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1. Annex: financial statements of Novartis

NOVARTIS - Consolidated financial statements as of 31 December 2013

Income statement

Consolidated income statements

Full year (audited)
Restated !

FY 2013 FY 2012 Change
UsD m USD m UsD m

R 57920 56673 1247
Other revenues 911 888 23
Costofgoodssod 19608 -18756 -850
Grossproft 39223 38805 418
Marketing & Sales -14549 14353 196
Research & Development ... 982 -9332 -520
General & Administraton . -3080 -2937 = 123
Otherincome .. 1367 1049 318 __
Other expense -2 219 -2 039 -180
Operatingincome 10910 11193 -283
Income from associated companies . 800 552 .. 48
Interestexpense 683 724 4
Other financial income and expense -92 -96 4
Income before taxes ... 10735 10925 <190
Taxes -1 443 -1542 99
Net income 9 292 9 383 -9
Attributable to:

Shareholders of Novartis AG 9175 9270 -95
_ Non-controlling interests 117 113 4
Average number of shares outstanding —
Basic (million) 2 441 2418 23
Basic earnings per share (USD)? 3.76 3.83 -0.07
Average number of shares outstanding —
Diluted (million) 2 479 2 445 34
Diluted eamings per share (USD)? 3.70 3.79 -0.09

1 FY 2012 Other income and Other expense have been restated by an additional USD 318 million expense (USD 235 million after
taxes) to reflect the adoption of revised IAS 19 on Employee Benefits (see detailed explanation on pages 36 and 72)
% Earnings per share (EPS) is calculated on the amount of net income attributable to shareholders of Novartis AG.
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Balance sheet Condensed consolidated balance sheets (audited) O\\
Restated {b'%
Dec 31, Dec 31 ,@
2013 2042 % Change
USD m u UsD m
Assets @
Non-current assets @
Property, plant & equipment . ... 18197 18939 1258
Goodwill . 31026 31090 84
Intangible assets other than goodwill . 27841 30331 2490
Financial and other non-current assets 18 648 17 827 821
Total non-current assets 95712 96 187 -475
Current assets
lnventories ... 7267 6744 §23__
Trade receivables ... 9902 10051 -149__
Othercurrentassets ... 3392 3080 302
Cash and cash equivalents, marketable securities,
commodities and derivatives . _____ 9222 ¢ 8119 . 1103
Assets of disposal group held for sale 759 759
Total current assets 30 542 28 004 2538
Total assets 126 254 124 191 2 063
Equity and liabilities
Equity attributable to Novartis AG shareholders _ ___________ _ _____. 74343 B9 137 _5206__
Non-controlling interests 129 126 3
Total equity 74 472 69 263 5209
Non-current liabilities
Financialdebts . 1242 13781  -2539
Other non-current liabilities 14172 17 096 -2924
Total non-current liabilities 25414 30 877 -5 463

Current liabilities

Liabilities of disposal group held for sale 50 50
Total current liabilities 26 368 24 051 2317
Total liabilities 51782 54 928 -3 146
Total equity and liabilities 126 254 124 191 2063

7 The December 31, 2012 balance sheet totals have beaen restated by a net USD 25 million reduction to reflect the adoption of revised
IAS 19 on Employee Banefits (sea detailed explanation on pages 36 and 72)

Restated
Cash flow 2013 o
Mote  USD millions  USD millions
Statement Net income 9292 9383
Reversal of non-cash items 231 7 750 8073
Dividends received from associated companies and others 446 426
Interest received 40 49
Interest paid -609 -584
COther financial receipts 05 214
Other financial payments -22 -22
Taxes paid -2024 -2022
Cash flows before working capital and provision changes 14928 15507
Restructuring payments and other cash payments from provisions -1015 -1173
Change in net current assets and other operating cash flow items 23.2 -739 - 140
Cash flows from operating activities 13174 14194
Purchase of property, plant & equipment -3064 -2 688
Proceeds from sales of property, plant & equipment 60 g2
Purchase of intangible assets - 507 - 370
Proceeds from sales of intangible assets 154 163
Purchase of financial assets - 165 - 180
Proceeds from sales of financial assets 315 221
Purchase of other non-current assets -39 -57
Proceeds from sales of other non-current assets 17 18
Acquisitions of interests in associated companies — 52
Acquisitions of businesses 23.3 -42 - 1741
Purchase of marketable securities and commodities -278 -1639
Proceeds from sales of marketable securities and commodities 249 516
Cash flows used in investing activities -3352 -5675
Dividends paid to shareholders of Novartis AG -6100 -6030
Acquisition of treasury shares -2930 -505
Proceeds from exercise options and other treasury share transactions 1693 414
Increase in non-current financial debts 93 15979
Repayment of non-current financial debts -2022 -704
Change in current financial debts 596 -1737
Impact of change in ownership of consolidated entities 4 -6
Dividends paid to non-controlling interests and other financing cash flows -103 -86
Cash flows used in financing activities -8769 - 6675
Net effect of currency translation on cash and cash equivalents 82 -1
Net change in cash and cash equivalents 1135 1843
Cash and cash equivalents at January 1 5552 3709
Cash and cash equivalents at December 31 6687 5552

page 2



‘ o°®
q\ N

Financial accounting and financial statement analysis Solomon Ngahu - Reg No. 49000
S

O\
N

N\
3
>’

Segment report

Consolidated income statements — Segmentation — Full year $®
Vaccines and rporate
Phamaceuticals Alcon Sandoz Diagnostics Consumer Health %cL eliminations) Total Group
7 Restated " Restated "

FY 2013 FY 2012 FY 2013 Fr 2012 FY 2013 FY 2012 FY 2013 Fr 2012 FY 2013 FY 2012 FY 2013 FY 2012 FY 2013 FY 2012
USD m UsSDm UsSDm UsD m UsD m USDm USD m USD m UsSD m USD m USD m USD m USDm USD m

Net sales to third parties 3224 32 153 10 225

Sales to other segments 202 277
Notsales ofsegments . __ VMG 2430 1086 1020 93 __8SM1 2048 19 A0S TR 80 SW_ _WWN 56613

Oher revenues ... o S O SRy, .. SOt | SO SR .c.c SO .. L U . S . SN ORI, . RSN, .o O
Cost of goods sold £ 655 £ 578
Gross profit 26 323

Marketing & Sales

Other expense
Operating income 9 376 9 548 1232 1 465
as % of net sales 29.1% 29.9% 11.7% 14.3%
Income from associated companies

Interest expen

Other financial income and expense

Income before taxes

Net income

TFY 2012 Other income and Other expense have been restated by an additional USD 318 million expense (USD 235 million after taxes) to reflect the adoption of revised IAS 19 on Employee Benefits (see detailed
explanation on pages 36 and 72).

Key fIgUI'ES GROUP AND DIVISIONAL OPERATING PERFORMANCE
Key figures ’ .
Q42013 Q42012 % change FY 2013 FY 2012 % change
USDm USDm UsD o USDm USDm wusD &

Net sales 15078 14 828 2 4 57 920 56 673 2 4
Divisional operating
income 2551 2 560 o 10 11649 11952 -3 4
Corporate income &
expense, net -178 -159 -12 -9 -739 -T59 3 4
Group operating income 2373 2401 -1 10 10 910 11193

As % of net sales 15.7 16.2 18.8 19.8
Income from associated
companies 154 167 -8 -8 600 552 g 9
Interest expense -163 -199 8 19 -683 -724 6 6
Other financial income and
expense -42 -19 nm  nm 92 -96 4 30
Taxes -264 -328 20 9 -1443 -1 542 6 -1
Net income 2058 2022 2 13 9292 9383 -1 7
EPS (USD) 0.83 0.82 1 13 3.76 3.83 -2 6
Free cash flow’ 3319 3513 -6 9945 11383 -13
core’
Operating income 3 395 3594 -6 2 14 485 14 842 -2 3

As % of nef sales 225 242 250 262
Netincome 2955 3042 -3 4 12 533 12576 0 5
EPS (USD) 1.20 1.24 -3 4 5.09 5.15 -1 4
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Key figures by segment

CORE RESULTS - Reconciliation from IFRS results to core results — Group — Full year

Vaccines and

Phamaceuticals Alcon Sandoz Diagnostics Consumer Heatth Corporate Total
Restated’ Restated *
FY 2013 FY 2012 FY2013 Fy20M2 FY2013 Fy20M2 FY2o13 Fy2012 FY2m3 Fyapi2 FY2013 Fy 22 FY2mM3  Fy 2z

USDm  USDm USD m USDm  USDm USDm USD m USD m USDm  USDm USD m USDm  USDm_ USDm
Operating income 9376 9 598 1232 1465 1028 1091 -165 -250 178 48 -739 -759 10910 11193
Amortization of i ible assets 278 322 1989 1915 409 364 222 215 53 57 4 3 2 955 2876
Impairments

Financial assets 16 2 7 1 42 31 G5 34
Total impairment charges 74 238 61 17 17 46 8 12 40 10 59 33 259 356
Acquisttion-related items
Epense TG sa0  aed e T s I 331 Tad0
Total acquisition-related items, net 330 264 62 3 1 1 3N 330

Other exceptional tems

Additional exceptional expense 63 96 61 14 4 5 2 24 114 17 244 256
Total other exceptional items -205 55 82 37 87 -60 -55 27 44 39 66 30 87
Total adjustments 147 615 2462 2233 513 412 230 175 120 111 103 103 3575 3649
Core operating income 9523 10 213 3694 3698 1541 1503 65 -75 298 159 -636 -656 14485 14842
as % of nel sales 29.6% 31.8% 352% 362% 1668% 17.3% 3.3% -4.0% 7.3% 4.3% 250% 26.2%
Ihcome from sssocisted companies - 2 .____ 2 .5 LR N LS 50 ___ 600 ___ 592 _
Core adjustments to income from associated
companies, net of tax -16 277 219 277 203

Taxes (adjusted for above items)

Core net income

Core netincome to shareh

Core EPS (USD)

5.09 5.15

" 2012 Other income and Other expense have been restated by an additional USD 318 million expense (USD 235 million after taxes) to reflect the adoption of revised 1AS 19 on Employee Benefits (see detailed

explanation on pages 35 and 72)
2 201 3 adjusted for USD 44 million devaluation loss related to Venezuela.

FLYE

Supplementary tables: Full year — Net sales of the top 20 pharmaceutical products in 2013

us Rest of world Total
% change % change % change
in constant in constant % change in constant
Brands Business Franchise Indication USD m__ currencies USDm  cumencies USD m in USD currencies
Chronic myeloid
Gleevec/Glivec Oncology leukemia 1939 14 2754 ] 4693 0 1
Age-related
Lucentis Ophthalmics . maculardegeneration - 2383 ] L 2383 A . 1.
Relapsing multiple
Gilenya Neuroscience sclerosis 1023 41 911 94 1934 62 62

Chronic myeloid
Tasigna Oncology leukemia 428 22 838 36

Voltaren
(excl. other divisions) Established medicines Inflammation/pain 2 100 673 4

Attention deficit/

Ritalin/Focalin_____ | Established medicines _ ____ hyperactivity disorder 435 818 B 594 LA, 8 _
Comtan/Stalevo Neuroscience

TOBI . CiticalCare '~ Cysticfbrosis _ 268 28 1§ 2 387 2 2
Femara Oncology

Top 20 products total

Rest of portfolio

Total Division sales
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