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Summary of key dis-synergy risks for Novartis

Multiple factors have been considered in evaluating

the Spin-off, including a number of benefits in addition

to certain dis-synergies and risks. Sandoz and
Innovative Medicines have been housed together for

decades, and there will be dis-synergies when the two

separate and become competitors in certain product
markets. These potential dis-synergies and risks are
summarized below.

 Currently, Innovative Medicines and Sandoz share

the same biologic manufacturing facilities and
technical research and development function. To
facilitate the separation, Novartis expects to provide
Sandoz with supply from its biologic manufacturing
facilities for an initial term of up to 10 years (subject
to a possible extension depending on the product
category) and biologic technical research and

Required steps for the
proposed Transaction

Provided that the Spin-off Distribution is approved
at the General Meeting, Novartis will implement the
Transaction through the following main steps:

e Completion of the internal transactions: Transfer
of the Sandoz business and Sandoz subsidiaries

« Sandoz as an independent Generics company will
represent a separate company with a commercial
incentive to challenge the intellectual property (“IP”)
and regulatory protections critical to Innovative
Medicines. In common with other Generics
companies, Sandoz may begin challenging such
protections after the companies are separate, which
could result in Novartis incurring incremental costs
in the defense of its IP and lost sales.

Although Novartis faces competition from existing
generic versions of its products whose legal and
regulatory exclusivity has expired, Novartis currently
prohibits Sandoz from “genericizing” its branded
pharmaceuticals, which partially preserves the
ability of Innovative Medicines to sell these products
(under the same brand as the original product) at

a premium. Once separate, Sandoz will be able to
sell (as with existing Generics companies) generic
versions of these products at potentially lower
prices, increasing the marketplace competition
faced by own products of Novartis.

Sandoz has historically distributed unbranded
generic versions of Novartis products as
“authorized Generics”. When entered into between
unrelated market participants, such authorization
arrangements are complex and can involve
protracted negotiations and costs, which the
current relationship of Novartis with Sandoz
avoids?7. While authorized Generics are not a
meaningful component of the results of operations
of either Novartis or Sandoz, Innovative Medicines
will lose access to this relatively quick-to-market
and licence fee income stream, which could
incrementally have an adverse effect on the
margins of Novartis.
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development services for an initial term of five years
(subject to a possible extension by mutual consent
for an additional two years) for existing products
and existing pipeline projects, at arm’s length terms.
As a result, Novartis may have less flexibility during
that period to optimize its biologic manufacturing
for its own products (or those of other third parties).
In addition, while Novartis intends to retain the
personnel involved in its technical research and
development, and control the flow of information
(such that only information about Sandoz products
passes to Sandoz) to protect valuable trade secrets
of Novartis, pursuant to these arrangements,
Novartis will perform technical research and
development services, which involve its proprietary
know-how, for Sandoz. This might effectively enable
a competitor and create the incremental potential
for disclosure or misuse of Novartis trade secrets
and know-how, particularly in connection with tech
transfer at the end of such arrangements.

Even though some of the potential risks will be
mitigated by undertakings and restrictive covenants
in the separation and distribution agreements,
Sandoz may seek to initiate legal challenges to these
restrictions, or they may not be effective to mitigate
these potential risks and potential dis-synergies

may materialize immediately after expiry of the
relevant restrictions.

Notwithstanding these risks, the Novartis Board of
Directors believes that the potential benefits of the
separation outweigh the potential downsides. For
other risks associated with the Spin-off, please refer
to the Sandoz Listing Prospectus.

to Sandoz entities such that Sandoz holds, directly
or indirectly, the businesses formerly constituting
the Sandoz business of Novartis, comprising its
Generics and Biosimilars operations. Closing of
certain internal transactions will be deferred until
after the Spin-off Distribution (and be implemented
after certain conditions are satisfied).

Execution of separation and distribution
agreement: Signing of a separation and distribution
agreement among Novartis and Sandoz as well as
ancillary agreements related to the Transaction,
which will govern the relationship between Novartis
and Sandoz following the Spin-off and allocate
between Novartis and Sandoz various assets,
liabilities and obligations, including employee
benefits, intellectual property and tax-related assets
and liabilities (see “Description of the proposed
Transaction - Summary of key terms of the
separation and distribution agreement”

on p. 27 below).

Novartis capital reduction: Implementation of

the reduction of the share capital of Novartis if
approved by the General Meeting. If this step were
not performed for any reason, the Spin-off would
have tax implications at the level of Novartis as well
as for Novartis shareholders (see “Overview of the
proposed Transaction - Summary” on p. 9 above).

Listing of Sandoz Shares and satisfaction of
conditions precedent: Obtaining the necessary
approvals for the listing of the Sandoz Shares on
the SIX Swiss Exchange. Also, the other conditions
precedent (including no order prohibiting and

no other event outside the control of Novartis
preventing the Spin-off to occur; and no material
adverse change?®) must equally be satisfied

(or, if permissible, waived by the Novartis Board

of Directors).

Distribution of Sandoz Shares to Novartis
shareholders and of Sandoz ADRs to Novartis
ADR holders: By way of the Spin-off Distribution,
the Novartis shareholders will receive 1 Sandoz
Share for every 5 Novartis Shares and Novartis
ADR holders will receive 1 Sandoz ADR for every
5 Novartis ADRs held.

Result of the Spin-off: As a consequence of the
distribution, Sandoz will become an independent,
publicly traded company.
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Summary of key terms
of the separation and
distribution agreement

Prior to the completion of the Spin-off, Novartis
intends to enter into a separation and distribution
agreement and several other agreements with Sandoz
to effect the separation and provide a framework

for the ongoing relationship between Sandoz and
Novartis after the Spin-off.

In addition to governing the relationships between
Novartis and Sandoz subsequent to the completion
of the Spin-off, these agreements will provide for

the separation of the assets, employees, liabilities
and obligations (including investments, property and
employee benefits and tax liabilities) that constitute
the Sandoz business, and provide for the provision of
services between Novartis and Sandoz, to allow each
business to operate separately as well as to support
business continuity following the Spin-off.

In particular, the separation and distribution
agreement will set out the terms and conditions
governing the transfer of assets to, and assumption
of liabilities by, each of Novartis and Sandoz as part
of the Internal Transactions so that, at the time of the
Distribution, each of Novartis and Sandoz (i) holds
the assets which, in the case of Sandoz, relate to

the Sandoz business and, in the case of Novartis,
relate to the businesses retained by Novartis, and (ii)
retains or assumes (as applicable) liabilities including
pending and future claims, which relate to such
business (whether arising prior to, at, or after the
date of execution of the separation and distribution
agreement). The Separation and Distribution
Agreement will also set forth the basis on which

the Sandoz business and the Novartis business in
certain jurisdictions will continue to be held by the
relevant transferor, subject to applicable laws, for
the account, risk and benefit of, and at the cost of,
the relevant transferee, if the transfer thereof cannot
for regulatory or operational reasons occur prior to
the Spin-off. Regulatory approval in respect of the
transfer of the Sandoz entity in Egypt is currently
pending. If, at the time of entry into the Separation
and Distribution Agreement, any such approvals are
not expected prior to the Spin-off, the Separation and
Distribution Agreement will also set forth the basis
on which the relevant entities will continue to be held
by the relevant transferor, subject to applicable laws,
for the account, risk and economic benefit of, and the
cost of, the relevant transferee.

For further details on the key terms of the separation
agreements between Novartis and Sandoz please
refer to the Sandoz Listing Prospectus.
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Proposal of the Board of Directors
to the General Meeting

Proposal of the Novartis Board of Directors to the General Meeting
under agenda item 1 “Special Distribution by Way of a Dividend in
Kind to Effect the Spin-off of Sandoz Group AG”

In order to implement the Spin-off, the Novartis Board The full text of the proposal of the Novartis Board
of Directors proposes to the Novartis shareholders of Directors follows on the next page.

to resolve upon the distribution of a dividend in kind,

consisting of 1 Sandoz Share for every 5 Novartis

Shares entitled to receive a dividend under agenda

item 1 “Special Distribution by Way of a Dividend in

Kind to Effect the Spin-off of Sandoz Group AG”.




The Board of Directors proposes to distribute,

by way of a dividend in kind, 1 share in Sandoz
Group AG (a “Sandoz Share”) for every 5 dividend-
bearing shares of Novartis AG* (the “Distribution”).
On the stand-alone balance sheet of Novartis

AG, the Distribution shall be made at the book
value of Sandoz Group AG (“Sandoz”), amounting
immediately prior to the Distribution to a total of
approximately CHF 5 billion (estimated) but in any
case not exceeding the retained earnings available
for special distribution of Novartis AG amounting
to CHF 23 890 416 766 (as of December 31, 2022
but after deduction of the ordinary dividend and
the capital reduction as resolved by the Annual
General Meeting on March 7, 2023, as well as a
transfer to legal reserves for treasury shares held
by foundations), and be booked against retained

earnings. The Board of Directors shall determine in
its discretion the treatment of fractions and holders

of physical share certificates (“Heimverwahrer”)
that do not provide on time the necessary details

to receive Sandoz Shares (it being understood that

respective Sandoz Shares shall generally be sold
and cash proceeds shall be delivered in lieu
of fractions or Sandoz Shares of such holders).

*No dividend in kind will be declared on treasury
shares held by Novartis AG or its fully owned
subsidiaries (excluding foundations).

(CHF)

Available earnings at the ordinary 41165 731 351

general meeting of March 7, 2023°

Resolution of the ordinary general
meeting on March 7, 2023

Payment of a gross dividend (before -7 057 566 272

taxes and duties) of CHF 3.20 on
2 205 489 460 dividend-bearing
shares' with a nominal value of
CHF 0.50 each

Reduction due to cancellation of -10 233 254 934

treasury shares approved on
March 7, 2023

Transfer to free reserves

Retained earnings carried forward 23 874 910 145

Dividend waived for additional treasury 15 506 621

shares held by the Company

Total retained earnings available for 23 890 416 766

special distribution at June 30, 2023
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The Distribution is subject to Novartis board and
shareholder approval, as well as the following
conditions precedent:

1. The Sandoz Shares shall have been admitted
to listing on the SIX Swiss Exchange as from
the ex-dividend date of the Distribution
(subject to technical deliverables only).

2. Sandoz shall have established a Level |
American Depositary Receipt (“ADR”) program
with respect to the Sandoz Shares (“Sandoz
ADR Program”) to enable distribution to
holders of Novartis ADRs issued pursuant
to the deposit agreement among Novartis,
JPMorgan Chase Bank, N.A. (‘UPMorgan”),
and all holders and beneficial owners from
time to time of Novartis ADRs.

The U.S. Securities and Exchange Commission
(“SEC”) shall have declared effective the
registration statement on Form F-6 filed by
Novartis and JPMorgan, on behalf of the

legal entity created by the Sandoz Deposit
Agreement to be entered into for the Sandoz
ADR Program, with the SEC pursuant to the
U.S. Securities Act of 1933, as amended, for
the registration of the Sandoz ADRs and no
stop order suspending the effectiveness of this
registration statement shall be in effect and no
proceedings for that purpose shall be pending
before or threatened by the SEC.

4. No order, injunction or decree issued by
any governmental authority of competent
jurisdiction or other legal restraint or
prohibition preventing consummation of the
separation of the Sandoz business and/or the
spin-off of Sandoz shall be in effect, and no
other event outside the control of Novartis shall
have occurred or failed to occur that prevents
the consummation of the separation of the
Sandoz business and/or the spin-off of Sandoz
(including, but not limited to, Novartis not being
able to complete the internal transactions to
separate the business currently constituting
the Sandoz business of Novartis from the other
businesses, due to elements outside of its
reasonable control).

5. No other events or developments shall have
occurred prior to the ex-dividend date of the
Distribution that, in the judgment of the Board
of Directors, would result in the separation
of the Sandoz business and/or the spin-off
of Sandoz having a material adverse effect
(including, but not limited to, material adverse
tax consequences or risks) on Novartis or
its shareholders.
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The Board of Directors shall (i) determine whether
these conditions precedent are satisfied and, to the
extent legally permissible, have authority to waive any
conditions precedent if such waiver is, in the judgment
of the Board of Directors, in the best interest of
Novartis and its shareholders; and (ii) set the record,
ex-dividend and settlement dates of the Distribution,
which shall occur as soon as practicable following the
satisfaction (or waiver) of these conditions precedent.

Proposal of the Novartis Board of Directors to the General
Meeting under the agenda item 2 “Reduction of Share Capital
in Connection with the Spin-off of Sandoz Group AG”

The Board of Directors proposes, subject to the
special distribution by way of a dividend in kind
to effect the spin-off of Sandoz Group AG
according to agenda item 1 being approved by
the General Meeting:

» To reduce the share capital by
CHF 22 774 777.52 (from CHF 1138 738 876.00
to CHF 1115 964 098.48) by way of an ordinary
capital decrease;

» To effect the capital reduction by reducing the
par value of the shares from CHF 0.50, each,
to CHF 0.49, each; and

- To allocate the reduction amount to the
other capital reserves under the statutory
capital reserve
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Procedure to receive

Sandoz Shares

Provided that the General Meeting approves the
Spin-off Distribution and the conditions precedent are
met (or, if permissible, waived by Novartis), Novartis
will distribute to its shareholders, as a pro rata
dividend, 1 Sandoz Share for every 5 Novartis Shares
held or acquired and not sold or otherwise disposed
of by such holders prior to the close of business

on the Cum Date (for more details, please refer to
“Overview of the proposed Transaction - Indicative
timeline”, p. 10 above). For information on the
procedures for holders of Novartis ADRs to receive
Sandoz ADRs, see the “Appendix for ADR holders”
included herein.

Holders of Novartis Shares
inbook-entry formwitha
bank or broker

If you hold or have acquired and do not sell or
otherwise dispose of your Novartis Shares prior
to the close of business on the Cum Date, you will
not be required to take any action.

Holders of Novartis
physical share certificates
(Heimverwabhrer)

Together with the mail delivery of the invitation for the
General Meeting, all registered Novartis shareholders
holding physical share certificates who have previously
provided a valid mailing address to Novartis will receive
a notice with instructions on how to receive Sandoz
Shares in the Spin-off. If you hold Novartis physical
share certificates and provide your response by the
date specified in the notice by either (1) electing to
convert your Novartis physical share certificates into
electronic shares; or (2) providing separate custody
account details for the booking of Sandoz Shares

to be distributed in the Spin-off, your bank, broker

or other nominee is expected to credit the relevant
account with the Sandoz Shares you are entitled to
receive in the Spin-off on or shortly after the Ex Date,
at which time you should be able to commence trading
the Sandoz Shares you are allotted.

If Novartis does not receive full and correct details
of your securities account in accordance with the
instructions in the notice provided to you, you will
not receive Sandoz Shares in the Spin-off. In lieu of
receiving Sandoz Shares, UBS AG, as the settlement

agent, will sell the Sandoz Shares you are entitled to
receive and you will receive the aggregate net cash
proceeds of such sale if you have previously provided
valid payment details to Novartis. No interest will be
paid on any cash you receive in connection with

the Spin-off.

Please contact your bank or broker for further
information about your custody account. If you do not
receive such a notice from Novartis by August 28,
2023, please contact Novartis Share Registry during
regular Swiss business hours at +41 61324 7204 or
by email at share.registry@novartis.com.

Treatment of fractions

No fractional Sandoz Shares will be distributed in
connection with the Spin-off. Instead, UBS, as the
settlement agent, will aggregate all fractional Sandoz
Shares that Novartis shareholders would otherwise
have been entitled to receive and that have been
notified to UBS by the Novartis Share Registry or the
relevant deposit banks through SIX SIS into whole
Sandoz Shares and sell the whole Sandoz Shares in
the open market at prevailing market prices.

In due course after the Ex Date, the aggregate net
cash proceeds of such sales, net of brokerage fees
and other costs, will be distributed pro rata to the
relevant holders that would otherwise have been
entitled to receive the fractional Sandoz Shares. In the
case of fractional Sandoz Shares held in the custody
of custodian banks that do not report their fractional
Sandoz Shares to a SIX SIS participant, each such
custodian bank is expected to sell the fractional
Sandoz Shares in its custody and pay the aggregate
cash proceeds of the sales, net of brokerage fees
and other costs, pro rata to the relevant holders, and
net of any required withholding for taxes applicable
to each holder. Such sales will be made without any
influence by Novartis or Sandoz.

Sanctions compliance

Based on applicable sanctions laws, in particular the
provisions of the Swiss Ordinance on Measures in
connection with the Situation in the Ukraine of
March 4, 2022, as amended, the distribution of
Sandoz Shares to certain Novartis shareholders
may be restricted and necessary measures

may be determined.
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Overview of tax treatment
for Novartis shareholders

The following is a general summary of certain tax
consequences of the proposed Spin-off to Novartis
shareholders who are tax resident in Switzerland

or who are “US Holders”, as defined below. Tax
consequences are subject to changes in applicable
laws, including changes that could have retroactive
effect. This summary is not a complete analysis of

all potential tax effects relevant to the Spin-off, does
not purport to be a legal opinion or tax advice, and
does not address all tax aspects that may be relevant
to any particular Novartis shareholder. For more
information about the general tax consequences of
the Spin-off for Novartis shareholders, please consult
the Sandoz Listing Prospectus once available.

As tax consequences may be affected by the
provisions of any applicable tax treaties and each
shareholder’s particular circumstances, all Novartis
shareholders and ADR holders should consult
their own tax advisors regarding the potential
conseguences that the Spin-off may entail for
them personally.

Switzerland

General

The relevant Swiss tax consequences of the
Spin-off have been taken up with the competent
Swiss tax authorities. Novartis has received

written confirmations from the Swiss Federal Tax
Administration and from the tax administration of
the Cantons of Basel-Stadt and Zug addressing the
relevant Swiss tax consequences of the Spin-off.
The below analysis is based on the assumption that
the implementation of the Transaction is in line with
these written confirmations. Otherwise, different
tax consequences could arise.

Internal transactions

Regarding information on the Spin-off, please refer
to “Overview of the proposed Transaction”, in
particular “Summary”, p. 9 above.

Where the transfer of the Sandoz business to

Sandoz prior to the allocation and delivery of Sandoz
Shares in the Spin-off is done at tax book value for
the purposes of Swiss tax, it generally qualifies as a
Swiss tax neutral transfer for Novartis, Sandoz and
the transferred subsidiaries. This applies in particular
to the contributions by Novartis to Sandoz before the
Spin-off Distribution and has been confirmed in tax
rulings issued by the Swiss Federal Tax Administration

for the purposes of Swiss federal withholding tax
(Verrechnungssteuer) (“Withholding Tax”) and Swiss
federal stamp duties and with the tax administration of
the Cantons of Basel-Stadt and Zug for the purposes
of Swiss federal and Basel-Stadt and Zug cantonal
and communal corporate income taxes.

The Internal Transactions have no Swiss tax
consequences for Novartis shareholders.

Spin-off Distribution

The Spin-off Distribution qualifies as the second

step of the tax neutral demerger of Sandoz from
Novartis for Swiss tax purposes. For the purposes

of Withholding Tax and Swiss federal stamp duties,
this qualification has been confirmed for Novartis and
Sandoz in a tax ruling issued by the Swiss Federal
Tax Administration. For corporate income tax this
qualification has been confirmed for Novartis by the
cantonal tax authorities of Basel-Stadt and Zug.

A ruling with the cantonal tax administration of
Basel-Stadt also confirms the tax neutrality of the
Spin-off Distribution for Novartis shareholders who
are Swiss tax resident individuals holding their shares
as private assets provided the capital reduction is
performed (for tax consequences in case the capital
reduction is not performed see below) as well as
Swiss tax resident individuals holding the Novartis
Shares as business assets provided they maintain
the relevant tax and book values of their Novartis

and Sandoz Shares. A ruling with the cantonal tax
administration of Basel-Stadt also confirms the tax
neutrality of the Spin-Off Distribution for Novartis
shareholders who are legal entities tax resident in
Switzerland receiving Sandoz Shares, provided that
they maintain the relevant tax and book values of their
Novartis and Sandoz Shares (see explanations below).

No Withholding Tax will be levied on the Spin-off
Distribution as part of a tax neutral spin-off. It should
however be noted that, in the event that the reduction
of Novartis share capital concomitantly to the
Spin-off Distribution (see “Description of the proposed
Transaction - Required steps for the proposed
Transaction”, p. 27 above) is rejected by the General
Meeting or successfully challenged within the appeal
period, the issued capital in Sandoz will qualify as

a distribution to Novartis shareholders, subject to
Withholding Tax, levied at a rate of 35%

(or 53.8% in case the Withholding Tax is not

charged to the Novartis shareholders).
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In such case, Novartis shareholders who are Swiss
tax residents and hold the Novartis Shares as private
assets would be required to report the distributed
amount on their personal income tax return, and
would then be subject to Swiss federal, cantonal and
communal income tax on this amount. In the absence
of such reporting, the Withholding Tax levied would
not be refundable. As regards Novartis shareholders
who hold the Novartis Shares as Swiss business
assets, the Withholding Tax levied on such distribution
would generally be refundable.

Novartis shareholders who are tax residents abroad
may claim a partial refund of such Withholding Tax if
the country in which they reside has entered into a
bilateral treaty for the avoidance of double taxation
with Switzerland. No Swiss federal securities transfer
stamp duty (Umsatzabgabe) will become due on the
Spin-off Distribution.

The following Swiss individual and corporate income
tax consequences will in general result for Novartis
shareholders who are resident in Switzerland for tax
purposes and receive Sandoz Shares or cash in lieu
of (i) fractional shares or (ii) Novartis physical share
certificates (Heimverwahrer), subject to the capital
reduction (see above):

- Shareholders holding their Novartis Shares as
private assets (Privatvermdgen) will not be subject
to income tax on the Spin-off Distribution, unless
the shareholder classifies as a professional
securities dealer for tax purposes. The same Swiss
income tax treatment applies to such Novartis

shareholders who receive cash in lieu of fractional
shares or to Novartis shareholders holding physical
share certificates (Heimverwahrer) who receive
cash due to non-response.

Shareholders holding their Novartis Shares as
business assets (Geschaftsvermdgen) (which

also applies if Novartis Shares are held by a
professional securities dealer for tax purposes)
may realize a taxable income (or a tax deductible
loss) upon receipt of the shares corresponding to
the difference, if any, between (i) the aggregate tax
basis of the Novartis Shares and Sandoz Shares
held immediately after the Spin-off Distribution;
and (ii) the aggregate tax basis of the Novartis
Shares held immediately prior to the Spin-off
Distribution. Receipt of cash in lieu of fractional
shares will generally give rise to the recognition of a
capital gain or loss corresponding to the difference
between the amount of cash received and the
shareholder’s tax basis for such fractional shares.
The same Swiss income tax treatment applies to
such Novartis shareholders holding physical share
certificates (Heimverwahrer) who receive cash due
to non-response.

Shareholders who are not tax residents of
Switzerland are not subject to any Swiss federal,
cantonal and communal individual and corporate
income taxes, except if their Novartis Shares
are attributed to a permanent establishment
(Betriebsstatte) or a fixed place of business

in Switzerland.

A Return to contents page | For references, please see page 55
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United States

The following summary describes certain US federal
income tax consequences to holders of Novartis
Shares in connection with the Spin-off. For purposes
of this summary, references to Novartis Shares
include Novartis ADRs. This summary is limited to
“US Holders” as that term is defined below.

A “US Holder” is a beneficial owner of Novartis Shares
that is, for US federal income tax purposes: (a) an
individual who is a citizen or a resident of the United
States; (b) a corporation, or other entity taxable as

a corporation for US federal income tax purposes,
created or organized under the laws of the United
States or any state thereof or the District of Columbia;
(c) an estate, the income of which is subject to US
federal income taxation regardless of its source; or
(d) a trust if (i) a court within the United States is able
to exercise primary supervision over its administration
and one or more US persons have the authority to
control all of its substantial decisions or (ii) in the case
of a trust that was treated as a domestic trust under
law in effect before 1997, a valid election is in place
under applicable Treasury Regulations.

This summary does not discuss all tax considerations
that may be relevant to US Holders in light of their
particular circumstances, nor does it address the
consequences to US Holders subject to special
treatment under the US federal income tax laws.
Furthermore, this summary does not address any

tax consequences other than US federal income tax
consequences, such as US state or local or non-US
or non-income tax consequences.

General

Novartis has received a written ruling from the US
Internal Revenue Service (the “IRS” and such ruling
the “IRS Ruling”) and expects to receive written
opinions from its US tax advisors (the “Tax Opinions”)
addressing the US federal income tax consequences
of the Spin-off Distribution and the Internal
Transactions. The IRS Ruling and the Tax Opinions
rely upon certain facts, assumptions, representations
and undertakings from Novartis and Sandoz regarding
the past and future conduct of Novartis and Sandoz
businesses and other matters. If any of the facts,
assumptions, representations or undertakings
described therein are incorrect or not otherwise
satisfied, Novartis may not be able to rely upon

the IRS Ruling and the Tax Opinions. Accordingly,
notwithstanding the Tax Opinions and the IRS Ruling,
there can be no assurance that the IRS will not assert,
or that a court would not sustain, a position contrary
to one or more of the conclusions set forth below.

Internal transactions

For general information on the Spin-off, including

the Internal Transactions, please refer to “Overview

of the proposed Transaction”, in particular “Summary”,
on p. 9 above.

The Internal Transactions will include several
internal restructuring steps to separate the US
Sandoz business from Novartis, in preparation for
the Spin-off Distribution. Such internal restructuring
steps should not have material adverse US federal
income tax consequences to Novartis. The Internal
Transactions should not have any US federal income
tax consequences to US Holders.

Spin-off Distribution

The Spin-off Distribution should qualify for
nonrecognition of gain or loss for US federal income
tax purposes. Subject to the qualifications and
limitations set forth herein (including the discussion
below relating to the receipt of cash in lieu of
fractional shares), for US federal income tax purposes
no gain or loss should be recognized by, or be
includible in the income of, Novartis or a US Holder

as a result of the Spin-off Distribution.

If a US Holder receives cash in lieu of a fractional
share as part of the distribution, the US Holder will be
treated as though it first received a distribution of the
fractional share in the distribution and then sold it for
the amount of cash actually received. The US Holder
will generally recognize capital gain or loss measured
by the difference between the cash received for such
fractional share and the US Holder’s tax basis in

that fractional share. Such capital gain or loss will

be long-term capital gain or loss if the US Holder’s
holding period for the Novartis Shares is more than
one year on the date of the distribution. Certain US
Holders are eligible for reduced rates of taxation on
their long-term capital gains. US Holders of Novartis
physical share certificates (Heimverwahrer)

who receive cash due to non-response by
September 19, 2023 will be treated in the same
manner as US Holders who receive cash in lieu of a
fractional share for US federal income tax purposes.



FINANCIAL INFORMATION | 41

Financial information

Non-IFRS measure definitions and reconciliations

Core results

Sandoz core results - including core EBITDA, core
operating income and core net income - exclude fully
the amortization and impairment charges of intangible
assets, excluding software, net gains and losses on
fund investments and equity securities valued at fair
value through profit and loss and certain acquisition
and divestment-related items. The following items
that exceed a threshold of USD 25 million are also
excluded: integration- and divestment-related
income and expenses; divestment gains and losses;
restructuring charges/releases and related items;
legal related items; impairments of property, plant
and equipment; software and financial assets, and
income and expense items that management

deems exceptional and that are or are expected

to accumulate within the year to be over a

USD 25 million threshold.

Constant currencies

Changes in the relative values of non-US currencies
to the US dollar can affect the financial results and
financial position of Sandoz. To provide additional
information that may be useful to investors, including
changes in sales volume, Sandoz presents information
about its net sales and various values relating to
operating and net income that are adjusted for

such foreign currency effects. Constant currency

calculations have the goal of eliminating two
exchange rate effects so that an estimate can be
made of underlying changes in the combined income
statement excluding the impact of fluctuations in
exchanges rates:

« the impact of translating the income statements of
combined entities from their non-USD functional
currencies to USD;

 the impact of exchange rate movements on the
major transactions of combined entities performed
in currencies other than their functional currency.

Sandoz calculates constant currency measures by
translating the current year’s foreign currency values
for sales and other income statement items into

USD (excluding the IAS 29 “Financial Reporting in
Hyperinflationary Economies” adjustments to the local
currency income statements of subsidiaries operating
in hyperinflationary economies), using the average
exchange rates from the prior year and comparing
them to the prior year values in USD. Sandoz uses
these constant currency measures in evaluating its
performance, since they may assist the Company in
evaluating its ongoing performance from year to year.
However, in performing its evaluation, Sandoz also
considers equivalent measures of performance that
are not affected by changes in the relative value

of currencies.

Reconciliation of reported operating income to reported EBITDA and to core EBITDA

FY ended FY ended
In USD miillions December 31,2022 December 31, 2021
Reported operating income 1239 1394
Depreciation 236 253
Amortization 222 236
Impairments 34 36
Other 10 8
Reported EBITDA 1741 1927
Restructuring and related items 130 135
Legal-related items 56 43
Other 4 )
Core EBITDA 1931 2103
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Why is the proposed separation
of Sandoz structured as a spin-off?

Novartis believes that a tax-neutral distribution for
Swiss withholding and income tax and US federal
income tax purposes of all Sandoz Shares held by
Novartis to the Novartis shareholders is an efficient
way to separate the Sandoz business in a manner that
will create long-term value for Novartis, Sandoz and
their respective shareholders (see “Overview of tax
treatment for Novartis shareholders”, p. 35 f. above).

For the proposed Spin-off to be approved, how
many Novartis shareholders will have to vote

in favor of the corresponding proposal at the
General Meeting?

An absolute majority of the votes validly represented
at the General Meeting will be required for the
approval of the Spin-off (see “Description of the
proposed Transaction - Rationale for the Spin-off”,
p. 25 above).

What are the benefits that Novartis Board of
Directors perceives in proposing the Spin-off?

The Spin-off will enhance the strategic and
management focus of both Novartis and Sandoz, allow
Novartis and Sandoz to pursue independent growth
strategies, facilitate a more efficient capital allocation
and provide Sandoz with direct access to the capital
markets. Furthermore, the Spin-off will allow a better
alignment of incentives with performance objectives
and allow Sandoz and Novartis to set a more focused
investment thesis for their respective businesses

and separate financial prospects based on their
unigue investment identities (see “Description of

the proposed Transaction - Rationale for the
Spin-off”, p. 25 above).

What happens if Novartis shareholders
do not approve the Spin-off?

The Novartis Board of Directors is convinced of the
benefits of the Spin-off for Novartis shareholders
and unanimously recommends to all shareholders
to vote in favor of the corresponding proposal at the
upcoming General Meeting.
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Should the Spin-off not be approved, Sandoz will
remain a business unit within Novartis and Novartis
will continue to operate both the Sandoz business
(i.e., the Generics and Biosimilars businesses)

and the Novartis business (i.e., the Innovative
Medicines business).

What happens if Novartis shareholders approve
the Spin-off, but not the proposed reduction of
Novartis share capital?

The purpose of the proposed capital decrease is

to avoid that the Spin-off results in a distribution

to the holders of Novartis Shares in the amount
corresponding to the issued share capital of Sandoz
(i.e., the number of shares times the nominal amount
of CHF 0.05 per share). If the capital decrease is not
approved (or not fully implemented for any reason),
the Spin-off Distribution would be subject to (i) Swiss
withholding tax at the level of Novartis at a rate of
35% (respectively 53.8% in case not charged to the
shareholders, but borne by Novartis); and (ii) Swiss
income tax at the level of Swiss resident individuals
holding Shares as private assets, both on the amount
of issued share capital of Sandoz Group AG.

How will the proposed Spin-off
of Sandoz from Novartis work?

To accomplish the Spin-off, Novartis AG will distribute
all of the Sandoz Shares held by Novartis AG to
Novartis shareholders on a pro rata basis (i.e., in
accordance with the distribution ratio; see “Overview
of the proposed Transaction - Summary”, p. 9 above
and “Description of the proposed Transaction -
Required steps for the proposed Transaction”,

p. 27 f. above). You will not receive fractional

Sandoz Shares and will instead receive cash upon
the sale of the aggregated fractional Sandoz Shares.
For more information, see “Procedure to receive
Sandoz Shares - Treatment of fractions”, p. 33 above.
Following the Spin-off, Sandoz will be an independent,
publicly traded company.
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What are the relevant dates for my
entitlement to receive Sandoz Shares?

Please refer to “Overview of the proposed Transaction
- Indicative timeline”, p. 10 above.

When will trading in the Sandoz Shares start?

Trading in the Sandoz Shares is expected to start

on the Ex Date which will be October 4, 2023 at the
earliest (see “Overview of the proposed Transaction -
Indicative timeline”, p. 10 above).

When will | receive the Sandoz Shares?

Please refer to the timeline included in this brochure
(see “Overview of the proposed Transaction -
Indicative timeline”, p. 10 above). It is expected

that Sandoz Shares will be credited to Novartis
shareholders on or shortly after the Ex Date (which
will be October 4, 2023 at the earliest) so as to allow
that trading in Sandoz Shares can start on such date.

What do | have to do to receive Sandoz Shares?

Novartis shareholders will not be required to take any
action, pay any cash, deliver any other consideration,
or surrender any Novartis Shares in order to receive
Sandoz Shares. Special rules apply to holders of
physical share certificates (Heimverwahrer).

For steps to be taken by holders of physical share
certificates, see “Procedure to receive Sandoz
Shares”, p. 33 above.

Do | have to pay any consideration in order
toreceive Sandoz Shares allocated tomein
the Spin-off? Will there be any transaction
costs for me?

No consideration will have to be paid in order to
receive Sandoz Shares.

As a general rule, the receipt of any Sandoz Shares
pursuant to the Spin-off Distribution is free of charge,
but may be subject to any fees. If in doubt, please
consult your bank or broker.

What happens if the number of Novartis
Shares held by me is not a multiple of 5?

You will receive compensation in cash resulting from
the sale of the aggregate of all fractional Sandoz
Shares in the open market at prevailing market
prices (see “Procedure to receive Sandoz Shares -
Treatment of fractions”, p. 33 above).

A Return to contents page

What are the tax consequences for me as
a Swiss Novartis shareholder?

For a summary of certain tax consequences in
Switzerland, please refer to the section “Overview
of tax treatment for Novartis shareholders -
Switzerland”, p. 35 f. above.

Any Novartis shareholders who are in doubt as

to their tax position should consult their own tax
advisor regarding the specific federal and local tax
consequences applicable to them in connection
with the receipt of Sandoz Shares.

What are the US federal income tax
consequences of the Spin-offtomeasa
US Holder, as defined above?

For a summary of certain tax consequences to US
Holders, please refer to the section “Overview of tax
treatment for Novartis shareholders - United States”,
p. 39 above.

US Holders should consult their own tax advisors
regarding the specific consequences applicable
to them in connection with their receipt of Sandoz
Shares in the Spin-off.

What will happen to the price of Novartis
Shares following the Spin-off?

Novartis expects the trading prices of Novartis Shares
at market opening on the Ex Date to be lower than

the trading prices at market close on the Cum Date
because the trading prices will no longer reflect the
value of the Sandoz business.

No assurance can be given that the aggregate market
value of the Novartis Shares and the Sandoz Shares
following the Spin-off will be higher or lower than the
market value of Novartis Shares if the Spin-off did

not occur, i.e., the combined trading prices of one
Novartis Share and 1/5th Sandoz Share after the

Ex Date (representing the number of Sandoz Shares
to be received per every one Novartis Share in the
distribution) may be equal to, greater than or less than
the trading price of one Novartis Share before the

Ex Date. Please also refer to the section “Risk
Factors” in the Sandoz Listing Prospectus.
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Will the number of Novartis Shares | own
change as aresult of the Spin-off?

No, the number of Novartis Shares you own will
not change as a result of the Spin-off.

How will the Spin-off impact the
Novartis dividend payout?

Regardless of the separation of Sandoz, Novartis
intends to continue paying a strong and growing
dividend in Swiss francs, building on the CHF 3.20

per Novartis Share approved by Novartis shareholders
at the Novartis Annual General Meeting held on

March 7, 2023.

Can |l buy Sandoz Shares now?

No, currently there is no public market for Sandoz
Shares (see “Description of Sandoz following approval
and implementation of the proposed Transaction -
Listing and trading of Sandoz Shares”, p. 23 above).

What happens if | sell my Novartis Shares
prior to the Spin-off?

If you sell your Novartis Shares prior to the Cum
Date, close of business, you will neither be eligible
to receive Sandoz Shares nor cash payments for
fractional shares.

Canl elect not to receive Sandoz Shares?

No. Provided that the General Meeting approves the
Spin-off Distribution and the conditions precedent
for it are met (or waived by Novartis), each Novartis
shareholder that holds or acquires and does not sell
or otherwise dispose of his or her Novartis Shares
prior to the close of business on the Cum Date will
receive Sandoz Shares (see “Procedure to receive
Sandoz Shares”, p. 33 f. above). If you do not wish to
hold any Sandoz Shares, you will be able to sell all
or part of your Sandoz Shares received as dividend
in kind after the start of trading of Sandoz Shares.
Special rules apply to holders of physical share
certificates (Heimverwahrer), see “Procedure to
receive Sandoz Shares - Holders of Novartis
physical share certificates (Heimverwahrer)”,

p. 33 above.
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| am registered on the Novartis share register.
What do | have to doin order to be registered
on the Sandoz share register?

Novartis shareholders registered on the Novartis
share register will not be automatically registered on
the Sandoz share register, but to facilitate prompt
registration following the Spin-off, Sandoz will receive
data from the Novartis share register. Please contact
your bank or broker if you wish to register your
Sandoz Shares following the Spin-off. In case you

do not want Sandoz to receive your data from the
Novartis share register, please contact Novartis
Share Registry during regular Swiss business hours
by telephone at +41 61324 7204 or by email at
share.registry@novartis.com. For any restrictions
related to the registration with voting rights, please
refer to “Description of Sandoz following approval and
implementation of the proposed Transaction -

Key provisions in the Articles of Association”,

p. 22 f. above.

Are there risks associated with
owning Sandoz Shares?

Yes. Ownership of Sandoz Shares is subject to both
general and specific risks relating to the Sandoz
business, the industry in which Sandoz operates, its
ongoing contractual relationships with Novartis and

its status as a separate, publicly traded company.
Ownership of Sandoz Shares is also subject to risks
relating to the Spin-off. Material risks associated with
the Sandoz Shares are disclosed in the Sandoz Listing
Prospectus (see “Important information”, p. 4 above
and “Contact information”, p. 47 below.

What will happen to the Novartis
Shares following the Spin-off?

There will be no change as to the trading of Novartis
Shares after the Spin-off and they will continue to
trade on the SIX Swiss Exchange under the ticker
symbol “NOVN”.

a7

Contact
INformation

For further information about
the Spin-off, Novartis or Sandoz,
please refer to:

Websites

General information on Novartis for investors
www.novartis.com/investors

General information on Sandoz
www.sandoz.com

Information about the Spin-off in particular
www.novartis.com/news/sandoz-spinoff

Sandoz Listing Prospectus
www.sandoz.com/prospectus

Novartis e-mail distribution list
www.novartis.com/news/stay-up-to-date

Novartis financial reports
www.novartis.com/investors/financial-data

Novartis corporate calendar
www.novartis.com/investors/event-calendar

Contact Novartis Investor Relations

Phone:
+4161324 72 04

Email:
investor.relations@novartis.com

Contact Sandoz Investor Relations

Email:
investor.relations@sandoz.com

Alternatively, contact your bank or
broker for further information

Copies of this brochure, any amendments thereto,

the Articles of Association of Novartis AG and Sandoz
Group AG and of the invitation to the General Meeting
are available free of charge from Novartis AG, Share
Registry, Forum 1-2.77, 4002 Basel, Switzerland, fax:
+41 61324 32 44, e-mail share.registry@novartis.com.
This brochure and any amendments thereto are

made available on the website of Novartis AG
(www.novartis.com/egm), and under
www.sandoz.com/shareholder-brochure.


mailto:share.registry@novartis.com
http://www.novartis.com/investors
http://www.sandoz.com
http://www.novartis.com/news/sandoz-spinoff
http://www.sandoz.com/prospectus
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http://www.novartis.com/investors/financial-data
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mailto:investor.relations%40novartis.com?subject=
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http://www.sandoz.com/shareholder-brochure
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Appendix for Novartis ADR holders

This appendix is intended to provide holders of
Novartis American Depositary Receipts (“Novartis
ADRs”) with supplementary information specifically
regarding the receipt of Sandoz American Depositary
Receipts (the “Sandoz ADRS”) in the Spin-off,

which is to be read in conjunction with the Novartis
Shareholder Information Brochure on the Spin-off
dated August 18, 2023 (the “Shareholder Brochure”).

Capitalized terms not defined herein have the meaning
as described in the Shareholder Brochure.

Sandoz ADR program

Sandoz will establish a Level | ADR program (the
“Sandoz ADR Program”). The Sandoz ADRs will be
negotiable certificates representing ownership in
Sandoz and will be quoted and traded in US dollars on
the over-the-counter market in the US. One Sandoz
ADR will equal one Sandoz Share and have indirectly
the same voting rights, subject to the provisions of the
deposit agreement among the Company, the Sandoz
ADR Depositary (as defined below) and all holders
and beneficial owners from time to time of Sandoz
ADRs issued thereunder (the “Sandoz ADR Deposit

Agreement”). Dividends payable on Sandoz ADRs, if
any, will be equivalent to dividends paid on the Sandoz
Shares and will be converted into US dollars by the
depositary bank as provided for in the Sandoz
Deposit Agreement.

The Sandoz ADRs will not be listed on a US national
securities exchange, and the Company will not be
subject to the reporting requirements under the US
federal securities laws as a result of the Sandoz ADR
Program. JPMorgan will serve as the depositary for
the Sandoz ADRs (the “Sandoz ADR Depositary”).
The Sandoz ADR Depositary will maintain the register
of the Sandoz ADR holders, serve as transfer agent,
distribute dividends, facilitate proxy voting process
and exercise voting rights on behalf of ADR holders.
The contact information for the Sandoz

ADR Depositary is set forth below.

JPMorgan Chase Bank, N.A.

383 Madison Avenue, Floor 11

New York, New York, 10179

Attention: Depositary Receipts Group

E-mail address: DR_Global_ CSM@jpmorgan.com



mailto:DR_Global_CSM@jpmorgan.com
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Indicative timeline for Novartis ADR holders

The Novartis Board of Directors expects that the Spin-off will occur on or around October 4, 2023.

The final dates are, among other things, dependent on all conditions to the Spin-off being met within the
currently expected timeframe and may therefore be subject to change. Novartis will provide updates as
additional information becomes available.

At the earliest, the proposed Transaction could be completed according to the following timeline, including
the following dates relevant for Novartis ADR holders:

Indicative timeline'?

September 15, 2023 -

General Meeting
g September 21, 2023

Last day for conversion of Novartis ADRs
into Novartis Shares and for registration or
de-registration of Novartis ADRs with the
Novartis ADR depositary before completion
of the Spin-off™®

October 3, 2023, close of business —— October 3, 2023, close of
Cum-dividend date (last day of trading of business or shortly thereafter*
Novartis ADRs including the right to receive Distribution of Sandoz ADRs to
Sandoz ADRs; the “Cum Date”) Novartis ADR holders

October 4,2023 e

Ex-dividend date (first day of trading of the
Novartis ADRs excluding the right to receive
Sandoz ADRs; the “Ex Date”)

—_— October 6,2023

First day for conversion of Novartis ADRs

into Novartis shares and for registration or

de-registration of Novartis ADRs with the

Approximately within 2 weeks after == Novartis ADR depositary after completion
October 4, 2023 of the Spin-off's

Distribution of net cash proceeds
for fractions of Sandoz ADRs'®

A Return to contents page

Procedure toreceive
Sandoz ADRs

Provided that the General Meeting approves the
Spin-off Distribution and the conditions precedent are
met (or, if permissible, waived by Novartis), Novartis
will distribute to Novartis ADR holders (as well as
holders of Novartis Shares, as described in more
detail in the Shareholder Brochure), as a pro rata
dividend, 1 Sandoz ADR for every 5 Novartis ADRs
held or acquired and not sold or otherwise disposed
of by such holders prior to the close of business

on the Cum Date. JPMorgan, as the Novartis ADR
depositary (the “Novartis ADR Depositary”), will
arrange for the distribution of the Sandoz ADRs

to the holders of Novartis ADRs.

If you hold or have acquired and do not sell or
otherwise dispose of your Novartis ADRs prior to

the close of business on the Cum Date, you will not
be required to take any action. The Sandoz ADRs

will not be listed on a US stock exchange and will
only be quoted and traded on the US over-the-
counter markets, where they are expected to start

to be transferable on October 4, 2023, the Ex Date.
However, we urge you to contact your custodian bank
or broker for further information. Liquidity on the
over-the-counter markets, especially initially following
the closing of the Spin-off, may be limited. Please also
consult the Sandoz Listing Prospectus, in particular
section “Risk Factors”.

Holders of Novartis ADRs
held in book-entry form with
abank or broker

Holders of Novartis ADRs that are held in street
accounts and that are not sold or otherwise disposed
of prior to the close of business on October 3, 2023,
the Cum Date, are expected to be able to transfer the
Sandoz ADRs which they are allotted in the Spin-off
on or after October 4, 2023 through their intermediary
or broker. The allocation of the Sandoz ADRs to
book-entry accounts of holders of Novartis ADRs is
expected to be settled on October 6, 2023 via the
DTC system into the custody accounts of custodian
banks or brokers that are direct participants in

the DTC system. Holders should consult with their
intermediary or broker concerning the date as of
which they can expect to begin transferring their
Sandoz ADRs.

Holders of registered
Novartis ADRs

For holders of Novartis ADRs that are registered with
the Novartis ADR Depositary, and that are not sold or
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otherwise disposed of prior to the close of business
on the Cum Date, the Novartis ADR Depositary will
distribute a confirmation of the uncertificated holdings
of Sandoz ADRs to such holders in paper mail form
and such holders are expected to be able to transfer
the Sandoz ADRs which they are allotted in the

Spin off-on or after October 4, 2023.

Treatment of fractions

The Sandoz ADR Depositary will not distribute any
fractional ADRs in connection with the Spin-off.
Instead, the Novartis ADR Depositary, will aggregate
all fractional Sandoz ADRs that Novartis ADR holders
would otherwise have been entitled to receive into
whole Sandoz ADRs and sell the whole Sandoz ADRs
in the open market at prevailing market prices.

The aggregate net cash proceeds of such sales, net
of brokerage and ADR depositary fees and other
costs and expenses, will be distributed pro rata to

the relevant holders that would otherwise have been
entitled to receive the fractional Sandoz ADRs (based
on the fractional Sandoz ADR each such holder would
otherwise be entitled to receive). The cash you receive
in lieu of a fractional Sandoz ADR will generally be
taxable to you for US federal income tax purposes
and may, in certain circumstances, be taxable to you
for Swiss income tax purposes. See “Tax treatment”
below for more information.

Registrationin the Sandoz
share register and voting

Sandoz ADR holders have the rights enumerated in
the Sandoz Deposit Agreement (such as the right to
give voting instructions and to receive dividends). The
Sandoz ADR Depositary holds the Sandoz Shares
underlying the Sandoz ADRs and is registered as a
shareholder in the Sandoz share register. An ADR is
not a share, and an ADR holder is not a shareholder
of Sandoz. Each Sandoz ADR represents one Sandoz
Share. Sandoz ADR holders exercise their voting
rights by instructing the Sandoz ADR Depositary

to exercise their voting rights. The Sandoz ADR
Depositary will send a notice of meeting and proxy
forms to such holders at the request of Sandoz.

Tax treatment

Generally, the tax treatment to Novartis ADR

holders will be the same as for Novartis shareholders
with respect to the Spin-off for Swiss tax and US
federal income tax purposes. Please refer to the
section “Overview of tax treatment for Novartis
shareholders” on p. 35 in the Shareholder

Brochure for more details.
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Q&A for Novartis ADR holders

For general questions regarding the Spin-off, please refer to the section “Q&A” in the Shareholder Brochure.
Below are questions and answers that are specific to ADR holders.

If | currently hold Novartis ADRs, what kind of
Sandoz security will | receive in the Spin-off?

Sandoz intends to sponsor a Level | ADR program for
the Sandoz ADRs which will be distributed to Novartis
ADR holders in the Spin-off. The distribution will be
subject to customary fees in accordance with the
Novartis ADR program. The Sandoz ADRs will not be
listed on any exchange in the US but are expected to
trade in the US over-the-counter market. A registration
statement on Form F-6 will be filed for the Sandoz
ADRs (which will include the form of the Sandoz
Deposit Agreement as an exhibit containing all of

the terms and conditions of the Sandoz ADRs).

If I currently hold Novartis ADRs, what do
I need to do to receive Sandoz Shares instead
of Sandoz ADRs in the Spin-off?

Holders of Novartis ADRs who do not wish to receive
Sandoz ADRs in the Spin-off Distribution, but instead
wish to receive Sandoz Shares, will need to cancel
their Novartis ADRs sufficiently in advance of the
Spin-off to become a direct Novartis shareholder in
Switzerland prior to the Cum Date. See “Appendix

for Novartis ADR holders - Sandoz ADR program” on
p. 49 above and “Appendix for Novartis ADR holders -
Indicative timeline for Novartis ADR holders” on p. 50
above for more information on the expected timing.

When will Novartis ADRs cease to trade
including the right to receive Sandoz ADRs?

The last day of trading of Novartis ADRs on the New
York Stock Exchange including the right to receive
Sandoz ADRs will be the Cum Date. This means that
any Novartis ADRs that you hold or acquire and do
not sell or otherwise dispose of prior to the close of
business on the Cum Date will include the right to
receive Sandoz ADRs. Alternatively, if you purchase
a Novartis ADR on or after the Ex Date, the Novartis
ADR will reflect an ownership interest solely in
Novartis and will not include the right to receive

any Sandoz ADRs in the Spin-off.

A Return to contents page

What happens if | sell my Novartis ADRs
prior to the Spin-off?

If you sell your Novartis ADRs prior to the Cum
Date, close of business, you will neither be eligible
to receive Sandoz ADRs nor cash payments for
fractional Sandoz ADRs.

What will happen to the Novartis ADRs
following the Spin-off?

There will be no change as to the trading of Novartis
ADRs after the Spin-off, they will continue to trade
on the New York Stock Exchange under the ticker
symbol “NVS”.

What will happen to the price of Novartis
ADRs following the Spin-off?

Novartis expects the trading prices of Novartis ADRs
at market opening on the Ex Date to be lower than
the trading prices at market close on the Cum Date
because the trading price will no longer reflect the
value of the Sandoz business.

There can be no assurance that the aggregate
market value of the Novartis ADRs and the Sandoz
ADRs following the Spin-off will be higher or lower
than the market value of Novartis ADRs if the
Spin-off did not occur, i.e. the combined trading prices
of one Novartis ADR and 1/5th Sandoz ADR as of the
Ex Date (representing the number of Sandoz ADRs
to be received per every one Novartis ADR in the
Spin-off Distribution) may be equal to, greater than
or less than the trading price of one Novartis ADR
before the Ex Date.

What do | have to do to receive Sandoz ADRs?

Novartis ADR holders will not be required to take any
action, pay any cash, deliver any other consideration,
or surrender any Novartis ADRs in order to receive
Sandoz ADRs.

Canl elect not to receive Sandoz ADRs?

No. Provided that the General Meeting approves the
Spin-off Distribution and the conditions precedent

for it are met (or waived by Novartis), each Novartis
ADR holder that holds or acquires and does not sell
or otherwise dispose of his or her Novartis ADRs prior
to the close of business on the Cum Date will receive
Sandoz ADRs (see “Procedure to receive Sandoz
ADRs”, p. 51 above). Unlike the Novartis ADRs, the
Sandoz ADRs will not trade on a US national securities
exchange. As a result, any sales of Sandoz ADRs will
need to be made on the over-the-counter market.

We can provide no assurances that a liquid trading
market will develop for the Sandoz ADRs.

How does the Spin-off impact conversion
of Novartis ADRs into Novartis Shares?

September 21, 2023, is the last day on which Novartis
ADR holders can convert their Novartis ADRs into
Novartis Shares before the completion of the Spin-off
and vice versa. This date would also be the last date
for Novartis ADR holders to directly register or
de-register their Novartis ADRs with the Novartis ADR
Depositary, before the completion of the Spin-off.
Holders of Novartis ADRs will again be able to convert
their Novartis ADRs into Novartis Shares and to directly
register or de-register their Novartis ADRs with

the Novartis ADR Depositary after October 6, 2023.

What are the tax implications as an ADR holder?

For an overview of the tax consequences in Switzerland
and the United States, please refer to section “Overview
of tax treatment for Novartis shareholders” on p. 35 ff.
in the Shareholder Brochure.

Shareholders and ADR holders should consult their
own tax advisors regarding the specific consequences
applicable to them in connection with the expected
receipt of Sandoz Shares or ADRs in the Spin-off.
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Indicative only; earliest possible dates in best case scenario.
Novartis will provide updates as additional information
becomes available.

Shareholders should contact their bank or broker for further
information about their account and when they will be able
to begin trading their Sandoz Shares.

Details on Sandoz ADRs will be available shortly before
the Spin-off and will be published once available.

Expressed in GDP contribution through paid and unpaid
work as a result of quality-adjusted life-years gained and
number of patients reached.

A Generic product being defined as a unique combination of

international non-proprietary name (“INN”) and dosage form.

Estimated number of FTEs as of the date of the Spin-off.

Sandoz currently benefits by having ready access to
Innovative Medicines products’ marketing and regulatory
authorizations, and therefore does not need to enter

into lengthy negotiations with an independent innovator
company. Novartis, in turn, also avoids lengthy negotiations
with third party Generics companies and instead authorizes
Generics to Sandoz directly.

Includes events or developments that have occurred prior
to the ex-dividend date that, in the judgment of the Novartis
Board of Directors, would result in the Spin-off of Sandoz
having a material adverse effect (including, but not limited
to, material adverse tax consequences or risks) on Novartis
or its shareholders. E.g., such risks could arise under
certain circumstances if the Swiss or US tax rulings on

the material tax effects of the Spin-off fail to remain
effective and valid or the US tax opinions regarding certain
tax effects are not able to be delivered to Novartis at the
completion of the Spin-off.

10.

1.

12.

13.

14.

15.

16.
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Based on available earnings at December 31, 2022 minus
a transfer to legal reserves for treasury shares.

No dividend was declared on treasury shares held
by Novartis AG or its fully owned subsidiaries
(excluding foundations).

For additional questions regarding the Spin-off related
to ADR holders, see the “Appendix for ADR holders”
included herein.

Indicative only; earliest possible date in best case scenario.
Novartis will provide updates as additional information
becomes available.

From September 22, 2023 up to and including the Cum
Date, Novartis ADRs will trade with “due bills” representing
the entitlement to receive Sandoz ADRs in the Spin-off. A
Sandoz “due bill” is an instrument employed for the purpose
of evidencing the obligation of a seller of Novartis ADRs
during this time period to deliver such entitlement to a
subsequent purchaser.

Novartis ADR holders should consult with their intermediary
or broker concerning the date as of which they can expect
to begin transferring their Sandoz ADRs.

There will not be any “ex-distribution” or “when-issued”
trading of Sandoz ADRs before the Ex Date. This means

that Sandoz ADRs will not trade separately from Novartis
ADRs on the New York Stock Exchange (NYSE) and that any
Novartis ADRs purchased or sold on the NYSE prior to and
up to and including the Cum Date will include the right

to receive Sandoz ADRs.

For details regarding the treatment of fractional ADRs,
please refer to “Appendix for Novartis ADR holders -
Treatment of fractions”, p. 51.



Contact Novartis Investor Relations

Phone:
+416132472 04

Email:
investor.relations@novartis.com

Contact Sandoz Investor Relations

Email:
investor.relations@sandoz.com

Alternatively, contact your bank or broker for further information

Copies of this brochure, any amendments thereto, the Articles of Association
of Novartis AG and Sandoz Group AG and of the invitation to the General
Meeting are available free of charge from Novartis AG, Share Registry,
Forum 1-2.77, 4002 Basel, Switzerland, fax: +41 61324 32 44, e-mail
share.registry@novartis.com. This brochure and any amendments thereto
are made available on the website of Novartis AG (www.novartis.com/egm
and under www.sandoz.com/shareholder-brochure).
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