ ãJ[]J

r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOJSV��OP�JM{JQ�YJ}VPPYU}�JR�ZO}QJMUJÝY�JtPMVZJ��VPYSJ�VYJQMJQ�YRPJ}MUNYPSRMUJRUQMJ��u�JQ�YJ

tPMVZÊSJPYZMPQRU�J}VPPYU}��JM{JQ�YJ�UOU}ROWJ�OQOJ{PM�JYUQRQRYSJPYZMPQRU�JRUJUMU���J�MWWOPSÏJwMUSQOUQJ}VPPYU}�JË}}ÌJ}OW}VWOQRMUSJ

OZZW�JQ�YJYÜ}�OU�YJPOQYSJM{JQ�YJZPRMPJ�YOPJQMJQ�YJ}VPPYUQJ�YOPJ�UOU}ROWJ�OQOJ{MPJYUQRQRYSJPYZMPQRU�JRUJUMU���J�MWWOPSÏ

�¿�����¡��Û��������Ú�¡���Á¿�� 

J w�OU�YJRUJJ JJ pYP}YUQO�YJJ w�OU�YJRUJJ JJ pYP}YUQO�YJ

J J}MUSQOUQJJ w�OU�YJRUJJZMRUQJ}VPPYU}�JJ J}MUSQOUQJJ w�OU�YJRUJJZMRUQJ}VPPYU}�J

J J}VPPYU}RYSJ×JJ ��uJ×JJ JR�ZO}QJJJ}VPPYU}RYSJ×JJ ��uJ×JJ JR�ZO}QJ

J [\]̂JJ [\]̂JJ [\]̂JJ [\]ÍJJ [\]ÍJJ [\]ÍJ

LYQJSOWYSJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ ^JJ ãĴJJ ãJ]\JJ ÕJJ ]JJ ãJ[J

oZYPOQRU�JRU}M�YJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ ãJ[JJ ãJ]ÎJJ ãJ]ÙJJ ÙJJ ]JJ ãJÖJ

LYQJRU}M�YJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ ãJ]æJJ ãJÕÍJJ ãJ]ÖJJ []JJ ]̂ JJ ãJÖJ

wMPYJMZYPOQRU�JRU}M�YJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ ]\JJ ãĴJJ ãJ]̂ JJ ÙJJ [JJ ãĴJ

wMPYJUYQJRU}M�YJ{PM�J}MUQRUVRU�JMZYPOQRMUSJ ÎJJ ãĴJJ ãJ]ÍJJ æJJ ÕJJ ãĴJ

vMPJO��RQRMUOWJRU{MP�OQRMUJMUJQ�YJY~Y}QSJM{J}VPPYU}�JèV}QVOQRMUS�JSYYJLMQYJ[ÎJQMJQ�YJtPMVZÊSJ}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQSÏ

0156



LMNOPQRSJTUUVOWJXYZMPQJ[\]̂JKJG||�����������������à���������Á���À�������������á��â��nG|

c®¦¶ª¦ª¶ec®¦®©¥¶£́ª¶e
o£©£¦̈ªelµªª́

J uY}JÕ]�J[\]̂JJuY}JÕ]�J[\]ÍJJ w�OU�YJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ

�ëëéêëJ JJ JJ J

pPMZYPQ��JZWOUQJçJ JJ JJ J

Y�VRZ�YUQJ ]̂JÎæ[JJ ]̂JÎæÕJJ ãJ]J

tMM��RWWJ Õ]J]ÙÍJJ [ÎJÕ]]JJ ]JæÖÕJ

sUQOU�R�WYJOSSYQSJMQ�YPJJ JJ JJ J

Q�OUJ�MM��RWWJ ÕÍJ[]ÙJJ [ÕJæÕ[JJ ]\JÕæ̂ J

vRUOU}ROWJOU�JMQ�YPJJ JJ JJ J

UMU�}VPPYUQJOSSYQSJ [ÙJÕÕæJJ ]æJÙ\\JJ æJÖÕæJ

�îêìí�÷î÷-öøññé÷ê�ìëëéêë� GnI��GGJ� I��I��J� �n�II|J

sUNYUQMPRYSJ ÖJ[[ÖJJ ÖJ\ÎÕJJ ]ÕÕJ

rPO�YJPY}YRNO�WYSJ æJ]æ\JJ æJ[Ù̂ JJ ãJÎ̂ J

oQ�YPJ}VPPYUQJOSSYQSJ [JÎÎ[JJ [ĴÕ\JJ ÍÖ[J

wOS��J�OPÝYQO�WYJSY}VPRQRYS�JJ JJ JJ J

}M��M�RQRYS�JQR�YJ�YZMSRQSJJ JJ JJ J

OU�J�YPRNOQRNYJ�UOU}ROWJJ JJ JJ J

RUSQPV�YUQSJ ĴÍÍÙJJ ]ÕJæÖ[JJ ãJæJÍ]̂ J

TSSYQSJPYWOQY�JQMJJ JJ JJ J

�RS}MUQRUVY�JMZYPOQRMUSJ]J \JJ ÖJæ\]JJ ãJÖJæ\]J

�îêìí�öøññé÷ê�ìëëéêë� ���Im|J� H��|�GJ� ú�Gm��G�J

�îêìí�ìëëéêë� GHG�||�J� G�|�HI�J� ��G�kJ

�Yøðê3�ì÷ò�íðìüðíðêðéëJ JJ JJ J

�îêìí�éYøðê3� ���G��J� �n�ImmJ� ����IJ

vRUOU}ROWJ�Y�QSJ ]ÖJÕ[ÙJJ ]ÕJÙÎÎJJ [Ĵ[æJ

oQ�YPJUMU�}VPPYUQJWRO�RWRQRYSJ ]ÍJÕÎÎJJ ]ÕJÙÙ]JJ Ö[æJ

�îêìí�÷î÷-öøññé÷ê�íðìüðíðêðéë� Hn����J� ���|�nJ� H�G|�J

rPO�YJZO�O�WYSJ ĴÖÖæJJ ĴÍ]ÎJJ [ÍÎJ

vRUOU}ROWJ�Y�QSJOU�JJ JJ JJ J

�YPRNOQRNYSJ ĴÖ\ÍJJ ÖJÖ][JJ ãJ]J\\æJ

oQ�YPJ}VPPYUQJWRO�RWRQRYSJ ][JÍÕÖJJ ][Ĵ[ÍJJ ãJææJ

xRO�RWRQRYSJPYWOQY�JQMJJ JJ JJ J

�RS}MUQRUVY�JMZYPOQRMUSJ]J \JJ [JÍ]æJJ ãJ[JÍ]æJ

�îêìí�öøññé÷ê�íðìüðíðêðéë� �H��nIJ� ���k�HJ� ú�H���|J

�îêìí�íðìüðíðêðéë� |m�mHmJ� |m�|mHJ� ú�GnkJ

�îêìí�éYøðê3�ì÷ò�íðìüðíðêðéë� GHG�||�J� G�|�HI�J� ��G�kJ

]JvMPJ�YQORWSJM{J�RS}MUQRUVY�JMZYPOQRMUSJRUJQ�YJ}MUSMWR�OQY�J�OWOU}YJS�YYQ�JPY{YPJQMJ

LMQYJÕ\JQMJQ�YJ}MUSMWR�OQY�J�UOU}ROWJSQOQY�YUQSÏ

rMQOWJUMU�}VPPYUQJOSSYQSJM{J��uß]\æÏÙJ�RWWRMUJOQJuY}Y��YPJÕ]�J

[\]̂JRU}PYOSY�J��J��uß[\ÏÎJ�RWWRMUJ}M�ZOPY�JQMJuY}Y��YPJ

Õ]�J[\]ÍÏJsUQOU�R�WYJOSSYQSJMQ�YPJQ�OUJ�MM��RWWJRU}PYOSY�J��J

��uß]\ÏÍJ�RWWRMUJQMJ��ußÕÍÏ[J�RWWRMU�J�ORUW�JMUJO}}MVUQJM{JQ�YJ

UY�JMU}MWM��JOSSYQSJO}�VRPY�J{PM�Jt�Ô�J��R}�JO��Y�JZPM��

V}QJPR��QSJO�MVUQRU�JQMJ��uß]ÕÏ\J�RWWRMUJQMJQ�YJRUQOU�R�WYJOSSYQSJ

M{JQ�YJtPMVZÏJr�RSJRU}PYOSYJ�OSJZOPQROWW�JM~SYQJ��JQ�YJO�MPQR�

ÓOQRMUJM{JRUQOU�R�WYJOSSYQSJM{J��ußÕÏæJ�RWWRMUÏJtMM��RWWJRU}PYOSY�J

��J��uß]ÏÎJ�RWWRMUJQMJ��ußÕ]Ï[J�RWWRMU�J�ORUW�JMUJO}}MVUQJM{J

Q�YJ�MM��RWWJM{J��uß[ÏÍJ�RWWRMUJPY}MP�Y�JMUJQ�YJUY�JMU}MWM��J

OSSYQS�JZOPQROWW�JM~SYQJ��J}VPPYU}�JQPOUSWOQRMUJO�ØVSQ�YUQSJM{J

��uß\ÏÖJ�RWWRMUÏ

vRUOU}ROWJOU�JMQ�YPJUMU�}VPPYUQJOSSYQSJRU}PYOSY�J��J

��ußæÏÖJ�RWWRMUJQMJ��uß[ÙÏÕJ�RWWRMU�J�ORUW�JMUJO}}MVUQJM{JQ�YJ

ÕÖÏ̂×JRUNYSQ�YUQJRUJQ�YJt�ÔJ}MUSV�YPJ�YOWQ�}OPYJØMRUQJNYU�

QVPYJM{J��ußÙÏÖJ�RWWRMU�J��RWYJRUNYSQ�YUQSJRUJZPMZYPQ��JZWOUQJ

OU�JY�VRZ�YUQJ�YPYJRUJWRUYJ�RQ�JQ�YJZPRMPJ�YOPÏ

rMQOWJ}VPPYUQJOSSYQSJ�Y}PYOSY�J��J��uß]ÍÏÙJ�RWWRMUJQMJ

��uß[[ÏæJ�RWWRMUJOQJuY}Y��YPJÕ]�J[\]̂�JOSJ}OS�JOU�J}OS�J

Y�VRNOWYUQSJ�Y}PYOSY�J��J��ußæÏÍJ�RWWRMUJQMJ��uß̂ÏÍJ�RWWRMU�J

�ORUW�JMUJO}}MVUQJM{JQ�YJUYQJ}OS�JMVQèM�SJ{PM�JQ�YJZMPQ{MWRMJ

QPOUS{MP�OQRMUJQPOUSO}QRMUSJOSJ�YWWJOSJQ�YJ�RNR�YU�JZO��YUQÏJ

r�YJOSSYQSJPYWOQY�JQMJ�RS}MUQRUVY�JMZYPOQRMUSJOU�J�YW�J{MPJSOWYJ

PY�V}Y�J��J��ußÖÏæJ�RWWRMUJOSJOJPYSVWQJM{JQ�YJ}WMSRU�JM{JQ�YJ

ZMPQ{MWRMJQPOUS{MP�OQRMUJQPOUSO}QRMUSJRUJ[\]̂ÏJrPO�YJPY}YRN�

O�WYS�JRUNYUQMPRYSJOU�JMQ�YPJ}VPPYUQJOSSYQSJ�YPYJRUJWRUYJ�RQ�J

Q�YJZPRMPJ�YOPÏJ

�OSY�JMUJMVPJ}VPPYUQJRU}VPPY�JWMSSJZPMNRSRMURU�JOZZPMO}��J

�YJJ}MUSR�YPJQ�OQJMVPJ�MV�Q{VWJ�Y�QJZPMNRSRMUSJOPYJO�Y�VOQYÏJ

ÐM�YNYP�J�YJRUQYU�JQMJ}MUQRUVYJQMJ�MURQMPJQ�YJWYNYWJM{JQPO�YJ

PY}YRNO�WYSJRUJtPYY}Y�JsQOW��JpMPQV�OWJOU�J�ZORUJËQ�YJÑtsp�J

}MVUQPRYSÒÌÏJ��MVW�JQ�YPYJ�YJOJSV�SQOUQROWJ�YQYPRMPOQRMUJRUJMVPJ

Y}MUM�R}JYÜZMSVPYJ�RQ�JPYSZY}QJQMJQ�MSYJ}MVUQPRYS�J�YJ�O�J

RU}PYOSYJMVPJWYNYWJM{JZPMNRSRMUSJ��J�MNRU�JQMJOUJYÜZY}QY�JWMSSJ

ZPMNRSRMURU�JOZZPMO}�JMPJ�O�J}�OU�YJQ�YJQYP�SJM{JQPO�YJMUJ

��R}�J�YJMZYPOQYÏ

r�YJ{MWWM�RU�JQO�WYJZPMNR�YSJOUJMNYPNRY�JM{JMVPJO�RU�JOUOW�

�SRSJM{JMVPJQPO�YJPY}YRNO�WYSJOSJM{JuY}Y��YPJÕ]�J[\]̂JOU�J[\]Í)

J [\]̂JJ [\]ÍJ

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ
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ZOQY�JQPYOQ�YUQJMVQ}M�YSJ�MJUMQJ�YYQJZPY�Y�UY�JQOP�YQSÏJ

pMQYUQROWJPY{VU�SJOU�JQ�YJ�YWRNYP�JM{JO��RQRMUOWJ�Y�R}RUYSJOQJ

UMJ}MSQJOPYJYSQR�OQY�JOU�JPY}MP�Y�JOSJOJ�Y�V}QRMUJM{JPYNYUVYJ

OQJQ�YJQR�YJQ�YJPYWOQY�JPYNYUVYSJOPYJPY}MP�Y�ÏJqSQR�OQYSJOPYJ

�OSY�JMUJ�RSQMPR}OWJYÜZYPRYU}YJOU�J}WRUR}OWJ�OQOÏJsUJ}OSYSJ��YPYJ

�RSQMPR}OWJYÜZYPRYU}YJOU�J}WRUR}OWJ�OQOJOPYJUMQJSVÞ}RYUQJ{MPJOJ

PYWRO�WYJYSQR�OQRMUJM{JQ�YJMVQ}M�Y�JPYNYUVYJPY}M�URQRMUJ�MVW�J

�YJ�Y{YPPY�JVUQRWJSV}�J�RSQMP�J�MVW�J�YJONORWO�WYÏJsUJO��RQRMU�J

�YJM~YPJ�WM�OWJZOQRYUQJOSSRSQOU}YJZPM�PO�SÏ

r�YPYJRSJM{QYUJOJQR�YJWO�JM{JSYNYPOWJ�MUQ�SJ�YQ�YYUJVSJ

PY}MP�RU�JQ�YJPYNYUVYJ�Y�V}QRMUSJOU�JMVPJ�UOWJO}}MVUQRU�J{MPJ

Q�Y�Ï

���-��������������� ���À����Á��Û���"��� Z�

���¿�� ���À�������À�À¿����� 

w�OP�Y��O}ÝSJM}}VPJ��YPYJMVPJSV�SR�ROPRYSJ�ONYJOPPOU�Y�YUQSJ

�RQ�JRU�RPY}QJ}VSQM�YPSJQMJSYWWJZPM�V}QSJOQJZPR}YSJQ�OQJOPYJWM�YPJ

Q�OUJQ�YJZPR}YJ}�OP�Y�JQMJ��MWYSOWYPSÏJTJ}�OP�Y��O}ÝJJPYZPYSYUQSJ

Q�YJ�R~YPYU}YJ�YQ�YYUJQ�YJRUNMR}YJZPR}YJQMJQ�YJ��MWYSOWYPJOU�J

Q�YJRU�RPY}QJ}VSQM�YPÊSJ}MUQPO}QJZPR}YÏJzYJO}}MVUQJ{MPJNYU�MPJ

}�OP�Y��O}ÝSJ��JPY�V}RU�JPYNYUVYJ��JOUJO�MVUQJY�VOWJQMJMVPJ

YSQR�OQYJM{J}�OP�Y��O}ÝSJOQQPR�VQO�WYJQMJOJSOWYJOU�JQ�Y�JOPYJ

�YUYPOWW�JSYQQWY�J�RQ�RUJMUYJQMJQ�PYYJ�MUQ�SJM{JRU}VPPRU�JQ�YJ

WRO�RWRQ�ÏJpPMNRSRMUSJ{MPJYSQR�OQY�J}�OP�Y��O}ÝSJOPYJ}OW}VWOQY�J

VSRU�JOJ}M��RUOQRMUJM{J{O}QMPSJSV}�JOSJ�RSQMPR}OWJYÜZYPRYU}Y�J

ZPM�V}QJ�PM�Q�JPOQYS�JZO��YUQS�JWYNYWJM{JRUNYUQMP�JRUJQ�YJ

J�RSQPR�VQRMUJ}�OUUYW�JQ�YJQYP�SJM{JRU�RNR�VOWJO�PYY�YUQSJOU�J

MVPJYSQR�OQYJM{JQ�YJ}WOR�SJZPM}YSSRU�JQR�YJWO�Ï

zYJM~YPJPY�OQYSJQMJZVP}�OSRU�JMP�OURÓOQRMUSJOU�JMQ�YPJ

�RPY}QJOU�JRU�RPY}QJ}VSQM�YPSJQMJSVSQORUJOU�JRU}PYOSYJ�OPÝYQJ
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S�OPYJ{MPJMVPJZPM�V}QSÏJ�RU}YJPY�OQYSJOPYJ}MUQPO}QVOWW�JO�PYY�J

VZMU�JPY�OQYSJOPYJYSQR�OQY�J�OSY�JMUJQ�YJQYP�SJM{JQ�YJ

JRU�RNR�VOWJO�PYY�YUQS�J�RSQMPR}OWJYÜZYPRYU}Y�JOU�JZPMØY}QY�J

ZPM�V}QJ�PM�Q�JPOQYSÏ

z�YUJ�YJSYWWJOJZPM�V}QJZPMNR�RU�JOJ}VSQM�YPJQ�YJPR��QJQMJ

PYQVPUJRQ�J�YJPY}MP�JOJZPMNRSRMUJ{MPJYSQR�OQY�JSOWYSJPYQVPUSJ

�OSY�JMUJMVPJSOWYSJPYQVPUSJZMWR}�JOU�J�RSQMPR}OWJPOQYSÏJoQ�YPJ

{O}QMPSJ}MUSR�YPY�JRU}WV�YJO}QVOWJZPM�V}QJPY}OWWS�JYÜZY}QY�J

�OPÝYQZWO}YJ}�OU�YS�JQ�YJPY�ORURU�JS�YW{JWR{YJM{JQ�YJZPM�V}Q�J

OU�JQ�YJYÜZY}QY�JYUQP�JM{J�YUYPR}JZPM�V}QSÏJsUJ[\]̂�JSOWYSJ

PYQVPUSJO�MVUQY�JQMJOZZPMÜR�OQYW�J]×JM{J�PMSSJZPM�V}QJSOWYSÏJ

s{JSVÞ}RYUQJYÜZYPRYU}YJRSJUMQJONORWO�WY�JSOWYSJOPYJMUW�JPY}MP�Y�J

�OSY�JMUJYNR�YU}YJM{JZPM�V}QJ}MUSV�ZQRMUJMPJ��YUJQ�YJPR��QJ

M{JPYQVPUJ�OSJYÜZRPY�Ï

zYJYUQYPJRUQMJ�RSQPR�VQRMUJSYPNR}YJO�PYY�YUQSJ�RQ�J�OØMPJ

��MWYSOWYPS�J��R}�JZPMNR�YJOJ�UOU}ROWJ�RSRU}YUQRNYJ{MPJQ�YJ

��MWYSOWYPSJQMJZVP}�OSYJZPM�V}QJ�VOUQRQRYSJRUJYÜ}YSSJM{J}VP�

PYUQJ}VSQM�YPJ�Y�OU�ÏJz�YPYJZMSSR�WY�J�YJO�ØVSQJS�RZZRU�J

ZOQQYPUSJ{MPJMVPJZPM�V}QSJQMJ�ORUQORUJ��MWYSOWYPSÊJRUNYUQMPRYSJ

WYNYWJ}MUSRSQYUQJ�RQ�JVU�YPW�RU�JZOQRYUQJ�Y�OU�Ï

zYJM~YPJ}OS�J�RS}MVUQSJQMJ}VSQM�YPSJQMJYU}MVPO�YJZPM�ZQJ

ZO��YUQÏJwOS�J�RS}MVUQSJOPYJYSQR�OQY�JOU�JO}}PVY�JOQJQ�YJ

QR�YJM{JRUNMR}RU�JOU�J�Y�V}QY�J{PM�JPYNYUVYÏ

vMWWM�RU�JOJ�Y}PYOSYJRUJQ�YJZPR}YJM{JOJZPM�V}Q�J�YJJ�YUYPOWW�J

�POUQJ}VSQM�YPSJOJÑS�YW{JSQM}ÝJO�ØVSQ�YUQÒJ{MPJOJ}VSQM�YPÊSJ

YÜRSQRU�JRUNYUQMP�J{MPJQ�YJPYWYNOUQJZPM�V}QÏJpPMNRSRMUSJ{MPJS�YW{J

SQM}ÝJO�ØVSQ�YUQS�J��R}�JOPYJZPR�OPRW�JPYWYNOUQJ�RQ�RUJQ�YJ

J�OU�MÓJuRNRSRMU�JOPYJ�YQYP�RUY�JOQJQ�YJQR�YJM{JQ�YJZPR}YJ�Y}WRUYJ

MPJOQJQ�YJZMRUQJM{JSOWY�JR{JQ�YJR�ZO}QJM{JOJZPR}YJ�Y}WRUYJMUJQ�YJ

ZPM�V}QSJSMW�J}OUJ�YJPYOSMUO�W�JYSQR�OQY�J�OSY�JMUJQ�YJ

J}VSQM�YPÊSJRUNYUQMP�JWYNYWSJM{JQ�YJPYWYNOUQJZPM�V}QÏ

oQ�YPJSOWYSJ�RS}MVUQS�JSV}�JOSJ}MUSV�YPJ}MVZMUSJOU�J

}M�ZO�J�RS}MVUQJ}OP�S�JOPYJM~YPY�JRUJSM�YJ�OPÝYQSÏJr�YJYSQR�

�OQY�JO�MVUQJM{JQ�YSYJ�RS}MVUQSJOPYJPY}MP�Y�JOQJQ�YJQR�YJM{J

SOWY�JMPJ��YUJQ�YJ}MVZMUJRSJRSSVY��JOU�JOPYJYSQR�OQY�JVQRWRÓRU�J

�RSQMPR}OWJYÜZYPRYU}YJOU�JQ�YJSZY}R�}JQYP�SJ{MPJYO}�JZPM�PO�ÏJ

s{JOJ�RS}MVUQJ{MPJOJZPM�O�WYJ{VQVPYJQPOUSO}QRMUJRSJM~YPY�JOSJZOPQJ

M{JOJSOWYSJQPOUSO}QRMUJQ�YUJOUJOZZPMZPROQYJZMPQRMUJM{JPYNYUVYJ

RSJ�Y{YPPY�JQMJ}MNYPJQ�RSJYSQR�OQY�JM�WR�OQRMUÏ

zYJO�ØVSQJZPMNRSRMUSJ{MPJPYNYUVYJ�Y�V}QRMUSJZYPRM�R}OWW�J

QMJPYèY}QJO}QVOWJYÜZYPRYU}YÏJrMJYNOWVOQYJQ�YJO�Y�VO}�JM{JZPM�

NRSRMUJ�OWOU}YS�J�YJVSYJRUQYPUOWJOU�JYÜQYPUOWJYSQR�OQYSJM{JQ�YJ

WYNYWJM{JRUNYUQMP�JRUJQ�YJ�RSQPR�VQRMUJ}�OUUYW�JO}QVOWJ}WOR�SJ�OQOJ

PY}YRNY�JOU�JQ�YJQR�YJWO�J{MPJZPM}YSSRU�JPY�OQYJ}WOR�SÏJ

J�OUO�Y�YUQJOWSMJYSQR�OQYSJQ�YJWYNYWJM{JRUNYUQMP�JM{JQ�YJPYWY�

NOUQJZPM�V}QJ�YW�J��JPYQORWYPSJOU�JRUJQPOUSRQÏJqÜQYPUOWJ�OQOJ

SMVP}YSJRU}WV�YJPYZMPQSJM{J��MWYSOWYPSJOU�JQ�RP��ZOPQ�J�OPÝYQJ

�OQOJZVP}�OSY�J��JLMNOPQRSÏJ

r�YJ{MWWM�RU�JQO�WYJS�M�SJQ�YJ�MPW��R�YJYÜQYUQJM{JMVPJPYNYUVYJ�Y�V}QRMUSJZPMNRSRMUSJOU�JPYWOQY�JZO��YUQJYÜZYPRYU}YSJ{MPJQ�YJ

p�OP�O}YVQR}OWS�JTW}MUJOU�J�OU�MÓJ�RNRSRMUS)

���á� ��� �������á��¿��À�À¿����� 

J JJ J J JJ sU}M�YJSQOQY�YUQJ}�OP�YJJ J J

J JJ q~Y}QJM{JJ JJ JJ JJ w�OU�YJRUJJJ J

J XYNYUVYJJ }VPPYU}�JJ JJ JJ JJ ZPMNRSRMUSJJ XYNYUVYJ

J �Y�V}QRMUSJJ QPOUSWOQRMUJJJ JJ JJ JJM~SYQJO�ORUSQJJ�Y�V}QRMUSJ

J ZPMNRSRMUSJOQJJOU�J�VSRUYSSJJ pO��YUQSþJJT�ØVSQ�YUQSJJ JJ�PMSSJQPO�YJJZPMNRSRMUSJOQJ

J åOUVOP�J]JJ}M��RUOQRMUSJJ VQRWRÓOQRMUSJJM{JZPRMPJ�YOPSJJwVPPYUQJ�YOPJJ PY}YRNO�WYSJJuY}Y��YPJÕ]J

J ��uJ�RWWRMUSJJ��uJ�RWWRMUSJJ��uJ�RWWRMUSJJ��uJ�RWWRMUSJJ��uJ�RWWRMUSJJ��uJ�RWWRMUSJJ��uJ�RWWRMUSJ

�nG|J JJ JJ JJ JJ JJ JJ J

���SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ]J\ÎÙJJ JJ ãJ[Jæ[ÕJJ ãJÎ\JJ [JÎæ]JJ JJ ]J]Ö̂ J

LMU����SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ]J\]̂ JJ ãJ]\ÎJJ ãJ]JÙ]ÖJJ ãJÕJJ ]JæÍÖJJ ãJÎJJ ]J\[ÍJ

LMU��YOWQ�}OPYJZWOUSJOU�JZPM�PO��PYWOQY�JJ JJ JJ JJ JJ JJ JJ J

PY�OQYS�JPYQVPUSJOU�JMQ�YPJ�Y�V}QRMUSJ ]JÍ[]JJ ãJÖÎJJãJ]\JÖÙÎJJ ãJ][ÍJJ ]\JÎÎÕJJ Î̂JJ ]JÖ\]J

�îêìí�öî÷êð÷øð÷ù�îóéñìêðî÷ë��nG|� H�|HHJ� ú�G�IJ�ú�G|��GIJ� ú��G�J� G|�I�nJ� |nJ� H��knJ

�nGmJ JJ JJ JJ JJ JJ JJ J

���SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ]JÕÙÖJJ JJ ãJÕJ]]æJJ ãJ]æÖJJ ÕJ\[̂ JJ JJ ]J\ÎÙJ

LMU����SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ]J]Í̂ JJ ãJ][ÍJJ ãJ]JÙÍÕJJ ãJ]ÎJJ ]JÙæÙJJ ãJÕ]JJ ]J\]̂ J

LMU��YOWQ�}OPYJZWOUSJOU�JZPM�PO��PYWOQY�JJ JJ JJ JJ JJ JJ JJ J

PY�OQYS�JPYQVPUSJOU�JMQ�YPJ�Y�V}QRMUSJ ]JÍ[ÙJJ ãJæÕJJ ãJÎJ\ÍÖJJ ãĴ[JJ ÎĴÖÍJJ ãJÕæÎJJ ]JÍ[]J

�îêìí�öî÷êð÷øð÷ù�îóéñìêðî÷ë��nGm� H�kmIJ� ú��n�J�ú�GH�kn�J� ú��|�J� Gm�H��J� ú�m�nJ� H�|HHJ
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r�YJQO�WYJ�YWM�JS�M�SJQ�YJ�PMSSJQMJUYQJSOWYSJPY}MU}RWROQRMUJ{MPJMVPJp�OP�O}YVQR}OWSJuRNRSRMU)

Á��  �������� ��� ���������������

J sU}M�YJSQOQY�YUQJ}�OP�YJJ J J

J JJ w�OP�Y�J�RPY}QW�JJ JJ J

J w�OP�Y�JQ�PMV��JJ �RQ�MVQJ�YRU�JJ JJ J

J PYNYUVYJ�Y�V}QRMUJJ PY}MP�Y�JRUJPYNYUVYJJJ JJ J

J ZPMNRSRMUSJJ�Y�V}QRMUJZPMNRSRMUSJJJ rMQOWJJ sUJ×JM{J

J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ �PMSSJSOWYSJ

�nG|J JJ JJ JJ J

�ïìñõìöéøêðöìíë�ùñîëë�ëìíéë�ëøühéöê�êî�òéòøöêðî÷ë� J� J� H��I|HJ� Gnn%nJ

���SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ãJ]JÍ[[JJ JJ ãJ]JÍ[[JJ ãJÕÏæJ

LMU����SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ãJ]J]̂\JJ ãJÙÙÎJJ ãJ]JÎ[ÎJJ ãĴÏ]J

LMU��YOWQ�}OPYJZWOUSJOU�JZPM�PO��PYWOQY�J JJ JJ JJ J

PY�OQYS�JPYQVPUSJOU�JMQ�YPJ�Y�V}QRMUSJ ãJ[J[Í]JJ ãJ]Jæ]ÖJJ ãJÍJ\̂ÙJJ ãJ]\ÏÙJ

�îêìí��ïìñõìöéøêðöìíë�ùñîëë�êî�÷éê�ëìíéë�ìòhøëêõé÷êë� ú�m�IGH�� ú���|k|J� ú���mnIJ� ú�Gk%�J

�ïìñõìöéøêðöìíë�÷éê�ëìíéë��nG|� J� J� Hn�mm|J� In%mJ

�nGmJ JJ JJ JJ J

�ïìñõìöéøêðöìíë�ùñîëë�ëìíéë�ëøühéöê�êî�òéòøöêðî÷ë� J� J� Hk�|�kJ� Gnn%nJ

���SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ãJ]Jæ\\JJ JJ ãJ]Jæ\\JJ ãJÍÏÖJ

LMU����SZY}R�}J�YOWQ�}OPYJZWOUSJOU�JZPM�PO�JPY�OQYSJ ãJ]J[\\JJ ãJæÙÙJJ ãJ[J\ÙÙJJ ãĴÏÕJ

LMU��YOWQ�}OPYJZWOUSJOU�JZPM�PO��PYWOQY�J JJ JJ JJ J

PY�OQYS�JPYQVPUSJOU�JMQ�YPJ�Y�V}QRMUSJ ãJ]JæÙÕJJ ãJ]JÎæÎJJ ãJÕJæÖ[JJ ãJÎÏæJ

�îêìí��ïìñõìöéøêðöìíë�ùñîëë�êî�÷éê�ëìíéë�ìòhøëêõé÷êë� ú�m�I�HJ� ú���I��J� ú����HkJ� ú�Gk%�J

�ïìñõìöéøêðöìíë�÷éê�ëìíéë��nGm� J� J� HG��knJ� In%mJ

�Û����Û�������Á��Àâ���Z������Á�"����  �� ���À�
�������¡Z���������À��[¿��Û���

zYJPYNRY�JWMU��WRNY�JRUQOU�R�WYJOSSYQSJOU�JZPMZYPQ��JZWOUQJOU�J

Y�VRZ�YUQJ{MPJR�ZORP�YUQJ��YUYNYPJYNYUQSJMPJ}�OU�YSJRUJ}RP�

}V�SQOU}YJRU�R}OQYJQ�OQJQ�YJOSSYQÊSJ�OWOU}YJS�YYQJ}OPP�RU�J

O�MVUQJ�O�JUMQJ�YJPY}MNYPO�WYÏJtMM��RWW�JQ�YJTW}MUJ�POU��

UO�YJOU�JMQ�YPJ}VPPYUQW�JUMQJO�MPQRÓY�JRUQOU�R�WYJOSSYQSJOPYJ

PYNRY�Y�J{MPJR�ZORP�YUQJOQJWYOSQJOUUVOWW�Ï

TUJOSSYQJRSJ�YUYPOWW�J}MUSR�YPY�JR�ZORPY�J��YUJRQSJ�OWOU}YJ

S�YYQJ}OPP�RU�JO�MVUQJYÜ}YY�SJRQSJYSQR�OQY�JPY}MNYPO�WYJ

O�MVUQ�J��R}�JRSJ�Y�UY�JOSJQ�YJ�R��YPJM{JRQSJ{ORPJNOWVYJWYSSJ

}MSQSJM{J�RSZMSOWJOU�JRQSJNOWVYJRUJVSYÏJ�SVOWW��JLMNOPQRSJO�MZQSJ

Q�YJ{ORPJNOWVYJWYSSJ}MSQSJM{J�RSZMSOWJ�YQ�M�J{MPJRQSJR�ZORP�YUQJ

YNOWVOQRMUÏJsUJ�MSQJ}OSYSJUMJ�RPY}QW�JM�SYPNO�WYJ�OPÝYQJRUZVQSJ

OPYJONORWO�WYJQMJ�YOSVPYJQ�YJ{ORPJNOWVYJWYSSJ}MSQSJM{J�RSZMSOWÏJ

r�YPY{MPYJOUJYSQR�OQYJM{J{ORPJNOWVYJWYSSJ}MSQSJM{J�RSZMSOWJRSJ

�YPRNY�JRU�RPY}QW�JOU�JRSJ�OSY�JMUJUYQJZPYSYUQJNOWVYJQY}�UR�VYSJ

VQRWRÓRU�JZMSQ�QOÜJ}OS�JèM�SJOU�J�RS}MVUQJPOQYSÏJsUJQ�YJWR�RQY�J

}OSYSJ��YPYJQ�YJNOWVYJRUJVSYJ�YQ�M�JRSJOZZWRY��JUYQJZPYSYUQJ

NOWVYJQY}�UR�VYSJOPYJVQRWRÓY�JVSRU�JZPY�QOÜJ}OS�JèM�SJOU�J�RS�

}MVUQJPOQYSÏ

vORPJNOWVYJPYèY}QSJYSQR�OQYSJM{JOSSV�ZQRMUSJQ�OQJ�OPÝYQJ

ZOPQR}RZOUQSJ�MVW�J�YJYÜZY}QY�JQMJVSYJ��YUJZPR}RU�JQ�YJOSSYQJ

OU�J{MPJQ�RSJZVPZMSYJ�OUO�Y�YUQJ}MUSR�YPSJQ�YJPOU�YJM{J

JY}MUM�R}J}MU�RQRMUSJQ�OQJOPYJYÜZY}QY�JQMJYÜRSQJMNYPJQ�YJ

JPY�ORURU�JVSY{VWJWR{YJM{JQ�YJOSSYQÏJr�YJYSQR�OQYSJVSY�JRUJ

J}OW}VWOQRU�JUYQJZPYSYUQJNOWVYSJOPYJ�R��W�JSYUSRQRNY�JOU�J�YZYU�J

MUJOSSV�ZQRMUSJSZY}R�}JQMJQ�YJUOQVPYJM{JQ�YJtPMVZÊSJO}QRNRQRYSJ

�RQ�JPY�OP�JQM)

pJO�MVUQJOU�JQR�RU�JM{JZPMØY}QY�J{VQVPYJ}OS�JèM�S+

pJ{VQVPYJQOÜJPOQYS+

pJ�Y�ONRMPJM{J}M�ZYQRQMPSJËWOVU}�JM{J}M�ZYQRU�JZPM�V}QS�J

�OPÝYQRU�JRURQROQRNYS�JYQ}ÏÌ+JOU�

pJOZZPMZPROQYJ�RS}MVUQJPOQYÏ

uVYJQMJQ�YJO�MNYJ{O}QMPSJOU�JQ�MSYJ{VPQ�YPJ�YS}PR�Y�JRUJLMQYJ

]�JO}QVOWJ}OS�JèM�SJOU�JNOWVYSJ}MVW�JNOP�JSR�UR�}OUQW�J{PM�J

{MPY}OSQY�J{VQVPYJ}OS�JèM�SJOU�JPYWOQY�JNOWVYSJ�YPRNY�JVSRU�J

�RS}MVUQRU�JQY}�UR�VYSÏ

r�YJPY}MNYPO�WYJO�MVUQJM{J}OS���YUYPOQRU�JVURQSJOU�J

PYWOQY�J�MM��RWWJRSJVSVOWW�J�OSY�JMUJQ�YJ{ORPJNOWVYJWYSSJ}MSQSJM{J

�RSZMSOWJ�YPRNY�J{PM�JOZZW�RU�J�RS}MVUQY�J{VQVPYJ}OS�JèM�SJ

�OSY�JMUJQ�YJÝY�JOSSV�ZQRMUSJRUJQ�YJ{MWWM�RU�JQO�WY)

J p�OP�O}YVQR}OWSJJ TW}MUJJ �OU�MÓJ

J ×JJ ×JJ ×J

wOS�JèM�SJ�PM�Q�JPOQYJJ JJ JJ J

OSSV�ZQRMUSJO{QYPJJ JJ JJ J
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WRMUJRUJQ�YJp�OP�O}YVQR}OWSJuRNRSRMUJOU�J��ußÍ̂ J�RWWRMUJRUJ

QMQOWJRUJQ�YJ�OU�MÓJOU�JTW}MUJ�RNRSRMUSÌÏ
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�PRNYUJ��JQ�YJ��uß][ÏÙJ�RWWRMUJYÜ}YZQRMUOWJZPY�QOÜJ�ORUSJ{MP�J

Q�YJZMPQ{MWRMJQPOUS{MP�OQRMUJQPOUSO}QRMUSJ�RQ�Jt�ÔJOU�JxRWW�Ï
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MZYPOQRMUSJYÜ}WV�RU�J�YZPY}ROQRMUJM{JZPMZYPQ��JZWOUQJOU�JY�VRZ�

�YUQJËRU}WV�RU�JOU�JPYWOQY�JR�ZORP�YUQJ}�OP�YSÌJOU�JO�MPQR�

ÓOQRMUJM{JRUQOU�R�WYJOSSYQSJËRU}WV�RU�JOU�JPYWOQY�JR�ZORP�YUQJ
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J ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJJ ��uJ�RWWRMUSJ
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ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� I�k��J� GG�nIkJ� ú���GG�J

uYZPY}ROQRMUJM{JZPMZYPQ��JJ JJ JJ J

ZWOUQJçJY�VRZ�YUQJ ]JÍÙ\JJ ]ĴæÖJJ ãJ]]ÖJ
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�������� ��á��¿�
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�ïé�ôîííî'ð÷ù�ìñé�ìòhøëêõé÷êë�êî�ìññð,é�ìê��îñé�Áñîëë��ñîûê�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� J� J� J� J�J �J

oQ�YPJPYNYUVYSJ ÎÍÙJJ JJ JJ JJ ãJ[æJJ Î]ÎJ
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sU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJ [ÖÖJJ Í[ÕJJ JJ JJ [Î[JJ Îæ]J

oQ�YPJ�UOU}ROWJRU}M�YJOU�JYÜZYUSYJ ãJÍ̂ÍJJ JJ JJ JJ ÍÕ\JJ ãJ[ÍJ

]JT�MPQRÓOQRMUJM{JRUQOU�R�WYJOSSYQS)JwMSQJM{J�MM�SJSMW�JRU}WV�YSJPY}VPPRU�JO�MPQRÓOQRMUJM{JO}�VRPY�JPR��QSJQMJRU��OPÝYQJZPM�V}QSJOU�JMQ�YPJZPM�V}QRMU�PYWOQY�JRUQOU�R�WYJOSSYQS+J

XYSYOP}�JçJuYNYWMZ�YUQJRU}WV�YSJQ�YJPY}VPPRU�JO�MPQRÓOQRMUJM{JO}�VRPY�JPR��QSJ{MPJQY}�UMWM��JZWOQ{MP�S+JsU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJRU}WV�YSJ��uJÍ[ÕJ�RWWRMUJ{MPJQ�YJ

LMNOPQRSJS�OPYJM{JQ�YJYSQR�OQY�JXM}�YJ}MPYJRQY�SÏ
[Js�ZORP�YUQS)JwMSQJM{J�MM�SJSMW��JXYSYOP}�JçJuYNYWMZ�YUQJOU�JoQ�YPJYÜZYUSYJ}MUSRSQJZPRU}RZOWW�JM{JUYQJR�ZORP�YUQJ}�OP�YSJMPJPYNYPSOWSJPYWOQY�JQMJRUQOU�R�WYJOSSYQS�JZPMZYPQ��J

ZWOUQJOU�JY�VRZ�YUQ�JOU�J�UOU}ROWJOSSYQS+JoQ�YPJRU}M�YJRU}WV�YSJOJPYNYPSOWJM{JOUJR�ZORP�YUQJPYWOQY�JQMJZPMZYPQ��JZWOUQJOU�JY�VRZ�YUQÏ
ÕJT}�VRSRQRMUJMPJ�RNYSQ�YUQJPYWOQY�JRQY�S�JRU}WV�RU�JPYSQPV}QVPRU�JOU�JRUQY�POQRMUJ}�OP�YS)JoQ�YPJRU}M�YJOU�JoQ�YPJYÜZYUSYJRU}WV�YJRQY�SJPYWOQY�JQMJQ�YJZMPQ{MWRMJQPOUS{MP�OQRMUÏ
ÍJoQ�YPJYÜ}YZQRMUOWJRQY�S)JoQ�YPJPYNYUVYSJOU�JoQ�YPJRU}M�YJRU}WV�YJO��RQRMUOWJ�ORUSJ{PM�JZPM�V}QJ�RNYSQ�YUQS+JwMSQJM{J�MM�SJSMW�JOU�JoQ�YPJYÜZYUSYJRU}WV�YJ}�OP�YSJ{MPJQ�YJ

tPMVZ��R�YJPOQRMUOWRÓOQRMUJM{J�OUV{O}QVPRU�JSRQYS+JJwMSQJM{J�MM�SJSMW�JOWSMJRU}WV�YSJOUJRUNYUQMP�J�PRQY�M~+J�OPÝYQRU�JçJ�OWYS�JXYSYOP}�JçJuYNYWMZ�YUQJOU�JoQ�YPJYÜZYUSYJ

RU}WV�YJMQ�YPJPYSQPV}QVPRU�J}�OP�YS+JXYSYOP}�JçJuYNYWMZ�YUQJOWSMJRU}WV�YSJYÜZYUSYSJPYWOQY�JQMJZPM�V}QJO}�VRSRQRMUS+JtYUYPOWJçJT��RURSQPOQRMUJRU}WV�YSJ}�OP�YSJ{MPJ

QPOUS{MP�RU�JsrJOU�J�UOU}YJZPM}YSSYSJOU�JYÜZYUSYSJPYWOQY�JQMJSYQVZJ}MSQSJ{MPJLMNOPQRSJ�VSRUYSSJ�YPNR}YS+JoQ�YPJRU}M�YJOWSMJRU}WV�YSJOJ�ORUJM{J��uJ]]\J�RWWRMUJ{PM�JOJ��RSSJ

ZYUSRMUJZWOUJO�YU��YUQJOU�JRQY�SJPYWOQY�JQMJZMPQ{MWRMJQPOUS{MP�OQRMU+JoQ�YPJYÜZYUSYJOWSMJRU}WV�YSJWY�OWJSYQQWY�YUQJZPMNRSRMUS+JsU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJRU}WV�YSJ

��uJ[Î[J�RWWRMUJ{MPJQ�YJLMNOPQRSJS�OPYJM{JQ�YJYSQR�OQY�JorwJØMRUQJNYUQVPYJ}MPYJRQY�S+JoQ�YPJ�UOU}ROWJRU}M�YJOU�JYÜZYUSYJRU}WV�YSJOJ}�OP�YJM{J��uJÍ]\�JPYWOQY�JQMJyYUYÓVYWOJ

}MUSRSQRU�JM{J{MPYR�UJYÜ}�OU�YJWMSSYSJË��uJ[]]J�RWWRMUÌJ�JWMSSJMUJQ�YJSOWYJM{Jpuy�TJ�MU�SJË��uJ][ÙJ�RWWRMUÌJOU�JQ�YJ�MUYQOP�JWMSSJ�VYJQMJ��ZYPRUèOQRMUJË��uJÙ[J�RWWRMUÌÏ
^JrOÜYSJMUJQ�YJO�ØVSQ�YUQSJ�YQ�YYUJsvX�JOU�J}MPYJPYSVWQSJQOÝYJRUQMJO}}MVUQ�J{MPJYO}�JRU�RNR�VOWJRQY�JRU}WV�Y�JRUJQ�YJO�ØVSQ�YUQ�JQ�YJQOÜJPOQYJQ�OQJ�RWWJ�UOWW�J�YJOZZWR}O�WYJQMJQ�YJ

RQY�J�OSY�JMUJQ�YJØVPRS�R}QRMUJ��YPYJQ�YJO�ØVSQ�YUQJ�RWWJ�UOWW�J�ONYJOJQOÜJR�ZO}QÏJtYUYPOWW��JQ�RSJPYSVWQSJRUJO�MPQRÓOQRMUJOU�JR�ZORP�YUQJM{JRUQOU�R�WYJOSSYQSJOU�JO}�VRSRQRMU�

PYWOQY�JPYSQPV}QVPRU�JOU�JRUQY�POQRMUJRQY�SJ�ONRU�JOJ{VWWJQOÜJR�ZO}QÏJr�YPYJRSJVSVOWW�JOJQOÜJR�ZO}QJMUJYÜ}YZQRMUOWJRQY�SJOWQ�MV��JQ�RSJRSJUMQJOW�O�SJQ�YJ}OSYJ{MPJRQY�SJOPRSRU�J{PM�J

WY�OWJSYQQWY�YUQSJRUJ}YPQORUJØVPRS�R}QRMUSÏJT�ØVSQ�YUQSJPYWOQY�JQMJRU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJOPYJPY}MP�Y�JUYQJM{JOU�JPYWOQY�JQOÜJY~Y}QÏJuVYJQMJQ�YSYJ{O}QMPSJOU�JQ�YJ

�R~YPRU�JY~Y}QRNYJQOÜJPOQYSJRUJQ�YJNOPRMVSJØVPRS�R}QRMUS�JQ�YJQOÜJMUJQ�YJQMQOWJO�ØVSQ�YUQSJ{MPJ}MUQRUVRU�JMZYPOQRMUSJM{J��uJÖÏ\J�RWWRMUJQMJOPPRNYJOQJQ�YJ}MPYJPYSVWQSJ�Y{MPYJQOÜJ

O�MVUQSJQMJ��uJÎÍ̂ J�RWWRMUÏJr�YJONYPO�YJQOÜJPOQYJMUJQ�YJO�ØVSQ�YUQSJ{MPJ}MUQRUVRU�JMZYPOQRMUSJRSJ]̂ÏÎ×Ï
ÖJwMPYJO�ØVSQ�YUQSJMUJUYQJRU}M�YJ�Y{MPYJQOÜJM{J�RS}MUQRUVY�JMZYPOQRMUSJRU}WV�YJ�ORUSJ{PM�JQ�YJ�RNYSQ�YUQJM{JTUR�OWJÐYOWQ�JË��uJÍÏÖJ�RWWRMUÌJOU�J{PM�JQ�YJQPOUSO}QRMUSJ�RQ�Jt�ÔJ

Ë��uJ[ÏæJ�RWWRMUJ{MPJQ�YJUMU�RUèVYUÓOJyO}}RUYSJ�VSRUYSSJOU�J��uĴÏÎJ�RWWRMUJPYSVWQRU�J{PM�JQ�YJ}MUQPR�VQRMUJM{JQ�YJ{MP�YPJLMNOPQRSJorwJuRNRSRMUJRUQMJQ�YJt�ÔJwMUSV�YPJ

ÐYOWQ�}OPYJØMRUQJNYUQVPYJRUJYÜ}�OU�YJ{MPJÕÖÏ̂×JRUQYPYSQJRUJQ�RSJUY�W�J}PYOQY�JYUQRQ�Ì�JOSJ�YWWJOSJO��RQRMUOWJQPOUSO}QRMU�PYWOQY�JYÜZYUSYSJM{J��uJ\ÏÖJ�RWWRMUJOU�JMQ�YPJZMPQ{MWRMJ

QPOUS{MP�OQRMU�PYWOQY�J}MSQSÏ
ÙJqOPURU�SJZYPJS�OPYJËqp�ÌJRSJ}OW}VWOQY�JMUJQ�YJO�MVUQJM{JUYQJRU}M�YJOQQPR�VQO�WYJQMJS�OPY�MW�YPSJM{JLMNOPQRSJTtÏ
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rOÜYSJ{PM�J�RS}MUQRUVY�JMZYPOQRMUSJ ãJÎÖJJ JJ JJ JJ JJ ãJÍÕJ

�éê�ð÷öîõé�0�íîëë�ôñîõ�òðëöî÷êð÷øéò�îóéñìêðî÷ë� ú�mm�J� J� J� J� J� Gn�J

�éê�ð÷öîõé� Gn��InJ� J� J� J� J� G���||J

"ìëðö��� �ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë�#¿ À$JÙ� m%HkJ� J� J� J� J� |%GkJ

�OSR}Jqp�J{PM�J�RS}MUQRUVY�JMZYPOQRMUSJË��uÌJÙJ ãJ\Ï]æJ� J� J� J� JJ \Ï\ÍJ

rMQOWJ�OSR}Jqp�JË��uÌJÙ� m%�GJ� J� J� J� J� |%�HJ

J J J J J J J J J J J J

�ïé�ôîííî'ð÷ù�ìñé�ìòhøëêõé÷êë�êî�ìññð,é�ìê��îñé�Áñîëë��ñîûê�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ëJ JJ JJ JJ

oQ�YPJPYNYUVYSJ ]J[]̂ JJ JJ JJ JJ ãJÕ\[JJ Î]ÕJ

wMSQJM{J�MM�SJSMW�J ãJ]ÙJÕÍ̂ JJ [JÖÎ[JJ ãJ[]JJ JJ ]ÖÕJJ ãJ]ÍĴ]]J
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XYSYOP}�JçJuYNYWMZ�YUQJRU}WV�YSJQ�YJPY}VPPRU�JO�MPQRÓOQRMUJM{JO}�VRPY�JPR��QSJ{MPJQY}�UMWM��JZWOQ{MP�S+JoQ�YPJYÜZYUSYJRU}WV�YSJO�MPQRÓOQRMUJM{JRUQOU�R�WYJOSSYQS+JsU}M�YJ

{PM�JOSSM}ROQY�J}M�ZOURYSJRU}WV�YSJ��uJ[̂ÙJ�RWWRMUJ{MPJQ�YJLMNOPQRSJS�OPYJM{JQ�YJYSQR�OQY�JXM}�YJ}MPYJRQY�SÏ
[Js�ZORP�YUQS)JwMSQJM{J�MM�SJSMW��JXYSYOP}�JçJuYNYWMZ�YUQ�JoQ�YPJRU}M�YJOU�JoQ�YPJYÜZYUSYJ}MUSRSQJZPRU}RZOWW�JM{JUYQJR�ZORP�YUQJ}�OP�YSJMPJPYNYPSOWSJPYWOQY�JQMJRUQOU�R�WYJ

OSSYQS�JZPMZYPQ��JZWOUQJOU�JY�VRZ�YUQJOU�J�UOU}ROWJOSSYQSÏ
ÕJT}�VRSRQRMUJMPJ�RNYSQ�YUQ�PYWOQY�JRQY�S�JPYSQPV}QVPRU�JOU�JRUQY�POQRMUJ}�OP�YS)JoQ�YPJYÜZYUSYJRU}WV�YSJ}MSQSJPYWOQY�JQMJQ�YJZMPQ{MWRMJQPOUS{MP�OQRMUÏ
ÍJoQ�YPJYÜ}YZQRMUOWJRQY�S)JoQ�YPJPYNYUVYSJRU}WV�YSJOUJO�MVUQJ{MPJOJ}M��YP}ROWJSYQQWY�YUQ+JwMSQJM{J�MM�SJSMW�JRU}WV�YSJ}�OP�YSJ{MPJQ�YJtPMVZ��R�YJPOQRMUOWRÓOQRMUJM{J

�OUV{O}QVPRU�JSRQYS+J�OPÝYQRU�JçJ�OWYS�JXYSYOP}�JçJuYNYWMZ�YUQJOU�JtYUYPOWJçJT��RURSQPOQRMUJRU}WV�YJ}�OP�YSJ{MPJQPOUS{MP�RU�JsrJOU�J�UOU}YJZPM}YSSYS+JoQ�YPJRU}M�YJ

RU}WV�YSJZPM�V}Q�PYWOQY�J�RNYSQ�YUQJ�ORUSJOU�J�ORUSJRUJQ�YJLMNOPQRSJyYUQVPYJvVU��JOUJRUSVPOU}YJPY}MNYP�JUYQJM{JOJ�Y{YPPY�JO�MVUQ�JOJZOPQROWJPYNYPSOWJM{JOJWY�OWJYÜZYUSYJ

ZPMNRSRMU�JOJPY�V}QRMUJRUJPYSQPV}QVPRU�JZPMNRSRMUS�JOU�JQ�YJR�ZO}QJ{PM�JOJZMSQ�PYQRPY�YUQJ�Y�R}OWJZWOUJO�YU��YUQ+JoQ�YPJYÜZYUSYJRU}WV�YSJPYSQPV}QVPRU�JZPMNRSRMUJ}�OP�YS�J

}�OP�YSJ{MPJQPOUS{MP�RU�JsrJOU�J�UOU}YJZPM}YSSYS�JOUJYÜZYUSYJPYWOQY�JQMJ{�������JRUJsQOW��JQ�YJYÜZYUSYJM{J��uJ[\ÍJ�RWWRMUJPYWOQY�JQMJQ�YJO�NOU}Y�YUQJM{JQ�YJQR�RU�JM{JPY}MP�RU�J

Q�YJ��JÐYOWQ�}OPYJvYYJWRO�RWRQ�JOSJOJPYSVWQJM{J�UOWJPY�VWOQRMUSÏJsU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJRU}WV�YSJ�ORUSJ{PM�JQ�YJ�RNYSQ�YUQJM{Js�YURÜJOU�Jxr�JS�OPY�MW�RU�SÏ
^JrOÜYSJMUJQ�YJO�ØVSQ�YUQSJ�YQ�YYUJsvX�JOU�J}MPYJPYSVWQSJM{J}MUQRUVRU�JMZYPOQRMUSJQOÝYJRUQMJO}}MVUQ�J{MPJYO}�JRU�RNR�VOWJRQY�JRU}WV�Y�JRUJQ�YJO�ØVSQ�YUQ�JQ�YJQOÜJPOQYJQ�OQJ�RWWJ

�UOWW�J�YJOZZWR}O�WYJQMJQ�YJRQY�J�OSY�JMUJQ�YJØVPRS�R}QRMUJ��YPYJQ�YJO�ØVSQ�YUQJ�RWWJ�UOWW�J�ONYJOJQOÜJR�ZO}QÏJtYUYPOWW��JQ�RSJPYSVWQSJRUJO�MPQRÓOQRMUJOU�JR�ZORP�YUQJM{JRUQOU�R�WYJ

OSSYQSJOU�JO}�VRSRQRMU�PYWOQY�JPYSQPV}QVPRU�JOU�JRUQY�POQRMUJRQY�SJ�ONRU�JOJ{VWWJQOÜJR�ZO}QÏJr�YPYJRSJVSVOWW�JOJQOÜJR�ZO}QJMUJYÜ}YZQRMUOWJRQY�SJOWQ�MV��JQ�RSJRSJUMQJOW�O�SJQ�YJ}OSYJ

{MPJRQY�SJOPRSRU�J{PM�JWY�OWJSYQQWY�YUQSJRUJ}YPQORUJØVPRS�R}QRMUSÏJT�ØVSQ�YUQSJPYWOQY�JQMJRU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJOPYJPY}MP�Y�JUYQJM{JOU�JPYWOQY�JQOÜJY~Y}QÏJuVYJQMJ

Q�YSYJ{O}QMPSJOU�JQ�YJ�R~YPRU�JY~Y}QRNYJQOÜJPOQYSJRUJQ�YJNOPRMVSJØVPRS�R}QRMUS�JQ�YJQOÜJMUJQ�YJQMQOWJO�ØVSQ�YUQSJM{J��uJ[ÏÍJ�RWWRMUJQMJOPPRNYJOQJQ�YJ}MPYJPYSVWQSJ�Y{MPYJQOÜJO�MVUQSJQMJ

��uJÍæÕJ�RWWRMUÏJr�RSJPYSVWQSJRUJQ�YJONYPO�YJQOÜJPOQYJMUJQ�YJO�ØVSQ�YUQSJ�YRU�J[\Ï\J×Ï
ÖJwMPYJO�ØVSQ�YUQSJMUJUYQJRU}M�YJ�Y{MPYJQOÜJM{J�RS}MUQRUVY�JMZYPOQRMUSJRU}WV�YSJ�ORUW�JQ�YJJ��uJ]Ï]J�RWWRMUJR�ZORP�YUQJ}�OP�YJOSJOJPYSVWQJM{JQ�YJSOWYJM{JQ�YJRUèVYUÓOJNO}}RUYSJ

�VSRUYSSJOU�JVU�YPJ�RNYSQ�YUQJPYWOQY�J}MPYJO�ØVSQ�YUQSJQ�YJ��uJ\ÏÎJ�RWWRMUJ�ORUJMUJQ�YJ�RSZMSOWJM{JQ�YJ�WMM�JQPOUS{VSRMUJ�RO�UMSQR}SJVURQJMUJåOUVOP�JÎ�J[\]Í�JZOPQW�JM~SYQJ��J

�RNYSQ�YUQ�PYWOQY�JYÜZYUSYÏ
ÙJqOPURU�SJZYPJS�OPYJËqp�ÌJRSJ}OW}VWOQY�JMUJQ�YJO�MVUQJM{JUYQJRU}M�YJOQQPR�VQO�WYJQMJS�OPY�MW�YPSJM{JLMNOPQRSJTtÏ
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�nG|���À��nGm�������������������Û���� ��� ¿�� ����������� ¿�� �ú�"¡� �ÁÛ���

J p�OP�O}YVQR}OWSJ TW}MUJ �OU�MÓJ wMPZMPOQYJ rMQOW

J J J J J tPMVZ

J [\]̂JJ [\]ÍJJ [\]̂JJ [\]ÍJJ [\]̂JJ [\]ÍJJ [\]̂JJ [\]ÍJJ [\]̂JJ [\]ÍJ

J ��uJJJ ��uJJJ ��uJJJ ��uJJJ ��uJJJ ��uJJJ ��uJJJ ��uJJJ ��uJJJ ��uJJ

J �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJJ �RWWRMUSJ

svX�JoZYPOQRU�JRU}M�YJ� J� J� J� J� J� J� J� J� J� J

{PM�J}MUQRUVRU�JMZYPOQRMUS� ��|k�J� I�m�GJ� �kmJ� G�|k�J� G�nn|J� G�nIIJ� ú�mGkJ� ú���J� I�k��J�GG�nIkJ

�õîñêð*ìêðî÷�îô�ð÷êì÷ùðüíé�ìëëéêë� G��knJ� ���J� ��n�HJ� ��n�mJ� H|�J� mnnJ� J� HJ� H��nkJ� ���mHJ

s�ZORP�YUQSJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßßsUQOU�R�WYJOSSYQSJ ]ÎJJ [Õ]JJ ][\JJ ÙJJ [ÙJJ ÕÎJJ JJ JJ ]ÖÖJJ [ÙÙJ

ßßßpPMZYPQ��JZWOUQJçJY�VRZ�YUQJJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßßPYWOQY�JQMJQ�YJtPMVZ��R�YJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßßPOQRMUOWRÓOQRMUJM{J�OUV{O}QVPRU�JSRQYSJ ÖJJ [ÕJJ JJ JJ æÕJJ JJ JJ JJ æÎJJ [ÕJ

ßßßoQ�YPJZPMZYPQ��JZWOUQJçJY�VRZ�YUQJ ãJÍ̂ JJ ãJæJJ ]JJ ãJ]JJ ]ÍJJ ÙJJ []JJ [ÕJJ ãJÎJJ []J

ßßßvRUOU}ROWJOSSYQSJ Õ[JJ [\JJ JJ JJ JJ ]JJ Î]JJ Î]JJ ][ÕJJ ]][J

�îêìí�ðõóìðñõé÷ê�öïìñùéë� G�J� ���J� G�GJ� �J� G�mJ� m�J� GG�J� GGmJ� H�kJ� mHHJ

ßßßT}�VRSRQRMUJMPJ�RNYSQ�YUQJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßßPYWOQY�JRQY�SJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßß�JsU}M�YJ ãJ[[JJ JJ JJ JJ ãJ]JJ JJ ãJ[Ö\JJ JJ ãJ[æÕJJ J

ßßß�JqÜZYUSYJ []ÍJJ ÕÕJJ JJ JJ ]JJ JJ [̂\JJ JJ ÍÖ̂ JJ ÕÕJ

�îêìí�ìöYøðëðêðî÷�îñ�òð,éëêõé÷ê�� J� J� J� J� J� J� J� J� J� J

ñéíìêéò�ðêéõëZ�÷éê� Gk�J� HHJ� J� J� J� J� ú�GnJ� J� GI�J� HHJ

oQ�YPJYÜ}YZQRMUOWJRQY�SJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßßqÜ}YZQRMUOWJ�RNYSQ�YUQJ�ORUSJ ãJÖ[ÖJJ ãJ[ÕÙJJ JJ JJ JJ JJ ãĴÍJJ ãJ[ÎÍJJ ãJÖæ\JJ ãĴÕ]J

ßßßXYSQPV}QVPRU�JRQY�SJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßß�JsU}M�YJ ãJ[ÙJJ ãĴÖJJ ãJÙJJ ãJ[ÍJJ JJ ãJÕJJ ãĴJJ JJ ãJÕÎJJ ãJæÕJ

ßßß�JqÜZYUSYJ ÕÎ]JJ ÖÕ[JJ Ö\JJ Î̂ JJ ][]JJ []JJ Ù̂JJ ]JJ Ö[ÎJJ ÙÍÎJ

ßßßxY�OW�PYWOQY�JRQY�SJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

ßßß�JqÜZYUSYJ Ù̂æJJ ][̂ JJ ÍJJ JJ Í\JJ JJ ãJÕ\JJ Õ\JJ Î̂[JJ ]̂^J

ßßßT��RQRMUOWJYÜ}YZQRMUOWJRU}M�YJ ãJ]]ÎJJ ãJ]̂æJJ ãĴJJ ãJ[ÎJJ ãJ[JJ JJ ãJÖæJJ ãJÕ]̂ JJ ãJ]ÎÍJJ ãĴ\[J

ßßßT��RQRMUOWJYÜ}YZQRMUOWJYÜZYUSYJ ]Õ[JJ ]Ö[JJ ÕÕJJ ]\[JJ ]̂ JJ ]æJJ Ö̂ JJ ]\̂ JJ [Í̂ JJ ÕæÙJ

�îêìí�îêïéñ�éýöéóêðî÷ìí�ðêéõë� H�kJ� m�IJ� I|J� GmmJ� G�mJ� H�J� ú�H|J� ú�m�HJ� ||HJ� G�|J

�îêìí�ìòhøëêõé÷êë� G�I�HJ� G�nmHJ� ����kJ� ���GmJ� �|mJ� mIHJ� ��J� ú�H|�J� m�IGHJ� H�HImJ

�îñé�îóéñìêð÷ù�ð÷öîõé�� J� J� J� J� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� k�m�nJ� k�|GmJ� H�n�HJ� H�IGGJ� G��|kJ� G�|�GJ� ú�H|�J� ú�m�HJ�GH��knJ�Gm�m�HJ

��	|	
�	���	������ Hn%kJ� �k%kJ� HG%�J� H|%�J� GI%GJ� G�%mJ� J� J� ��%kJ� ��%�J

sU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJ JJ æ][JJ JJ JJ [JJ ÍJJ [ÖÍJJ ]J]\[JJ [ÖÖJJ ]JÎ]æJ

wMPYJO�ØVSQ�YUQSJQMJRU}M�YJJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

{PM�JOSSM}ROQY�J}M�ZOURYS�JUYQJM{JQOÜJ JJ ãJæ][JJ JJ JJ JJ JJ Ù]̂ JJ ãJ]ÖÕJJ Ù]̂ JJ ãJÎÙ̂ J

sUQYPYSQJYÜZYUSYJ JJ JJ JJ JJ JJ JJ JJ JJ ãJÖ̂^JJ ãJÙ\ÍJ

oQ�YPJ�UOU}ROWJRU}M�YJOU�JYÜZYUSYJ]J JJ JJ JJ JJ JJ JJ JJ JJ ãJ[ÍJJ ãJÕ]J

rOÜYSJËO�ØVSQY�J{MPJO�MNYJRQY�SÌJ JJ JJ JJ JJ JJ JJ JJ JJãJ[J\̂]JJãJ[J\[æJ

�îñé�÷éê�ð÷öîõé�� J� J� J� J� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� J� J� J� J� J� J� J� J�G��nmGJ�G���|HJ

wMPYJUYQJRU}M�YJJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

{PM�J�RS}MUQRUVY�JMZYPOQRMUSJ[J JJ JJ JJ JJ JJ JJ JJ JJ ãJ[̂ÖJJ ]\[J

�îñé�÷éê�ð÷öîõé� J� J� J� J� J� J� J� J�GG��I|J�G���||J

wMPYJUYQJRU}M�YJ� J� J� J� J� J� J� J� JJ JJ J

OQQPR�VQO�WYJQMJS�OPY�MW�YPS� J� J� J� J� J� J� J� JJ]]JÙÙÍJJ][JÖæ̂ J

�îñé�üìëðö��� �ôñîõ�J JJ JJ JJ JJ JJ JJ JJ J� J� J

öî÷êð÷øð÷ù�îóéñìêðî÷ë�#¿ À$JÕJ JJ JJ JJ JJ JJ JJ JJ J� |%nGJ� |%GkJ

wMPYJ�OSR}Jqp�J{PM�JJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

�RS}MUQRUVY�JMZYPOQRMUSJË��uÌJÕJ JJ JJ JJ JJ JJ JJ JJ JJ ãJ\Ï]]JJ \Ï\ÍJ

�îêìí�öîñé�üìëðö��� �#¿ À$JÕ� J� J� J� J� J� J� J� J� m%knJ� |%�HJ

]JT�ØVSQ�YUQSJ{MPJ}�OP�YSJM{J��uJ\ÏÍJ�RWWRMUJOPYJPYWOQY�JQMJyYUYÓVYWOJSV�SR�ROPRYSÏ
[JvMPJ�YQORWSJMUJ�RS}MUQRUVY�JMZYPOQRMUSJPY}MU}RWROQRMUJ{PM�JsvX�JQMJ}MPYJUYQJRU}M�Y�JZWYOSYJPY{YPJQMJZO�YJ]ÖÙJOU�J]ÖæÏ
ÕJqOPURU�SJZYPJS�OPYJËqp�ÌJRSJ}OW}VWOQY�JMUJQ�YJO�MVUQJM{JUYQJRU}M�YJOQQPR�VQO�WYJQMJS�OPY�MW�YPSJM{JLMNOPQRSJTtÏ
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��uJ�RWWRMUSJVUWYSSJRU�R}OQY�JMQ�YP�RSYJ �]JJ �[JJ �ÕJJ �ÍJJ [\]̂JJ �]JJ �[JJ �ÕJJ �ÍJJ [\]ÍJ

�éê�ëìíéë�êî�êïðñò�óìñêðéë�� J� J� J� J� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� GG�kH|J�G���kmJ�G����|J�G��|�nJ�mk�mGmJ�G�����J�GH�Hm�J�G��kkGJ�GH�n�|J�|��GInJ

�OWYSJQMJ�RS}MUQRUVY�JMZYPOQRMUSJ [ÖJJ \JJ \JJ \JJ [ÖJJ Ö̂ JJ ÖÍJJ ^̂ JJ ^̂ JJ [ÕÎJ

�éê�ëìíéë�ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� GG�k�GJ�G���kmJ�G����|J�G��|�nJ�mk�mmnJ�G��IH�J�GH�mGGJ�GH�nm�J�GH�GHnJ�|��mGkJ

oQ�YPJPYNYUVYSJ [Í]JJ [\[JJ [[\JJ [æÍJJ ÎÍÙJJ ]ÎÎJJ Õ̂æJJ [̂ÍJJ [[ÍJJ ]J[]̂ J

wMSQJM{J�MM�SJSMW�J ãJÕJÎæ\JJãJÍJÍæÙJJãJÍJÕææJJãJÍĴÍÎJJãJ]ÙJÍ\ÍJJãJÍJ]Õ\JJãJÍJÕÙæJJãJÍJÍ[]JJãJÍJÍ]ÖJJãJ]ÙJÕÍ̂ J

Áñîëë�óñîûê� I����J� I�mnkJ� I�nk�J� I��||J�H��kIHJ� I�knGJ� k�|�GJ� I�I�kJ� I�kHIJ�H���IkJ

�OPÝYQRU�JçJ�OWYSJ ãJ[JÖÎ]JJãJÕJ\]ÖJJãJ[JæÎ\JJãJÕJ]Ù̂ JJãJ]]JÙÙ[JJãJ[JÎææJJãJÕJ]ææJJãJ[JÎÙ[JJãJÕJ[[ÎJJãJ][JÕÙÙJ

XYSYOP}�JçJuYNYWMZ�YUQJ ãJ[J\ÖÙJJãJ[J[\ÖJJãJ[J]Î\JJãJ[JÍÙ[JJãJæJÎÕ̂ JJãJ[J[]\JJãJ[J]ÙæJJãJ[J]Ö]JJãJ[ĴÕÙJJãJÎJ\æÖJ

tYUYPOWJçJT��RURSQPOQRMUJ ãĴÎ]JJ ãJÖ\]JJ ãĴÙÕJJ ãJÙ]\JJãJ[JÍÙ̂ JJ ãJÖÍÎJJ ãJÖÕæJJ ãĴÎÕJJ ãJÙÕÖJJãJ[JÖ]ÖJ

oQ�YPJRU}M�YJ Í]ÍJJ Õ̂ÙJJ Öæ[JJ Î̂ÖJJ [J\ÍÎJJ [ÕÖJJ [\ÙJJ ÕÍ[JJ Ö\ÖJJ ]JÕÎ]J

oQ�YPJYÜZYUSYJ ãĴ\[JJ ãJÖÖ[JJ ãJæÎ[JJ ãJæ]ÙJJãJ[JæÙÕJJ ãJÍÙ̂ JJ ãĴÎ\JJ ãJÙ̂ÖJJ ãJÖÎ]JJãJ[Ĵ][J

�óéñìêð÷ù�ð÷öîõé�� J� J� J� J� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� ���I|J� ���IGJ� ���HmJ� G����J� I�k��J� ��IG|J� H�GImJ� ���HkJ� ��H|GJ�GG�nIkJ

sU}M�YJ{PM�JOSSM}ROQY�J}M�ZOURYSJ ]̂ JJ ][]JJ ][\JJ ]\JJ [ÖÖJJ []̂ JJ ]æ̂ JJ ÎÕæJJ æ̂\JJ ]JÎ]æJ

sUQYPYSQJYÜZYUSYJ ãJ]ÙÎJJ ãJ]ÖÍJJ ãJ]̂ÍJJ ãJ]̂æJJ ãJÖ̂^JJ ãJ]ÖæJJ ãJ]ÖÖJJ ãJ]æ[JJ ãJ]ææJJ ãJÙ\ÍJ

oQ�YPJ�UOU}ROWJRU}M�YJOU�JYÜZYUSYJ Ù̂JJ ãJæ[JJ ãJÕ]JJ ãJÕÎæJJ ãJÍ̂ÍJJ ãJ[̂ JJ ãĴÖJJ ÕÙJJ ]ÕJJ ãJÕ]J

�÷öîõé�üéôîñé�êìýéë�� J� J� J� J� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� ����IJ� ��G|�J� ��G�kJ� G�GHGJ� I�GHmJ� ��IH�J� H�Gm�J� H�|H�J� ���|�J�G�����J

rOÜYSJ ãJÕÙ[JJ ãJÕ\\JJ ãJÕ̂ÙJJ ãJÙÙJJãJ]J]\ÖJJ ãJÕæÕJJ ãJÍ[ÍJJ ãJÍÕ\JJ ãJÕ\æJJãJ]ĴÍ̂ J

�éê�ð÷öîõé�� J� J� J� J� J� J� J� J� J� J

ôñîõ�öî÷êð÷øð÷ù�îóéñìêðî÷ë� ��Hn�J� G�I|�J� G�IG�J� G�n|mJ� ��n�IJ� ��m|mJ� ����HJ� H�Gn�J� ��mmIJ�Gn����J

LYQJRU}M�YþWMSSJ JJ JJ JJ JJ JJ JJ JJ JJ JJ J

{PM�J�RS}MUQRUVY�JMZYPOQRMUSJ ]\JÖÎÎJJ ãJ]æJJ æÕJJ [JJ]\JÙÖÖJJ ]̂ÍJJ ãJ]ÕæJJ ]ÕæJJ ãJÎÖ]JJ ãJÍÍÙJ

�éê�ð÷öîõé� GH�nn|J� G�IHIJ� G�Ik|J� G�n|�J�G���kmJ� ��k�IJ� ��|I|J� H��mnJ� G�mI�J�Gn��InJ

������������	�
�	 J	 J	 J	 J	 J	 J	 J	 J	 J	 J

��������
�����	
�	�
������	��	 ��	��1J	 �	��lJ	 �	���J	 �	�1�J	��	���J	 �	���J	 �	111J	 �	���J	 �	���J	��	���J
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TW}MUJUYQJSOWYSJ JJ ÎJæ][JJ ]\Jæ[ÙJJ ]\JÍÎÖJJ ]\J[[̂JJ ÎJÎ̂æJ
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q�VRQ�J JJ ÙÙJ][[JJ Ù\JæÍÍJJ ÙÍJÍÙ[JJ ÖÎJ[ÖÕJJ Ö̂JÎæÎJ

uY�QþY�VRQ�JPOQRMJ JJ \Ï[æ)]JJ \Ï[Î)]JJ \Ï[Í)]JJ \Ï[æ)]JJ \ÏÕ])]J

wVPPYUQJPOQRMJ JJ \ÏÎÖ)]JJ ]ÏÕÎ)]JJ ]Ï]Ö)]JJ ]Ï]Ö)]JJ ]Ï\Í)]J
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TSJOJ×JM{JUYQJSOWYSJ ×JJ [ÙÏÍJJ [ÙÏÎJJ [ÖÏ̂JJ [̂ÏÙJJ [̂ Ï̂J

�øíí-êðõé�éYøð,ìíé÷ê�ìëëîöðìêéë�ìê�3éìñ-é÷òHZ�m� J� GGI��nnJ� GG��InkJ� GGk�H��J� GG��m�GJ� Gnk��nIJ

LYQJSOWYSJZYPJ{VWW�QR�YJY�VRNOWYUQJOSSM}ROQYJËONYPO�YÌÕJ ��uJJ Í]ÙJæÖ]JJ ÍÍ\J\[\JJ ÍÍÙJÍææJJ ÍÖ\JæÖÙJJ Íæ[J]̂]J
J J J J
]J[\]̂J�RNR�YU�)JpPMZMSOWJ{MPJS�OPY�MW�YPJOZZPMNOWJOQJQ�YJTUUVOWJtYUYPOWJ�YYQRU�JMUJvY�PVOP�J[Õ�J[\]ÖÏJsUJOWWJ�YOPS�JQ�RSJ��VPYJPYèY}QSJMUW�JO�MVUQSJZOR�JQMJQ�RP��ZOPQ�J

S�OPY�MW�YPSJM{JLMNOPQRSJTtÏ
[J�OSY�JMUJUYQJRU}M�YJOQQPR�VQO�WYJQMJQ�YJS�OPY�MW�YPSJM{JLMNOPQRSJTtÏ
ÕJwMUQRUVRU�JMZYPOQRMUS
ÍJo�UJY�ZWM�YYS

U�J(JUMQJ�YOURU�{VW
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NOVARTIS GROUP CONSOLIDATED

FINANCIAL STATEMENTS

CONSOLIDATED INCOME STATEMENTS
(For the years ended December 31,2015 and 2014)

Net sales to third parties from continuing operations

FINANCIAL REPORT

2014
USD millions

52 180

Note

 

Sales to discontinued segments

Net sales from continuing operations

239

52 419 

Other revenues 1215 

Cost of goods sold

Gross profit from continuing operations

— 17 345

36 289 

Marketing & Sales — 12 377 

Research & Development —9 086 

General & Administration —2 616 

Other income 1391 

Other expense

Operating income from continuing operations

—2 512

11089 

Income from associated companies 1918 

Interest expense — 704 

Other financial income and expense

Income before taxes from continuing operations

(Hm-[>00 —31
12 272 

Taxes

Net income from continuing operations

— 1 545

10 727 

Net income/loss from discontinued operations
Net income

Attributable to:

Shareholders of Novartis AG

30 —447

10 280

10210 

Non-controlling interests

Basic earnings per share (USD) from continuing operations

70

4.39 

Basic earnings per share (USD) from discontinued operations

Total basic earnings per share (USD)

Diluted earnings per share (USD) from continuing operations

— 0.18
4.21

4.31 

Diluted earnings per share (USD) from discontinued operations

Total diluted earnings per share (USD)

The accompanying Notes form an integral part of the consolidated financial statements.

— 0.18

4.13
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(For the years ended December 31,2015 and 2014)

 
 

 

 

 
 

 

 

 

 

 

 

 

 

2014
Note USD millions

Net income 10 280

Other comprehensive income to be eventually recycled into the consolidated income statement:

Fair value adjustments on marketable securities, net of taxes 89

Fair value adjustments on deferred cash flow hedges, net of taxes 21

Total fair value adjustments on financial instruments, net of taxes 110

Novartis share of other items recorded in comprehensive income recognized by associated companies,
net of taxes — 5

Currency translation effects — 2 220

Total of items to eventually recycle —2 115

Other comprehensive income never to be recycled into the consolidated income statement:

Actuarial losses from defined benefit plans, net of taxes —822

Total comprehensive income 7 343
Attributable to:

Shareholders of Novartis AG 7 274

Continuing operations 7 820

Discontinued operations — 546

Non-controlling interests 69

 
 

The accompanying Notes form an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(For the years ended December 31,2015 and 2014)

 

 
 

 

 
 

 

 

 

 

Issued share
capital and

reserves Non-
Share Treasury Retained attributable controlling Total

capital shares earnings Total value to Novartis interests equity
USD USD USD adiustments shareholders USD USD

Note millions millions millions USD millions USD millions millions millions

Total equity at January 1, 2014 1 001 - 89 73 065 366 74 343 129 74 472
Net income 10210 10210 70 10280

Other comprehensive income 8 — 5 — 2 931 — 2 936 — 1 — 2 937

Total comprehensive income 10 205 - 2 931 7 274 69 7 343
Dividends 9.1 —6810 —6810 —6810

Purchase of treasury shares 9.2 — 43 — 6 883 — 6 926 — 6 926

Increase of Treasury share repurchase
obligation under a share buy-back trading plan 9.4 — 658 — 658 — 658

Increase in equity from exercise of
options and employee transactions 9.5 23 2 377 2 400 2 400

Equity-based compensation 9.6 6 1 137 1 143 1 143

Changes in non-controlling interests 9.7 — 120 — 120

Total of other equity movements - 14 - 10 837 - 10 851 - 120 - 10 971

Total equity at December 31, 2014 1 001 - 103 72 433 - 2 565 70 766 78 70 844

 
The accompanying Notes form an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

(At December 31, 2015 and 2014)

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 related to continuing operations 

Current assets
 

 

 

Inventories 14

Trade receivables 15

Marketable securities, commodities, time deposits and derivative financial instruments 16

Cash and cash equivalents 16 

Other current assets 17 

Total current assets related to continuing operations 

Assets related to discontinued operations 30 

Total current assets 

Total assets

Equity and liabilities

 

 

Equfly

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 related to continuing operations
Current liabilities

Trade payables 

Financial debts and derivative financial instruments 21 

Current income tax liabilities 

Provisions and other current liabilities 22

Total current liabilities related to continuing operations 

Liabilities related to discontinued operations 30
Total current liabilities

Total liabilities

Total equity and liabilities

The accompanying Notes form an integral part of the consolidated financial statements.
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2014
USD millions

15 983

29 311

23 832

8 432

7 994

1 720

554

87 826

6 093

8 275

839

13 023

2 530

30 760

6 801

37 561

125 387

1 001

— 103

69 868

70 766

78

70 844

13 799

6 099

7 672

27 570

5 419

6 612

2 076

10448

24 555

2 418

26 973

54 543

125387
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CONSOLIDATED CASH FLOW STATEMENTS

(For the years ended December 31,2015 and 2014)

Note 

Net income from continuing operations 

Reversal of non-cash items 23.1 

Dividends received from associated companies and others 

Interest received 

Interest paid 

Other financial receipts 

Other financial payments 

Taxes paid 1 

Cash flows before working capital and provision changes from continuing operations 

Payments out of provisions and other net cash movements in non-current liabilities 

Change in net current assets and other operating cash flow items 23.2 

Cash flows from operating activities from continuing operations 

Cash flows used in operating activities from discontinued operations1 

Total cash flows from operating activities 

Purchase of property, plant & equipment 

Proceeds from sales of property, plant & equipment 

Purchase of intangible assets 

Proceeds from sales of intangible assets 

Purchase of financial assets 

Proceeds from sales of financial assets 

Purchase of other non-current assets 

Proceeds from sales of other non-cu rrent assets 

Divestments/acquisitions of interests in associated companies 

Acquisitions of businesses 23.3 

Purchase of marketable securities and commodities 

Proceeds from sales of marketable securities and commodities 

Cash flows used in investing activities from continuing operations 

Cash flows from investing activities from discontinued operations1 23.4 

Total cash flows used in/from investing activities 

Dividends paid to shareholders of Novartis AG 

Acquisition of treasury shares 

Proceeds from exercise options and other treasury share transactions 

Increase in non-current financial debts 

Repayment of non-current financial debts 

Change in current financial debts 

Dividends paid to non-controlling interests and other financing cash flows 

Cash flows used in financing activities 

Net effect of currency translation on cash and cash equivalents 

Net change in cash and cash equivalents 

Cash and cash equivalents at January 1 

Cash and cash equivalents at December 31

The accompanying Notes form an integral part of the consolidated financial statements.

 
FINANCIAL REPORT

2014
USD millions

10 727

6 725

479

35

— 668

553
— 24

— 2 179

15 648

— 1 125

— 625

13 898
— 1

13 897

— 2 624

60

— 780

246

— 239

431

— 60
2

1 370

—331

— 169

2 086

889

881

— 6 810

— 6 915

2 400

6 024

— 2 599

— 107

— 140

-8 147

— 295

6 336

6 687

13 023

1In 2015, the total tax payment amounted to USD 3.3 billion (2014: USD 2.6 billion) of which a refund of USD 94 million (2014: payment of USD 7 million) was included in the
cash flows used in operating activities of discontinued operations and a USD 965 million payment (2014: USD 459 million) in the cash flows from investing activities of
discontinued operations.
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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 innovative pharmaceuticals and also includ-

ing eye care products and cost saving generic pharmaceuti-

cals. 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 manage-

ment 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 con-

tingent amounts, as well as of revenues 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 lFRS 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.

The contribution of a business to an associate or joint ven-

ture is accounted for by applying the option under IFRS that

permits the accounting for the retained interest of the busi-
ness contributed at its net book value at the time of the con-

tribution.

Investments in associated companies (generally defined
as investments 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 except for selected venture fund invest-

ments for which the Group has elected to apply the method

of fair value through the consolidated income statement.

FOREIGN CURRENCIES

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.

For subsidiaries not operating in hyperinflationary econo-

mies,the subsidiary's results,financial position and cash flows

that do not have USD as theirfunctional 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 aggregated during the year.

— balance sheets using year-end exchange rates.

— resulting exchange rate differences are recognized in

other comprehensive 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 with

any gain or loss on the net monetary position recorded in the
related functional lines in the consolidated income statement

and then translated into USD.

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 business 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 obliga-

tions 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-
Iine basis in the consolidated income statement over their esti-

mated useful Iives. Leasehold land is depreciated over the

period of its lease whereas freehold land is not depreciated.

The related depreciation expense is included in the costs of

the functions using the asset.

Property, plant and equipment are assessed for impair-
ment whenever there is an indication that the balance sheet

carrying amount may not be recoverable using cash flow pro-

jections for the useful life.
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1. Significant Accounting Policies (Continued)
The following table shows the respective useful lives for

property, plant and equipment:

 
 

 

 

 

Useful life

Buildings 20 to 40 years

Machinery and other equipment

Machinery and equipment 7 to 20 years

Furniture and vehicles 5 to 10 years

Computer hardware 3 to 7 years 

Government grants obtained for construction activities, includ-

ing any related equipment, are deducted from the gross

acquisition cost to arrive at the balance sheet carrying value
of the related assets.

GOODWILL AND INTANGIBLE ASSETS

GOODWILL

Goodwill arises in a business combination and is the excess

of the consideration transferred to acquire a business over the

underlying fair value of the net identified assets acquired. It is

allocated to groups of cash generating units (CGUs) which are

usually represented by the reported segments. Goodwill is

tested for impairment annually at the CGU level and any impair-

ment charges are recorded under "Other Expense" in the con-
solidated income statement.

INTANGIBLE ASSETS AVAILABLE FOR USE

Novartis has the following classes of available-for-use intangi-

ble assets: Currently marketed products; Marketing know-how;

Technologies; Other intangible assets (including computer

software) and the Alcon brand name.

Currently marketed products represent the composite

value of acquired intellectual property, patents, and distribu-

tion rights and product trade names.

Marketing know-how represents the value attributable to

the expertise acquired for marketing and distributing Alcon

surgical equipment.

Technologies represent identified and separable acquired

know-how used in the research, development and production
processes.

Significant investments in internally developed and

acquired computer software are capitalized and included in

the "Other" category and amortized once available for use.

The Alcon brand name is shown separately as it is the only

Novartis intangible asset that is available for use with an indef-

inite useful life. Novartis considers that it is appropriate that
the Alcon brand name has an indefinite life since Alcon has a

history of strong revenue and cash flow performance, and

Novartis has the intent and ability to support the brand with

spending to maintain its value for the foreseeable future.

Except for the Alcon brand name, intangible assets avail-
able for use are amortized over their estimated useful lives on

a straight-line basis and evaluated for potential impairment

whenever facts and circumstances indicate that their carrying

value may not be recoverable. The Alcon brand name is not

amortized, but evaluated for potential impairment annually.

The following table shows the respective useful lives for

available-for—use intangible assets and the location in the

consolidated income statement in which the respective amor-

tization and any potential impairment charge is recognized:

Income statement location
for amortization and

Useful life impairment charges

Currently marketed products 5 to 20 years “Cost of goods sold" 

Marketing know-how 25 years

10 to 30 years

“Cost of goods sold" 

Technologies “Cost of goods sold"
or “Research

and Development" 

Other (including
computer software)

3 to 5 years In the respective
functional expense 

Alcon brand name Not amortized,
indefinite useful life

Not applicable 

INTANGIBLE ASSETS NOT YET AVAILABLE FOR USE

Acquired research and development intangible assets, which

are still under development and have accordingly not yet

obtained marketing approval, are recognized as ln-Process

Research & Development (|PR&D). |PR&D assets are only

capitalized ifthey are deemed to enhance the intellectual prop-

erty of Novartis and include items such as initial upfront and

milestone payments on licensed or acquired compounds.

|PR&D is not amortized, but evaluated for potential impair-
ment on an annual basis or when facts and circumstances

warrant. Any impairment charge is recorded in the consoli-

dated income statement under "Research & Development".

Once a project included in |PR&D has been successfully

developed it is transferred to the "Currently marketed product”

category.

IMPAIRMENT 0F GOODWILL AND INTANGIBLE ASSETS

An asset is considered impaired when its balance sheet car-

ryingamount exceeds its estimated recoverable amount, which

is defined as the higher of its fair value less costs of disposal

and its value in use. Usually, Novartis applies the fair value less

costs of disposal method for its impairment assessment. In

most cases no directly observable market inputs are available

to measure the fair value less costs of disposal. Therefore, an

estimate is derived indirectly and is based on net present value

techniques utilizing post-tax cash flows and discount rates. In
the limited cases where the value in use method would be

applied, net present value techniques would be applied using

pre-tax cash flows and discount rates.

Fair value less costs of disposal reflects estimates of

assumptions that market participants would be expected to

use when pricing the asset or CGU, and for this purpose man-

agement considers the range of economic conditions that are

expected to exist over the remaining useful life of the asset.
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The estimates used in calculating the 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 or other

intellectual property rights 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 projections for a five-year period

based on management forecasts, with a terminal value based

on cash flow projections usually in line with or lowerthan infla-

tion rates for later periods. Probability-weighted scenarios 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 com-

parable 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 ACCOUNTED

FOR AT EQUITY

Novartis considers investments in associated companies for

impairment 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 lower than the balance sheet carrying amount an

impairment charge is recognized for the difference in the
consolidated income statement under "Income from associated

companies".

CASH AND CASH EQUIVALENTS, MARKETABLE
SECURITIES, COMMODITIES, DERIVATIVE FINANCIAL
INSTRUMENTS AND NON-CU RRENT FINANCIAL ASSETS

Cash and cash equivalents include highly liquid investments

with original maturities of three months or less which are read-

ily convertible 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.
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The Group defines "marketable securities" as those finan-

cial assets which are managed by the Group's Corporate Trea-

sury and consist principally of quoted equity and quoted debt

securities as well as fund investments which are principally

traded in liquid markets. Certain marketable securities are

managed independently of Corporate Treasury, and these are

typically held for long-term strategic purposes and are there-

fore 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 transaction 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, for the majority of invest-

ments in what is known as the "Level 3" hierarchy, the valua-

tion is based on the acquisition cost as the best approxima-

tion 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 financing 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 fluc-

tuations in price. Unrealized gains, except exchange gains

related to quoted debt instruments, are recorded as a fair value

adjustment in the consolidated statement of comprehensive

income. They are recognized in the consolidated income state-

ment 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 Corporate

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 imme-

diately recognized in the consolidated income statement under

"Other financial 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 exchange rate losses on quoted debt securities in a for-

eign currency which are managed by the Group's Corporate

Treasury are immediately recorded in "Other financial income

and expense”. Impairments are recorded for all other equity

securities and other fund investments in "Other expense" in
the consolidated income statement.

Commodities include gold bullion or coins which are valued

at the lower of cost or fair value using current market prices.

The changes in fair value below cost are immediately recorded

in "Other financial income and expense".

Other non-current financial assets including loans are car-
ried at either amortized cost, which reflects the time value of

money, or cost adjusted for any accrued interest, less any

allowances for uncollectable amounts. Impairments and

exchange rate gains and losses on other non-current financial

assets, including loans, as well as interest income using the

effective interest rate method, are immediately recorded in
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1. Significant Accounting Policies (Continued)
"Other income" or "Other expense" in the consolidated income
statement.

Derivative financial instruments are initially recognized in
the balance sheet at fair value and are re-measured to their

current fair value at the end of each subsequent reporting

period. The valuation of a forward exchange rate contract is

based on the discounted cash flow model, using interest curves

and spot rates at the reporting date as observable inputs.

Options are valued based on a modified Black-Scholes

model using volatility and exercise prices as major observable

inputs.

The Group utilizes derivative financial instruments for the

purpose of hedging to reduce the volatility in the Group's per-

formance due to the exposure to various types of business risks.

The Group, therefore, enters into certain derivative financial

instruments which provide effective economic hedges. The risk
reduction is obtained because the derivative's value or cash

flows are expected, wholly or partly, to move inversely to the

hedged item and, therefore, offset changes in the value or cash

flows of the hedged item. The overall hedging strategy is aim-

ing to mitigate the currency and interest exposure risk of posi-

tions which are contractually agreed and to partially hedge the

exposure risk ofselected anticipated transactions. However,the

Group generally does not hedge the translation risk related to
its foreign investments.

Not all of the financial impact of derivative financial instru-

ments can be matched with the financial impact of the eco-

nomically hedged item. A prerequisite for obtaining this

accounting-hedge relationship is extensive documentation on

inception and proving on a regular basis that the economic

hedge is effective for accou nting purposes. Changes in the fair

value of any derivative instruments that do not qualify for cash

flow hedge accounting are recognized immediately in "Other

financial income and expense" in the consolidated income
statement.

INVENTORIES

Inventory is valued at acquisition or production cost deter-
mined on a first-in first-out basis. This value is used for the

"Cost of goods sold” in the consolidated income statement.

Unsalable inventory is fully written off in the consolidated

income statement under "Cost of goods sold".

TRADE RECEIVABLES

Trade receivables are initially recognized at their invoiced

amounts including any related sales taxes less adjustments

for estimated revenue deductions such as rebates, charge-
backs and cash discounts.

Provisions for doubtful trade receivables are established

once there is an indication that it is likely that a loss will be

incurred. These provisions represent the difference between

the trade receivable's carrying amount in the consolidated bal-

ance sheet and the estimated net collectible amount. Signifi-

cant financial difficulties of a customer, such as probability of

bankruptcy, financial reorganization, default or delinquency in

payments are considered indicators that recovery of the trade

receivable is doubtful. Charges for doubtful trade receivables

are recognized in the consolidated income statement within

"Marketing & Sales” expenses.

LEGAL AND ENVIRONMENTAL LIABILITIES

Novartis and its subsidiaries are subject to contingencies aris-

ing in the ordinary course of business such as patent litiga-

tion, environmental remediation liabilities and other prod-

uct-related litigation, commercial litigation, and governmental

investigations and proceedings. Provisions are made where a

reliable estimate can be made of the probable outcome of legal

or other disputes including related fees and expenses against

the subsidiary. Novartis believes that its total provisions are

adequate based upon currently available information, however,

given the inherent difficulties in estimating liabilities in this

area, Novartis may incur additional costs beyond the amounts

provided. Management believes that such additional amounts,

if any, would not be material to the Group's financial condition

but could be material to the results of operations or cash flows

in a given period.

CONTINGENT CONSIDERATION

In a business combination or divestment of a business, it is

necessary to recognize contingent future payments to previ-

ous or from new owners representing contractually defined

potential amounts as a liability or asset. Usually for Novartis,

these are linked to milestone or royalty payments related to

certain assets and are recognized as a financial liability or
asset at their fair value which is then re-measured at each sub-

sequent reporting date. These estimations typically depend

on factors such as technical milestones or market performance

and are adjusted for the probability of their likelihood of

payment and if material, appropriately discounted to reflect

the impact of time. Changes in the fair value of contingent lia-

bilities in subsequent periods are recognized in the consoli-

dated income statement in "Cost of goods sold” for currently

marketed products and in "Research & Development" for

IPR&D. Changes in contingent assets are recognized in "Other

income" or "Other expense”. The effect of unwinding the dis-

count overtime is recognized in "Interest expense" in the con-

solidated income statement. Novartis does not recognize con-

tingent 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 cal-

culated 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
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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 trans-

action is ultimately effected. Treasury shares are deducted

from consolidated equity at their nominal value of CHF 0.50

per share. Differences between the nominal 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 compensation

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 arrangement exists, title and risks and rewards for the

products are transferred to the customer, the price is deter-

minable and collectability is reasonably assured. When

contracts contain customer acceptance provisions, sales are

recognized upon the satisfaction of acceptance criteria. |f

products are stockpiled at the request of the customer, reve-

nue 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.

Provisions for rebates and discounts granted to govern-

ment agencies, wholesalers, retail pharmacies, managed

healthcare organizations and other customers are recorded
as a deduction from revenue at the time the related revenues

are recorded or when the incentives are offered. They are cal-

culated on the basis of historical experience and the specific

terms in the individual agreements. Provisions for refunds

granted to healthcare providers under innovative pay-for-per-

formance agreements are recorded as a revenue deduction 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. Fol-

lowing a decrease in the price of a product, we generally grant

customers a "shelf stock adjustment” for a customer's exist-

ing inventory for the involved product. Provisions for shelf stock

adjustments, which are primarily relevant within the Sandoz

Division, are determined at the time of the price decline or at

the point of sale, if the impact of a price decline on the prod-

ucts sold can be reasonably estimated based on the custom-

er's inventory levels of the relevant product. When there is his-

torical experience of Novartis agreeing to customer returns

and Novartis can reasonably estimate expected future returns,

a provision is recorded for estimated sales returns. In doing

so the estimated rate of return is applied, determined based

on historical experience of customer returns and considering
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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 inven-

tory for resale. Where shipments are made on a re-sale or

return basis, without sufficient historical experience for esti-

mating sales returns, revenue 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 represents estimates of the related obligations,

requiring the use of judgment when estimating the effect of
these sales deductions.

REVENUE FROM LEASE ARRANGEMENTS

For surgical equipment, in addition to cash and instalment

sales, revenue is recognized under finance and operating lease

arrangements. An arrangement that is not in the legal form of

a lease is accounted for as a lease if it is dependent on the use

of a specific asset or assets and the arrangement conveys a

right to use the asset. Arrangements in which Novartis trans-

fers substantially all the risks and rewards incidental to own-

ership to the customer are treated as finance lease arrange-

ments. Revenue from finance lease arrangements is recognized

at amounts equal to the fair values of the equipment, which

approximate the present values of the minimum lease pay-

ments under the arrangements. As interest rates embedded

in lease arrangements are approximately market rates, reve-

nue under finance lease arrangements is comparable to rev-

enue for outright sales. Finance income for arrangements in

excess of twelve months is deferred and subsequently recog-

nized based on a pattern that approximates the use of the
effective interest method and recorded in "Other income".

Operating lease revenue for equipment rentals is recognized

on a straight-line basis over the lease term.

OTHER REVENUE

"Other revenue" includes royalty income and revenue from

activities such as manufacturing services or other services
rendered to the extent such revenue is not recorded under net

sales.

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 regulatory 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 sub-

contracted R&D, such as contract research and development

organizations, that is deemed not to enhance the intellectual

property of Novartis are expensed as internal R&D expenses

in the period in which they are incurred. Such payments are

only capitalized if they meet the criteria for recognition of an

internally generated intangible asset, usually when marketing
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various other factors used in the valuation models. The Monte

Carlo simulation used for determining the fair value of the

PSUs related to the LTRPP requires as input parameters the

probability of factors related to uncertain future events; the

term of the award; grant price of underlying shares or ADRs;

expected volatilities; expected correlation matrix of the under-

lying equity instruments with those of the peer group of com-

panies and the risk free interest rate. The fair values of options

on Novartis shares and ADRs are calculated using the trim-

mial valuation method and has as input parameters the

expected dividend yield and expected price volatility. Expected

volatilities are based on those implied from listed financial

instruments on Novartis shares, and — to the extent that equiv-

alent values are not available — a future extrapolation based

on historical volatility.

GOVERNMENT GRANTS

Grants from governments or similar organizations are recog-
nized at their fair value when there is a reasonable assurance

that the grant will be received and the Group will comply with
all attached conditions.

Government grants related to income are deferred and

recognized in the consolidated income statement over the

period necessary to match them with the related costs which

they are intended to compensate.

The accounting policy for property, plant and equipment

describes the treatment of any related grants.

RESTRUCTURING CHARGES

Charges to increase restructuring provisions are included in

"Other expense" in the consolidated income statements. Cor-

responding releases are recorded in "Other income" in the
consolidated income statement.

TAXES

Taxes on income are provided in the same periods as the rev-

enues and expenses to which they relate and include any inter-

est and penalties incurred during the period. Deferred taxes

are determined usingthe comprehensive liability method and

are calculated on the temporary differences that arise between

the tax base of an asset or liability and its carrying value in the

balance sheet prepared for consolidation purposes, except for

those temporary differences related to investments in subsid-

iaries and associated companies, where the timing of their

reversal can be controlled and it is probable that the differ-
ence will not reverse in the foreseeable future. Furthermore,

withholding or other taxes on eventual distribution of a sub-

sidiary's retained earnings are only taken into account when

a dividend has been planned since generally the retained earn-

ings are reinvested.
The estimated amounts for current and deferred tax assets

or liabilities, including any amounts related to any uncertain

tax positions, are based on currently known facts and circum-

stances. Tax returns are based on an interpretation of tax laws

and regulations and reflect estimates based on these judg-

ments and interpretations. The tax returns are subject to exam-

ination by the competent taxing authorities which may result
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in an assessment being made requiring payments of additional

tax, interest or penalties. Inherent uncertainties exist in the

estimates of the tax positions.

NON-CURRENT ASSETS HELD FOR SALE OR RELATED TO
DISCONTINUED OPERATIONS

Non-current assets are classified as assets held for sale or

related to discontinued operations when their carrying amount

is to be recovered principally through a sale transaction and

a sale is considered highly probable. They are stated at the

lower of carrying amount and fair value less costs to sell. Assets

held for sale or included within a disposal group are not depre-
ciated or amortized.

STATUS OF ADOPTION OF SIGNIFICANT NEW OR
AMENDED IFRS STANDARDS OR INTERPRETATIONS

The adoption of new or amended standards and interpreta-

tions which are effective for the financial year beginning on

January 1,2015 did not have a material impact on the Group's
consolidated financial statements.

The following new IFRS standards will, based on a Novartis

analysis, be of significance to the Group, but have not yet been

early adopted:

IFRS 9 Financial Instruments will substantially change the
classification and measurement of financial instruments;

will require impairments to be based on a forward-look-

ing model; will change the approach to hedging financial

exposures and related documentation and also the

recognition of certain fair value changes. The mandatory

effective date for requirements issued as part of IFRS 9

is January 1, 2018 with early adoption permitted. The

Group is currently assessing the impact of IFRS 9.
IFRS 15 Revenue from contracts with customers amends

revenue recognition requirements and establishes

principles for reporting information about the nature,

amount, timing and uncertainty of revenue and cash

flows arising from contracts with customers. The

standard replaces IAS 18 Revenue and IAS 11 Construc-

tion contracts and related interpretations. The standard

is effective for annual periods beginning on or after

January 1,2018 with earlier adoption permitted. The

Group is currently assessing the impact of adopting
IFRS 15.

IFRS 16 Leases substantially changes the financial

statements as the majority of leases will become

on-balance sheet liabilities with corresponding right of

use assets on the balance sheet. The standard replaces

IAS 17 Leases and is effective January 1, 2019. Early

application is permitted for companies that also apply
IFRS 15 Revenue from Contracts with Customers. The

Group is currently assessing the impact of adopting
IFRS 16.

There are no other IFRS standards or interpretations which are
not yet effective which would be expected to have a material

impact on the Group.
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lian-based, privately held development stage company, focused

on developing a peripheral approach to treat neuropathic pain.

The transaction closed on July 24, 2015, and the total purchase
consideration was USD 312 million. The amount consisted of an

initial cash payment of USD 196 million and the net present

value of the contingent consideration of USD 116 million due to

previous Spinifex shareholders, which they are eligible to receive

upon achievement of specified development and commercial-

ization milestones. The purchase price allocation resulted in net

identifiable assets of USD 263 million and goodwill of USD 49

million. Results of operations since the date of acquisition were
not material.

Pharmaceuticals - Acquisition of Admune Therapeutics LLC

On October 16, 2015, Novartis acquired Admune Therapeu-

tics LLC (Admune), a US-based, privately held company, broad-

ening Novartis' pipeline of cancer immunotherapies. The total

purchase consideration amounted to USD 258 million. This

amount consists of an initial cash payment of USD 140 million

and the net present value of the contingent consideration of

USD 118 million due to Admune's previous owners, which they

are eligible to receive upon the achievement ofspecified devel-

opment and commercialization milestones. The purchase price
allocation resulted in net identifiable assets of USD 258 mil-

lion. No goodwill was recognized. Results of operations since

the date of acquisition were not material.

SIGNIFICANT TRANSACTIONS IN 2014

VACCINES - DIVESTMENT OF BLOOD TRANSFUSION
DIAGNOSTICS UNIT

On January 9,2014, Novartis completed the divestment of its

blood transfusion diagnostics unit announced on November

11, 2013 to the Spanish company Grifols S.A., for USD 1.7 bil-

lion in cash. The pre-tax gain on this transaction was approx-

imately USD 0.9 billion and was recorded in operating income

from discontinued operations.
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PHARMACEUTICALS - ACQUISITION OF CoS'rIM
PHARMACEUTICALS, INC.

On February 17, 2014, Novartis acquired all of the outstand-

ingshares of CoStim Pharmaceuticals, Inc, a Cambridge, Mas-

sachusetts, US-based, privately held biotechnology company

focused on harnessing the immune system to eliminate

immune-blocking signals from cancer, for a total purchase

consideration of USD 248 million (excluding cash acquired).

This amount consists of an initial cash payment and the net

present value of contingent consideration of USD 153 million

due to previous CoStim shareholders, which they are eligible

to receive upon the achievement of specified development and

commercialization milestones. The purchase price allocation

resulted in net identified assets of USD 152 million (excluding

cash acquired) and goodwill of USD 96 million. Results of oper-

ations since the acquisition were not material.

PHARMACEUTICALS - DIVESTMENT OF IDENIX

PHARMACEUTICALS, INC. (IDENIX) SHAREHOLDING

On August 5,2014, Merck & Co., USA completed a tender offer

for ldenix. As a result, Novartis divested its 22% shareholding in

ldenix and realized a gain of approximately USD 0.8 billion which

was recorded in income from associated companies.

ALCON - ACQUISITION OF WAVETEC VISION SYSTEMS, INC.
(WAVETEc)

On October 16, 2014, Alcon acquired all of the outstanding

shares of WaveTec, a privately held company, for USD 350 mil-

lion in cash. The purchase price allocation resulted in net iden-

tified assets of USD 180 million and goodwill of USD 170 mil-

lion. Results of operations since the date of acquisition were not
material.

CORPORATE — DIVESTMENT 0F LTS LOHMANN

THERAPIE—SYSTEME AG (LTS) SHAREHOLDING

On November 5, 2014, Novartis divested its 43% sharehold-

ing in LTS and realized a gain of approximately USD 0.4 billion

which was recorded in income from associated companies.

 

3. Segmentation of Key Figures 2015 and 2014
The businesses of Novartis are divided operationally on a

worldwide basis into three reporting segments. In addition, we

separately report Corporate activities.

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. The

reporting segments are managed separately because they

each research, develop, manufacture, distribute, and sell dis-

tinct products that require differing marketing strategies.

The Executive Committee of Novartis is responsible for

allocating resources and assessing the performance of the

reporting segments.

The reporting segments are as follows:

Pharmaceuticals researches, develops, manufactures,

distributes and sells patented prescription medicines. The

Pharmaceuticals Division is organized into global business

franchises responsible for the commercialization of various

products. These franchises are: Oncology, Neuroscience, Ret-

ina, Immunology and Dermatology, Respiratory, Cardio-Met—

abolic, Established Medicines and Cell and Gene Therapies.

Alcon researches, discovers, develops, manufactures,

distributes and sells eye care products. The Alcon Division is

the global leader in eye care with product offerings in surgi-

cal, ophthalmic pharmaceuticals and vision care. The Alcon

Division is organized globally in three global business fran-
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�æÄË���������������Å�ì�Ç����Ä������Ç��Ë����Ç���È���Ë�

���Å�Ç����ì�ÇÄÇ��������Ç��Ë�Ã�È���������Ç�����Å�

ù���Ç������������æ���Å��ÇÇ������æ������������

Â����-��æ��Ã��@���ì�����ü����ì��È������������Ç������Å��Ç��É�Å�

���������Ë����������Ã�����������Å��Ã��ö����\���������Å�ù���:

Ç����Å����ì����Ã��Ç���������Å�������Ä���������̂Ç��������æ_�

��������������Å�̂Å��Ç�������Å_�����������L

ë��������æ������������Ç�È�����L

`�@Ã��È�Ç����Ç���L�ø����������������:�����Ç��Å�����Ç���:

�����È�Å�Ç����

`���Ç��L�Ï��æ�Ç��Ë���Ã�Ã��È�Ç��Ã��È�Ç����Ç�����Å��������

Ç�������Å�Ç��

`�Ï��Å�.L�ö�����Ç��Ã��È�Ç����Ç���

`�ë����������Ç��������

Æ��Ç�������Å������������Ç�È�����L

`�a�ÇÇ����L�@����������Ã�È�����ÇÇ�������Å��Ã��É���Å�

�����ì������Å��æ�����Ç��������A÷Ç��Å�Å�����Ç�������

�������Ç������������Ä���æÃ�����Å�������Å���Ã�������������ì�

�Ã��a�ÇÇ�����Æ��������-Ã�ÇÃ�������-��������Å���Å���

ë����������Ç���������

`�ë����È���i����ÃL�éüë�Á����:�Ã�:Ç�������È�Å�Ç����Í���Å�

���È���i����Ã��üÃ�����-��Å���������-����È���æ�Å�

���������Ä��i�-����Ë�����Ã���-���È������������æÃ�����Ã��

ö��������É��Å��Ç����Å����������Ä��������������æ���æÈ����

`�ë��������L�Ç�������������Ç���������Å���Ã����÷�������

������Å�����Ã������ì����������ì��È������

üÃ���ÇÇ������æ�����Ç����È�������Å������������������Å�����Ã��

��������æ��ì���æÈ�������������ø����:��æÈ����������������È�Å��

����È������-Ã�ÇÃ�����Ç����Å���Å���������÷�È������È\�����æ�Ã�

������Ç�������üÃ��A÷�Ç������ë�ÈÈ�������ì��������������������

��æÈ���������ì��È��Ç����Å�����Ç�����������Ç����È��æ��Ã��

��æÈ�����É���Å��������ÈÉ����ì�È����������Ç��Å��æ����������Ë�

��������æ���Ç�È����Å�������������æ���������Ï�æÈ������������:

����æ��������Ç����������È����Ä��ì��������ÄË���������Å��;���:

È���Ë������æ�É���������Ë���������������Å����Å����Å���Ã�������:

����æ���Ç����É�����������������æ����É��������
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3. Segmentation of Key Figures 2015 and 2014 (Continued)
chises as follows: In Surgical, Alcon develops, manufactures,

distributes and sells ophthalmic surgical equipment, instru-

ments, disposable products and intraocular lenses. In Oph-

thalmic Pharmaceuticals, Alcon discovers, develops, manufac-
tures, distributes and sells medicines to treat chronic and acute

diseases of the eye, as well as over-the-cou nter medicines for

the eye. In Vision Care, Alcon develops, manufactures, distrib-

utes and sells contact lenses and lens care products.

Sandoz develops, manufactures, distributes and sells pre-

scription medicines, as well as pharmaceutical active sub-

stances, which are not protected by valid and enforceable third-

party patents. The Sandoz Division is organized globally in

three franchises, Retail Generics, Anti-Infectives and Biophar-

maceuticals & Oncology Injectables. In Retail Generics, San-

doz develops, manufactures and markets active ingredients

and finished dosage forms of pharmaceuticals to third parties.

Retail Generics includes the areas of dermatology, respiratory

and ophthalmics, as well as cardiovascular, metabolism, cen-

tral nervous system, pain, gastrointestinal, and hormonal ther-

apies. Finished dosage form anti-infectives sold to third par-

ties are also part of Retail Generics. In Anti-Infectives, Sandoz

manufactures active pharmaceutical ingredients and interme-

diates — mainly antibiotics- for internal 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 biosimilars and pro-

vides biotechnology manufacturing services to other compa-

nies. In Oncology Injectables, Sandoz develops, manufactures

and markets cytotoxic products for the hospital market.

Income and expenses relating to Corporate include the

costs of the Group headquarters and those of corporate

coordination functions in major countries. In addition,

Corporate includes other items of income and expense which

are not attributable to specific segments such as certain

expenses related to post-employment benefits, environmental
remediation liabilities, charitable activities, donations and

sponsorships. 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 financial debts), investments in

associated companies and current and deferred taxes and

non-segmentspecific environmental remediation and post-em-

ployment benefit liabilities.

Our divisions are supported by the Novartis Institutes for Bio-

Medical Research and by Novartis Business Services.

— The Novartis Institutes for BioMedical Research (NIBR)

was created in 2003, and is headquartered in

Cambridge, Massachusetts. NIBR conducts the Pharma-
ceuticals and Alcon divisions research activities.

— Novartis Business Services (NBS) was created in July

2014 and started operations in January 2015 as a

shared services organization providing business support

services across the Group such as information technol-

ogy, real estate and facility services, procurement,

product Iifecycle services, human resources and

financial reporting and accounting operations.

Following the Portfolio Transformation transactions described

in Note 2, Novartis has separated the Group's reported finan-

cial data for the current and prior year into "continuing"

operations and "discontinued" operations:

Continuing operations comprise:

— Pharmaceuticals: Innovative patent-protected prescrip-
tion medicines

— Alcon: Surgical, ophthalmic pharmaceutical and vision

care products

— Sandoz: Generic pharmaceuticals

— Corporate activities

Discontinued operations comprise:
— Vaccines: Preventive human vaccines and the blood

transfusion diagnostics unit. Excluded are certain

intellectual property rights and related other revenues of

the Vaccines Division which are now reported under

Corporate activities.

— Consumer Health: OTC (over-the-counter medicines) and

Animal Health. These two divisions were managed

separately. However, neither was material enough to the

Group to be disclosed separately as a reporting segment.

— Corporate: certain transactional and other expenses

related to the portfolio transformation.

The accounting policies mentioned in Note 1 are used in the

reporting 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 oper-

ating assets consist primarily of property, plant and equip-

ment, intangible assets, inventories and trade and other oper-

ating receivables less operating liabilities.
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� @Ã��È�Ç����Ç���� ��Ç��� Ï��Å�.� ë��������� ö����

� � � � Á��Ç��Å��æ����È��������Í�

ÁÎÏÆ�È�������Í� ������ ���Ì�� ������ ���Ì�� ������ ���Ì�� ������ ���Ì�� ������ ���Ì�

¢ÐÑ¦ÒÓÔÐÒ¦ÑÕ¦ÑÖ×ØÙ¦ÚÓØÑ×ÐÒ¦ÛØÕÜ¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �

ÝÕÞÑ×Þß×Þà¦ÕÚÐØÓÑ×ÕÞÒ¦ ðå¦ááã�¦ð�¦�â��¦ â¦ä���¦�å¦ä���¦ â¦�ã��¦ â¦ãñ��¦ �¦ �¦áâ¦á�á�¦ã�¦�äå�

Ï����������Ã�����æÈ����� �Êê�� �ç��� Ì��� Ìè�� ��õ�� �õç�� í��õÌ�� í�Ê�õ�� �ç�� �Êè�

¢ÐÑ¦ÒÓÔÐÒ¦ÛØÕÜ¦ÝÕÞÑ×Þß×Þà¦ÕÚÐØÓÑ×ÕÞÒ¦ ðå¦ãä��¦ð�¦åãð�¦ â¦äã��¦�å¦ä�ñ�¦ â¦�äã�¦ â¦äáä�¦ ?¦�äá�¦ ?¦ðãä�¦áâ¦ááå�¦ã�¦á�â�

é�Ã������������ êè��� ç�è�� ���� ÊÌ�� ���� ���� ��ê�� �Ì��� èÌê�� ������

ë�����ì�æ��Å�����Å� í�ê�Êêè��í�ç�õõè��í�����Ê��í����èÊ��í���Ê����í���ê���� Ì�Ê�� Ìõõ��í��ê�Ì�Ì��í��ê�ÊÌ��

îØÕÒÒ¦ÚØÕïÑ¦ÛØÕÜ¦ÝÕÞÑ×Þß×Þà¦ÕÚÐØÓÑ×ÕÞÒ¦�ð¦ââð�¦�ã¦�âð�¦ á¦��â�¦ ã¦����¦ ð¦âäã�¦ á¦�åâ�¦ ��ñ�¦ ñ�å�¦ð�¦âäð�¦ðñ¦�äâ�

ò��ó����æ�ô�Ï����� í�ê�êõè��í�õ��êõ��í���Êèõ��í���ÌêÌ��í����õ���í���ê���� �� ��í����êê���í����Êêê�

������ÇÃ�ô�Æ������È���� í�ê��Ê���í�ê�ÊÊ��� í�è�ç�� í�è�õ�� í�êêê�� í�õ�ê�� �� ��í�õ�èÊ���í�è��õç�

ö�������ô��ÅÈ������������ í�èÊê��í�����è�� í��ÌÌ�� í�ç�Ê�� í�ÊÌç�� í�Êêç�� í�çÌõ�� í�ç�õ��í���Ìê���í���ç�ç�

é�Ã�����Ç�È�� ���Ì��� êÊÌ�� �õ�� êè�� ��è�� èê�� êÊê�� Ìõ��� ���Ìè�� ��Êè��

é�Ã����÷������ í����õÊ��í����Êõ�� í������ í��õÌ�� í�Êõ��� í��è��� í�êõÌ�� í�ç����í���õêÊ��í�������

ªÚÐØÓÑ×Þà¦×ÞÝÕÜÐ¦ÛØÕÜ¦¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �

ÝÕÞÑ×Þß×Þà¦ÕÚÐØÓÑ×ÕÞÒ¦ �¦ãâ��¦ ä¦á���¦ �âá�¦ �¦ãâ��¦ �¦ååã�¦ �¦åää�¦ ?¦á�â�¦ ?¦ñ��¦ ä¦â���¦��¦åäâ�

ø�Ç�È��ì��È�����Ç����Å�Ç�È������� �� õ���� �� �� ��� Ì�� �çÌ�� ������� �çç�� ��è�õ�

ø���������÷������ �� �� �� �� �� �� �� �� í�ç���� í�ê�Ì�

é�Ã���ù���Ç������Ç�È����Å��÷������ �� �� �� �� �� �� �� �� í�Ì�Ì�� í�Ê��

¡ÞÝÕÜÐ¦úÐÛÕØÐ¦ÑÓûÐÒ¦ÛØÕÜ¦¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �

ÝÕÞÑ×Þß×Þà¦ÕÚÐØÓÑ×ÕÞÒ¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ ä¦�ðá�¦��¦����

ü�÷��� �� �� �� �� �� �� �� ��í�����ç��í����Ì��

¢ÐÑ¦×ÞÝÕÜÐ¦ÛØÕÜ¦ÝÕÞÑ×Þß×Þà¦ÕÚÐØÓÑ×ÕÞÒ¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦å�ä�¦�å¦����

������Ç�È�ý�����ì��È�Å��Ç�������Å�� �� �� �� �� �� �� �� �� �� �

����������� �� �� �� �� �� �� �� �����êçç�� í�ÌÌê�

¢ÐÑ¦×ÞÝÕÜÐ¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦��¦�âá�¦�å¦�äå�

þ�������������	
� �� �� �� �� �� �� �� �� �� �

�������	������	���	�������þ�� �� �� �� �� �� �� �� �����������������

����	���	���	���������������� �� �� �� �� �� �� �� �� ���� ���

� �� �� �� �� �� �� �� �� �� �

ø�Ç��Å�Å����������Ç�È��ì��È�� �� �� �� �� �� �� �� �� �� �

Ç��������æ���������������L� �� �� �� �� �� �� �� �� �� �

***ø����������Ç�È�� �� �� �� �� �� �� �� �� ÊÊ�� ÊÊ�

***Æ����Ç��������ì��������ÄË�� �� �� �� �� �� �� �� �� �� �

***������ô��;���È���� í�êèç�� í�õ�ç�� í��õ��� í�Ê�ê�� í��êê�� í�Ê�ê�� í���ê�� í���ç��í���Ìê���í����õç�

***�È����.�������ì������æ�É���������� í���Ê���� í��õê��í����êè��í����õ��� í�Êç��� í�Ì�Ê�� í�è�� í����í�Ê�ê����í���êê��

***øÈ����È����ÇÃ��æ�������������ÄË�� �� �� �� �� �� �� �� �� �� �

***������ô��;���È���Ë����� Êè�� í����� í���� ��� í�èê�� í�ê�� í����� í��Ê�� í�õ��� í�ÌÌ�

***øÈ����È����ÇÃ��æ�����������æ�É���� �� �� �� �� �� �� �� �� �� �

***������Ë����� í��è�� í��Ê��� í������ í�ê�� í��ê�� í�Êè�� �� �� í��çç�� í��êê�

***øÈ����È����ÇÃ��æ�����Å�ì����������� �� �� �� �� �� �� �� �� �� �

***æ��������ù���Ç����������Ë����� í�Ê��� í����� �� �� �� í���� í�ê��� í�Ìõ�� í���Ì�� í�çè�

***�ÅÅ����������������Ç�����æ������������ í���ç�� í�ÌÊÊ�� í����� í�çÌ�� í�èÊ�� í�Ì�� í�Ìè�� í�Ê�� í�Êèè�� í���Ì�

***A;���Ä:É���Å�Ç�È�����������ì�� �� �� �� �� �� �� �� �� �� �

***�����������Å���Ç����;���Ä������� í�ç���� í�çõ��� í�õç�� í�è��� í��Ê�� í����� í��çÌ�� í��êè�� í�è�Ê��í�����ê�
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SEGMENTATION — CONSOLIDATED INCOME STATEMENTS 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Pharmaceuticals Alcon Sandoz Corporate Group
Oncluding eliminations)

(USD millions) 2014 2014 2014 2014

Net sales to third parties from m m m -continuing operations 52 180

Sales to other segments m - 239
Net sales from continuing operations m - m 52 419
Other revenues - m 1215
Cost of goods sold - - - — 17 345
Gross profit from continuing operations m m m m 36 289
Marketing & Sales - - - - — 12 377
Research & Development - - - - — 9 086
General & Administration — 2 616

Other income - 1391
Other expense - - m —2 512

Operating income from m m acontinuing operations 1 088 11 089

Income from associated companies - m - 1 918
Interest expense - — 704
Other financial income and expense - - - - —31

Income before taxes from - - - -continuing operations 12 272

Net income from continuing operations - - - - 10 727

Net income/loss from discontinued - - - -operations -447
Net income 10 280

Attributable to:

Shareholders of Novartis AG - - - - 1 0 21 0
Non-controlling interests - - - - 70

Included in net income from
continuing operations are:Interest income I I I I 33

Depreciation of property, a - - -plant & equipment —307 —1586

Amortization of intangible assets - - - m — 2 775
Impairment charges on property,
plant & equipment, net — 15 —23 —44
Impairment charges on intangible - - -assets, net —7 —39 —277

Impairment charges and fair value - - - mgains on financial assets, net —20 — 1 —69

Additions to restructuring provisions - m m — 504

Equity-based compensation of a - - -Novartis and Alcon equity plans — 92 —51 — 1 007
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� @Ã��È�Ç����Ç���� ��Ç��� Ï��Å�.� ë���������� ö����

� � � � Á��Ç��Å��æ����È��������Í�

ÁÎÏÆ�È�������Í� ������ ���Ì�� ������ ���Ì�� ������ ���Ì�� ������ ���Ì�� ������ ���Ì�

�������������Å����Ç��������æ������������ Ì����������ç�ê��Ì��ÊÊ���Ì��ÌèÌ���ê�çõõ���õ�êê���Ê��èõç��Ê��ççÌ���Ê����ç����õ��õç�

�������������Å����Å��Ç�������Å�� �� �� �� �� �� �� �� �� �� �

����������� �� �� �� �� �� �� �� �� �� ç�õ���

«ÕÑÓÔ¦ÓÒÒÐÑÒ¦ á�¦ãã��¦�ã¦ñã��¦áå¦ððå�¦á�¦áâá�¦��¦ñää�¦�ä¦����¦ð�¦âäñ�¦ð�¦ññá�¦�ð�¦ããñ�¦��ã¦ðä��

E��É��������������Å����Ç��������æ�� �� �� �� �� �� �� �� �� �� �

����������� í����êèõ��í�����Ê���í���Ì�Ê��í���ê�è��í�Ê��Ì���í�Ê�ÌÌè��í�Êê�çõõ��í�Ê��ÌÊ���í��Ì�ÌÊÌ��í��������

E��É��������������Å����Å��Ç�������Å�� �� �� �� �� �� �� �� �� �� �

����������� �� �� �� �� �� �� �� �� ��í���Ì�õ�

«ÕÑÓÔ¦Ô×Óú×Ô×Ñ×ÐÒ¦ ?¦�å¦�âä�¦?¦�å¦ãð��¦?¦�¦áåð�¦?¦�¦�åâ�¦?¦ð¦ãáã�¦?¦ð¦ááâ�¦?¦ð�¦ñää�¦?¦ðã¦áðã�¦?¦ãá¦áðá�¦?¦ãá¦ãáð�

«ÕÑÓÔ¦Ð<ß×Ñ(¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦ �¦��¦����¦�å¦äáá�

����Å�É�� �� �� �� �� �� �� �� ���ç�ÌõÌ�� ç��Ìè�

¢ÐÑ¦ÕÚÐØÓÑ×Þà¦ÓÒÒÐÑÒ¦ ðå¦�ãá�¦�ã¦��ã�¦ð�¦â���¦ðâ¦�äã�¦�á¦�áð�¦�ã¦ð���¦ �¦ �¦âð¦ñåñ�¦��¦ðâð�

� �� �� �� �� �� �� �� �� �� �

ø�Ç��Å�Å�������������Å����É��������������Å�� �� �� �� �� �� �� �� �� �� �

���Ç��������æ����������������L� �� �� �� �� �� �� �� �� �� �

***ü������������ÄË�������ô��;���È���� è�èõ��� è�êÊ��� ����Ì�� ��Ì�Ê�� ��êõõ�� Ê���Ê�� ê���� ê�������èõ������èõÊ�

***�ÅÅ�����������������ÄË�� �� �� �� �� �� �� �� �� �� �

***������ô��;���È������ ��Ê�è�� ��çêç�� �ç��� ��ê�� Ì���� �Ê��� ��Ì�� �õ��� ����è�� ��è�Ì�

***ü�����æ��Å-������Å������æ�É���������� ���ÊÌ��� ç��èç��ÊÊ�ç�Ì��Ê��çÌ������Ì�������Êêõ�� Ê��� �ê��ç��Êè����Ê��ÌÊ�

***�ÅÅ����������æ��Å-������Å�� �� �� �� �� �� �� �� �� �� �

***�����æ�É������������ èèÌ�� ÌèÊ�� ����� �è��� ÌÌ�� ����� ���� Ì�� ����è�� êèè�
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3. Segmentation of Key Figures 2015 and 2014 (Continued)
SEGMENTATION — CONSOLIDATED BALANCE SHEETS

Pharmaceuticals Alcon Sandoz Corporate Group
(including eliminations)

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

(USD millions) 2014

Assets related to continuing operations 118 586
Assets related to discontinued
operations 6 801
Total assets 125 387

Liabilities related to continuing
operations — 52 125
Liabilities related to discontinued
operations — 2 418
Total liabilities _ 54 543

Total equity 70 844
Net debt 6 549

Net operating assets 77 393

Included in assets and liabilities related
to continuing operations1 are:

Total property, plant & equipment 15 983

Additions to property,
plant & equipment2 2 904

Total goodwill and intangible assets 53 143

Additions to goodwill and
intangible assets2 799
Total investment in associated
companies 8 432
Additions to investment in associated
companies2 53

Cash and cash equivalents,
marketable securities, commodities,
time deposits and derivative
financial instruments 13 862

Financial debts and derivative
financial instruments 20411

Current income tax and deferred
tax liabilities 8 175 

 
1 Items reflect the allocation to continuing operations as described on page 186.
2Excluding impact of business combinations.

The followingtable shows countries that accounted for more than 5% of at least one of the respective Group totals and regional
information for the years ended December 31,2015 and 2014: 

  

 

 

 

 

 

 

 

 

 

Net sales 1 Total of selected non-current assets 2

USD millions 2014 % 2014

Country
Switzerland 658 1 34 399 44

United States 17 337 33 28 329 37

United Kingdom 612 1
Germany 3 365 4

Other 10 484 14
Group 77 558 100

Region

Eu rope 18 690 36 45 040 58

Americas 30 074 39
Asia/Africa/Australasia 2 444 3
Group 52 180 100 77 558 100

1 Net sales from operations by location of third-party customer.
2Total of property, plant and equipment; goodwill; intangible assets; and investment in associated companies.
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The Group’s largest, second and third largest customer The highest amounts of trade receivables outstanding were

accounts for approximately 14%, 11% and 5% of net sales, for these same three customers. They amounted to 13%, 9%

respectively (2014: 12%, 11% and 5% respectively). No other and 6%, respectively, of the trade receivables at December 31,

customer accounted for 5% or more of net sales, in either year. 2015 (2014: 13%, 9% and 5% respectively).

PHARMACEUTICALS BUSINESS FRANCHISE NET SALES

 
 

 
 

 
 

 
 

 

 

2014 2014
USD millions USD millions

Oncology Respiratory

GIeevec/Glivec Ultibro Breezhaler
Tasigna Onbrez Breezhaler/Arcapta Neohaler
Subtotal Bcr-Abl franchise m Seebri Breezhaler
Sandostatin Subtotal COPD1 portfolio
Afinitor/Votubia Xolair2 777
Exjade 926 Other 320

Votrient E Total Respiratory m
Tafinlar/Mekinist m
Jakavi 279 Cardio-Metabolic

Revolade/Promacta Galvus 1 224

Femara 380 Entresto

Zykadia Other
Other 587 Total Cardio-Metabolic

Total Oncology
Established medicines

Neuroscience Diovan 2 345

Gilenya 2 477 Exforge 1 396
Exelon/Exelon Patch 1 009 Voltaren 632

Comtan/Stalevo 371 Ritalin/Focalin 492

Other 243 Other 3 675

H

Total Neuroscience Total Established Medicines 8 540

Retina Total Division net sales

Lucentls 2 441 1 Chronic Obstructive Pulmonary DiseaseOther 63 2 Net sales reflect Xolair sales for all indications (e.g. includingXoIair SAA and Xolair
. CSU, which are managed by the Immunology and Dermatology franchise).

Total Rehna rIm = not meaningful

Immunology and Dermatology

Neoral/Sandimmun(e) 684 The product portfolio of other segments is widely spread in

Myfortic 2015 and 2014.
Zortress/Certican
Cosentyx m
Ilaris 199

Other 173

Subtotal Immunology
and Dermatology excluding
Everolimus stent drug

N 01Everolimus stent drug 0

Total Immunology and Dermatology
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Net income statement effect

 

Roche Holding AG, Switzerland

GIaxoSmithKline Consumer Healthcare Holdings Ltd., UK

 

 

ldenix Pharmaceuticals, Inc., US 

LTS Lohmann Therapie-Systeme AG, Germany
Others

Associated companies related to
continuing operations

 

 

Novartis has significant investments in Roche Holding AG,

Basel (Roche) and in GIaxoSmithKline Consumer Healthcare

Holdings Ltd, Brentford, Middlesex, UK as well as certain other
smaller investments which are accounted for as associated

companies:

 
 

 

  
Balanoe sheet value

2014
USD millions

Roche Holding AG, Switzerland 8 159
GIaxoSmithKline Consumer
Healthcare Holdings Ltd., UK
Others 273

Total 8 432

ROCHE HOLDING AG

The Group’s holding in Roche voting shares was 33.3% at

December 31, 2015 and 2014. This investment represents

approximately 6.3% of Roche's total outstanding voting and

non-voting equity instruments at December31, 2015 and 2014.

Since full-year 2015 financial data for Roche are not avail-

able when Novartis produces its consolidated financial results,

a survey of analyst estimates is used to estimate the Group's

share of Roche's net income. Any differences between these

estimates and actual results will be adjusted in the Group's
2016 consolidated financial statements when available.

The following tables show summarized financial informa-

tion of Roche, including current values of fair value adjustments

made at the time of the acquisition of the shares, for the year
ended December 31,2014 and for the six months ended June

30,2015 since full year 2015 data is not yet available:

 

 
Other comprehensive

income effect
Total comprehensive

inoome effect

2014 2014 2014
USD millions USD millions USD millions

548

812

436

91

1887

 
A purchase price allocation was performed on the basis of

publicly available information at the time of acquisition of the
investment. The December 31, 2015 balance sheet value
allocation is as follows:

 
The identified intangible assets principally relate to the value

of currently marketed products and are amortized on a

straight-line basis over their estimated average useful life of

20 years.
In 2015, dividends received from Roche in relation to the

distribution of its 2014 net income amounted to USD 429

million (2014: USD 473 million in relation with the distribution

of its 2013 net income).

The consolidated income statement effects from applying

Novartis accounting principles for this investment in 2015 and
2014 are as follows:

 

 

2014
USD millions

Novartis share of Roche’s estimated
current-year consolidated net income 813

Prior-year adjustment — 56

Amortization of fair value adjustments
relating to intangible assets, net of taxes
of USD 41 million (2014: USD 45 million) — 158
Net income effect 599

 

0192



�������������������������������â� ¡¢£¢¤¡£¥¦§̈ ©ª§«¦$¦¢ª«̈ ¾¦«ª¦«&̈ ¦¢ª%£§«¡¾¦î§ª!©¦¤ª¢¾ª¥¡¿£«̈ ¿¦ ¡¢£¢¤¡£¥¦¾«£«̈ À ¢̈«¾

üÃ����É��Ç�Ä�;����Å�È��ó����������ì��Ã�����������������������

��ÇÃ��Á���������ÄÈÉ��L��é�ÏÍ����Æ�Ç�ÈÉ���Ê�Ë�����Ë�-���

ÎÏÆ*�Ì�è�É�������Á���ÌL�ÎÏÆ*�Ì�Ì�É������Í�

î¥£lª¾À¡«&g¥¡¢̈ ¦¤ª¢¾!À §̈¦&̈ £¥«&¤£§̈ ¦

&ª¥¿¡¢î¾�¥«¿

é��ò��ÇÃ��Ë�����Ë����������Ç����Å�����������Ç������-��Ã�

ö��÷�ÏÈ��Ãv�������ÇË�ö�������������ÁöÏvÍ�������Ç�Å����������

���Ì�����������ì��Ã����������Ç�����Ë������������Å�öÏv�Ã����

�æ���Å����Ç��������Ç�ÈÉ���Å�Ç����È���Ã����ÃÇ����É��������

�Ã���æÃ���+�������������É��-�������������éüë���Å�öÏv�ë��:

��È���i����ÃÇ�����é��ò��ÇÃ��Ë�����Ë�����-������Ä�ö��÷�ÏÈ��Ã:

v�����ë����È���i����ÃÇ����i��Å��æ��E�Å�ÁöÏv�ë����È���

i����ÃÇ���Í�-���ì��È�Å�����Ç�����É�������ì�É����������ì��È�

É��Ã������������Å�öÏv��

���Æ�Ç�ÈÉ���Ê�Ë�����Ë����������Ã�����Êç��]�������������

öÏv�ë����È���i����ÃÇ������Å�ì�����ì������������������Ã��+�����

�������������Ä\������Å��ì�Æ���Ç������Â���Ã��È���Ë����������Ã���

Ç����È��Ä�È������Ä���æÃ�����Å�������÷�����æÃ�����������:Å�ù��ÅË�

È��ó���É���Å����Ç��æ�È�ÇÃ����È�

���������Ã��������Å��Ã��Ç�����É�������ì�çÊ��]��ì�����éüë�

Æ������������÷ÇÃ��æ��ì���Êç��]��ì��Ã��öÏv�ë����È���i����Ã:

Ç����É�����������ì���������������Å�����Ã������È������ì��������

�÷ÇÃ��æ�ÅË����������È�����������Ç����Å�Ç�È���Ä��ì�ÎÏÆ*ê�ç�

É�������-�����Ç��Å�Å����ò��ÇÃ��Ë������

üÃ��Æ�Ç�ÈÉ���Ê�Ë������É����Ç���Ã��������������Ç���������

���ì����-�L

� ÎÏÆ�È��������

����������Ã�����ì�öÏv�ë����È���i����ÃÇ���\������È���Å�� �

����������� è�ê�

����������Ã�����ì���:��������Å������æ�É���������� Ì��êÊ�

øÈ���Ç������������æ��Å-���� ��èÌ��

¤ßØØÐÞÑ¦'ÓÔßÐ¦ÕÛ¦ÒÖÓØÐ¦×Þ¦ÞÐÑ¦×ÙÐÞÑ×ïÓúÔÐ¦ÓÒÒÐÑÒ¦¦ �

ÓÞÙ¦àÕÕÙH×ÔÔ¦ �¦����

�ÇÇ�È�����Å��;���Ä��ÇÇ������æ��Å+���È������ �

��Å��������������/�Ç��� �Ê�

¿ÐÝÐÜúÐØ¦ð�>¦�å�ã¦úÓÔÓÞÝÐ¦ÒÖÐÐÑ¦'ÓÔßÐ¦ �¦�âá�

üÃ���Å����ù�Å������æ�É��������������Ç�����Ä������������Ã��������

�ì��Ã����Å�ù�������ì��öÏv�ë����È���i����ÃÇ���������æ�É���

��������üÃ���Å����ù�Å������æ�É����������-��Ã���Å�ù�������ì������

�È����.�Å�����������æÃ�:�����É�����������Ã��������È���Å�����:

�æ�����ì�����ì���ì����Ä�����

üÃ��ì����-��æ���É�����Ã�-�������È�����Å���Å�ù���Ç������ì��:

È�������ì�öÏv�ë����È���i����ÃÇ���Ë���Ç��Å��æ�Ç��������������

�ì�ì�����������Å+���È�����È�Å������Ã����È���ì��Ç;��������Ë�ì���

�Ã��������È���Ã����Å�Å�Ï����ÈÉ���Ê�Ë���������Ç��ì����Ä����

�����Å�����������Ä���������É��L

� �����:Ç��������� ë������������:Ç��������

� ë��������������� �������� ���É��������� ���É��������

� ö�@�É���������ö�@�É���������ö�@�É���������ö�@�É��������

Ï����ÈÉ���Ê�Ë������ Ê�Ê�� ���Ê�� ��õ�� ����

� �� �� é�Ã����� ü������

� �� ��Ç�È���Ã��:��Ç�È���Ã��:�

� ���������������Ç�È����������Ç�È����������Ç�È��

� ö�@�È���������ö�@�È���������ö�@�È���������ö�@�È��������

Ï����ÈÉ���Ê�Ë������ Ê��Ì��� Ì�� í�ÌÌ�� í�Ì��

Ï��Ç��ì���:Ä���������ù���Ç����Å����ì���öÏv�ë����È���i����Ã:

Ç������������������É���-Ã���������������Å�Ç�������Ç������Å���Å�

ù���Ç�����������Ë������+�Ç������ì��Ã������������������È���æ�:

È������������æ�������Å��������È�����Ã��ö����\���Ã�����ì�öÏv�

ë����È���i����ÃÇ���\�������������ì����Ã��Ä�������Ä�Å�/����Ç���

É��-�����Ã�������È������Å��Ç�������������-����É���Å+����Å����

�Ã��ö����\�����ç�Ç������Å���Å�ù���Ç���������È�����-Ã���

�������É���

üÃ��Ç������Å���Å���Ç�È�������È�����/�Ç���ì��È�����Ä��æ�

����������ÇÇ������æ�����Ç������ì����Ã���������È����������������

���ì����-�L

� ����

� ÎÏÆ�È�������

����������Ã�����ì�öÏv�ë����È���i����ÃÇ���\������È���Å��
Ç������:Ä����Ç������Å���Å�������Ç�È�� í��ê

�È����.�������ì�ì�����������Å+���È������
�������æ���������æ�É������������Å���������ÄË������ì���÷����
�ì�ÎÏÆ��õ�È������� í�ç�

¢ÐÑ¦×ÞÝÕÜÐ¦ÐÅÐÝÑ¦ ?¦�â

ª«&̈ §¦£¾¾ª¤¡£«̈¿¦¤ªÀ©£¢¡̈¾

Æ����æ����ÌË��Ã���Ã���Ã��Å��æ���ì���]����øÅ���÷�@Ã��È�Ç��:

��Ç���Ë�ø�Ç����Å�ÌÊ]����EüÏ�E�ÃÈ����üÃ������:ÏÄ���È���ö�

-�������Å������.��æ�æ������ì�ÎÏÆ*õ���È���������Å�ÎÏÆ*Ì���È��:

����Ë������Ç�����Ä��é�Ã������Ç��Å����æ�����ì�ÎÏÆ*çÌ�È�������

��Ç��Å�Å����������È������������Ç����Å�Ç�È�������Ã��Å�ÉÄ��Ã��

���������a�������Â��Å�Ë�-Ã�ÇÃ������ÇÇ�����Å����ì����������ì��È�

K�����Ä��Ë����Ì���-��Å�Ë�Ç����������-��Ã���Ã���������È�����

Ã��Å�ÉÄ��Ã����Â��Å��

0193

FINANCIAL REPORT | NOTES TO THE NOVARTIS GROUP CONSOLIDATED FINANCIAL STATEMENTS

The publicly quoted market value of the Novartis interest in

Roche (Reuters symbol: RO.S) at December 31, 2015, was

USD 14.9 billion (2014: USD 14.4 billion).

GLAXOSMITHKLINE CONSUMER HEALTHCARE
HOLDINGS LTD

On March 2, 2015, Novartis closed its transactions with

GlaxoSmithKline plc, Great Britain (GSK) announced in April

2014. As part of these transactions, Novartis and GSK have

agreed to create a combined consumer healthcare business

through a joint venture between Novartis OTC and GSK Con-

sumer Healthcare. On March 2, 2015, a new entity GlaxoSmith-

Kline Consumer Healthcare Holdings Ltd (GSK Consumer

Healthcare) was formed via contribution of businesses from
both Novartis and GSK.

At December 31, 2015, Novartis has a 36.5% interest in

GSK Consumer Healthcare and four of eleven seats on the joint

venture entity's Board of Directors. Furthermore, Novartis has

customary minority rights and also exit rights at a pre-defined,

market based pricing mechanism.

Novartis has valued the contribution of 63.5% of its OTC

Division in exchange for 36.5% of the GSK Consumer Health-
care business at fair value. Based on the estimates of values

exchanged, an investment in associated company of USD 7.6
billion was recorded on March 2, 2015.

The December 31,2015 balance sheet value allocation is
as follows:

 
The identified intangible assets principally relate to the value

of the indefinite life GSK Consumer Healthcare intangible

assets. The identified intangible assets with a definite life are

amortized on a straight-line basis over their estimated aver-

age useful life of 20 years.
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Thefollowingtables show interim unaudited financial infor-

mation of GSK Consumer Healthcare, including current values

of fair value adjustments made at the time of acquisition, for

the seven months ended September 30, 2015 since full year

2015 data is not yet available:

Since full-year 2015 financial data for GSK Consumer Health-

care are not available when Novartis produces its consolidated

financial results, a projection of the latest internal manage-

ment reporting is used to estimate the Group's share of GSK

Consumer Healthcare's net result for the year. Any differences

between this estimate and actual results will be adjusted in

the Group’s 2016 consolidated financial statements when
available.

The consolidated income statement effects from applying

Novartis accounting principles for this investment in 2015 are
as follows:

 
OTHER ASSOCIATED COMPANIES

During 2014, the shareholdings of 22% in ldenix Pharmaceu-

ticals, Inc. and 43% in LTS Lohmann Therapie-Systeme AG
were sold realizing gains of USD 812 million and USD 421 mil-

lion, respectively. Others include a gain of USD 64 million

recorded on investments in associated companies held by the
Novartis Venture Funds, which are accounted at fair valuefrom

January 1, 2014 onwards, consistent with other investments

held by these Funds.
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7. Earnings per Share
Basic earnings per share (EPS) is calculated by dividing net

income attributable to shareholders of Novartis AG by the

weighted average number of shares outstanding in a report-

ing period. This calculation excludes the average number of

issued shares purchased by the Group and held as treasury
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For diluted EPS, the weighted average number of shares out-

standing is adjusted to assume the vesting of all restricted

shares and the conversion of all potentially dilutive shares aris-

ing from options on Novartis shares that have been issued.

 

 

 

  

 

 

 

 

 
 

 

h 2014
s ares' Diluted earnings per share

2014 Weighted average number of shares
. . outstanding (in millions) 2 426Basu: earnlngs per share

weighted average number of shares Adjustment for vesting of restricted. . . . shares and dilutive shares from o tions

outstandlng (In mllllons) 2426 (in millions) p 44
Weighted average number of shares for

Net income/loss attributable to diluted earnings per share (in millions) 2 470
shareholders of Novartis AG
(USD millions)

. . . Net income/loss attributable to
_ contmumg operat'ons 10 654 shareholders of Novartis AG
— Discontinued operations —444 (USD millions)
- Total 10 210 — Continuing operations 10 654

Basic earnings per share (USD) — Discontinued operations —444

— Continuing operations 4.39 - Total 10 210

— Discontinued operations —0.18 Diluted earnings per share (USD)
- Total 4.21 — Continuing operations 4.31

— Discontinued operations — 0.18
- Total 4.13

 
No options were excluded from the calculation of diluted EPS

in 2014 or 2015, as all options were dilutive in both years.
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Fair value Fair value
adjustments adjustments on

on marketable deferred cash
securities flow hedges Total

USD millions USD millions USD millions

Fair value adjustments at January 1, 2014 344 - 59 285

Changes in fair value:
— Available-for-sale marketable securities — 3 — 3

— Available-for-sale financial investments 91 91

— Associated companies’ movements in comprehensive income 5 5

Realized net gains transferred to the consolidated income statement:
— Marketable securities sold —4 -4

— Other financial assets sold — 81 — 81

Amortized net losses on cash flow hedges transferred to the consolidated income statement 23 23

Impaired financial assets transferred to the consolidated income statement 87 87
Deferred tax on above items — 6 — 2 — 8

Fair value adjustments during the year 89 21 110

Fair value adjustments at December 31, 2014 433 -38 395

8.2) The Group has investments in associated companies,

principally Roche Holding AG and GlaxoSmithKline Consumer

Healthcare Holdings Ltd. The Group's share in movements in

these companies' other comprehensive income are recognized

directly in the respective categories ofthe Novartis consolidated

statement of comprehensive income, net of tax. The currency

translation effects and fair value adjustments of associated

companies are included in the corresponding Group amounts.
All other movements in these companies' statements of com-

prehensive income are recognized directly in the consolidated

statement of comprehensive income under "Novartis share of

other items recorded in comprehensive income recognized by

associated companies, net of taxes". These amounted to a loss

of USD 48 million (2014: loss of USD 5 million).

8.3) In 2015, cumulative currency translation losses of USD 10

million have been recycled through the income statement as

a result of the divestments of subsidiaries (2014: nil).

Currency translation losses of associated companies of

USD 97 million were recognized in 2015 (2014: loss of USD 31

million).

8.4) Remeasurements from defined benefit plans arise as
follows:

 

 

  
2014

USD millions

Defined benefit pension plans before tax —999

Other post-employment benefit plans
before tax — 235

Taxation on above items 412

Total after tax -822

8.5) The following table shows contributions of associated

companies to other comprehensive income:

 

 

  
2014

Note USD millions

Fair value adjustments attributable
to associated companies 5
Novartis share of other items
recorded in comprehensive
income recognized by associated
companies, net of taxes 8.2 — 5

Currency translation adjustments —31

Other comprehensive income
attributable to associated companies 4 - 31
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9. Changes in Consolidated Equity
9.1) A dividend of CHF 2.60 per share was approved at the

2015 Annual General meeting for the year ended December

31, 2014, resulting in a total dividend payment of USD 6.6 bil-

lion in 2015 (2014: the CHF 2.45 per share dividend amounted

to USD 6.8 billion). The amount available for distribution as a
dividend to shareholders is based on the available distribut-

able retained earnings of Novartis AG determined in accor-

dance with the legal provisions of the Swiss Code of Obliga-
tions.

9.2) During 2015, 63.6 million shares were purchased for

USD 6.1 billion (2014: 79.2 million shares for USD 6.9 billion).

These share purchases comprise of 9.6 million shares which

were repurchased for USD 897 million on the SIX Swiss

Exchange first trading line (2014: 46.8 million shares for

USD 4.1 billion), 4.1 million shares were acquired for USD 417

million from employees which were previously granted to them

under the respective programs (2014: 5.4 million shares for

USD 473 million), and in addition, Novartis repurchased 49.9

million shares for USD 4.8 billion on the SIX Swiss Exchange

second trading line under the USD 5 billion share buy-back

announced in November 2013, which was completed in

November 2015, and also to offset the dilutive impact from

equity-based participation plans (2014: 27.0 million shares for

USD 2.4 billion).

9.3) In 2015, Novartis reduced its share capital by cancelling

a total of 29.2 million shares which were repurchased during

2013 and 2014 on the SIX Swiss Exchange second trading line.

9.4) In 2014, Novartis has entered into an irrevocable, non-dis-

cretionary arrangement with a bank to repurchase Novartis

own shares on the second trading line under its USD 5 billion

share buy-back as well as to mitigate dilution from equi-

ty—based participation plans. The commitment under this

arrangement amounted to USD 658 million as of December

31,2014, reflectingthe expected purchases by the bank under

such trading plan over a rolling 90 days period. This trading

plan was fully executed and has expired. As a result, there is

no contingent liability related to this plan as of December 2015.

9.5) 27.0 million shares were delivered as a result of options

being exercised related to equity-based participation plans

and delivery of treasury shares, which contributed

USD 1.6 billion (2014: 41.4 million shares for USD 2.4 billion).

The average share price of the shares delivered was signifi-

cantly below market price reflecting the strike price of the

options exercised.

9.6) Equity-settled share-based compensation is expensed in
the consolidated 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 consol-

idated equity over the respective vesting period. In 2015,

11.9 million shares were transferred to associates as part of

equity-settled compensation (2014: 10.3 million shares). In

addition, tax benefits arising from tax deductible amounts

exceeding the expense recognized in the income statement

are credited to equity.

9.7) Changes in non-controlling interests in subsidiaries resulted

in a reduction in consolidated equity of USD 10 million (2014:

reduction of USD 120 million).
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10. Property, Plant 85 Equipment Movements

 

 

 

 

 

 

Machinery
Construction & other

Land Buildings in progress equipment Total
USD millions USD millions USD millions USD millions USD millions

2015

Cost

January 1 744 11 312 3 985 15 387 31 428
Reclassifications 1 12 1 833 — 2 601 756

Additions 4 408 1 665 442 2 519

Disposals and derecognitions2 — 41 — 332 — 59 — 704 — 1 136

Currency translation effects — 31 — 364 — 180 — 788 — 1 363
December 31 688 12 857 2 810 15 093 31 448

Accumulated depreciation

January 1 -30 -5093 -37 -10 285 -15445

Depreciation charge —3 —462 — 1 005 — 1 470

Accumulated depreciation on disposals and derecognitions2 2 246 32 594 874

Impairment charge —12 —37 —4 —82 —135

Reversal of impairment charge 9 46 55

Currency translation effects 3 149 2 501 655
December 31 -40 -5 188 -7 -10 231 -15466

Net book value at December 31 648 7 669 2 803 4 862 15 982

Net book value of property, plant & equipment under finance lease contracts 85

Commitments for purchases of property, plant & equipment 359

IReclassifications between various asset categories due to completion of plant and other equipment under construction.
2Derecognition of assets that are no longer used and are not considered to have a significant disposal value or other alternative use

Borrowing costs on new additions to property, plant and equipment eligible for capitalization have been capitalized and

amounted to USD 21 million in 2015 (2014: USD 20 million). The capitalization rate used to determine the amount of borrow-

ing costs eligible for capitalization is 25% (2014: 25%) and the interest rate used is 4% (2014: 4%).
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10. Property, Plant 85 Equipment Movements (Continued)

FINANCIAL REPORT

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Machinery
Construction & other

Land Buildings in progress equipment Total
USD millions USD millions USD millions USD millions USD millions

2014

Cost

January 1 920 12 933 3 635 17 813 35 301

Cost of assets related to discontinued operations — 115 — 1 175 —445 — 1 597 —3 332
Reclassifications 1 455 — 1 291 836

Additions2 5 113 2 397 389 2 904

Disposals and derecognitions3 —8 — 127 — 15 —544 —694

Currency translation effects —58 —887 —296 — 1 510 —2 751
December 31 744 11 312 3 985 15 387 31 428

Accumulated depreciation

January 1 -29 -5560 -29 -11486 -17 104

Accumulated depreciation on assets related to discontinued operations 1 377 4 827 1 209

Depreciation charge“ —3 —450 — 1 133 — 1 586

Accumulated depreciation on disposals and derecognitionsa 1 91 464 556

Impairment charge —1 — 10 —37 — 18 —66

Reversal of impairment charge 21 1 22

Currency translation effects 1 459 4 1 060 1 524
December 31 - 30 - 5 093 - 37 - 10 285 - 15 445

Net book value at December 31 714 6 219 3 948 5 102 15 983

Net book value of property, plant & equipment under finance lease contracts 1

Commitments for purchases of property, plant & equipment 826 

1 Reclassifications between various asset categories due to completion of plant and other equipment under construction.
2Additions in discontinued operations, for the period from January 1, 2014 to the portfolio transformation announcement on April 22, 2014, were USD 50 million.
aDerecognition of assets that are no longer used and are not considered to have a significant disposal value or other alternative use.
‘Depreciation charge in discontinued operations, for the period from January 1, 2014 to the portfolio transformation announcement on April 22, 2014, was USD 66 million.
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Total of
Acquired Currently Other intangible

research & Alcon marketed Marketing intangible assets other
Goodwill development brand name Technologies products know-how assets than goodwill

USD millions USD millions USD millions USD millions USD millions USD millions USD millions USD millions

2015

Cost

January 1 29 737 2 843 2 980 6 658 20 916 5 960 1 251 40 608

Impact of business combinations 2 438 730 12 970 15 13 715
Reclassifications1 — 36 5 31

Additions 881 217 61 1 159

Disposals and derecognitionsz —294 —26 —4 —324

Currency translation effects —590 —5 —95 —697 — 13 —810
December 31 31 585 4 119 2 980 6 563 33 385 5 960 1 341 54 348

Accumulated amortization

January 1 -426 -685 -2 539 -11 684 -954 -914 -16 776

Amortization charge —580 —2 848 —238 —89 —3 755

Accumulated amortization on disposals
and derecognitions2 68 241 4 313

Impairment charge —33 — 164 —9 —206

Reversal of impairment charge 40 40

Currency translation effects 15 49 194 10 253
December 31 -411 -650 -3 070 -14 221 -1 192 -998 -20131

Net book value at December 31 31 174 3 469 2 980 3 493 19 164 4 768 343 34 217 

IReclassifications between various asset categories as a result of product launches of acquired ln-Process Research & Development.
2Derecognitions of assets that are no longer used or being developed and are not considered to have a significant disposal value or other alternative use.

SEGMENTATION 0F GOODWILL AND INTANGIBLE ASSETS

The net book values at December 31, 2015 of goodwill and intangible assets are allocated to the Group's reporting segments
as summarized below.

 

 

Total of
Acquired Currently Other intangible

research & Alcon marketed Marketing intangible assets other
Goodwill development brand name Technologies products know-how assets than goodwill

USD millions USD millions USD millions USD millions USD millions USD millions USD millions USD millions

Pharmaceuticals 5530 2 511 13 13151 140 15815

Alcon 17 947 461 2 980 2 850 4 435 4 768 163 15 657

Sandoz 7 690 490 630 1 578 22 2 720

Corporate 7 7 18 25
Total 31 174 3 469 2 980 3 493 19 164 4 768 343 34 217

Potential impairment charge, if any,
if discounted cash flows fell by 5% 4

Potential impairment charge, if any,
if discounted cash flows fell by 10% 9
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11. Goodwill and Intangible Assets Movements (Continued)
Aoquired

research &
Goodwill development

USD millions USD millions

Total of
Currently Other intangible

Aloon marketed Marketing intangible assets other
brand name Technologies products know-how assets than goodwill

USD millions USD millions USD millions USD millions USD millions USD millions

 

 

 

 

 

 

 

2014

Cost

January 1 31 554 2 648 2 980 7 104 24 160 5 960 1 479 44 331

Cost of assets related to discontinued operations — 1 222 — 25 —346 — 2 833 —359 —3 563

Impact of business combinations 131 248 234 482
Reclassifications 1 — 139 — 125 95 169

Additions2 405 125 216 53 799

Disposals and derecognitions3 — 159 —286 — 18 —463

Currency translation effects — 726 — 135 — 100 — 670 — 73 — 978
December 31 29 737 2 843 2 980 6 658 20 916 5 960 1 251 40 608

Accumulated amortization

 

 

 

 

 

 

 

 

January 1 - 528 - 575 - 2 168 - 11 953 - 715 - 1 079 - 16 490
Accumulated amortization of assets related to
discontinued operations 61 13 167 1 369 213 1 762

Amortization charge“ — 587 — 1 868 — 239 — 81 — 2 775

Accumulated amortization on disposals
and derecognitions3 159 283 17 459

Impairment charge —271 —46 —30 —347

Reversal of impairment charge 70 70

Currency translation effects 41 — 11 49 461 46 545
December 31 - 426 - 685 - 2 539 - 11 684 - 954 - 914 - 16 776

Net book value at December 31 29 311 2 158 2 980 4 119 9 232 5 006 337 23 832

1 Reclassifications between various asset categories as a result of product launches of acquired In-Process Research & Development.
2Additions in discontinued operations, for the period from January 1, 2014 to the portfolio transformation announcement on April 22, 2014, were USD 11 million.
aDerecognitions of assets that are no longer used or being developed and are not considered to have a significant disposal value or other alternative use.
‘Amortization charge in discontinued operations, for the period from January 1, 2014 to the portfolio transformation announcement on April 22, 2014, was USD 77 million.

The Pharmaceuticals, Alcon and Sandoz divisions' cash gen-

erating units, to which indefinite life intangibles and/or good-

will are allocated, each comprise a group of smaller cash gen-

erating units. The valuation method of the recoverable amount

of the cash generating units, to which indefinite life intangibles

and/or goodwill are allocated, is based on the fair value less

costs of disposal. The following assumptions are used in the
calculations:

 

In 2015, intangible asset impairment charges for continuing

operations of USD 206 million were recognized, of which
USD 120 million were recorded in the Alcon Division and

USD 86 million in total in the Pharmaceuticals and Sandoz

divisions.

In 2014, intangible asset impairment charges in continu-

ing operations amounted to USD 347 million (USD 302 mil-
lion in the Pharmaceuticals Division and USD 45 million in

total in the Sandoz and Alcon divisions).

In 2015, the reversal of prior year impairment charges

amounted to USD 40 million (2014: USD 70 million).
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Property, other benefit Other assets,
plant & Intangible obligations Tax loss provisions Valuation

equipment assets of associates Inventories carryforwards and accruals allowance Total
USD millions USD millions USD millions USD millions USD millions USD millions USD millions USD millions

Gross deferred tax assets at January 1, 2015 268 214 1 749 3 470 85 2 601 - 14 8 373

Gross deferred tax liabilities at January 1, 2015 - 639 -4 242 -410 - 578 - 3 - 606 - 6 478

Net deferred tax balance at January 1, 2015 - 371 -4 028 1 339 2 892 82 1 995 - 14 1 895

At January 1, 2015 - 371 -4 028 1 339 2 892 82 1 995 - 14 1 895

Credited/(charged) to income — 57 296 83 376 — 22 — 129 — 3 544

Charged to equity —216 —216

(Charged)/credited to other comprehensive income — 63 29 — 34

Impact of business combinations 390 — 13 377
Other movements 5 —9 —3O — 12 —3 73 12 36

Net deferred tax balance at December 31, 2015 -423 - 3 351 1 329 3 256 57 1 739 - 5 2 602

Gross deferred tax assets at December 31,2015 216 611 1 730 3 821 62 2 871 — 5 9 306
Gross deferred tax liabilities at
December 31,2015 —639 —3 962 —401 —565 —5 —1132 —6704

Net deferred tax balance at December 31, 2015 -423 - 3 351 1 329 3 256 57 1 739 - 5 2 602

After offsetting USD 349 million of deferred tax assets and liabilities within the same tax jurisdiction the balance amounts to:
Deferred tax assets at December 31, 2015 8 957

Deferred tax liabilities at December 31,2015 — 6 355

Net deferred tax balance at December 31, 2015 2 602

Gross deferred tax assets at January 1, 2014 159 270 1 515 3 026 142 2 651 - 22 7 741

Gross deferred tax liabilities at January 1, 2014 - 886 - 4 796 - 448 - 514 - 4 - 622 - 7 270

Net deferred tax balance at January 1, 2014 - 727 -4 526 1 067 2 512 138 2 029 - 22 471

At January 1, 2014 - 727 - 4 526 1 067 2 512 138 2 029 - 22 471
Net deferred tax balance
related to discontinued operations 39 92 — 73 — 40 — 19 — 93 — 94

Credited/(charged) to income 256 525 17 395 — 60 — 60 — 5 1 068

Credited to equity 157 157

Credited/(charged) to other comprehensive income 389 — 8 381

Impact of business combinations — 159 30 —1 — 130
Other movements 61 40 — 61 25 — 7 — 29 13 42

Net deferred tax balance at December 31, 2014 - 371 - 4 028 1 339 2 892 82 1 995 - 14 1 895

Gross deferred tax assets at December 31, 2014 268 214 1 749 3 470 85 2 601 — 14 8 373
Gross deferred tax liabilities at
December31, 2014 —639 —4 242 —410 —578 —3 —606 —6478

Net deferred tax balance at December 31, 2014 - 371 - 4 028 1 339 2 892 82 1 995 - 14 1 895

After offsetting USD 379 million of deferred tax assets and liabilities within the same tax jurisdiction the balance amounts to:
Deferred tax assets at December 31, 2014 7 994

Deferred tax liabilities at December 31, 2014 — 6 099

Net deferred tax balance at December 31, 2014 1 895
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NtÓºZ©ZuuZć±UǼ̄ [[ZV[́URć¹PUÓPYPVPZ[́b̧WRVPRXZcd
������������ì���������������-��Ç��Ç���Å��ÇÇ���-Ã���Ç��Ç�È:

����Ç���È�ó���Ã�������.�������ì�Å�ì����Å���÷������É�É����üÃ���

-���Å�������������Å�Ç����������Ã��ö����\���/�Ç�������÷������

Æ�ì����Å���÷���������ì�ÎÏÆ*Ê�è�É�������Á���ÌL�ÎÏÆ*Ê�ç�É��:

����Í���Å�Å�ì����Å���÷����É���������ì�ÎÏÆ*��õ�É�������Á���ÌL�

ÎÏÆ*��ç�É������Í������÷��Ç��Å����Ã��������È��Ç�����Ç�������

��÷�����Ä�É����ì����È�����Ã����-�����È���Ã��

���Æ�Ç�ÈÉ���Ê�Ë�����Ë�����È����Å�������æ���ì�ÎÏÆ*ç��É��:

�����Á���ÌL�ÎÏÆ*���É������Í�Ã����É�����������Å�ÉÄ�Ç������Å���Å�

���������ì�����������È�����üÃ���ì���Ë�����������������È�Å��ì���

��Ç�È����÷����Ã���-���Å�É����Ä�É���������Ã��Å�����É�������ì�

�Ã����������æ���øì��Ã����������æ��-������È����ÅË������Ç�È����÷�

ÇÃ��æ��Ç���Å��������É���Å�����Ã����÷����������Ç�������Ä�����/�Ç��

� ������ ���Ì�

� ÎÏÆ�È��������� ÎÏÆ�È��������

ü�È�����Ä�Å�/����Ç������-Ã�ÇÃ������ �� �

Å�ì����Å���÷�Ã���É���������Å�Å�����Ã�Ä� �� �

�������È����������������������Å���L� �� �

***í�ø�����È����������É��Å������� ��çÌÌ�� ê�õ���

***í�ö��Å-����ì��È��Ç;���������� í��õ������ í��õ��çê�

üÃ��æ������������ì���÷:�����Ç���Ä:ì��-��Å���Ã���Ã���Ë����Ã����

���Ë�É����Ç�������.�Å����Å�ì����Å���÷�������Ë�-��Ã��Ã�����÷���Ä�

Å�����������ì����-�L

� ����Ç�������.�Å�� ë�������.�Å�� �����������

� ÎÏÆ�È��������� ÎÏÆ�È��������� ÎÏÆ�È��������

é���Ä���� ���� Êè�� ç��

ü-��Ä����� õ��� ���� ����

üÃ����Ä����� Êê�� ç�� ÌÊ�

Â����Ä����� �Ì�� ê�� ç��

Â����Ä����� ����� �� ����

ò�����Ã���ù���Ä����� Ìç��� ê���� ���êê�

«ÕÑÓÔ¦ ääå�¦ �äâ�¦ �¦ññâ�

ø������Ë�ÎÏÆ*�Ê�È�������Á���ÌL�ÎÏÆ*�Ì�È������Í��ì���÷:�����Ç��:

�Ä:ì��-��Å���÷����Å�

� ����Ç�������.�Å�� ë�������.�Å�� ���Ì�������

� ÎÏÆ�È��������� ÎÏÆ�È��������� ÎÏÆ�È��������

é���Ä���� ���� Ê�� ���

ü-��Ä����� ���� �ç�� Ìõ�

üÃ����Ä����� �Ì�� �� �Ì�

Â����Ä����� �Ê�� ��� �õ�

Â����Ä����� ���� õ�� ç��

ò�����Ã���ù���Ä����� ÊÌ��� Êèç�� êÌ��

«ÕÑÓÔ¦ áãä�¦ áðä�¦ äâñ�

Æ�ì����Å���÷��������������Å������÷�É�����������ì����������ö�����

���������������Ç�æ��.�Å�����Ã���÷�����������Ç����Å���Å����É�É���

�Ã���ì��������÷�É������ù���-����É��������É����æ������-Ã�ÇÃ���ÇÃ�

�������Ç���É��������.�Å�����Ã��ì�������É���ì������
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The following table shows the receivables of the gross investments in finance leases and the net present value of the minimum

lease payments, as well as unearned finance income. The finance income is recorded in "Other income".

USD millions 

Not later than one year1 

Between one and five years 

Later than five years
Total

 

1The current portion of the minimum lease payments is recorded in trade receivables or other current assets (to the extent not yet invoiced).

 
 

 
 

 

 

2014

Total Unearned
future interest Present

USD millions payments income value Provision Net book value

Not later than one year1 50 —3 47 — 1 46

Between one and five years 149 — 8 141 — 6 135

Later than five years 69 — 5 64 64
Total 268 - 16 252 - 7 245 

1The current portion of the minimum lease payments is recorded in trade receivables or other current assets (to the extent not yet invoiced).

 

14. Inventories

 
 

 

2014
USD millions

Raw material, consumables 756

Finished products and work in progress 5 337
Total inventories 6 093 

received.

The amount of inventory recognized as an expense in "Cost of

goods sold" in the consolidated income statements during

2015 amounted to USD 10.5 billion (2014: USD 11.6 billion).

The group recognized inventory provisions amounting to

USD 356 million (2014: USD 1.1 billion) and reversed inven-

tory provisions amountingto USD 148 million (2014: USD 379

million).

The reversals mainly result from the release of products initially

requiring additional quality control inspections and from the

reassessment of inventory values manufactured prior to reg-

ulatory approval but for which approval was subsequently
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15. Trade Receivables

 
 

 

2014
USD millions

Total gross trade receivables 8 431
Provisions for doubtful trade receivables — 156

Total trade receivables, net 8 275 
The following table summarizes the movement in the provision
for doubtful trade receivables:

 
 

 

 

 

2014
USD millions

January 1 - 195
Provisions for doubtful trade receivables
related to discontinued operations 15
Provisions for doubtful trade
receivables charged to the
consolidated income statement — 92

Utilization or reversal of provisions
for doubtful trade receivables 101

Currency translation effects 15
December 31 - 156

 
The following sets forth details of the age of trade receivables

that are not overdue as specified in the payment terms and
conditions established with Novartis customers as well as an

analysis of overdue amounts and related provisions for doubtful
trade receivables:

 

 

 

 

 

FINANCIAL REPORT

Trade receivable balances include sales to drug wholesalers,

retailers, private health systems, government agencies, man-

aged care providers, pharmacy benefit managers and govern-

ment-supported healthcare systems. Novartis continues to

monitor sovereign debt issues and economic conditions in

Greece, Italy, Portugal, Spain (GIPS) and other countries where

the trade receivables are due directly from local governments

or from government-funded entities, and evaluates trade

receivables in these countries for potential collection risks.

Deteriorating credit and economic conditions and other fac-

tors 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 majority of the out-

standing trade receivables from these countries are due

directly from local governments or from government-funded

entities. The gross trade receivables from GIPS countries at

December31, 2015 amountto USD 920 million (2014: USD 915

million), of which USD 58 million are past due for more than

one year (2014: USD 69 million) and for which provisions of

USD 37 million have been recorded (2014: USD 48 million).

At December 31, 2015 amounts past due for more than one

year are not significant in any ofthe GIPS countries on a stand-
alone basis.

 

 

 

 
  

  
 

uso wig: Trade receivables include amounts denominated in the
Not overdue 7 406 following major currencies:

Past due for not more than one month 334 2014
Past due for more than one month Currency USD millions

but less than three months 275 CHF 184

Past due for more than six months EUR 1 562
but less than one year 102 GBP 184

Past due for more than one year 140 JPY 951
Provisions for doubtful trade receivables — 156 USD 3 059

Total trade receivables, net 8 275 Other 2 097

Total trade receivables, net 8 275
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16. Marketable Securities, Commodities, Time Deposits,
Derivative Financial Instruments and Cash and Cash

Equivalents
MARKETABLE SECURITIES, COMMODITIES, TIME
DEPOSITS AND DERIVATIVE FINANCIAL INSTRUMENTS

 

 

 

 

 

  
At December 31,2015 all debt securities are denominated in

USD except for USD 22 million in EUR (2014: USD 25 million).
In addition, at December 31,2014 debt securities of 1 million

 
 

 

 

 
 

 

 

 

 

 

 

 

2014
USD mi'“°"5 are denominated in CHF.

Debt securities 327

Equity securities 15 CASH AND CASH EQUIVALENTS
Fund investments 35

2014
Total available-for-sale USD millionsmarketable securities 377

_ _ Current accounts 3 607Commodities 97
_ _ _ _ _ _ Time deposits and short-term

Time dePOSItS With original maturity investments with original maturity
m°re than 90 days 6 less than 90 days 9 416

Derivative financial instruments 356 Total cash and cash equivalents 13 023
Accrued interest on debt securities
and time deposits 3
Total marketable securities,
commodities, time deposits and
derivative financial instruments 839

17. Other Current Assets
2014

USD millions

VAT receivable 509

Withholding tax recoverable 144
Income tax receivables 202

Reimbursements from insurers 87

Prepaid expenses

— Third parties 547

— Associated companies 3
Other receivables

— Third parties 1 033

— Associated companies 5
Total other current assets 2 530
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18. Details of Share capital and Share Movements
The following table shows the movement in the share capital:

 
 

 

Dec 31, 2013 Movement in year Dec 31, 2014
USD millions USD millions USD millions

Share capital 1001 1001

Treasury shares — 89 — 14 — 103

Outstanding share capital 912 - 14 898

The following table shows the movement in the shares:

 

 

 

Number of shares 1

Dec 31, 2013 Movement in year Dec 31,2014
Total Novartis shares 2 706 193 000 2 706 193 000

Total treasury shares — 280 108 692 — 27 458 051 —307 566 743

Total outstanding shares 2 426 084 308 - 27 458 051 2 398 626 257

1All shares are voting shares, which are registered, authorized, issued and fully paid.

In 2015, Novartis reduced its share capital by cancelling a total

of 29.2 million shares which were repurchased during 2013

and 2014 on the SIX Swiss Exchange second trading line.

During 2015, 38.9 million treasury shares were delivered

as a result of options being exercised and physical share deliv-

eries related to equity-based participation plans (2014: 51.7

million shares). 9.6 million shares were repurchased on the

SIX Swiss Exchange first trading line (2014: 46.8 million). 4.1

million shares were acquired from employees which were pre-

viously granted to them under the respective programs (2014:

5.4 million). In addition, Novartis repurchased 49.9 million

shares on the SIX Swiss Exchange second trading line under

the USD 5 billion share buy-back announced in November

2013, which was completed in November 2015, and also to

offset the dilutive impact from equity-based participation plans

(2014: 27.0 million shares). With these transactions, the total

number of shares outstanding was reduced by 24.7 million

shares in 2015 (2014: reduction of 27.5 million shares) and

the sixth share buy-back program which was approved by the

shareholders at the AGM 2008 has been completed. The mar-
ket maker has acquired 7 million written call options, originally

issued as part of the share-based compensation for associ-

ates that have not yet been exercised. The weighted average

exercise price of these options is USD 58.27 and they have

contractual lives of 10 years.
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19. Non-Current Financial Debt

 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

  

  

 
 

 

 

 

 

2014
USD millions

Straight bonds 15 982
Liabilities to banks and other financial institutions1 803

Finance lease obligations 3

Total, including current portion of non-current financial debt 16 788

Less current portion of non-current financial debt —2 989
Total non-current financial debts 13 799

Straight bonds

3.625% CHF 800 million bond 2008/2015 of Novartis AG,
Basel, Switzerland, issued at 100.35% 807

5.125% USD 3 000 million bond 2009/2019 of Novartis Securities Investment Ltd.,
Hamilton, Bermuda, issued at 99.822% 2 991

4.25% EUR 1 500 million bond 2009/2016 of Novartis Finance S.A.,
Luxembourg, Luxembourg, issued at 99.757% 1 821

2.9% USD 2 000 million bond 2010/2015 of Novartis Capital Corporation,
New York, United States, issued at 99.522% 1 999

4.4% USD 1 000 million bond 2010/2020 of Novartis Capital Corporation,
New York, United States, issued at 99.237% 993

2.4% USD 1 500 million bond 2012/2022 of Novartis Capital Corporation,
New York, United States, issued at 99.225% 1 486

3.7% USD 500 million bond 2012/2042 of Novartis Capital Corporation,
New York, United States, issued at 98.325% 488

3.4% USD 2 150 million bond 2014/2024 of Novartis Capital Corporation,
New York, United States, issued at 99.287% 2 128

4.4% USD 1 850 million bond 2014/2044 of Novartis Capital Corporation,
New York, United States, issued at 99.196% 1 823

0.75% EUR 600 million bond 2014/2021 of Novartis Finance S.A.,
Luxembourg, Luxembourg, issued at 99.134% 721
1.625% EUR 600 million bond 2014/2026 of Novartis Finance S.A.,
Luxembourg, Luxembourg, issued at 99.697% 725
0.25% CHF 500 million bond 2015/2025 of Novartis AG,
Basel, Switzerland, issued at 100.64%

0.625% CHF 550 million bond 2015/2029 of Novartis AG,
Basel, Switzerland, issued at 100.502%

1.050% CHF 325 million bond 2015/2035 of Novartis AG,
Basel, Switzerland, issued at 100.479%

3.0% USD 1 750 million bond 2015/2025 of Novartis Capital Corporation,
New York, United States, issued at 99.010%

4.0% USD 1 250 million bond 2015/2045 of Novartis Capital Corporation,
New York, United States, issued at 98.029%

Total straight bonds 15 982

1Average interest rate 0.7% (2014: 0.9%)

2014

The following tables provide a breakdown of total non-current USD millions

financial debt, including current portion by maturity and cur- Breakdown by currency USD 11912
rency: EUR 3 329

2014 JPY 669USD millions CHF 807

Breakdown by maturity 2015 2 989 Others 71
2016 1 838 Total 16 788

2017 175

2018 342

2019 3 068

2020 1 004

After 2020 7 372

Total 16 788
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The expected timing of the related cash outflows as of Decem-

ber 31, 2015 is currently projected as follows:

 
PROVISIONS FOR PRODUCT LIABILITIES,
GOVERNMENTAL INVESTIGATIONS AND OTHER LEGAL
MATTERS

Novartis has established provisions for certain product liabil-

ities, governmental investigations and other legal matters,

including provisions for expected legal costs where a potential

cash outflow is probable and Novartis can make a reliable esti-

mate of the amount of the outflow. These provisions represent

the Group's current best estimate of the total financial effect

for the matters listed below and for other less significant mat-

ters. Potential cash outflows reflected in a provision might be

fully or partially off-set by insurance in certain circumstances.

Novartis has not established provisions for potential damage

awards for certain additional legal claims against our subsid-

iaries if Novartis currently believes that a payment is either not

probable or cannot be reliably estimated. In total, these

not-provisioned-for matters include fewer than 500 individual

product liability cases and certain other legal matters. Plain-

tiffs' alleged claims in these matters, which Novartis does not

believe to be entirely remote but which do not fulfill the con-

ditions for the establishment of provisions, currently aggregate

to, according to Novartis' current best belief, approximately
USD 1.2 billion. In addition, in some of these matters there are

claims for punitive or multiple (treble) damages, civil penalties

and disgorgement of profits that in Novartis' view are either

wholly or partially unspecified or wholly or partially unquanti-

fiable at present; the Group believes that information about

these amounts claimed by plaintiffs generally is not meaning-

ful for purposes of determining a reliable estimate of a loss

that is probable or more than remote. A number of other legal

matters are in such early stages or the issues presented are

such that the Group has not made any provisions other than

for legal fees since it cannot currently estimate either a poten-

tial outcome or the amount of any potential losses. For these

reasons, among others, the Group generally is unable to make

a reliable estimate of possible loss with respect to such cases.

It is therefore not practicable to provide information about the

potential financial impact of those cases. There might also be

cases for which the Group was able to make a reliable estimate

of the possible loss or the range of possible loss, but the Group

believes that publication of such information on a case-by-

case basis would seriously prejudice the Group's position in

ongoing legal proceedings or in any related settlement discus-

sions. Accordingly, in such cases, information has been dis-
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closed with respect to the nature of the contingency, but no

disclosure is provided as to an estimate of the possible loss or

range of possible loss.

LEGAL MATTERS

A number of Novartis companies are, and will likely continue

to be, subject to various legal proceedings and investigations

that arise from time to time, including proceedings regarding

product liability, sales and marketing practices, commercial

disputes, employment, and wrongful discharge, antitrust, secu-

rities, health and safety, environmental, tax, international trade,

privacy, and intellectual property matters. As a result, the

Group may become subject to substantial liabilities that may

not be covered by insurance and could affect our business and

reputation. While Novartis does not believe that any of these

legal proceedings will have a material adverse effect on its

financial position, litigation is inherently unpredictable and

large judgments sometimes occur. As a consequence, Novartis

may in the future incur judgments or enter into settlements of
claims that could have a material adverse effect on its results

of operations or cash flow.

Governments and regulatory authorities around the world

have been stepping up their compliance and law enforcement

activities in recent years in key areas, including marketing prac-

tices, pricing, corruption, trade restrictions, embargo legisla-

tion, insider trading, antitrust, cyber security and data privacy.

Further, when one government or regulatory authority under-

takes an investigation, it is not uncommon for other govern-

ments or regulators to undertake investigations regarding the

same or similar matters. Responding to such investigations is

costly and requires an increasing amount of management's

time and attention. In addition, such investigations may affect

our reputation, create a risk of potential exclusion from gov-

ernment reimbursement programs in the US and other coun-

tries, and may lead to (or arise from) litigation. These factors

have contributed to decisions by Novartis and other companies

in the healthcare industry,when deemed in their interest, to enter

into settlement agreements with governmental authorities

around the world prior to any formal decision by the authori-

ties or a court. Those government settlements have involved

and may continue to involve, in current government investiga-

tions and proceedings, large cash payments,sometimes in the

hundreds of millions of dollars or more, including the poten-

tial repayment of amounts allegedly obtained improperly and

other penalties, including treble damages. In addition, settle-

ments of government 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 Pharmaceuticals Corporation is a

party to such an agreement, which will expire in 2020. Also,

matters underlying governmental investigations and settle-

ments may be the subject of separate private litigation.

The following is a summary of significant legal proceed-

ings to which Novartis or its subsidiaries are a party or were

a party and that concluded in 2015.
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Japan investigation

In December 2015, trial started against a former Novartis

Pharma K.K. (NPKK) employee, and also NPKK under the dual

liability concept in Japanese law, over allegations brought by

the Tokyo District Public Prosecutor Office in two counts for

alleged manipulation of data in sub-analysis publications of

the Kyoto Heart Study regardingvalsartan. The charges against

NPKK are subject to a maximum total fine of JPY 4 million.

In February 2015, the Japanese Ministry of Health, Labor

and Welfare (MHLW) issued a business suspension order for

failure to report adverse events, which required NPKK to halt

manufacturing and sales in Japan for the period from March

5 to 19, 2015. NPKK has implemented a corrective and pre-
ventive action plan in response to a business improvement

order and instruction issued by the MHLW in the fourth quar-

ter of 2015 regarding additional instances of delayed adverse

events reporting.

Internal travel agencies investigation

After reports of Chinese government investigations of compet-

itors for alleged improper use of certain China-based travel

agencies to reward healthcare providers, Novartis commenced

an internal investigation in 2013 concerning its local affiliates'

relationships with China-based travel agencies (and other ven-

dors). Novartis is communicating with the US Securities and

Exchange Commission (S EC) about this internal investigation.

Italy MF59 investigation

In May 2014, the public prosecutor of Siena initiated a crimi-

nal investigation with respect to allegations that the transfer

price of the adjuvant MF59 was unlawfully marked up. The

investigation concerns whetherthe Focetria and Fluad vaccines

sold to the government were over-priced and whether the Ital-

ian Ministry of Health paid an inflated amount in a dispute set-

tlement relatingto the supply of Focetria during the 2009 pan-
demic.

PRODUCT LIABILITY MATTERS

Reclast/Aclasta product liability litigation

NPC is a defendant in 21 US product liability actions involving

Reclast and alleging atypical femur fracture injuries, most of

which are in New Jersey state or federal court coordinated with

claims against other bisphosphonate manufacturers. There

are also three Canadian putative class actions brought against

numerous bisphosphonate manufacturers including NPC,
Novartis Pharmaceuticals Canada Inc. and Novartis Interna-

tional AG in Quebec, Alberta and Saskatchewan. All claims are

being vigorously contested.

Metoclopramide product liability litigation

Sandoz is a defendant, along with numerous manufacturers

of brand pharmaceuticals, in 395 product liability actions in

the state courts in Pennsylvania and California claiming that

the use of metoclopramide, the generic version of the brand

name drug Reglano, caused personal injuries includingtardive

dyskinesia. Sandoz denies the allegations and is vigorously

contesting the claims.
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Tekturna/Rasilez/Valturna product liability litigation
NPC and certain other Novartis affiliates are defendants in 12

individual lawsuits pending in the USDC for the District of New

Jersey (DNJ), and one in Alberta, Canada, claiming that treat-
ment with Tekturna, Rasilez and/or Valturna caused renal fail-

ure, kidney disease or stroke. The claims are being vigorously
contested.

ARBITRATION

Equa arbitration

In 2013, Sanofi K. K. (Sanofi) commenced an arbitration against

NPKK relatingto the termination of a co-promotion agreement

in Japan of Equa (Galvus), which is used to treat type 2 diabe-

tes. Sanofi seeks an award equivalent to USD 356 million, at

a minimum, together with a request for payment of additional

interest and expenses as well as legal and other costs of the

proceedings. NPKK is vigorously defending the action as well

as prosecuting a counterclaim against Sanofi.

OTHER MATTERS

Average Wholesale Price (AWP) litigation

Claims have been brought by various US state governmental

entities against various pharmaceutical companies, including

certain Sandoz entities and NPC, alleging that they fraudu-

lently overstated the AWP that is or has been used by payors,

including state Medicaid agencies, to calculate reimburse-

ments to healthcare providers. NPC and Sandoz reached set-

tlements in the first, third, and fourth quarters of 2015 of the

Wisconsin and Utah claims against them for amounts that are
not material to Novartis. Sandoz has filed a motion for recon-

sideration against a Mississippi Supreme Court decision which

in the fourth quarter of 2015 upheld the USD 30 million Chan-

cery Court verdict against it. NPC remains a defendant in an

action brought by the state of Illinois and in a putative class

action brought by private payors in New Jersey. The claims are

being vigorously contested.

Qui tam actions

NPC is a defendant in a relator's qui tam action in the USDC
for the Eastern District of Pennsylvania asserting federal and

state False Claims Act claims relating to certain alleged mar-

keting practices involving Elidelo. The federal government and
several states declined to intervene in the relator's action. NPC

is vigorously contesting the claims.

In 2006, 2010 and 2012, qui tam complaints were filed in the

District of Massachusetts (D. Mass.) asserting various federal

False Claims Act and state claims relating to certain alleged

improper marketing practices involving Xolair against various
Novartis, Genentech and Roche entities. In 2011, the US and

various state governments declined to intervene in the rela-

tors' actions, and closed their investigations. In June 2014, the

relator in the 2010 action voluntarily dismissed his complaint

with prejudice; the US and various states subsequently con-

sented to the dismissal. In the first quarter of 2015, the USDC

for the D. Mass. dismissed with prejudice all claims in connec-

tion with alleged improper marketing practices asserted by
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similar claims related to Exjade; and the qui tam relator served

on NPC an amended complaint also asserting similar claims

with respect to Myfortic and Exjade, as well as claims involving

Tasigna, Gleevec and T03! that the federal and various state

governments declined to pursue. In the second half of 2015,

NPC reached a settlement with all plaintiffs, including the

United States Department of Justice, 45 states (made up of

the eleven intervening states, as well as all the other states

which were either part of the relator's complaint, or which reim-

bursed prescriptions of Myfortic and Exjade during the rele-

vant time period), the District of Columbia and the qui tam
relator. This resolves all the above-described claims related to

Myfortic, Exjade, Tasigna, Gleevec and TOBI. As pa rt of the set-

tlement, NPC agreed to pay USD 390 million plus additional

legal expenses to plaintiffs, and agreed with the Office of

Inspector General of the US Department of Health & Human
Services on an amendment and extension of its current Cor-

porate Integrity Agreement until 2020.

DNJ investigation

In late September 2014, ALI received a subpoena from the

USAO for the DNJ relating to an investigation of Alcon sales

practices. In the third quarter of 2015, the USAO declined to

proceed, and no charges were brought or sanctions imposed.

The relator dismissed the complaint voluntarily.

Italy Sandostatin investigation

In January 2014, the ICA opened an investigation to assess

whether Novartis Farma S.p.A. and ltalfarmaco S.p.A. colluded

on the supply of octreotide acetate (Sandostatin LAR and Lon-

gastatina® LAR, respectively). In consideration of commitments

to amend certain provisions of the co-marketing agreement

with ltalfarmaco, the ICA decided to close the investigation

with no finding of an infringement and thus without a fine. The
decision became final in October 2015.

Zometa/Aredia product liability litigation

NPC had been a defendant in more than 880 cases brought

in US courts in which plaintiffs generally claimed to have expe-
rienced osteonecrosis of the jaw or atypical femur fracture
after treatment with Zometa or Aredia, which are used to treat

patients whose cancer has spread to the bones. Nearly all the

cases have been resolved through voluntary dismissals, pre-

trial motion practice, trial, or settlements, the payments of
which were not material to Novartis. Three cases where NPC
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prevailed at the trial level remain on appeal, and one other

case remains pending. The remaining claims are being vigor-

ously contested, but they are not material to Novartis.

Solodyn” Federal Trade Commission (FTC) investigation

The conduct challenged in the above-described Solodyn® anti-

trust class actions has also been the subject of an FTC inves-

tigation. In the fourth quarter of 2015, the FTC closed the inves-

tigation with no finding of an infringement or a fine. This
matter is therefore concluded.

Excedrin consumer class actions

Four putative class actions were brought in December 2013

and January 2014 against Novartis and its consumer health

unit. They generally claim 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. In 2014, three of the four putative class

actions were dismissed; the remaining one is not material to
Novartis.

SUMMARY OF PRODUCT LIABILITY, GOVERNMENTAL
INVESTIGATIONS AND OTHER LEGAL MATTERS
PROVISION MOVEMENTS

 

 

 

 

 

 
 

  
2014

USD millions

January 1 924
Provisions related to
discontinued operations —37

Cash payments -454

Releases of provisions — 135

Additions to provisions 549

Currency translation effects 2
December 31 349

Less current portion —328

Non-current product liabilities,
governmental investigations and other
legal matters provisions at December 31 521

Novartis believes that its total provisions for investigations,

product liability, arbitration and other legal matters are ade-

quate based upon currently available information. However,

given the inherent difficulties in estimating liabilities, there can
be no assurance that additional liabilities and costs will not be

incurred beyond the amounts provided.
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In 2015, additions to provisions of USD 399 million in continu-

ing operations were to a large extent related to reorganizations

in the Pharmaceuticals Division. Thereby two initiatives total-

ing USD 106 million were targeted at efficiency gains in the

business franchises other than Oncology and Cell and Gene

Therapies. The integration of the Oncology business acquired

from GSK resulted in restructuring expenses of USD 78 mil-

lion. Alcon extended its initiative to realize productivity oppor-

tunities (USD 45 million). Finally group wide initiatives to sim-

plify the organizational structure (USD 159 million), mainly

related to the manufacturing footprint and support services

as well as a NIBR initiative (USD 11 million) resulted in an
increase of the provision.

In 2014, additions to provisions of USD 504 million in con-

tinuing operations were mainly related to reorganizations in
the Pharmaceuticals Division. In Pharmaceuticals an initiative

Restructuring initiatives 

Pharmaceuticals — Research & Development 

Pharmaceuticals — Business Franchises 

Pharmaceuticals — GSK Oncology Integration 

Alcon initiative to increase operating leverage 

Various Group initiatives to simplify organizational
structure — including manufacturing sites and support services 

Total
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in Development totaling USD 72 million was targeted at estab-

lishing an organizational model for the development activities

which allows for greater focus on high priority programs in

specialty medicines, more flexibility to adapt to changes in the

portfolio, and which strengthens operational excellence.

Activities in the Pharmaceuticals Division were also subject to

a restructuring program totaling USD 286 million which was

targeted at increasing operational leverage. Alcon has estab-

lished a USD 56 million initiative to realize productivity oppor-
tunities.

The releases to income in 2015 of USD 36 million in

continuing operations and in 2014 of USD 52 million in con-

tinuing operations and USD 5 million in discontinued opera-

tions for the entire Group were mainly due to settlement of

liabilities at lower amounts than originally anticipated.

Termination costs

2014
USD millions

Third party costs 1
2014

USD millions

Additions to provision
2014

USD millions

72

286

56

90

504

1Third party costs are mainly associated with lease and other obligations due to abandonment of certain facilities.
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23.4) CASH FLOW FROM DISCONTINUED OPERATIONS

 

 

 

 

 

 

 

 

2014
USD millions

Cash flows used in
operating activities - 1

Purchase of property, plant & equipment —223

Proceeds from sales of property,
plant & equipment 4

Purchase of intangible assets — 18

Proceeds from sales of intangible assets 79
Purchase of financial and other
non-current assets, net — 13
Divestments of businesses1 1 060

Cash flows from
investing activities 889
Total net cash flows from
discontinued operations 888

  
1Includes proceeds of USD 10 925 million reduced by USD 2 001 million, for
payments of taxes, transaction-related costs and purchase price adjustments.
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24. Acquisitions of Businesses
ASSETS AND LIABILITIES ARISING FROM ACQUISITIONS

Fair value

Currently marketed products

2014
USD millions

234 

Acquired research & development 248 

Other intangible assets 

Deferred tax assets 1 53 

Inventories 

Trade receivables and other current assets 

Cash and cash equivalents 

Payables and other liabilities including deferred tax liabilities

Net identifiable assets acquired

— 186

355 

Acquired liquidity 

Goodwill 1

Net assets recognized as a result of business combinations

131

 
12014 includes an adjustment regarding a previous acquisition to deferred tax assets of USD 21 million and goodwill of USD 135 million.

Note 2 details significant acquisition of businesses, which in 2015, were the GSK Oncology products, Spinifex and Admune.

The goodwill arising out of these acquisitions is attributable to buyer specificsynergies, assembled workforce and to the account-

ing for deferred tax liabilities on the acquired assets. Goodwill of USD 2.4 billion is tax deductible. In 2014 the significant trans-
actions related to CoStim Pharmaceuticals and WaveTec.
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25 . Post-Employment Benefits for Associates
DEFINED BENEFIT PLANS

In addition to the legally required social security schemes, the

Group has numerous independent pension and other post-em-

ployment benefit plans. In most cases these plans are exter-

nally funded in entities which are legally separate from the

Group. For certain Group companies, 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

independent actuaries. Plan assets are recognized at fairvalue.

The major plans are based in Switzerland, United States, United

Kingdom, Germany and Japan, which represent 95% of the

Group's total DBO for pension plans. Details of the plans in the

two most significant countries of Switzerland and the US are

provided below.

Swiss-based pension plans represent the most significant

portion ofthe Group's total DBO and plan assets. Forthe active

insured members born on or after January 1, 1956, or having

joined the plans after December 31, 2010 the benefits are

partially linked to the contributions paid into the plan. Certain

features of Swiss pension plans required by law preclude the

plans being categorized as defined contribution plans. These

factors include a minimum interest guarantee on retirement

savings accounts, a pre-determined factor for converting 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 con-

tribute a fixed percentage of an associate's pay to an external

pension fund. Additional employer’s contributions may be

required wheneverthe plan's statutory funding ratio falls below

a certain level. The associate also contributes to the plan. The

pension plans are run by separate 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.
In June 2015 the Board of Trustees of the Novartis Swiss

Pension Fund agreed to adjust the annuity conversion rate at

retirement with effect from January 1, 2016. This amendment

does not have an impact on existing members receiving ben-

efits or on plan members, born before January 1, 1956. This

amendment resulted in a net pre-tax curtailment gain of

USD 110 million (CHF 103 million).

The US pension plans represent the second largest com-

ponent of the Group's total DBO and plan assets. The princi-

pal plans (Qualified Plans) are funded whereas plans provid-

ing additional benefits for executives (Restoration Plans) are

unfunded. Employer contributions are required for Qualified

Plans whenever the statutory funding ratio falls below a cer-
tain level. Furthermore, associates in the US are covered under

other post-employment benefit plans and post-retirement

medical plans.

0220



��������������������������������â ¡¢£¢¤¡£¥¦§̈ ©ª§«¦$¦¢ª«̈ ¾¦«ª¦«&̈ ¦¢ª%£§«¡¾¦î§ª!©¦¤ª¢¾ª¥¡¿£«̈ ¿¦ ¡¢£¢¤¡£¥¦¾«£«̈ À ¢̈«¾

üÃ��ì����-��æ���É������������ÈÈ��Ä��ì��Ã��ì��Å�Å���Å���ì��Å�Å�Å�ù��Å�É���ù���É��æ������ì�������������Å���Ã�������:�

�È���ÄÈ����É���ù���������ì�����Ç���������Æ�Ç�ÈÉ���Ê�Ë��������Å����ÌL

� @������������� é�Ã�������:�È���ÄÈ���

� � É���ù�������

� ������ ���Ì�� ������ ���Ì�

� ÎÏÆ�È��������� ÎÏÆ�È��������� ÎÏÆ�È��������� ÎÏÆ�È��������

CÐÞÐïÑ¦ÕúÔ×àÓÑ×ÕÞ¦ÓÑ¦=ÓÞßÓØ(¦�¦ �á¦��ä�¦ �á¦äå��¦ �¦�ãð�¦ �¦åñâ�

����ù���É��æ�������������Å����Å��Ç�������Å������������ �� í�õÌõ�� �� í����

ë������������Ç��Ç���� Ì���� Ì�õ�� Ê��� Ê��

ø��������Ç���� Êèè�� ç�Ì�� Ìç�� Ìè�

@���������Ç��Ç�������Å�������È����� í��Êõ�� ç�� �� í�õè�

�ÅÈ�������������÷������� �Ê�� ���� �� �

��È������È����Áæ����Íý�������������æ�ì��È�ÇÃ��æ������ù���Ç��������È������� í��ç�� ����è�� í�ÊÌ�� �çÌ�

��È������È����Áæ����Íý�������������æ�ì��È�ÇÃ��æ������Å�È�æ���Ã�Ç�����È������� í�Ì��� ��è�� í�Ê��� ����

A÷������Ç��������Å���È������È����������ýÁæ����Í� �ç�� í��Ì�� í������ í����

ë�����ÇÄ��������������/�Ç��� í�Ê�õ�� í�����ç�� í��Ì�� í���

����ù����ÄÈ����� í���Ì�ç�� í����õ��� í����� í�Ìõ�

ë�����É��������ì�����Ç������ ��Ê�� ����� �� �

A/�Ç���ì��Ç;���������Ë�Å�����È�������������ì���� Ê��� ���� Êè�� �

CÐÞÐïÑ¦ÕúÔ×àÓÑ×ÕÞ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ �ð¦áå��¦ �á¦��ä�¦ �¦�ð��¦ �¦�ãð�

 Ó×Ø¦'ÓÔßÐ¦ÕÛ¦ÚÔÓÞ¦ÓÒÒÐÑÒ¦ÓÑ¦=ÓÞßÓØ(¦�¦ �å¦áðá�¦ ��¦áä��¦ �ââ�¦ �åâ�

@�����������������Å����Å��Ç�������Å������������ �� í��Ê��� �� �

ø����������Ç�È�� Ê���� ����� ç�� ���

�����������������������÷Ç��Å��æ������������Ç�È�� í��õç�� ��ÌÌ��� í�ç�� �õ�

ë�����ÇÄ��������������/�Ç��� í���Ê�� í���è�ê�� �� �

���������ö�����Ç�����É������� ÌèÌ�� Ìõ��� �Ê�� �

ë�����É��������ì�����Ç������ ��Ê�� ����� �� �

Ï�����È����� í�Ê�� í�è�� �� �

����ù����ÄÈ����� í���Ì�ç�� í����õ��� í����� í�Ìõ�

A/�Ç���ì��Ç;���������Ë�Å�����È�������������ì���� Ê�� Ì�� �� �

 Ó×Ø¦'ÓÔßÐ¦ÕÛ¦ÚÔÓÞ¦ÓÒÒÐÑÒ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ �â¦ãðñ�¦ �å¦áðá�¦ ����¦ �ââ�

 ßÞÙÐÙ¦ÒÑÓÑßÒ¦ ?¦ð¦äññ�¦ ?¦ð¦�áá�¦ ?¦âñå�¦ ?¦�¦åãá�

¥×Ü×ÑÓÑ×ÕÞ¦ÕÞ¦ØÐÝÕàÞ×Ñ×ÕÞ¦ÕÛ¦ÛßÞÙ¦ÒßØÚÔßÒ¦ÓÑ¦=ÓÞßÓØ(¦�¦ ?¦ãä�¦ ?¦áã�� �� �

ëÃ��æ�������È�������������Ç�æ��������ì�ì��Å���������Á��Ç����÷ÇÃ��æ�������Å�/����Ç��Í� ���� í�è�� �� �

ø����������Ç�È�������È���������ì�ì��Å��������� í�Ì�� í�Ì�� �� �

¥×Ü×ÑÓÑ×ÕÞ¦ÕÞ¦ØÐÝÕàÞ×Ñ×ÕÞ¦ÕÛ¦ÛßÞÙ¦ÒßØÚÔßÒ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ ?¦ãå�¦ ?¦ãä�� �� �

¢ÐÑ¦Ô×Óú×Ô×Ñ(¦×Þ¦ÑÖÐ¦úÓÔÓÞÝÐ¦ÒÖÐÐÑ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ ?¦ð¦â�ñ�¦ ?¦ð¦äå��¦ ?¦âñå�¦ ?¦�¦åãá�

0221

FINANCIAL REPORT | NOTEs To THE NOVARTIs GROUP CONSOLIDATED FINANCIAL STATEMENTS Novartis Annual Report 2015 | 219

The following tables are a summary of the funded and unfunded defined benefit obligation for pension and other post-

employment benefit plans of associates at December 31,2015 and 2014:

Pension plans Other post-employment
benefit plans

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2014 2014
USD millions USD millions

Benefit obligation at January 1 1 069
Benefit obligations related to discontinued operations — 21
Current service cost 418 35

Interest cost m 49
Past service costs and settlements I — 89
Administrative expenses
Remeasurement (gains)/Iosses arising from changes in financial assumptions 164
Remeasurement (gains)/Iosses arising from changes in demographic assumptions 229 121

Experience related remeasurement losses/(gains) —22
Currency translation effects — 5
Benefit payments —48
Contributions of associates
Effect of acquisitions, divestments or transfers
Benefit obligation at December 31 m 1 253
Fair value of plan assets at January 1 m 209
Plan assets related to discontinued operations
Interest income m 10
Return on plan assets excluding interest income 28
Currency translation effects
Novartis Group contributions m
Contributions of associates 210

Settlements m
Benefit payments —48
Effect of acquisitions, divestments or transfers .
Fair value of plan assets at December 31 m 199
Funded status m - 1 054
Limitation on recognition of fund surplus at January 1 m
Change in limitation on recognition of fund surplus (incl. exchange rate differences) I
Interest income on limitation of fund surplus 1
Limitation on recognition of fund surplus at December 31 m
Net liability in the balance sheet at December 31 m - 1 054
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üÃ����Ç��Ç����������ì��Ã���������É����Ä�ì��È�K�����Ä������Æ�Ç�ÈÉ���Ê��������ì����-�L

� @������������� é�Ã�������:�È���ÄÈ���

� � É���ù�������

� ������ ���Ì�� ������ ���Ì�

� ÎÏÆ�È��������� ÎÏÆ�È��������� ÎÏÆ�È��������� ÎÏÆ�È��������

¢ÐÑ¦Ô×Óú×Ô×Ñ(¦ÓÑ¦=ÓÞßÓØ(¦�¦ ?¦ð¦äå��¦ ?¦ð¦ðñã�¦ ?¦�¦åãá�¦ ?¦äñå�

E���L��������É����Ä�������Å����Å��Ç�������Å������������ �� Ê�õ�� �� ���

ë������������Ç��Ç���� í�Ì���� í�Ì�õ�� í�Ê��� í�Ê��

��������������÷������ í���Ê�� í���õ�� í�Ì��� í�Êè�

�ÅÈ�������������÷������� í��Ê�� í����� �� �

@���������Ç��Ç�������Å�������È����� �Ê��� í����� �� õè�

��È������È����� í��õ��� í�è���� �çõ�� í��Ê��

ë�����ÇÄ��������������/�Ç��� �Ê��� �Êè�� �Ì�� ��

���������ö�����Ç�����É������� ÌèÌ�� Ìõ��� �Ê�� �

A/�Ç���ì��Ç;���������Ë�Å�����È�������������ì���� í��õ�� í�ç�� í�Êè�� �

ëÃ��æ�������È�������������Ç�æ��������ì�ì��Å��������� ���� í�è�� �� �

¢ÐÑ¦Ô×Óú×Ô×Ñ(¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ ?¦ð¦â�ñ�¦ ?¦ð¦äå��¦ ?¦âñå�¦ ?¦�¦åãá�

� �� �� �� �

£ÜÕßÞÑÒ¦ØÐÝÕàÞ×çÐÙ¦×Þ¦ÑÖÐ¦ÝÕÞÒÕÔ×ÙÓÑÐÙ¦úÓÔÓÞÝÐ¦ÒÖÐÐÑ� ¦� �� ��

@�����Å�É���ù��Ç���� Êç�� Êê�� �� �

�ÇÇ���Å�É���ù�����É����Ä� í�Ê�è���� í�Ê�õÊè�� í�èç��� í�����Ì�

üÃ��ì����-��æ���É����Ã�-����É���óÅ�-���ì��Ã��Æ�é�ì�����������������ÉÄ�æ��æ���ÃÄ���Å��Ä����ì�È�ÈÉ�����Å��Ã��É���óÅ�-��

�ì�������������������Ã��æ��æ���Ã�Ç�����Ç����������-Ã�ÇÃ��Ã�Ä�����Ã��ÅL

� ����� ���Ì

� ÎÏÆ�È�������� ÎÏÆ�È�������

� �� �� ������ì�� �� �� �� ������ì�� �

� Ï-��.�����Å�� ÎÏ�� �Ã��j���Å�� ü������Ï-��.�����Å�� ÎÏ�� �Ã��j���Å�� ü�����

CÐÞÐïÑ¦ÕúÔ×àÓÑ×ÕÞ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ �ã¦áãð�¦ ð¦�äð¦¦ á¦�ññ¦¦ �ð¦áå��¦ �ã¦ã�ä�¦ á¦åâ��¦ á¦ãåä�¦ �á¦��ä�

°���	����������� �� ��7�� 277�� ������� �� ����� 2�2�� ����2�

¿»��»4��	��o�o���� �� �� �� �� �� �� �� �

***�Ç����� ç��èç�� èè��� ��Êè��� õ��êõ�� ç��çõ�� ���õ��� ������� õ�è���

***Æ�ì����Å������������ �� è�è�� ��Ìõè�� ��Êèõ�� �� èÌê�� ��Ìèè�� ��ÌÌç�

***@���������� è���ê�� ��õõÌ�� ���õ��� ���Ì�ç�� è�Ê���� ��èçÊ�� ����ê�� ���êõ��

 Ó×Ø¦'ÓÔßÐ¦ÕÛ¦ÚÔÓÞ¦ÓÒÒÐÑÒ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ �á¦ðá��¦ �¦ðãä�¦ �¦äð��¦ �â¦ãðñ�¦ �á¦äñâ�¦ �¦ã���¦ ð¦åáá�¦ �å¦áðá�

 ßÞÙÐÙ¦¾ÑÓÑßÒ¦ ?¦�¦�åñ�¦ ?¦�¦á�ã�¦ ?¦�¦ððã�¦ ?¦ð¦äññ�¦ ?¦�åâ�¦ ?¦�¦ã���¦ ?¦�¦áñá�¦ ?¦ð¦�áá�

üÃ��ì����-��æ���É����Ã�-���Ã������Ç�����-��æÃ��Å������æ���Ç������������È����������Å�ì���Ç��Ç������æ�Å�ù��Å�É���ù����������Å�

��Ã�������:��È���ÄÈ����É���ù����ì�����Ç�����L

� @������������� é�Ã�������:�È���ÄÈ���

� � É���ù�������

� ������ ���Ì�� ������ ���Ì�

� ]�� ]�� ]�� ]�

FÐ×àÖÑÐÙ¦Ó'ÐØÓàÐ¦ÓÒÒßÜÚÑ×ÕÞÒ¦ßÒÐÙ¦ÑÕ¦ÙÐÑÐØÜ×ÞÐ¦úÐÞÐïÑ¦ÕúÔ×àÓÑ×ÕÞÒ¦ÓÑ¦¿ÐÝÐÜúÐØ¦ð�¦ �� �¦ �� �

Æ��Ç���������� ��õ]�� ��õ]�� Ì�Ì]�� Ê�õ]�

A÷��Ç��Å�������ì�����������Ç������ ��Ì]�� ��Ì]�� �� �

A÷��Ç��Å�������ì������Ä���Ç������ ��è]�� Ê��]�� �� �

ø����������������æ���ÇÇ����� ��õ]�� ��è]�� �� �

ë������������æ����ì���÷��Ç���ÇÄ�ì�����ç�:Ä���:��Å�È���ýì�È���� ��ý�Ì�Ä��������ý�Ì�Ä��������ý�Ê�Ä��������ý�Ì�Ä�����

0222



��������������������������������� ¡¢£¢¤¡£¥¦§̈ ©ª§«¦$¦¢ª«̈ ¾¦«ª¦«&̈ ¦¢ª%£§«¡¾¦î§ª!©¦¤ª¢¾ª¥¡¿£«̈ ¿¦ ¡¢£¢¤¡£¥¦¾«£«̈ À ¢̈«¾

ëÃ��æ�������Ã���É���:È�������Å��Ç������������È�������Ç���

������������æ��ùÇ�������������Ä�����Ã���ÇÇ������æ�ì����Ã��ö����\��

������������������Ã��Ç������Å���Å�ù���Ç���������È������üÃ���

Ç���������������É���������ÇÃ��æ�������Ã��ö����\����Ã���

�Ç�È���Ã���������Ç�È�Ë����æ:���È����É����������Å�������Å�

����������������

üÃ��Æ�é������æ��ùÇ����Ä��È��Ç��Å�ÉÄ�����È���������æ��Å:

��æ��Ã��������Ã���������Å����Å��Ç������Ã���Ç��������Ä�Å����È���Å�

����:�È���ÄÈ����É���ù�����É����Ä��üÃ�����������É���Å����Ä���Å��

�ì�Ã�æÃ�;�����Ä��Ç���������É��Å������Ã��Ç�����Ä��ì��Ã��������

Æ�Ç������æ�Ç���������É��Å�Ä���Å��Å�Ç�������Ã��Å��Ç���������Ë�

����Ã����Ã��Æ�é���Ç���������Å��Ã��ì��Å�Å��������Å�Ç�������

ø��Ï-��.�����Å������Ç����������Ã��Æ�é�Å��������-���Å��:

Ç�����������������æÃ��Ä��/����ÉÄ���-���ì������É���ù����÷��Ç��Å�

���É�����Å�����Ã������Ç����\�������æ���ÇÇ�����-Ã�����Ã��

����È�������������������ÇÇ���Å�ÇÃ��æ�����������-��Ã��Ã��

�Å��Ç����������

üÃ���È��Ç���ì�Å�Ç������æ�������������������������\���������

���È����Å�fÇ����������Å�Ç�������æ��ùÇ����������ì��Ã��������������

����������Å����É��Å������Å��������������Ä������-Ã������������

������Å�Ç��������Å�È�Ä��Ã���ì������������Ä�Ç�È��������ì����Ã��

Å�Ç����������Ã��ì��Å�Å���������Â���Ã��È���Ë����������������

�������Ç��Å����æ��ùÇ����Ã��Å��æ���ì��;���Ä�������È������ÏÃ����

���Ç������Å���������-Ã������������������Å�Ç��������Å��Ã���ì����

�ì����Ç�������Ç���Ã����æ�������È��Ç���ì��Ã�������æ�Å�ù��Å�É��:

�ù���É��æ����������Ã��ì��Å�Å�����������Ã��æÃ�Ç������������ì�

���������������-��Ã��;����������������������æ����-��Ã�É��Å�Ë�����:

Ç����Ä�����Ã���Ã�������È�

üÃ���÷��Ç��Å������ì�������������Ç���������æ��ùÇ����Ä�

�/�Ç����Ã��Æ�é��ì�È�������������Ï-��.�����ÅË�ö��È��Ä���Å�

�Ã��Î����Å�v��æÅ�È��Ï�ÇÃ�����������Ç������������Å�Ç������

�Ã��ì��Å�Å�����������Ã��æÃ��Ã���������������æ�Ç�����������

É��-�����Ã���������ì��Ã����������������Å��������ý��,������

��Ç�������

����È���������æ��Å��æ���ì���÷��Ç���ÇÄ���æ��ùÇ����Ä��È��Ç��

�Ã��Æ�é�������Ç������������æ����Ä���Ç��������Ã��Æ�é��üÃ�������

����/������æ��È��Ç��ì��È��Ã�����������������������æ����Ä�É��Å��

����-��������Ã��Å�ÉÄ��Ã����������ì��Å���ö������������È�����:

��Ä���É�����������Å�-Ã�����Ã���Å�������������É���

üÃ��ì����-��æ���É����Ã�-���Ã������������Ä��ì��Ã��Å�ù��Å�

�É���ù�����������É��æ����������Ã������Ç������Ç�������������È�������

ì����Ã��È�+������������Ï-��.�����ÅË�Î����Å�Ï�����Ë�Î����Å�

�v��æÅ�ÈË�ö��È��Ä���Å�K������������ææ��æ���Å�É����L

� ëÃ��æ����������Ä������Å�

� Å�ù��Å�É���ù�����������É��æ������

� ÎÏÆ�È��������

���É�������������Ç���������Å��Ç���������� í�êÊç�

���É�����������Å�Ç���������Å��Ç���������� êõ��

��Ä������Ç�����������ì���÷��Ç���ÇÄ� êèê�

���É�������������Ç���������������ì�����������Ç������ Ìè��

���É�����������Å�Ç���������������ì�����������Ç������ í�����

���É�������������Ç�������ì������������������æ���ÇÇ����� ç��

���É�����������Å�Ç�������ì������������������æ���ÇÇ����� í�ç��

���É�������������Ç���������������ì������Ä���Ç������ çè�

���É�����������Å�Ç���������������ì������Ä���Ç������ í�ê��

üÃ��Ã����ÃÇ����Ç��������Å����������È�������ì�����Ã�������:�

�È���ÄÈ����É���ù����������ì����-�L

i����ÃÇ����Ç��������Å����������È����������Å� ������ ���Ì�

i����ÃÇ����Ç��������Å����������È�Å�� �� �

ì�����÷��Ä���� ê��]�� ê��]�

��������-Ã�ÇÃ��Ã��Ç��������Å���������� �� �

����È�Å����Å�Ç����� ���]�� ���]�

Ö�����Ã����Ã����������ÇÃ����Ã��� �� �

����È��������Å������ ������ �����

üÃ��ì����-��æ���É����Ã�-���Ã��-��æÃ��Å������æ�����������������Ç�������ì�ì��Å�Å�Å�ù��Å�É���ù�������������������Æ�Ç�ÈÉ���Ê�Ë�

�������Å*���ÌL

� @������������

� E��æ:���È��� ������ ���Ì�

� ���æ���]�� ]�� ]�

A;���Ä���Ç�������� ��íÌ��� ÊÌ�� Ê��

Æ�É����Ç�������� ��íç��� Ê��� ÊÌ�

������������ �í���� �Ì�� �Ê�

������������������È����� �í���� �Ì�� ���

ë��Ã���Å���Ã���������È����� �í���� Ê�� õ�

«ÕÑÓÔ¦ �¦ �åå�¦ �åå�

0223

FINANCIAL REPORT | NOTES TO THE NOVARTIS GROUP CONSOLIDATED FINANCIAL STATEMENTS

Changes in the above-mentioned actuarial assumptions can

result in significant volatility in the accounting for the Group's

pension plans in the consolidated financial statements. This

can result in substantial changes in the Group's other

comprehensive income, long-term liabilities and prepaid

pension assets.

The DBO is significantly impacted by assumptions regard-

ing the rate that is used to discount the actuarially determined

post-employment benefit liability. This rate is based on yields

of high quality corporate bonds in the country of the plan.

Decreasing corporate bond yields decrease the discount rate,
so that the DBO increases and the funded status decreases.

In Switzerland an increase in the DBO due to lower dis-

count rates is slightly offset by lower future benefits expected

to be paid on the associate’s savings account where the

assumption on interest accrued changes in line with the
discount rate.

The impact of decreasing interest rates on a plan's assets

is more difficult to predict. A significant part of the plan assets

is invested in bonds. Bond values usually rise when interest

rates decrease and may therefore partially compensate for the

decrease in the funded status. Furthermore, pension assets

also include significant holdings of equity instruments. Share

prices tend to rise when interest rates decrease and therefore

often counteract the negative impact of the rising defined ben-

efit obligation on the funded status although correlation of

interest rates with equities is not as strong as with bonds, espe-

cially in the short term.

The expected rate for pension increases significantly

affects the DBO of most plans in Switzerland, Germany and

the United Kingdom. Such pension increases also decrease

the funded status although there is no strong correlation

between the value of the plan assets and pension/inflation
increases.
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Assumptions regarding life expectancy significantly impact

the BBC. An increase in longevity increases the DBO. There is

no offsetting impact from the plan assets as no longevity bonds

or swaps are held by the pension funds. Generational mortal-

ity tables are used where this data is available.

The following table shows the sensitivity of the defined

benefit pension obligation totheprincipalactuarialassumptions

for the major plans in Switzerland, United States, United

Kingdom, Germany and Japan on an aggregated basis:

 
The healthcare cost trend rate assumptions for other post-

employment benefits are as follows:

  
Healthcare cost trend rate assumptions used
Healthcare cost trend rate assumed
for next year 

Rate to which the cost trend rate is
assumed to decline 

Year that the rate reaches the
ultimate trend rate 

The following table shows the weighted average plan asset allocation of funded defined benefit pension plans at December 31,
2015 and 2014:  

Pension plans
2014

 

Eq uity securities 

Debt secu rities 

Real estate 

Alternative investments 

Cash and other investments 

Total 100
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the Annual Incentive is awarded partly or entirely in
shares. The elected number of shares was delivered in

2015 and is subject to a holding period of five years. At

the end of the 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 the US both the

LSSP award and the corresponding match are cash
settled.

— In Switzerland, the Employee Share Ownership Plan

(ESOP) was available to 12 796 associates in 2014. ESOP

participants may choose to receive their Annual Incen-

tive (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 for Novartis shares invested under

the ESOP, each participant will receive one matching

share for every two Novartis shares invested. A total of
5 945 associates chose to receive shares under the

ESOP for their performance in 2014 and the invested
shares were delivered in 2015.

— In the United Kingdom, 1 618 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 2015, 1 433 participants elected

to participate in this plan.

Followingthe introduction of the new compensation programs
in 2014, the CEO and the other Executive Committee mem-

bers are no longer eligible to participate in the share savings

plans.

Associates may only participate in one of these plans in

any given year.

During 2015, a total of 4.1 million shares (2014: 4.8 million

shares) were delivered to associates in lieu of their annual

incentive (in the UK, also their salary).

NOVARTIS EQUITY PLAN “SELECT”

The Equity Plan "Select" is a global equity incentive plan under

which eligible associates, including Executive Committee mem-

bers up to performance year 2013, may annually be awarded

a grant subject to a three year vesting period. For certain asso-

ciates the grant is subject to the achievement of predetermined

business and individual performance objectives typically set

at the start of the calendar year prior to the date of grant. For

these associates the Select award is capped at 200% of tar-
get. No awards are granted for performance ratings below a
certain threshold.

The Equity Plan "Select" currently allows its participants

in Switzerland to choose the form of their equity compensa-

tion in restricted shares or restricted share units (RSUs). In all

other jurisdictions, RSUs are typically granted. Until 2013, par-

ticipants could also choose to receive part or the entire grant

in the form of tradable share options.
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Tradable share options expire on their 10th anniversary

from the grant date. Each tradable share option entitles the

holder to purchase after vesting (and before the 10th anniver-

sary from the grant date) one Novartis share at a stated exer-

cise price that equals the closing market price of the underly-

ing share at the grant date.

The terms and conditions of the Novartis Equity Plan

"Select" outside North America are substantially equivalent

to the Novartis Equity Plan "Select" for North America.

NOVARTIS EQUITY PLAN “SELECT” OUTSIDE NORTH
AMERICA

Participants in this plan were granted in 2015 a total of 1.7

million restricted shares and RSUs at CHF 84.75 (2014: 2.1

million restricted shares and RSUs at CHF 73.75).

The following table shows the activity associated with the

share options during the period. The weighted average prices
in the table below are translated from Swiss Francs into USD

at historical rates.

2014

Weighted
average

Options exercise
(millions) price (USD)

Options outstanding

 

at January 1 26.4 57.3
Sold or exercised — 9.8 54.0

Forfeited or expired — 0.5 62.2

Outstanding at December 31 16.1 59.2
Exercisable at December 31 7.0 55.0

 
All share options were granted at an exercise price which was

equal to the closing market price of the Group's shares at the

grant date. The weighted average exercise price during the

period the options were sold or exercised in 2015 was

USD 56.74. The weighted average share price at the dates of
sale was USD 97.89.

The following table summarizes information about share

options outstanding at December 31,2015:

 
NOVARTIS EQUITY PLAN “SELECT” FOR NORTH AMERICA

Participants in this plan were granted a total of 3.9 million

RSUs at USD 98.75 (2014: 5.1 million RSUs at USD 80.79).
The following table shows the activity associated with the

American Depositary Receipts (ADR) options duringthe period:
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LONG-TERM RELATIVE PERFORMANCE PLAN (LTRPP)

The Long-Term Relative Performance Plan, was introduced in

2014, and is an equity plan for the CEO and other key execu-

tives. The target incentive is 100% of base compensation for

the CEO and ranges from 30% to 90% for other key execu-

tives. It is capped at 200% of target. LTRPP is based on the

achievement of long-term Group Total Shareholder Return

(TSR) versus our peer group of 12 companies in the health-

care industry over rollingthree-year performance periods. TSR

is calculated in USD as share price growth plus dividends over

the three-year performance period. The calculation will be

based on Bloomberg standard published TSR data, which is
publicly available. The position in the peer group determines

the payout range.
The fair value of the LTRPP award was determined to be

CHF 48.58 and USD 56.60 as of the grant date. In 2015, a total

of 0.1 million LTRPP PSUs (2014: 0.1 million LTRPP PSUs)

based on achieving 100% of target were granted to 12 exec-
utives.

OTHER SHARE AWARDS

Selected associates, excludingthe Executive Committee mem-

bers, may exceptionally receive Special Share Awards of

restricted shares or RSUs. These Special Share Awards pro-

vide an opportunity to reward outstanding achievements or

exceptional performance and aim at retaining key contribu-

tors. They are based on a formal internal selection process, in

which the individual performance of each candidate is thor-

oughly assessed at several management levels. Special Share

Awards generally have a five-year vesting period. In exceptional

circumstances, Special Share Awards may 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 talents
around the world.

Worldwide 848 associates at different levels in the organi-
zation were awarded 0.8 million restricted shares and RSUs

in 2015 (2014: 0.8 million restricted shares and RSUs).
In addition, in 2015, Board members received 32087

unrestricted shares as part of their regular compensation.

SUMMARY OF NON-VESTED SHARE MOVEMENTS

The table below provides a summary of non-vested share

movements (restricted shares, RSUs and PSUs) for all plans:
2014

Number
of shares Fair value in

in millions USD millions

Non-vested shares
at January 1 23.1 1 370.6
Granted 14.5 1 153.4

Vested — 1 1.5 — 709.2

Forfeited — 1.9 — 112.3

Non-vested shares
at December 31 24.2 1 702.5
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ALCON, INC., EQUITY PLANS GRANTED TO ASSOCIATES
PRIOR TO THE MERGER

At the completion of the merger of Alcon, lnc., into Novartis on

April 8, 2011, all awards outstanding under the Alcon equity

plans were converted into awards based upon Novartis shares

with a conversion factor of 3.0727 as defined in the Merger

Agreement. There were no grants in 2015 and 2014, although

certain of the unvested awards under the Alcon equity plans

continued to have expense in 2014.

SHARE OPTIONS AND SHARE-SETTLED APPRECIATION
RIGHTS

Share options entitle the recipient to purchase Novartis shares
at the closing market price of the former Alcon, lnc., share on

the day of grant divided by the conversion factor.

Share-settled appreciation rights (SSAR) entitle the par-

ticipant to receive, in the form of Novartis shares, the differ-
ence between the values of the former Alcon, |nc., share at the

date of grant, converted into Novartis shares using the con-

version factor, and the Novartis share price at the date of exer-
cise.

The following table shows the activity associated with the

converted Novartis share options and SSARs during 2015 and
2014:

Weighted Weighted
Number average Number of average

of options exercise SSARs exercise
(millions) price (USD) (millions) price (USD)

Outstanding at 

 
January 1, 2014 1.2 27.7 3.1 36.3
Exercised — 0.5 24.4 — 0.7 38.7

Outstanding at
December 31, 2014 0.7 30.1 2.4 35.6
Exercisable at
December 31, 2014 0.7 30.1 2.4 35.6
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TRANSACTIONS WITH FORMER MEMBERS OF THE BOARD
OF DIRECTORS

During 2015 and 2014, no payments (or waivers of claims)

were made to former Board members or to "persons closely"

linked to them, except for the following amounts:

Prof. Dr. William R. Brody and Prof. Dr. Rolf M. Zinkerna-

gel, who stepped down from the Board of Directors at the 2014

AGM, received delegated Board membership fees for their

work on the Boards of the Novartis Institute for Tropical Dis-

eases (Prof. Dr. Zinkernagel) and the Genomics Institute of the

Novartis Research Foundation (Prof. Dr. Brody and Prof. Dr.

Zinkernagel). During 2015, an amount of CHF 100 000 and

CHF 200 000 was paid to Prof. Dr. Brody and Prof. Dr. Zinker-

nagel, respectively, for their work on these Boards. Their man-
date on the Board of the Genomics Institute of the Novartis

Research Foundation ended as of November 19, 2015.

Dr. Alex Krauer, Honorary Chairman, is entitled to an

amount of CHF 60 000 for annual periods from one AGM to

the next. This amount was fixed in 1998 upon his departure
from the Board in 1999, and has not been revised since that

date. An amount of CHF 60 000 was paid to Dr. Krauer during

2015. Due to a change in the timing of payments, an amount

of CHF 45 000 was paid to Dr. Krauer, during 2014.

In 2015, Dr. Daniel Vasella, Honorary Chairman, received

the contractual minimum compensation of USD 250 000

(2014: USD 363 552) under an agreement which became effec-
tive on November 1, 2013 and will last until the end of 2016.
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Under this agreement, Dr. Vasella is compensated at a rate of

USD 25 000 per day,with an annual guaranteed minimum fee

of USD 250 000. This amount is in line with compensation

practices at other large companies when retired Chairmen or

CEOs were retained in consulting agreements after leaving the
board of directors.

In 2014, Dr. Vasella acquired an asset from a consolidated

entity at fair value and exercised an option to acquire, at a

future date, real estate in Risch, Zug, Switzerland. The real

estate transaction closed in 2015 and Dr. Vasella acquired the

Group assets from a consolidated entity for an arm's length

transaction price determined on the basis of two independent
external assessments.

TRANSACTIONS WITH A FUTURE EXECUTIVE OFFICER

As announced on September 24, 2015, Dr. James E. Bradner
will succeed Dr. Mark Fishman as President of the Novartis

Institutes for BioMedical Research (NIBR) and member of the

ECN with effect from March 1, 2016. In 2015, a subsidiary

acquired Dr. Bradner's 10 million shares (7% interest) in a

non-material entity for USD 10 million. The arm's length trans-

action price was determined based on the most recent round

of financing of this entity.

The above disclosures related to Dr. Vasella and Dr. Bradner

are made on a voluntary basis.
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28. Commitments and Contingencies
LEASING COMMITMENTS

The Group has entered into various fixed term operational

leases, mainly for cars and real estate. As of December 31,

2015 the Group's commitments with respect to these leases,

including estimated payment dates, were as follows:

 
RESEARCH & DEVELOPMENT COMMITMENTS

The Group has entered into long-term research agreements

with various institutions which provide for potential milestone

payments and other payments by Novartis that may be capi-

talized. As of December 31, 2015 the Group's commitments

to make payments under those agreements, and their estimated

timing, were as follows:

 

OTHER COMMITMENTS

The Novartis Group entered into various purchase commit-

ments 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 various sites identified by the Group as at risk for environ-

mental remediation 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 percentage of material attributable

to the Group at the remediation sites relative to that attribut-

able to other parties, and the financial capabilities of the other

potentially responsible parties.

A number of Group companies are currently involved in

administrative proceedings, litigations and investigations aris-

ing out of the normal conduct of their business. These litiga-

tions include product liabilities, governmental investigations

and other legal matters. While provisions have been made for

probable losses, which management deems to be reasonable

or appropriate, there are uncertainties connected with these
estimates.

Note 20 contains a more extensive discussion of these

matters.

A number of Group companies are involved in legal pro-

ceedings concerning intellectual property rights. The inher-

ent unpredictability of such proceedings means that there can

be no assurances as to their ultimate outcome. A negative

result in any such proceeding could potentially adversely affect

the ability of certain Novartis companies to sell their products

or require the payment of substantial damages or royalties.

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.
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Valued at
Level 1 Level 2 Level 3 amortized cost Total

2015 USD millions USD millions USD millions USD millions USD millions

Financial assets

Debt securities 316 23 339

Equity securities 6 6
Fund investments 29 4 33

Total available-for-sale marketable securities 351 23 4 378

Time deposits with original maturity more than 90 days 164 164
Derivative financial instruments 143 143

Accrued interest on debt securities 2 2

Total marketable securities, time deposits and derivative financial instruments 351 166 4 166 687
Available-for—sale financial investments 700 473 1173

Fund investments 90 90

Contingent consideration receivables 550 550

Long-term loans and receivables from customers
and finance lease, advances, security deposits 653 653

Financial investments and long-term loans 700 1 113 653 2466

Associated companies at fair value through profit and loss 181 181

Financial liabilities

Contingent consideration payables — 790 — 790
Other financial liabilities —315 —315

Derivative financial instruments — 3O — 30

Total financial liabilities at fair value - 30 - 1105 - 1135

Valued at
Level 1 Level 2 Level 3 amortized cost Total

2014 USD millions USD millions USD millions USD millions USD millions

Financial assets

Debt securities 301 26 327

Equity securities 15 15
Fund investments 29 6 35

Total available-for-sale marketable securities 345 26 6 377

Time deposits with original maturity more than 90 days 6 6
Derivative financial instruments 356 356

Accrued interest on debt securities 3 3

Total marketable securities, time deposits and derivative financial instruments 345 382 6 9 742
Available-for-sale financial investments 605 332 937

Fund investments 71 71

Long-term loans and receivables from customers
and finance lease, advances, security deposits 712 712

Financial investments and long-term loans 605 403 712 1 720

Associated companies at fair value through profit and loss 66 168 234

Financial liabilities

Contingent consideration payables — 756 — 756
Derivative financial instruments — 52 — 52

Total financial liabilities at fair value - 52 - 756 - 808

The analysis above includes all financial instruments including those measured at amortized cost or at cost.
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discount rate, timing and different scenarios of triggering

events. The inputs are interrelated. If the most significant

parameters for the Level 3 input were to change by 10% pos-

itively or negatively, or where the probability of success (POS)

is the most significant input parameter 10% were added or

deducted from the applied POS for contingent consideration

payables and other financial liabilities and contingent consid-
eration receivables and other current financial assets, this

would change the amounts recorded in the consolidated

income statement by USD 201 million and USD 196 million,

respectively.

NATURE AND EXTENT OF RISKS ARISING FROM
FINANCIAL INSTRUMENTS

MARKET RISK

Novartis is exposed to market risk, primarily related to foreign

currency exchange rates, interest rates and the market value

of the investments of liquid funds. The Group actively moni-

tors and seeks to reduce, where it deems it appropriate to do

so, fluctuations in these exposures. It is the Group's policy and

practice to enter into a variety of derivative financial instru-

ments to manage the volatility of these exposures and to

enhance the yield on the investment of liquid funds. It does

not enter any financial transactions containing a risk that can-

not be quantified at the time the transaction is concluded. In
addition, it does not sell short assets it does not have, or does

not know it will have, in the future. The Group only sells exist-

ing assets or enters into transactions and future transactions

(in the case of anticipatory hedges) that it confidently expects

it will have in the future, based on past experience. In the case

of liquid funds, the Group writes call options on assets it has

or it writes put options on positions it wants to acquire and

has the liquidity to acquire. The Group expects that any loss

in value for these instruments generally would be offset by

increases in the value of the underlying transactions.

FOREIGN CURRENCY EXCHANGE RATE RISK

The Group uses the USD as its reporting currency. As a result,

the Group is exposed to foreign currency exchange move-
ments, primarily in European, Japanese and emerging market

currencies. Fluctuations in the exchange rates between the US

dollar and other currencies can have a significant effect on

both the Group's results of operations, including reported sales

and earnings, as well as on the reported value of our assets,

liabilities and cash flows. This in turn may significantly affect

the comparability of period-to-period results of operations.

Because our expenditures in Swiss francs are significantly

higher than our revenues in Swiss francs, volatility in the value

of the Swiss franc can have a significant impact on the reported

value of our earnings, assets and liabilities, and the timing and

extent of such volatility can be difficult to predict. In addition,

there is a risk that certain countries could take other steps

which could significantly impact the value of their currencies.

The Group is exposed to a potential adverse devaluation

risk on its intercompany funding and total investment in cer-

tain subsidiaries operating in countries with exchange controls.
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The most significant country in this respect is Venezuela, where

the Group has an equivalent of approximately USD 0.2 billion

of cash in local currency, which is only slowly being approved

for remittance outside of the country. As a result, the Group is

exposed to a potential devaluation loss in the income state-

ment on its total intercompany balances with its subsidiaries
in Venezuela, which at December 31, 2015 amounted to
USD 0.3 billion.

In 2014 and through October 2015, the exchange rate used

by the Group for consolidation of the financial statements of

its Venezuela subsidiaries was the official exchange rate for

the Venezuela bolivar (VEF) of VEF 6.3/USD, which is available
for imports of specific goods and services of national priority,

including medicines and medical supplies, as published bythe

Centro Nacional de Comercio Exterior (CENCOEX, formerly

CADIVI).

In November 2015, a Venezuela subsidiary of the Group

agreed with CENCOEX to settle a substantial part of our inter-

company trade payables dated on or before December 31,

2014 in a transaction that required the Venezuela subsidiary

to purchase a USD denominated bond at par value issued by

Petréleos de Venezuela (PDVSA), with a coupon rate of 6% per

annum maturing in 2024. In Venezuela there are differing offi-

cial exchange rates against the USD and for the settlement of

these intercompany trade payables, through the purchase of

the USD bond, CENCOEX set the exchange rate at VEF 11.0/

USD. As a result, from November 2015 the Group changed its

exchange rate used for consolidation of the financial state-
ments of its Venezuela subsidiaries. The use of the new

exchange rate by the Venezuela subsidiaries resulted in a
USD 211 million loss from the re-measurement of the intra-

Group and third party liabilities.

Novartis seeks to manage currency exposure by engaging

in hedging transactions where management deems appropri-

ate. Novartis may enter into various contracts that reflect the

changes in the value of foreign currency exchange rates to pre-

serve the value of assets, commitments and anticipated trans-

actions. Novartis also uses forward contracts and foreign cur-

rency option contracts to hedge.

Net investments in subsidiaries in foreign countries are

long-term investments. Their fair value changes through move-

ments of foreign currency exchange rates. The Group only

hedges the net investments in foreign subsidiaries in excep-
tional cases.

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 gener-

ally by not more than 10% of the margin and thus below the

Group's risk management tolerance levels. Accordingly, the

Group does not enter into significant commodity futures, for-

ward and option contracts to manage fluctuations in prices of

anticipated purchases.
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The following table sets forth how management monitors net debt or liquidity based on details of the remaining contractual

maturities of current financial assets and liabilities excluding trade receivables and payables and contingent considerations at
December 31,2015 and 2014:

Due later than Due later than Due later than

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

one month three months one year
Due within but less than but less than but less than Due after
one month three months one year five years five years Total

December 31, 2015 USD millions USD millions USD millions USD millions USD millions USD millions

Current assets

Marketable securities and time deposits 22 11 200 247 62 542
Commodities 86 86

Derivative financial instruments and accrued interest 40 67 38 145

Cash and cash equivalents 4 674 4 674
Total current financial assets 4736 78 238 247 148 5 447

Non-current liabilities

Financial debt —4 664 — 11 663 — 16 327

Financial debt — undiscounted — 4 676 — 1 1 797 — 1 6 473

Total non-current financial debt -4 664 - 11 663 - 16 327

Current liabilities

Financial debt —3258 —289 —2 027 —5 574

Financial debt — undiscounted — 3 258 — 289 — 2 028 — 5 575

Derivative financial instruments —8 —20 —2 —30

Total current financial debt - 3 266 - 309 - 2 029 - 5 604

Net debt 1470 -231 -1 791 -4417 -11 515 -16 484

Due later than Due later than Due later than
one month three months one year

Due within but less than but less than but less than Due after
one month three months one year five years five years Total

December 31, 2014 USD millions USD millions USD millions USD millions USD millions USD millions
Current assets

Marketable securities and time deposits 21 68 37 181 76 383
Commodities 97 97

Derivative financial instruments and accrued interest 161 126 72 359

Cash and cash equivalents 9 623 3 400 13 023
Total current financial assets 9 902 3 594 109 181 76 13 862

Non-current liabilities

Financial debt —5423 —8376 — 13 799

Financial debt — undiscounted — 5 434 — 8 470 — 13 904

Total non-current financial debt - 5 423 - 8 376 - 13 799

Current liabilities

Financial debt —2 678 —335 —3 547 —6 560

Financial debt — undiscounted — 2 678 — 335 — 3 549 — 6 562

Derivative financial instruments — 18 —32 —2 —52

Total current financial debt - 2 696 - 367 - 3 549 - 6 612

Net debt 7 206 3 227 - 3 440 - 5 242 - 8 300 - 6 549

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.
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and forward foreign currency rate movements over a sixty-day

period for the calculation of VAR amounts.

The estimated potential ten-day loss in pre-tax income

from the Group's foreign currency instruments, the estimated

potential ten-day loss of its equity holdings, and the estimated

potential ten-day loss in fair value of its interest rate sensitive

instruments (primarily financial debt and investments of liquid

funds under normal market conditions) as calculated in the

VAR model are the following:

 

 

 

 

2014
USD millions

All financial instruments 272

Analyzed by components:

Instruments sensitive to foreign
currency exchange rates 272

Instruments sensitive to equity
market movements 48

Instruments sensitive to interest rates 254
 
 

The average, high, and low VAR amounts are as follows:

 
 

 

 

Average High Low
2014 USD millions USD millions USD millions

All financial instruments 240 306 193

Analyzed by components:

Instruments sensitive to foreign
currency exchange rates 154 272 83

Instruments sensitive to equity
market movements 32 48 18

Instruments sensitive to
interest rates 177 254 96 
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The VAR computation is a risk analysis tool designed to

statistically estimate the maximum potential ten day loss from

adverse movements in foreign currency exchange rates, equity

prices and interest rates under normal market conditions. The

computation does not purport to represent actual losses in

fair value on earnings to be incurred by the Group, nor does

it consider the effect of favorable changes in market rates. The

Group cannot predict actual future movements in such mar-
ket rates and it does not claim that these VAR results are indic-

ative of future movements in such market rates or to be rep-

resentative of any actual impact that future changes in market

rates may have on the Group's future results of operations or

financial position.

In addition to these VAR analyses, the Group uses stress

testing techniques that aim to reflect a worst case scenario on

the marketable securities which are monitored by Group Trea-

sury. For these calculations, the Group uses the six-month

period with the worst performance observed over the past

twenty years in each category. For 2015 and 2014, the worst
case loss scenario was calculated as follows:

 

 

 

 

2014
USD millions

All financial instruments 16

Analyzed by components:

Instruments sensitive to foreign
currency exchange rates 1

Instruments sensitive to equity
market movements 8

Instruments sensitive to
interest rates 7

 
 

In the Group's risk analysis, Novartis considered this worst

case scenario acceptable as it could reduce income, but would

not endanger the solvency or the investment grade credit

standing of the Group.
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30. Discontinued Operations
DISCONTINUED OPERATIONS CONSOLIDATED INCOME STATEMENT SEGMENTATION

Vaccines

(USD millions) 

Net sales to third parties of
discontinued operations 

Sales to continuing segments
Net sales of
discontinued operations 

Other revenues 

Cost of goods sold 

Gross profit of
discontinued operations 

Marketing & Sales 

Research & Development 

General & Administration 

Other income 

Other expense 

Operating income/loss of
discontinued operations 

Income from associated
com pa nies 

Income/loss before taxes of
discontinued operations 

Taxes

Net income/loss of
discontinued operations

1Consumer Health is the aggregation of the OTC and Animal Health divisions.

The following are included in net income from discontinued

operations:

 

 

 

 

  
2014

USD millions

Depreciation of property,
plant & equipment — 66

Amortization of intangible assets — 77

Impairment charges on property,
plant & equipment, net — 736

Impairment charges on intangible
assets, net —405

Additions to restructuring provisions — 14

Equity-based compensation of Novartis
equity plans — 124 

Consumer Health1 Corporate
(including eliminations)
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Total
discontinued operations

2014

5 816

78

5 894

65

—3 073

2886

—1812

—857

—431

1007

—1 146

-353

-351

— 96

-447

0240
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Share/paid-in Equity Share/paid-in Equity
As at December 31, 2015 capital 1 interest % Activities As at December 31, 2015 capital 1 interest % Activities
Pakistan Switzerland (continued)
Novartis Pharma (Pakistan) Limited, Karachi PKR 3.9 bn 100 O Novartis Pharma Schweizerhalle AG,
panama Schweizerhalle CHF 18.9 m 100 V
Novartis pharma (Logistics)I IncII Novartis Pharma Stein AG, Stein CHF 251 000 100 VA

Ciudad de panama USD 10 00° 10° . Novartis Pharma Schweiz AG, Rotkreuz CHF 5.0 m 100 0A
Alcon Centroamerica S.A., Ciudad de Panama PAB 1 000 100 O AI°°" swnze'land SA: R°tkreuz CHF 100 00° 10° .I I I Alcon Pharmaceuticals Ltd., Fribourg CHF 200 000 100 IOVA
P""'“?'"" I I I ESBATech, a Novartis Company GmbH, Schlieren CHF 14.0 m 100 A
NovartlsIHealtIhcare Philippines, Inc., Sandoz AGI Basel CHF 50 m 100 ..7A

Makat'lMEIm'IIa I I PHP 298's m 100 . Sandoz Pharmaceuticals AG, Risch CHF 100 000 100 O
Sandoz Philippines Corporation, Manila PHP 30.0 m 100 07 Roche Holding AGI Basel CHF 1600 m 33/63 I
Alcon Laboratories (Philippines), Inc., Manila PHP 16.5 m 100 O “In”
Poland Novartis (Taiwan) Co., Ltd., Taipei TWD 170.0 m 100 ONovartis Poland Sp. z 0.0., Warszawa PLN 44.2 m 100 0A I
Alcon Polska Sp. z 0.0., Warszawa PLN 750 000 100 O Tha'la'I'd I I I
Sandoz Polska Sp. z 0.0., Warszawa PLN 25.6 m 100 O N°Vams (Tha'land) L'm'twl Bangk°k THB 302-0 m 100 .
Lek SIAII strykow PLN 1L4 m 100 .7 Alcon Laboratories (Thailand) Ltd., Bangkok THB 228.1 m 100 0
Portugal Tu'keyI I I I II I I
Novartis Portugal SGPS Lda., Porto Salvo EUR 500 000 100 I N°‘_'am5 sag“: 6"” V9 Tar'm Urfln'e“ Sana)" V3
Novartis Farma — Produtos Farmaceuticos S.A., “caret A's" ISIanbUI TRY 98'0 m 100 .7

Porto Salvo EUR 2I4 m 100 . Alcon Laboratuvarlari Ticaret A.S., Istanbul TRY 25.2 m 100 O
Alcon Portugappmdutos e Equipamentos Sandoz Ilac Sanayi ve Ticaret A.S., Istanbul TRY 165.2 m 100 07

0ftalmologicos Lda., Porto Salvo EUR 4.5 m 100 0 United Arab Emirates
Sandoz Farmacéutica Lda., Porto Salvo EUR 499 900 100 O Novartis Middle East FZE, Dubai AED 7.0 m 100 0
Puerto Rico United Kingdom
Alcon (Puerto Rico) Inc., Catano USD 15.5 100 O Novartis UK Limited, Frimley/Camberley GBP 25.5 m 100 l
Romania Novartis Pharmaceuticals UK Limited,
Sandoz S.R.L., Targu-Mures RON 105.2 m 100 97 “Why/93mm"? I I GBP 5-4 m 10° "‘
Novartis Pharma Services Romania SIRILII Novartis Grimsby Limited, Frimley/Camberley GBP 250.0 m 100 V

Bucharest RON 30 m 100 . Alcon Eye Care (UK) Limited, Frimley/Camberley GBP 550 000 100 O
Alcon Romania S.R.L., Bucharest RON 10.8 m 100 O Sandoz Limited’ Frimley/Camberley GBP 2'0 m 100 .I I Glaxosmithkline Consumer Healthcare
“"55"” Fe‘m‘w" Holdings Limited, Brentford, Middlesex GBP 100000 36.5 INovartis Pharma LLC, Moscow RUB 20.0 m 100 O I I
Alcon Farmacevtika LLC, Moscow RUB 44.1 m 100 9 “We” 5‘5"“ °' “"9"”
ZAO SandezI Moscow RUB 57I4 m 100 . Novartis Corporation, East Hanover, NJ USD 72.2 m 100 l
Novartis Neva LLCI st Petersburg RUB 1I3 bn 100 v Novartis Finance Corporation, New York, NY USD 1 002 100 lI I Novartis Capital Corporation, New York, NY USD 1 100 l
Saudi Arabia I I I I _ Novartis Pharmaceuticals Corporation,
Saudi Pharmaceutical Distribution Co. Ltd., Riyadh SAR 26.8 m 75 0 East Hanoven NJ USD 52 m 100 ‘7‘
Singapore Novartis Institutes for BioMedical Research, Inc.,
Novartis (Singapore) Pte Ltd., Singapore SGD 100 000 100 Cambridge, MA USD 1 100 A
Novartis Singapore Pharmaceutical Manufacturing Costim Pharmaceuticals, Inc., Cambridge, MA USD 1 100 A

Pte Ltd., Singapore SGD 45.0 m 100 V Novartis Institute for Functional Genomics, Inc.,
Novartis Asia Pacific Pharmaceuticals Pte Ltd., San Diego, CA USD 21 000 100 A

Singapore SGD 39.0 m 100 07 Genoptix, Inc., Carlsbad, CA USD 1 100 6A
Novartis Institute for Tropical Diseases Pte Ltd., Alcon Laboratories, Inc., Fort Worth, TX USD 1 000 100 IOV

Singapore SGD 2 004 100 A Alcon Refractive Horizons, LLC, Fort Worth, TX USD 10 100 V
Alcon Singapore Manufacturing Pte Ltd., Alcon Research, Ltd., Fort Worth, TX USD 12.5 100 VA

Singapore SGD 101 000 100 V Alcon LenSx, Inc., Alisio Viejo, CA USD 100 100 V
CIBA Vision Asian Manufacturing WaveTec Vision Systems, Inc., Alisio Viejo, CA USD 1 100 OVA

and Logistics Pte Ltd., Singapore SGD 1.0 m 100 V Sandoz Inc., Princeton, NJ USD 25 000 100 OVA
Alcon Pte Ltd., Singapore SGD 164 000 100 O Fougera Pharmaceuticals, Inc., Melville, NY USD 1 100 OVA
Slovakia Eon Labs, Inc., Princeton, NJ USD 1 100 67
Novartis Slovakia s.r.o., Bratislava EUR 2.0 m 100 o “Ovadis Vaccines and Diagmsmsi '“C-xI Cambridge, MA USD 3.0 100 O
slovema I I I Novartis Services, Inc., East Hanover, NJ USD 1 100 lLek Pharmaceuticals d.d., Ljubljana EUR 48.4 m 100 IOVA
Sandoz Pharmaceuticals d.d., Ljubljana EUR 1.5 m 100 0 Venue“. Novartis de Venezuela, SA, Caracas VEF 1.4 m 100 0
south IMH“ I Alcon Pharmaceutical, C.A., Caracas VEF 5.5 m 100 ONovartis South Africa (Pty) Ltd., Kempton Park ZAR 86.3 m 100 O
Alcon Laboratories (South Africa) (Pty) Ltd.,

Bryanston, Gauteng ZAR 201 820 100 O
Sandoz South Africa (Pty) Ltd., Kempton Park ZAR 3.0 m 100 0A
South Korea
Novartis Korea Ltd., Seoul KRW 24.5 bn 99 O
Alcon Korea Ltd., Seoul KRW 33.8 bn 100 O

sand” Korea Ltd" sewl KRW 17'8 b" 100 O In addition, the Group is represented by subsidiaries and associated
sPai" companies in the following countries: Bosnia/Herzegovina, Bulgaria,
N°Vams Ffi'macéUII‘zal SA" Bamel‘ma EUR 63-0 m 10° "' Dominican Republic, Guatemala, the Former Yugoslav Republic of Macedonia,

2'60: cuFSI s-A-IéEItI/Iasg? M d 'd 5:23:52 I3: :VA Peru’ Ukraine and uruguay'an oz armac u ica, . ., a ri 1 . . . . . .
Sandoz Industrial Products SIAII Les Franqueses Share/pald-lnIcapitaI may not reflect the taxable share/pald-in capital amount

del Vallés/Barcelona EUR 93 m 100 0" and does not include any paid-in surplus.
Sweden 2 Shares without par value

3 . . I . .

Novartis Sverige ABI “by/Stockholm SEK SID m 100 . AppIroleaIter 33% of voting shares, approXImately 6% of total net income andeqUIty attributable to Novartis
5Wiuer'ind m = million; bn = billionNovartis International AG, Basel CHF 10.0 m 100 l

NWMIS H°Idmg AG’ Basel_ CHF 1002 m 100 I The following describe the various types of entities within the Group:Novartis Research Foundation, Basel CHF 29.3 m 100 l . . . . . . .. . l Holding/Finance: This entity is a holding company and/or performs financeNovartis Foundation for Management I
Development, Basel CHF 100 000 100 l fu"°t'°nsIf°r thIe Gr°up' I I I I

Novartis Foundation for Employee PadicipationI 0 Sales: This entity performs sales and marketing actIVItles for the Group.
Basel CHF 10° 00° 100 I V Production: This entity performs manufacturing and/or production activities for

Novartis Sanierungsstiftung, Basel CHF 2.0 m 100 l the Group-
Novartis Pharma AG, Basel CHF 350.0 m 100 IOVA A Research and Development: This entity performs research and development
Novartis Pharma Services AG, Basel CHF 20.0 m 100 0 activities for the Group.
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FINANCIAL REPORT | REPORT OF THE STATUTORY AUDITOR ON THE CONSOLIDATED FINANCIAL Novartis Annual Report 2015 | 243STATEMENTS OF NOVARTIS AG AND INTERNAL CONTROL OVER FINANCIAL REPORTING

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

As statutory auditor, we have audited the consolidated finan-
cial statements of Novartis AG and its consolidated subsidiar-

ies (“Novartis Group"), which comprise the consolidated

income statements, consolidated statements of comprehen-

sive income, consolidated statements of changes in equity,
consolidated balance sheets, consolidated cash flow state-

ments and notes (pages 172 to 241), for the year ended Decem-
ber 31, 2015.

BOARD OF DIRECTORS’ RESPONSIBILITY

The Board of Directors is responsible for the preparation and

fair presentation of the consolidated financial statements in

accordance with International Financial Reporting Standards

(IFRS) and the requirements of Swiss law (SCO). This respon-

sibility includes designing, implementing and maintaining an

internal control system relevant to the preparation and fair

presentation of consolidated financial statements 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 consoli-
dated financial statements based on our audit. We conducted

our audit in accordance with Swiss law, Swiss Auditing Stan-

dards, 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.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consoli-

dated financial statements. 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 sys-

tem relevant to the entity's preparation and fair presentation

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 account-

ing estimates made, as well as evaluating the overall presen-
tation of the consolidated financial statements. We believe that

the audit evidence we have obtained is sufficient and appro-

priate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements for the

year ended December 31, 2015 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 comply with Swiss law.

REPORT ON OTHER LEGAL REQUIREMENTS

We confirm that we meet the legal requirements on licensing

according to the Auditor Oversight Act (AOA) and indepen-

dence (article 728 SCO and article 11 AOA) and that there are

no circumstances 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 prepa-

ration of consolidated financial statements according to the
instructions of the Board of Directors.

We recommend that the consolidated financial statements

submitted 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,
2015, based on criteria established in Internal Control — Inte-

grated Framework (2013) issued by the Committee of Sponsor-

ing Organizations of the Treadway Commission (0080).

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 finan-

cial reporting included in the accompanying Report of Novartis

Management on Internal Control Over Financial Reporting in this

financial report on page 242. Our responsibility is to express

an opinion on the effectiveness of Novartis Group's internal

control over financial reporting based on our integrated audit.
We conducted our audit of internal control over financial

reporting in accordance with the standards of the Public Com-

pany Accounting Oversight Board of the United States of Amer-

ica. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether effective

internal control over financial reporting was maintained in all

material respects. Our audit of internal control over financial

reporting included obtaining an understanding of internal con-

trol over financial reporting, assessing the risk that a material

weakness exists, testing and evaluating the design and oper-

ating effectiveness of internal control based on the assessed

risk. Our audit also included performing such other procedures

as we considered 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 standards. 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 transac-

FINANCIAL REPORT

tions and dispositions of the assets of the company; (ii) pro-
vide reasonable assurance that transactions are recorded as

necessary to permit preparation of financial statements in

accordance with the applicable accounting standards, and that

receipts and expenditures of the company are being made

only in accordance with authorizations of management and

directors of the company; and (iii) provide reasonable assur-

ance 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 inad-

equate 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, 2015, based on criteria established in Inter-

nal Control — Integrated Framework (2013) issued by the 0080.

PricewaterhouseCoopers AG

WW

Bruno Rossi

Audit expert

Auditor in charge

Stephen Johnson

Global relationship partner

Basel, January 26, 2016
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FINANCIAL STATEMENTS OF NOVARTIS AG

(For the years ended December 31,2015 and 2014)

 

 

 

 

 

2014
Note CHF millions

Income from investment in Group subsidiaries 6 869
License income 1 340

Gain from disposal of intangibles assets 272
Other income 4

Total income 8 485

Amortization of goodwill and other intangible assets 3 — 1 154

Administrative expenses — 27

Other expenses — 11

Total expenses — 1 192

Operating income 7 293
Financial income 589

Financial expenses — 287

Income before extraordinary income and taxes 7 595

Extraordinary income, net 4 32
Extraordinary expenses, net 4
Income before taxes 7 627

Direct taxes — 148

Net income of the year 7 479

 
The accompanying Notes form an integral part of these financial statements.
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BALANCE SHEETS

(At December 31, 2015 and 2014)

Note 

ASSETS

Current assets

Cash and cash equivalents
Receivables

Group subsidiaries 

Third parties
Total current assets

Non-current assets

Financial assets

Group subsidiaries 

Third parties 

Investments

Group subsidiaries 

Third parties 

Goodwill and other intangible assets
Total non-current assets

Total assets

LIABILITIES AND EQUITY 

Current liabilities

Interest-bearing current liabilities
Bonds 

Other current liabilities

Group subsidiaries 

Third parties 

Accrued expenses 

Deferred income

Total current liabilities

Non-current liabilities

Interest-bearing non-current liabilities
Bonds 

Non-current provisions 

Total non-current liabilities 

Equfly 

Share capital 

Legal capital reserves - Capital contribution reserve 

General reserve 

Reserve for treasury shares held by subsidiaries 

Total legal retained earnings 

Free reserves 

Retained earnings 

Net income of the year 

Retained earnings available for distribution at the end of the year 

Total unappropriated earnings 

Treasury shares held by Novartis AG 

Total equity 

Total liabilities and equity

The accompanying Notes form an integral part of these financial statements.
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2014
CHF millions

51

15 410
44

15 505

5571
24

10 708

17 925

34 228

49 733

799

224

73

199

60

1 355

499

499

1 353

198

320

4 522

4 842

36 380

7 479

7 479

43 859

- 2 373

47 879

49 733
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NOTES TO THE FINANCIAL STATEMENTS OF

NOVARTIS AG

1. Introduction

The financial statements of Novartis AG, with registered office

in Basel, comply with the requirements of the new Swiss

accounting legislation, which became effective since January 1,

2013 and required implementation in 2015, of the Swiss Code

of Obligations ($00). In accordance with the SCO, Novartis AG

elected to restate the 2014 financial statements to be compa-

rable with the 2015 presentation. This resulted in changes to

the presentation of the income statement and balance sheet

and the reclassification of treasury shares held by Novartis AG

from marketable securities to equity. This reclassification

reduced the 2014 previously reported total current assets,

total assets, total equity and total equity and liabilities by
CHF 2 373 million.

Novartis AG is presenting consolidated financial statements

according to IFRS. As a result, these financial statements and
notes do not include additional disclosures, cash flow state-

ment and management report.

 

2. Accounting Policies
FINANCIAL INCOME AND EXPENSES

Current assets and current liabilities denominated in foreign

currencies are converted at year-end exchange rates. Realized

exchange gains and losses as well as all unrealized exchange

losses arising from these as well as those from business trans-
actions are recorded net as financial income or financial

expenses.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are used for hedging purposes.
These instruments are valued at fair value. When different

accounting policies apply for the hedged item and the deriv-

ative financial instrument, hedge accounting is applied through

measuring the hedged item together with the derivative finan-
cial instrument.

FINANCIAL ASSETS

Financial assets are valued at acquisition cost less adjustments

for foreign currency losses and any other impairment of value.

INVESTMENTS

Investments are initially recognized at cost. Investments in

Novartis Group subsidiaries are assessed annually and

adjusted to their recoverable amount within their category.

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill and other intangible assets are capitalized and amor-

tized over a period of between five and twenty years. Goodwill

and other intangible assets are reviewed for impairment on a

yearly basis. If necessary an impairment loss is recognized.

BONDS

Bonds are valued on an amortized cost basis such that addi-

tional interest is accrued over the duration of the bonds so

that at maturity the balance sheet amount will equal the

amount that is due to be paid.

PROVISIONS

Provisions are made to cover general business risks of the

Group.
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3. Goodwill and Other Intangible Asset Movements
 

Goodwill 

Gross cost 1 

Accumulated amortization 

January 1 

Amortization charges 

December 31 

Net book value at December 31 

Other intangible assets 

Cost 

January 1 

Additions 

Disposal as a result of the
Novartis OTC divestment to GSK

December 31

Accumulated amortization 

January 1 

Amortization charges 

Disposal as a result of the
Novartis OTC divestment to GSK 

December 31 

Net book value at December 31 

Goodwill and other intangible assets
Net book value at December 31

1There was no change to cost value of Goodwill during 2015 and 2014

 
2014

CHF millions

22 350

-3 420

—1 140

-4 560

17 790

242

13

255

-106
— 14

- 120

135

17 925

FINANCIAL REPORT

 

4. Extraordinary Income and Expenses, Net
Novartis AG realized a net divestment gain of CHF 1 422 million due to the Novartis Animal Health divestment to Eli Lilly and

Company, USA in 2015. In 2015, an extraordinary expense related to prior year direct taxes of CHF 56 million (2014: extraor-

dinary income of CHF 32 million) was recorded.

5. Investments

The principal direct and indirect subsidiaries and other holdings of Novartis AG are shown in Note 32 to the Group's consoli-
dated financial statements. A reclassification of CHF 3 725 million has been made within non-current assets from investments

in Group subsidiaries to financial assets Group subsidiaries in 2014 to be comparable with the 2015 presentation.
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2014 2014
Straight bonds CHF millions Breakdown by maturity CHF millions

3.625% CHF 800 million bond 2015 799

2008/2015 of Novartis AG, Basel, Aft r 2015Switzerland, issued at 100.35% 799 6

0.250% CHF 500 million bond T°‘a' 7992015/2025 of Novartis AG, Basel,
Switzerland, issued at 100.64%

0.625% CHF 550 million bond
2015/2029 of Novartis AG, Basel,
Switzerland, issued at 100.502% 2014 2014

. . Fair value Balance sheet Fair values

égig/g’ogngfiigflifggoggsel comparison CHF millions CHF millions
Switzerland, issued at 100.479% Straight bonds

Total straight bonds 799

 
 

On June 26, 2008, Novartis AG issued a CHF 800 million bond bearing interest at 3.625% per annum. The bond was repaid

on June 26,2015. On February 13,2015, Novartis AG issued three new bonds of CHF 500 million (bearing interest at 0.25%

per annum), CHF 550 million (bearing interest at 0.625% per annum) and CHF 325 million (bearing interest at 1.050% per

annum). The bonds are valued on an amortized cost basis.

 

7. Share Capital

January 1

Number of shares canceled/capital reduced
during the period 

December 31

The Novartis AG share capital consists of registered shares
with a nominal value of CHF 0.50 each.

Thetotal share capital decreased from CHF1353.1 million
at December 31, 2014 to CHF1338.5 million at December 31,

2015 due to a share capital reduction as a result of the can-

cellation of 29.2 million repurchased shares with a nominal

value of CHF 14.6 million. The cancellation was approved at

the Annual General Meeting of February 27,2015 and became

effective on May 6,2015. During 2014, the total share capital

of Novartis AG was unchanged.

 
 

 

2014

Number Share capital
of shares CHF millions

2 706 193 000 1 353

2 706 193 000 1 353

In 2014, Novartis has entered into an irrevocable, non-dis-

cretionary arrangement with a bankto repurchase own shares

on the second trading line under its USD 5 billion share buy-

back as well as to mitigate dilution from employee participa-

tion programs. The commitment under this arrangement
amounted to CH F 652 million as of December31, 2014, reflect-

ing the expected purchases by the bank under such trading

plan over a rolling 90 days period. This trading plan was fully

executed and has expired. As a result, there is no contingent

liability related to this plan as of December 31,2015.
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8. Reserve for Treasury Shares

 

Treasury shares held by subsidiaries 1

January 1

Number of shares purchased/sold; reserves transferred 

December 31

1excluding foundations

Treasury shares held by Novartis AG

January 1

Number of shares purchased/canceled; reserves transferred
December 31

Total treasury shares1

January 1

Total number of shares purchased/sold or canceled;
reserves transferred

Decem ber 31 

1excluding foundations

Novartis AG has met the legal requirements for legal reserves

under Articles 659 et. seq. and 663b.10 SCO for the treasury
shares.

Treasury share purchases during 2015 totaled 63.6 mil-

lion (2014: 41.8 million) with an average purchase price of

CHF 93 (2014: CHF 81), treasury share sales totaled 27.0 mil-

lion (2014: 8.2 million) with an average sale price of CHF 56

(2014: CHF 57) and share-based compensation transactions

totaled 11.3 million shares (2014: 10.8 million shares).

The number of treasury shares held by the Company and

its subsidiaries meet the definitions and requirements of Arti-

9. Free Reserves

 
 

2014
CHF millions

 

   
  

 

  

January 1 

Reduction due to cancellation of treasury
shares (CHF 2 348 million of repurchased
shares less their nominal value of
CHF 15 million)

Transfer from reserve for treasury shares

 

 

Use of free reserves for divided payment
 
 

December 31

 

 

 

FINANCIAL REPORT

 

 

 

 

2014

Reserve for
treasury shares

Number held by subsidiaries
of shares CHF millions

77 844 615 4 590

— 4 280 403 — 68

73 564 212 4 522

2014

Reserve for
treasury shares

Number held by Novartis AG
of shares CHF millions

53 467 458 178

27 040 000 2 195

80 507 458 2 373

2014

Total reserve for
Number treasury shares

of shares CHF millions

131 312 073 4 768

22 759 597 2 127

154 071 670 6 895 

cle 659b SCO. At December 31, 2015, treasury shares held by

Novartis AG and its subsidiaries totaled 166 362 021. As per

the dividend payment date, Novartis AG and its subsidiaries

are expected to hold 156 147 021 shares. These shares are

non-dividend bearing shares. It should be noted that within

the Novartis Group's lFRS consolidated financial statements

some entities are included in the consolidation scope, mainly

foundations, which do not qualify as subsidiaries in the sense
of Article 659b SCO.
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10. Contingent Liabilities
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Dec 31, 2014
CHF millions

Guarantees in favor of subsidiaries to cover capital and interest of bonds, credit facilities and commercial paper
programs — total maximum amount CHF 38 445 million (2014: CHF 30 420 million) 15 765

Other guarantees in favor of subsidiaries, associated companies and others —
total maximum amount CHF 2 707 million (2014: CHF 2 551 million) 1389

Total contingent liabilities 17 154 
Novartis AG is part of the Swiss Novartis value added tax (VAT) group and is therefore jointly liable for existing and future VAT
claims from the Swiss Federal Tax Administration.

 

11. Registration, Voting Restrictions and Major Shareholders
The Company's Articles of Incorporation state that no person

or entity shall be registered with the right to vote for more than

2% of the share capital as set forth in the Commercial Regis-
ter. In particular cases the Board of Directors may allow exemp-

tions from the limitation for registration in the share register.

According to the share register, shareholders owning 2%

or more of the Company's capital at December 31, excluding

treasury shares held by Novartis AG and other Novartis
subsidiaries, are as follows:

% holding of
share capital

December 31,2014
Novartis Foundation for
Employee Participation,
Basel, Switzerland 3.2

3.3 
Emasan AG, Basel, Switzerland

Furthermore, there are the following other significant
shareholders:

Shareholders registered as nominees:

— Chase Nominees Ltd., London‘, holds 8.8% (2014: 9.1%).

— Nortrust Nominees, London, holds 3.2% (2014: 3.2%).
— The Bank of New York Mellon, New York, holds 4.6%

(2014: 4.6%) through its Nominees Mellon Bank, Everett,

with a holding of 1.7% (2014: 2.6%) and The Bank of

New York Mellon, Brussels, with a holding of 2.9% (2014:

2.0%).

Shareholder acting as American Depositary Share (ADS)

depositary:

— JPMorgan Chase Bank, New York, holds 11.2% (2014:

11.4%).

Shareholders disclosed through notifications filed with Novartis

AG and the SIX Swiss Exchange:

— Capital Group Companies, Inc, Los Angeles, holds

between 3% and 5%.

— BlackRock, Inc., New York, holds between 3% and 5%.

1 Previously reported as JPMorgan Chase Bank, New York, but changed to its affiliate
Chase Nominees Ltd, London, which is entered as nominee in the Novartis Share Register.
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12. Equity Instrument Disclosures of Board of Directors and
Executive Committee members

SHARE OWNERSHIP REQUIREMENTS FOR BOARD
MEMBERS

The Chairman is required to own a minimum of30 000 shares,

and other members of the Board of Directors are required to

own at least 4000 Novartis shares within three years after

joining the Board of Directors, to ensure alignment of their

interests with shareholders. Board members are prohibited

from hedging or pledgingtheir ownership positions in Novartis

shares that are part of their guideline share ownership require-

ment, and are required to hold these shares for 12 months

after retiring from the Board of Directors. As of December 31,
2015, all members of the Board of Directors who have served

at least three years on the Board of Directors have complied

with the share ownership guidelines.

SHARES, ADRS AND SHARE OPTIONS OWNED BY BOARD
MEMBERS

The total number of vested Novartis shares and ADRs owned

by members of the Board of Directors and "persons closely
linked" 1 to them as of December 31,2015 is shown in the table
below.

As of December 31, 2015, no members of the Board of

Directors together with "persons closely linked"1 to them

owned 1% or more of the outstanding shares (or ADRs) of
Novartis. As of the same date, no members of the Board of

Directors held any share options.

SHARES AND ADRS OWNED BY BOARD MEMBERS:1

 

 

 

 

 

 

 

 

 

 

 

 

Number of shares2
At

December 31,
2014

Joerg Reinhardt 466 951

Ulrich Lehner (until February 26,2015) 36 405
Enrico Vanni 13 805

Nancy Andrews (from February 27,2015) NA
Dimitri Azar 7 258

Verena A. Briner 4 845

Srikant Datar 30 792

Ann Fudge 14112
Pierre Landolt3 52 290

Charles L. Sawyers 2 933
Andreas von Planta 122 709

William T. Winters 3 590

Total“ 755 690

 
NA — Not applicable.
1|ncludes holdings of "persons closely linked" to Board members (see definition in
this Note 12)

2Each share provides entitlement to one vote.
3According to Pierre Landolt, the Sandoz Family Foundation is the economic
beneficiary of the shares.

‘Ulrich Lehner stepped down from the Board of Directors on February 26, 2015. At
February 26,2015, Ulrich Lehner owned 37 263 shares.

SHARE OWNERSHIP REQUIREMENTS FOR EXECUTIVE
COMMITTEE MEMBERS

Executive Committee members are required to own at least a

minimum multiple of their annual base compensation in

Novartis shares or share options within three years of hire or

promotion, as set out in the table below.

In the event of a substantial rise or drop in the share price, the

Board of Directors may, at its discretion, amend that time

period accordingly.

The determination of equity amounts against the share

ownership requirements is defined to include vested and

unvested Novartis shares or ADRs, as well as RSUs acquired

under the compensation plans, but excluding unvested match-

ing shares granted under the Leveraged Share Savings Plan

(LSSP) and the Employee Share Ownership Plan (ESOP), and
unvested PSUs from LTPP and LTRPP. The determination

includes other shares as well as vested options of Novartis

shares or ADRs that are owned directly or indirectly by "per-

sons closely linked" 1 to them. The Compensation Committee

reviews compliance with the share ownership guideline on an
annual basis.

As of December 31, 2015, all members who have served

at least three years on the Executive Committee have met or

exceeded their personal Novartis share ownership require-
ments.

As of January 1, 2016, to better align with prevalent mar-

ket practice and the change to our compensation system, Exec-

utive Committee members will be required to meet their share

ownership requirement within five years of hire/promotion.

SHARES, ADRS, EQUITY RIGHTS AND SHARE OPTIONS
OWNED BY EXECUTIVE COMMITTEE MEMBERS

The following tables show the total number of shares, ADRs,

other equity rights and share options owned by Executive Com-

mittee members and "persons closely linked" 1 to them as of
December 31,2015.

As of December 31,2015, no Executive Committee mem-

bers together with "persons closely linked" to them owned 1%

or more of the outstanding shares (or ADRs) of Novartis, either

directly or through share options.

The market value of share options (previously granted) is

calculated using an option pricing valuation model as at the

grant date.

1 "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 fiduciary.

0254



|}~����������������}������������ß����������������� �����¡�����ð������������¡����¢���¡������£����¡��¤

¡ð���¡S��õ�¡���õ���ð����ö÷��ø���¤ð�¡�����õ�ïø�����÷��£����¢¢������¢�¢ï��¡�à

� �� =�~����̧��� �� �� =�~����̧��� �

� L����̧�� �¶������ Î}�������� L����̧�� �¶������ Î}�������

� �¶������� ��̧�}�¶����¹�º�»¼���½�¾�� �¶������� ��̧�}�¶����¹�º�»¼���½�¾�

� ��̧��¹���� �ò���·���Ë¶������ ������ ��̧��¹���� �ò���·���Ë¶������ ���¿�

�}���¶���»���Ï� �È¿�¿���� ½�������� Ç�Ç�Ç���� ��Ç�ÇÈ��� ½ÉÉ�È���� Ç�Ç�¿ÉÇ�

���~���ú����� ��Ì���� ¿¿�ÉÌÌ�� ¿Ç�ÇÌÌ�� ��� ¿��¿ÌÇ�� ¿��¿ÌÇ�

µ���Ò��î�ê¶���� É��¿½��� ��Ì�ÈÌ��� ����½���� ¿È�½ÉÈ�� É��¿�¿�� �¿½�È���

¹�~�̧�ê������� Ì��½Ì��� �½���½���½� ½���É�Ç�� Ì������� �ÇÌ�É¿���½� ½¿���Ç��

F����Áî�µ��¶»��� ����¿��� �ÌÇ�Ç����½� ½�È�ÈÇ¿�� ¿����¿�� ½¿��¿É½��½� ½ÈÌ��¿Ì�

��º¶��̧�µ���º��� �¿�½�Ì�� ½Ì�Ì���� ����ÌÉ�� ��� ¿Ç��È��� ¿Ç��È��

���Æ�}�Ë�� ��É��¿Ì�� ÉÉ�½Ì½�� ��È�Ç���� ÇÉ�¿�Ì�� ��È�¿���� �ÉÌ�ÈÌÌ�

Â���·�7���º¶� ¿Ç��ÌÉ�� ����½�É�� �¿Ç�É½È�� ½��ÈÇ��� É��Ç���� ��������

ú�����Fº|�»����́������F��º¶��¾�����À� |��� |��� |��� �É���Ç�� Ç������� È��Ì�Ì�

��̧����Í�Ð��̧�́������F��º¶��¾�����À� |��� |��� |��� ÈÇ�½���� ����ÈÇ½�� �����ÇÈ�

��̧�V��·��� ¿¿�ÇÇ��� ÌÉ�É�Ì�� ��¿��ÌÌ�� ���É¿��� ÇÈ��ÉÈ�� É¿��½È�

�Ü×Öó�¿� á���ââÞ��à��ââ��á�����é����áà�� Þ���àßá��à�Þ�â��Þë����ßà��Þé��

|��Ñ�|}�������º�¼��î
��Ä�º��̧ ���¶}�̧��Ë��}Å�T����}���º�}���·������̧U��}�êÒ�º���~��Á}»»������»�»¼����́����̧�í����}������¶���|}�����À
��Ä�º��̧ ���������º��̧��¶����¾���=����̧����Ë�����»¼���}Å���=�î�F��º¶��Ë��¶�������̧ ����¶��ê�Í�¾�Ê���¾���̧����Ë�����»¼���}Å���=������̧��º�}��̧���}ù������}�¹�º�»¼���½�¾��������

�¶���Ð��̧�ò����í�̧�Å}��Å����~�����Ë���̧ ����¶������~��������������î��Ð��̧����̧ �������}�¶�����º����~������������̧��º�}��̧����Å���î
½�Ä�º��̧ ���¼}�¶�̧�Å����̧���̧���~����̧�º��¶ù������̧��ò���·��Ð��̧����̧�¶}�̧��Ë��}Å�|}~�������¶��������=�ù̧�í��̧�º}����¼���}�������î
¿�������������}Å��¶��Æ��Ò}�»��¶7�����������º��}�¾�ú�����Fº|�»������̧���̧ ����Í�Ð��̧�������̧�̧}Ð��Å�}»��¶��êÒ�º���~��Á}»»������}��F��º¶��¾�����î�ú�����Fº|�»����}Ð��̧�

�������~����̧��¶�������̧����������~����̧��¶�������̧�}�¶����ò���·���Ë¶������F��º¶��¾�����î���̧����Í�Ð��̧�}Ð��̧�����ÈÉ��~����̧��¶�������̧�¿���¿Ì���~����̧��¶�������̧�

}�¶����ò���·���Ë¶������F��º¶��¾�����î

¡ð����������¡�����õ�ïø�����÷��£����¢¢������¢�¢ï��¡�à

� |�»¼���}Å��¶����}���}����

� �� �� �� �� �� �� Î}��������� Î}�������

� �� �� �� �� �� ��¹�º�»¼���½�¾��¹�º�»¼���½�¾�

� ���½�� ������ ������ ������ ���É�� Í�¶���� ������ ���¿�

�}���¶���»���Ï� ��� ��� ��� ��� ��� ��� ��� ��Ì��ÇÇ�

���~���ú����� ��� ��� ��� ��� ��� ��� ��� ��

µ���Ò��î�ê¶���� ��� ��� ��� ��� ��� ��� ��� ��

¹�~�̧�ê������� ��� ��� ��� ��� ��� ��� ��� ��

F����Áî�µ��¶»��� ��� ��� ��� ��� ��� ��� ��� ��

��º¶��̧�µ���º��� ��� ��� ��� ��� ��� ��� ��� ��

���Æ�}�Ë�� ��� ��� �¿��½ÉÇ�� ��� ��� ��� �¿��½ÉÇ�� �¿��½ÉÇ�

Â���·�7���º¶� ��� ��� ��� ��� ��� ��� ��� ��

ú�����Fº|�»����� �� �� �� �� �� �� �� �

�́�����F��º¶��¾�����À� |��� |��� |��� |��� |��� |��� |��� ���ÌÇ¿�

��̧����Í�Ð��̧�� �� �� �� �� �� �� �� �

�́�����F��º¶��¾�����À� |��� |��� |��� |��� |��� |��� |��� ��

��̧�V��·��� ��� ��� ��� ��� ��� ½ÌÈ�½É��� ½ÌÈ�½É��� Ç�È�½�½�

�Ü×Öó�½� é�� é�� à�à�ßâÞ�� é�� é�� ßáë�ßâé�� �àâ�áëÞ��à�ééá�áßâ�

|��Ñ�|}�������º�¼��î
��Î¶��������¶����}���}��Ë��������̧ ����¶��|}~������êò���·����������º��Ð����»�̧�����������·����½î
���¶����}���}���̧��º�}��̧�Å}�������º�íº�·����Ð����Ë�����̧�����¶���·������̧ ����¶��|}~������êò���·����������º�î�Î¶��º}��»��TÍ�¶��U���Å�����}��¶����}���}���Ë�����̧�������È�}��

�������¾��}��¶����}���}���Ë�����̧��}��¶�����Ò�º���~���Ð¶�����¶�·�Ð�����}��êÒ�º���~��Á}»»������»�»¼���¾���̧��}��¶����}���}���¼}�Ë¶��}���¶��»������¼·��¶��êÒ�º���~��

Á}»»������»�»¼����}��T����}���º�}���·������̧U��}��¶�»�́����̧�í����}������¶���|}�����Àî
½�������������}Å��¶��Æ��Ò}�»��¶7�����������º��}�¾�ú�����Fº|�»������̧���̧ ����Í�Ð��̧�������̧�̧}Ð��Å�}»��¶��êÒ�º���~��Á}»»������}��F��º¶��¾�����î����F��º¶��¾�����¾�ú�����

Fº|�»������̧���̧ ����Í�Ð��̧�̧�̧��}��}Ð����·��¶����}���}��î

0255

FINANCIAL REPORT | NoTES To THE FINANCIAL STATEMENTS or NOVARTIS AG Novartis Annual Report 2015 | 253

SHARES, ADRS AND OTHER EQUITY RIGHTS OWNED BY EXECUTIVE COMMITTEE MEMBERS 1

  
  

Unvested
Vested shares Total at
shares and other December 31,

and ADRS equity rights2 2014

Joseph Jimenez 256 685 399 811 656 496
Steven Baert 0 41 476 41476  

48 398 95 424 143 822

72 222 267 9403 340 162

45 054 342 4933 387 547

Felix R. Ehrat

David Epstein
Mark C. Fishman

  
  
  
  
  
  
  
  
  

Richard Francis 0 46 282 46 282

Jeff George 69 457 128 420 197 877

Harry Kirsch 31 860 90 650 122 510

Brian McNamara (until March 1,2015) 19216 62511 81727

Andrin Oswald (until March 1,2015) 86 305 115 863 202 168

André Wyss 25 940 68 598 94 538
Total 4 655 137 1 659 468 2 314 605

 
NA — Not applicable.
1Includes holdings of "persons closely linked" to Executive Committee members (see definition in this Note 12)
2Includes restricted shares, RSUs and target number of PSUs. Matching shares under the ESOP, LSSP, and target number of PSUs are disclosed pro-rata to December 31, unless
the award qualified for full vesting under the relevant plan rules. Awards under all other incentive plans are disclosed in full.

3Includes both deferred and unvested cash-settled equity awards and holdings of Novartis shares in US-defined contribution plans.
‘As a result of the GlaxoSmithKline transaction, Brian McNamara and Andrin Oswald stepped down from the Executive Committee on March 1, 2015. Brian McNamara owned
52 251 vested shares and 15 200 unvested shares and other equity rights at March 1, 2015. Andrin Oswald owned 122 892 vested shares and 41 547 unvested shares and
other equity rights at March 1,2015.

SHARE OPTIONS OWNED BY EXECUTIVE COMMITTEE MEMBERS1

 

Number of share options2
Total at

December 31,
2014

Joseph Jimenez 157 266
Steven Baert 0

Felix R. Ehrat 0

David Epstein 0
Mark C. Fishman 0

Richard Francis 0

Jeff George 141396

Harry Kirsch 0
Brian McNamara
(until March 1,2015) 50 764
Andrin Oswald
(until March 1,2015) 0

André Wyss 658 313
Total3 1 007 739

 
NA — Not applicable.
1The last share option grants under the Novartis Equity Plan Select were made in January 2013.
2Share options disclosed for a specific year were granted in that year under the Novartis Equity Plan Select. The column "Other" refers to share options granted in 2008 or
earlier, to share options granted to these executives while they were not Executive Committee members, and to share options bought on the market by the Executive
Committee members or “persons closely linked" to them (see definition in this Note 12).

3As a result of the GlaxoSmithKline transaction, Brian McNamara and Andrin Oswald stepped down from the Executive Committee on March 1, 2015. At March 1, 2015, Brian
McNamara and Andrin Oswald did not own any share options.
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APPROPRIATION OF AVAILABLE EARNINGS OF

NOVARTIS AG AS PER BALANCE SHEET AND

DECLARATION OF DIVIDEND

 

 

2014
CHF

Available unappropriated earnings

Balance brought forward

Net income of the year 7 478 506 586

Total available earnings at the disposal of the Annual General Meeting 7 478 506 586

Appropriation proposed by the Board of Directors

Payment of a gross dividend (before taxes and duties) of CHF 2.70 (2014: CHF 2.60) on 2 520 845 979
(2014: 2 566 521 330) dividend bearing shares1 with a nominal value of CHF 0.50 each —6 672 955 458
Balance to be carried forward 805 551 128

 
1No dividend will be declared on treasury shares held by Novartis AG, and certain treasury shares held by other Group companies.

Assuming that this proposal by the Board of Directors is 2016. The last trading day with entitlement to receive the div-

approved by the Annual General Meeting of shareholders, idend is February 24, 2016. As from February 25, 2016 the

payment of the dividend will be made as from February 29, shares will be traded ex—dividend.
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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

As statutory auditor, we have audited the financial statements

of Novartis AG, which comprise the income statements, balance

sheets and notes (pages 245 to 253), for the year ended
December 31,2015.

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 ($00) and the Company's articles of incorpora-

tion. This responsibility includes designing, implementing and

maintaining an internal control system relevant to the prepa-
ration of financial statements 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 accounting
estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these financial
statements 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 state-

ments are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial

statements. The procedures selected depend on the auditor's

judgment, including the assessment of the risks of material
misstatement ofthefinancialstatements,whether dueto fraud

or error. In making those risk assessments, the auditor

considers the internal control system relevant to the entity's

preparation of the financial statements in order to design audit

procedures that are appropriate in the circumstances, but not

for the purpose of expressing an opinion on the effectiveness

of the entity's internal control system. An audit also includes

evaluatingthe appropriateness of the accounting policies used

and the reasonableness of accounting estimates made, as well

as evaluating the overall presentation of the financial state-
ments. 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 financial statements for the year ended

December 31,2015 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 indepen-

dence (article 728 $00 and article 11 AOA) and that there are

no circumstances incompatible with our independence.

In accordance with article 728a paragraph 1 item 3 $00

and Swiss Auditing Standard 890, we confirm that an internal

control system exists which has been designed for the prepa-

ration of financial statements according to the instructions of
the Board of Directors.

We further confirm that the proposed appropriation of

available earnings complies with Swiss law and the Company's

articles of incorporation. We recommend that the financial

statements submitted to you be approved.

PricewaterhouseCoopers AG

MW

Bruno Rossi

Audit expert

Auditor in charge

Stephen Johnson

Global relationship partner

Basel, January 26, 2016
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Each year, Novartis commissions a

photographer to portray a unique, personal

and artistic perspective of healthcare around

the world. Depicting the diversity ofpatients,

medical professionals, researchers and care-

givers, the photographs demonstrate the complex

realities ofglobal healthcare. We are grateful
to Brent Stirton and to those who shared their

experiences for the Annual Report 2015.

BRENT STIRTON

Brent Stirton is a South African industry-

leading documentary photographer

working with Getty Images Reportage

agency. His work has been published by

National Geographic magazine,

Human Rights Watch, TIME, News-

week, The New York Times Magazine,

The Sunday Times Magazine, GEO,

CNN and many other leading titles.

Mr. Stirton has photographed extensive essays on HIV/AIDS

issues across multiple countries in an ongoing long-term

project. He currently spends most of his time working on long-

term investigative projects for National Geographic magazine

and global NGOs, remaining committed to issues relating to

health, diminishing cultures, sustainability and the environ-
ment.

Mr. Stirton has worked for the Ford, Clinton and Gates

foundations, the Nike Foundation and the World Economic

Forum — for which he was elected a Young Global Leader in

2008. He is also a Canon Ambassador, one of 12 photographers

representing Canon photography.
Mr. Stirton has received seven World Press Photo awards,

seven awards from Pictures of the Year International, six Lucie

Awards, and others from the Overseas Press Club, the Front-

line Club, the Deadline Club, DAYS JAPAN, China International

Photo Awards, the Leads Awards Germany, Graphis, the London

Association of Photographers, Communication Arts, American

Photography, American Photo, and the American Society of

Publication Designers. Additionally, he received two awards
from the United Nations for work on the environment and HIV/

AIDS, and won the Visa D'Or at Visa Pour L'lmage. He also won

the National Magazine Award for his work in the Democratic

Republic of Congo.

We would like to acknowledge the assistance of Mr. Stirton's

colleague at Getty Images, Tom Stoddart, who kindly replaced
him on short notice to photograph home healthcare workers
in Switzerland.

  

Two ethnic H’mong women pose for pictures after a day of work
in the rice paddies below. The terraced rice fields are part of the
breathtaking scenery of MCI Cang Chai in northeast Vietnam and
attract tourists from around the world.
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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; a German translationis also available.
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Contact information

For further information regarding Novartis,

please contact Novartis International AG
CH-4002 Basel, Switzerland

GENERAL INFORMATION

Tel: +416132411 11

Fax: +41 61 324 80 01

INVESTOR RELATIONS

Tel: +41 61 324 79 44

Fax: +41 61 324 84 44

Email: investor.relations@novartis.com

SHARE REGISTRY

Tel: +41 61 324 72 04

Fax: +41 61 324 32 44

Email: share.registry@novartis.com

MEDIA RELATIONS

Tel: +41 61 324 22 00

Fax: +41 61324 90 90

Email: media.relations@novartis.com
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www.novartis.com/order2015annualreport

Photo on the right

Forward-looking
statements

These materials contain forward-looking statements that can be
identified by terminology such as such as "potential,"
"expected," "will," "planned," or similar expressions, 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 ratings; or regarding any
potential financial or other impact on Novartis or any of our divi-
sions of the strategic actions announced in January 2016 to
focus our divisions, integrate certain functions and leverage our
scale; or regarding any potential financial or other impact on
Novartis as a result of the creation and operation of NBS; or
regarding the potential financial or other impact on Novartis of
the transactions with GSK, Lilly or CSL; or regarding potential
future sales or earnings of the Novartis Group or any of its
divisions; or by discussions of strategy, plans, expectations or
intentions. You should not place undue reliance on these
statements. Such forward looking statements are based on the
current beliefs and expectations of management regarding
future events, and are subject to significant known and unknown
risks and uncertainties. Should one or more of these risks or
uncertainties materialize, or should underlying assumptions
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, or that any
such products will achieve any particular revenue levels. Nor
can there be any guarantee that Novartis will be able to realize
any of the potential strategic benefits, synergies or opportuni-
ties as a result of the strategic actions announced in January
2016, the creation and operation of NBS, or the transactions
with GSK, Lilly and CSL. Neither can there be any guarantee
that Novartis or any of the businesses involved in the
transactions will achieve any particular financial results in the
future. Neither can there be any guarantee that shareholders
will achieve any particular level of shareholder returns. Nor can
there be any guarantee that the Group, or any of its divisions,
will be commercially successful in the future, or achieve any
particular credit 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 strategic actions
announced in January 2016, the creation and operation of NBS,
or the transactions with GSK, Lilly and CSL 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; our ability to obtain
or maintain proprietary intellectual property protection,
including the ultimate extent of the impact on Novartis of the
loss of patent protection and exclusivity on key products which
commenced in prior years and will continue this year;
unexpected safety, quality or manufacturing issues; global
trends toward health care cost containment, including ongoing
pricing pressures, in particular from increased publicity on
pharmaceuticals pricing; uncertainties regarding actual or
potential legal proceedings, including, among others, actual or
potential product liability litigation, litigation and investigations
regarding sales and marketing practices, government
investigations and intellectual property disputes; general
economic and industry conditions, including uncertainties
regarding the effects of the persistently weak economic and
financial environment in many countries; uncertainties
regarding future global exchange rates, including the continued
significant increase in value of the US dollar, our reporting
currency, against a number of currencies; uncertainties
regarding future demand for our products; uncertainties
involved in the development of new healthcare products;
uncertainties regarding potential significant breaches of data
security or disruptions of our information technology systems;
and other risks and factors referred to in Novartis AG’s current
Form 20-F on file with the US Securities and Exchange
Commission. Novartis is providing the information in these
materials as of this date and does not undertake any obligation
to update any forward-looking statements as a result of new
information, future events or otherwise.

An Indian child wears glasses to protect her eyes following surgery. The operation was supported by the
charity SEE International, which provides sight-saving treatment to people in remote regions of the world,
and which receives support from the Alcon Division of Novartis.
Back cover
A scientist wears protective clothing as part of a strict anti-contamination protocol at a Novartis cell
processing facility in the US state of New Jersey.
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