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A

020 3A CHATER ROAD
March 12, 2002 HONG KONG

Re:  Submission Pursuant to Rule 12g3-2(b) by Roche Holding Ltd

Securities and Exchange Commission
450 Fifth Street, N.'W.

Washington, D.C. 2054% - o em k
3PP
A

Ladies and Gentlemen:

Enclosed please find copies of various presentation materials recently used
by Roche Holding Ltd (File No. 82-3315) at analyst and investor conferences and
now posted on Roche’s website, “roche.com.” A list of the presentations is
attached for your reference. These presentations are being furnished to the
Securities and Exchange Commission pursuant to Rule 12g3-2(b).

Please do not hesitate to call me if you have any questions.

Ulrika Ekman
ROCESSED

| MAR 27 2002

THOMSON
FINANCIAL

Enclosures



Securities and Exchange Commission 2 March 12, 2002

2/28/02 Annual Results Presentation in New York

2/27/02 | Annual Media Conference: text of speeches by
Franz B. Humer and Erich Hunziker

2/27/02 | Annual Media Conference: Presentation Slides (Humer
Speech)

2/27/02 Annual Media Conference: Presentation Slides (Hunziker
Speech)

2/27/02 Annual Media Conference: Pharmaceuticals Presentation

2/27/02 | Annual Media Conference: Diagnostics Presentation

2/27/02 Annual Media Conference: Vitamins and Fine Chemicals
Presentation




Furnished under Rule 12g3-2(b)
ROCHE HOLDING 82-3315

Roche Holding Ltd

28 February 2002 - Annual Results Presentation in New York

As Posted on Roche.com |

Furnished Under Rule 12g3-2(b)
Roche Holding 82-3315
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Media Release

Printable Version
Basel, 27 February 2002

Annual Media Conference

held at the Roche Forum Buonas on 27 February 2002, 10.00 h
C.ET.

Speeches English
(The spoken German text is definitive)

o Franz B. Humer
— Chairman of the Board of Directors and CEO Slides
o William M. Bumns
— Member of the Executive Committee and Head of
Pharmaceuticals Slides only
e Heino von Prondzynski
— Member of the Executive Committee and Head of
Diagnostics Slides only
o Markus Altwegg
— Member of the Executive Committee and Head of Vitam
Fine Chemicals Slides only
e Erich Hunziker
~ Member of the Executive Committee and Chief Financi
Officer Slides

Franz B. Humer
Ladies and Gentlemen,

My colleagues from the Executive Committee and | would like to
welcome you to Roche’s annual media conference. We are very
pleased to have this chance to inform you first hand about our r
for 2001 and Roche’s outlook.

In particular, | would like to thank you for accepting our invitation
us here on the beautiful Buonas Peninsula, in Roche’s new
management training and conference centre. Construction com
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in 1997 of what is, first and foremost, a visible sign of our comm
to promoting continuous exchange and development within the

Beyond that, however, it is also a symbol of our commitment to

Switzerland as a business location, with all its advantages for a

operating company. | am convinced that this new centre will allo
train and develop our international managers much more efficie
cost-effectively than before.

A couple of words about our schedule today. In a moment | will
an overview of Roche’s 2001 results, along with a summary of t
Group's prospects. Then the heads of the divisions will speak in
about their respective businesses. As usual, Bill Burns will repo
Pharmaceuticals, Heino von Prondzynski on Diagnostics, and D
Markus Altwegg on Vitamins and Fine Chemicals. Our CFO, Dr
Hunziker, will present the Group’s consolidated results and finan
performance in detail.

As always, you will have the opportunity to ask questions follow
presentations.

| would like to make a few additional remarks before turning to t
Roche Group's key performance figures for 2001.

In recent months — with good reason — there has been much d
about pro-forma financial results. Allow me to explain again, brie
we use pro-forma financials at Roche.

Since 1999 Roche has presented not only actual results but als
adjusted figures, with one-off, special items excluded. In both 19
2000 the adjusted figures were a good deal lower than the actua
results. The adjusted figures are compiled in a consistent and
transparent manner, and the principles Roche follows in produc
are summarised on page 74 of the Annual Report. By presentin
adjusted figures — based solely on continuing operations, with
effects of special items eliminated — alongside the actual result
make it easier, for us and for you, to compare current and future
consolidated results. This adds considerably to transparency.

Accordingly, for 2001 we are continuing this very practical way o
presenting our results, giving the consolidated figures on the on
and, using exactly the same principles as before, adjusted figure
special items excluded on the other. For example, the adjusted
omit the substantial gain of almost 4 billion francs on the sale of
Genentech shares in 2000, as well as the one-time Pharmaceut
Division restructuring costs and additional provisions for the vita
case in 2001.

In my presentation 1 will refer primarily to the adjusted figures, w
based purely on our continuing operations. Dr Hunziker will then
present the consolidated financial statements and explain the
adjustments in detail.

| come now to my overview of the key performance figures.

Group results — Another increase in sales and adjusted of
profit

In all of our core businesses we have achieved or surpassed the
objectives for 2001 that were published this time last year or at
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year media conference.

» Group sales rose 8% in local currencies — in other word
the effects of exchange-rate fluctuations eliminated — an
Swiss franc terms to over 29 billion Swiss francs.

o On an adjusted basis, there was a double-digit increase i
divisional cash-flow. Even in the consolidated financial
statements cash-flow was high, at 6.4 billion Swiss francs

e One very positive feature is that, as in 2000, we saw a ris
adjusted operating profit, which was up 11% to 4.8 billion
with increased sales and the Pharmaceuticals Division’s
restructuring programme, 'Reshaping for Future Growth',
major factors. 1t will take just one year for this programme
reach the payback point, not two, as originally planned.
Consolidated operating profit declined to 3.2 billion Swiss
This was due mainly to special items such as the gain on
sale of Genentech shares in 2000 and the restructuring ¢
the Pharmaceuticals Division and the provisions for the v
case in 2001.

o At 1.5 billion Swiss francs, full-year net financial income f
was roughly equal to financial income in the first half, as
predicted at mid-year. This decline in comparison with th
figure was due to the downturn on international stock ma
Even so, financial income was more than enough to cove
Group’s financial expenses.

o Adjusted profit before taxes was 5% higher than in the pr
year. Net income was down slightly, however, by 4%, as
of higher income taxes. Tax expenses were higher becau
operating income accounted for a considerably higher pr
of pre-tax income than in the past and because the gain
sale of LabCorp shares was taxed in the United States.
Consolidated net income amounted to 3.7 billion Swiss fr
marked decline from the previous year. This was due to t
same special items that influenced operating profit.

In view of the Group's good overall result, the Board of Directors
propose an increase in the dividend of 13%, to 1.30 Swiss franc
share and non-voting equity security, at the Annual General Me

16 April. If approved, this will be the fifteenth consecutive increa

In addition, the American economist Dr DeAnne Julius and the G
political scientist Horst Teltschik, Chairman of the Board of the Q
Foundation, will be nominated for election as new members of t
Roche Board of Directors.

Transparency improved — corporate governance strengthe
Apart from the improved comparability of our financial statemen
changes have been introduced to make the 2001 Annual Repor
transparent. Among other things, the 2001 figures include

a detailed breakdown of Pharmaceuticals profit by segme

Roche prescription drugs, Genentech prescription drugs

oTC

o expanded information about the composition of financial

o details of the compensation paid to members of the Boar
Directors and the Executive Committee

» information on payments made to the Group and statutor
auditors

¢ and information on the stock option programme for the G
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high-level employees; the programme results in no dilutio
value of Roche securities because the underlying non-vo
equity securities are bought on the stock market

In addition to the Board committees established in the past to en
that Group operations are managed and supervised with a focu
creating value, and which are made up of non-executive membe
the Board, in 2001 we reinforced the framework of corporate
governance at Roche by creating the post of Compliance Office
ensure that Roche's corporate principles are adhered to through
Group. And, in Finance, we established the post of Finance Ris
Manager to ensure that we have adequate controls in place in th
as well.

Strong increase in sales — Pharmaceuticals and Diagnostic
growth

A glance at the divisional sales figures shows that the 8% local

increase in Group sales revenues was driven by positive growth
Pharmaceuticals and Diagnostics Divisions.

Sales in the Pharmaceuticals Division increased by 1 billion Sw
francs to 18.7 billion, fuelled by very strong sales growth from n
oncology products like Mabthera/Rituxan, Herceptin and Xeloda
robust sales of established products such as CellCept, an
immunosuppressant used following organ transplantation. The g
of our top-selling products more than compensated for losses d
generic erosion and a downturn in sales of our anti-HIV medicin
Sales of anticancer medicines were up by two-thirds and alread
account for a quarter of our prescription drug sales. Roche is no
global sales leader in oncology.

With four products generating sales of 1 billion Swiss francs or m
the Pharmaceuticals Division has a much broader revenue base
did even a few years ago. As recently as 1997 Rocephin was ou
product in this league, whereas today it is joined by Roaccutane
CellCept and, most notably, Mabthera. And coming close to the
franc mark is Xenical, which last year posted sales of 960 millio
francs. With a total of 46 new molecular entities in development
including compounds for which we hold opt-in rights — our pipe
well stocked in terms of both the number of projects being pursu
more importantly, the quality of those projects.

With sales up 14% in local currencies, the Diagnostics Division
grew well ahead of the market. Significantly above-market grow
seen in all five business areas — Applied Science, Molecular
Diagnostics, Centralized Diagnostics, Near Patient Testing and
Diabetes Care — underscoring and strengthening Roche Diagn
position as the global market leader.

As already reported, a licensing lawsuit brought by Igen resulted
year in a jury verdict in favour of the plaintiff. A lower court in the
States has ordered Roche to pay compensatory damages of 10
dollars and punitive damages of 400 million dollars and awarde
licensing rights to the plaintiff. In our opinion, this judgement is
unjustified and excessive, and we intend to file an appeal. As al
previously reported, Roche took over the lawsuit when it acquire
Boehringer Mannheim and recorded provisions at the time for p
liabilities. The licensing agreement with Igen will remain in force
final legal decision is reached. At the appeliate stage the case w
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heard by a panel of judges rather than by a lay jury.

The lower court judge has since formalised the jury’s verdict, bu
same time issued a ruling limiting Igen’s use of technological
improvements made by Roche Diagnostics. Igen has been restr
from licensing Roche Diagnostics’ improvements to the
electrochemiluminescence (ELC) technology in the major marke
segments originally licensed to Roche Diagnostics. This clarifyin
is a step in the right direction.

The decline in sales in the Vitamins and Fine Chemicals Divisio
largely be accounted for by the fact that the previous year's figu
include sales of medicinal feed additive products up to the date
disposal in May 2000. Excluding the medicinal feed additives bu
divisional sales advanced 3% in local currencies, helped by con
volume growth. The vitamins business defended its global leade
position in what, for the present, remains a difficult economic
environment.

With the conclusion of proceedings in the European Union, follo
earlier antitrust action in the United States, the two principal
investigations into past anticompetitive practices dating from the
1990s in the vitamins industry have been brought to a close. Fu
progress has also been made, particularly in recent months, tow
resolving outstanding suits filed by US customers. Additional pro
of 760 million Swiss francs have been recorded to cover potenti
liabilities arising from customer lawsuits in the United States. Th
amount is based on the assumption that outstanding litigation w
resolved on terms similar to the settlements already reached in
individual civil suits. The division also continued the unbundling
begun several years ago by creating units which, to a large exte
legally and organisationally independent. As a result, the condit
now largely in place for a strategic realignment of the division. W
currently reviewing strategic options for our vitamins business o
the Roche Group.

Pharma outpaces market from second quarter on — Double
growth (in local currencies) after a weak start

Apart from being another year of very strong double-digit growth
Diagnostics, 2001 was highlighted by accelerated growth of pre
drug sales (including Genentech) in the last three quarters. Afte
stagnating in the first three months of the year, sales by the
Pharmaceuticals Division increased by double-digit percentages
second, third and fourth quarters, for an average growth rate of
11% during this period. This was higher than the rate of global m
growth.

Sales of non-prescription medicines declined slightly in the seco
of the year, with Roche Consumer Health posting a full-year sal
of 1.7 billion Swiss francs. This was a gain of 1% in local curren
This modest increase was greater than the rate of growth for the
market as a whole.

By contrast, sales of prescription medicines averaged 9% growt
local currencies for the full year, and thus lagged 1 percentage
behind last year's global market growth rate of 10%. Considerin
stagnant first-quarter sales, which we had to make up for during
remaining nine months, this is a very solid resuit.
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Cost structure significantly improved — Expenditures fall w
sales increase

in addition to improving sales, we have also made progress on
side. Thanks to the measures we have taken, Group expenditur
production, marketing and distribution, and research and develo
all grew more slowly than sales. The result was a significant
improvement in the Group's cost structure in 2001.

On an adjusted basis, marketing and distribution expenses decl
55 million Swiss francs, or 1%, to 8.5 billion Swiss francs, afterr
2% in the first half year. Expressed as a percentage of Group sa
marketing and distribution expenses were down 1.9 percentage
for the full year.

The Group's research and development expenditures were dow
slightly for the year, showing a 1% decrease to 3.9 billion Swiss
Research and development expenses as a percentage of Group
decreased from 14% to 13%. In the Pharmaceuticals Division, w
accounts for more than 80% of the Group's total R&D spending
research and development expenses equalled 17% of divisiona
— down slightly from the 18% reported in 2000, but still compar
high for the industry. This does not mean that we are cutting ba
research. Rather, it is a reflection of the fact that resources are
targeted more effectively at projects with a high potential for suc
Recognising how critical innovative R&D continues to be for our
we have increased spending in this area from 2.5 billion to just u
billion Swiss francs over the past five years.

Our improved cost structure is iargely a result of the Pharmaceu
Division’s restructuring initiative, 'Reshaping for Future Growth',
launched in the first half of 2001, which has already resulted in
savings of roughly 600 million Swiss francs. Dr Hunziker will hav
to say about this later.

Operating profit increased — Double-digit growth in
Pharmaceuticals and Diagnostics

In the Pharmaceuticals Division, operating profit rose 13% on an
adjusted basis to 3.7 billion Swiss francs. Operating profit in the
Diagnostics Division showed another double-digit increase, adv
last year by 21% to nearly 1 billion Swiss francs, thanks to stron
divisional sales growth, particularly in Molecular Diagnostics and
Diabetes Care.

The year-on-year drop in operating profit in the Vitamins and Fin
Chemicals Division was partly attributable to the one-time gain i
on the sale of the division's medicinal feed additive products, bu
also a result of slightly lower selling prices and increased raw m
and energy costs in 2001.

Operating profit margins continue to improve — Increases i
Pharmaceuticals and Diagnostics

The Group's adjusted operating profit margin increased by 0.8
percentage points to 16.4%, although the previous year's figure
included substantial gains on the sale of the rights to Coreg and
disposal of the medicinal feed additives business.

The Pharmaceuticals Division improved its operating profit marg
slightly, to almost 20%. This is all the more satisfying given that
Pharmaceuticals results for 2000 included a half billion Swiss fra
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on the sale of the US and Canadian rights to Coreg.

As | mentioned earlier, our Annual Report 2001 is the first to inc
operating profit margins for each of the three reportable segmen
our Pharmaceuticals Division. Thus the operating profit margin f
prescription drugs marketed by Roche increased to over 23%. A
International Accounting Standards, Genentech'’s contribution to
Roche’s operating profit was positive for the first time last year,
it should be noted that, as a result of high depreciation and amo
charges, Genentech reported a margin of just 2.5%. Finally, our
consumer health business increased its margin by 1.9 percenta
points to over 17% despite sluggish sales growth.

The operating profit margin in the Diagnostics Division also imp
rising 1.3 percentage points to 14.4% on strong sales growth, d
higher costs, particularly for new strategic alliances and licences
division’s comparatively low operating profit margin was largely
amortisation charges arising from the Boehringer Mannheim acq
which are still substantial.

Lastly, in the Vitamins and Fine Chemicals Division the operatin

margin fell 3.9 percentage points to 9.8% as a result of the facto
mentioned earlier.

Strong gross cash flow from divisions — EBITDA up by dou
digit percentages in Pharmaceuticals and Diagnostics

A substantial improvement was also seen in EBITDA, a measur
operating profit before depreciation, amortisation and impairmen
long-term assets. Thanks to double-digit growth rates in our
pharmaceuticals and diagnostics businesses, gross cash flow fr
divisional operating activities increased significantly on an adjus
basis, despite a decline in EBITDA in the Vitamins and Fine Che
Division. This continued strong cash flow from our divisions has
strengthened the Group's financial position.

EBITDA margins increased — Margin of nearly 30% in Pharr
Because they neutralise the effects of differing depreciation and
amortisation charges, EBITDA margins are the best benchmark
comparing the profitability of our Pharmaceuticals and Diagnost
Divisions with that of other companies. Roche’s amortisation ch
amounted to more than 5% of sales in 2001, once again signific
higher than the industry average. This was primarily due to good
arising from growth through acquisitions and to accounting
requirements under International Accounting Standards.

Accordingly, the divisional EBITDA margins — which again imp
for Pharmaceuticals and Diagnostics in 2001 — are substantiall
than our divisions’ operating profit margins. This is most striking
case of our Diagnostics Division, which had an EBITDA margin
year of 27% — close to the level of profitability seen in the
pharmaceuticals industry. Thanks to the restructuring of our
pharmaceuticals business, that division’s EBITDA margin climbe
nearly 30%, from a little over 28% the year before. Our EBITDA
for prescription medicines was nearly 31%, and thus comparabl
of other leading pharmaceuticals companies.

The profitability of our operating activities thus ciearly improved
Moreover, the Roche Group has a very solid bafance sheet. Att
of last year the Group's net liquidity amounted to 5 billion Swiss
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and the ratio of equity to total assets was 45%.

Outlook — Focus on creating added value in healthcare
Looking to the short to medium term, Roche anticipates further
improvements in growth and profitability in its Pharmaceuticals a
Diagnostics Divisions.

The performance of the Pharmaceuticals Division will largely de
this year on the extent to which Accutane sales decline after the
goes off patent. For that reason, we are expecting mid-single-di
growth for the division this year. To date, no generic competitors
entered the US market. The alliance with Japan's research-orie
Chugai Pharmaceuticals Co. is expected to provide a strong ad
impetus for growth; the transaction will make Roche number 5 in
the world's second-largest pharmaceuticals market. This, couple
our strong product portfolio and the roll-out of new medicines su
Pegasys, will leave our prescription drug business well positione
return to market-level sales growth in 2003. As mentioned last O
the US Food and Drug Administration has requested additional
changes to the Pegasys manufacturing process. In the meantim
have generated the required data, and we are therefore confide
the product will be approved, as planned, in the fourth quarter o
year,

We anticipate stable profit margins in our Pharmaceuticals Divis
year. Over the next three years we expect the division’s operatin
margin to move up towards 25%.

We expect double-digit sales growth to continue this year in the
Diagnostics Division. Our goal is to increase the division’s opera
profit margin in the medium term — that is, within the next fivey
from the 14.4% recorded last year to slightly better than 20%. A
world leader in diagnostics, we intend to take an active role in s
the market, and to be better able to fill that role, we have realign
business areas to focus more closely on customer needs.

For the Vitamins and Fine Chemicals Division, we expect sales
in the low single-digit range with steady profit margins. Thanks t
superior know-how and the competitive advantage of being the
cost producer in the industry, the division is ideally equipped to
its number 1 position in the long term. However, in future we wa
focus even more closely on the healthcare market in the narrow
sense, and we will therefore be reviewing strategic options for th
division outside Roche and will then take the appropriate steps.

At the Group level, we anticipate sales growth in the mid- to hig

digit range this year. Barring extraordinary events, we expect to

slight increase both in operating profit and in gross cash flow fro
operating activities (EBITDA). Including synergies, and excludin

time costs, the alliance with Chugai is expected to increase Roc
EBITDA by 500 to 600 million Swiss francs. Revenue synergies

improved cost structure should have a positive impact on net inc
from the second full year on.

Based on a cautious investment policy and the difficult outlook f
markets, we anticipate that net financial income will be consider
lower in 2002 than it was last year.

Having our strong Diagnostics and Pharmaceuticals Divisions w
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together wherever this makes sense in medical, health-econom

commercial terms is critical for our future success. This importa

element of our strategy is symbolised by the new research build
opened last year in Penzberg (Germany), in which R&D facilitie

diagnostics and therapeutics are combined under a single roof f
first time. Our aim for the medium term is to draw on new resea

discoveries to provide a range of treatments more closely tailore
needs of individual patients. Integrated healthcare solutions and
targeted medicines not only benefit patients, they also help hea

payers to make optimum use of available funds.

The Givaudan spin-off in 2000, the acquisition of a majority inte

Chugai, which will strengthen our presence in the world’s secon

largest pharmaceuticals market, the review now under way of st
options for the Vitamins and Fine Chemicals Division and, abov

improvements we are continually making in our operating busin

leave us well equipped to position Roche as an innovative, stron
focused healthcare company that delivers sustainable value for

patients, employees and shareholders.

Erich Hunziker
Good morning Ladies and Gentlemen

Agenda

I have structured my presentation as follows: After a short introd
will elaborate on the results as reported in the financial stateme
Then | will cover the adjusted resuilts, followed by the balance s
our liquidity position. Some selected topics will then be discusse
more detail, and | will wind up with a summary.

Annual Report 2001 - Increased transparency

During my first three months in this job | had several studies don
the perception of Roche by the financial community. One comm
finding of the studies in both Europe and the United States was

request for increased transparency — in particular with regard to

operating performance.

We respect this request, and therefore further expanded the det
given in our Annual Report 2001. | have summarised the most
important items on this slide: The explicitly stated principles for
adjusting our results, the breakdown of our Pharmaceuticals Div
performance, very detailed information on financial items in the
statement and the balance sheet and, what is of special interes
these days, a clear statement that the Roche Group does not ha
off-balance sheet items.

Before coming to the resuits | would like to mention the creation
new position for a “Financial Risk Manager”. This new function h
important role to play in living up to state-of-the-art Corporate
Governance standards.

Let me now continue with the results as reported in the financia
statements.

Group profits 1999 to 2001 (as reported) — Significant volat
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Roche experienced significant ups and downs year by year, as
in the financial statements. Whereas in the year 2000 we record
50% increase in net income to over 8.6 billion Swiss francs, we
looking at a reduction of 57% to 3.7 billion Swiss francs for 2001
three years there were specific items of a one-off nature that pla
significant role.

Group operating profit (as reported) - Pharmaceuticals
restructuring and vitamin case

Operating profit declined by 54% to 3.2 billion Swiss francs. The
2000 figures include six months of the Fragrances and Flavours
Division's results, basically impacting every single line from sale
profit. Furthermore, operating profit for 2000 was boosted by ne
operating income of 2.6 billion Swiss francs arising from special
notably the 3.9 billion Swiss franc gain on the sale of Genentech
and a 1.1 billion Swiss franc impairment charge arising fromac
in International Accounting Standards (IAS).

The year 2001 includes net operating expenses of 1.5 billion Sw
francs for the Pharmaceuticals Division restructuring and the vit

case. Costs of 777 million Swiss francs were incurred in 2001 d

the implementation of the Pharmaceuticals Division’s Re-shapin
Future Growth program. Moreover, we have recorded additiona

provisions of 760 million Swiss francs for the vitamin case. This

is based on the course of litigation and recent settlement negoti

mainly in the United States.

Net income (as reported) — Lower financial income

Financial income in 2001 is considerably lower than in 2000 due
world stock market declines. 2000 net income also included a o

gain of 1.4 billion Swiss francs arising from changes in IAS. The
factors, coupled with the operating factors on the previous slide

the large drop of 57% in net income.

Ladies and Gentlemen, | think you can agree that evaluating the
performance based solely on the results in the financial stateme
hinders seeing the trends of the underlying business. Therefore
did last year, we are providing an additional perspective to the r
“as reported in the financial statements” by giving you the result
“adjusted basis”.

The adjusted result in 2001 and 2000 — Pharmaceuticals
restructuring and vitamin case

The main purpose of the adjusted results is to further improve th
visibility of the underlying and on-going business. It may be of in
for you to learn that they are also used as additional statements
internal management of the Group. As our Chairman, Dr Humer
already pointed out, the adjustments follow clear and consistent
principles. By “clear’, | mean that we say explicitly what is and is
included in the adjusted results. And with “consistent”, | mean th
principles have not been altered since 1999, when we adopted
concept of the adjusted basis for the first time.

On this slide you see all the special items mentioned before. Le
emphasize, that, since 1999, almost 4 billion Swiss francs in inc
has been excluded from the adjusted results.

In the following, we shall concentrate on the income statement o
adjusted basis.
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Group operating profit 2001 (adjusted) — Positive impact of
Pharmaceuticals restructuring

On the one hand, the operating part of the income statement sh
saies growth of 6% at Group level, and on the other — as a resu
Pharmaceuticals restructuring project — reduced costs in all maj
functions. The additional amortisation charges follow the acquis
Kytril. Net other operating expenses increased substantially. Ne
50% of this swing of almost 1.2 billion Swiss francs is due to the
the sale of Coreg, which we recorded in 2000. In 2001, moreove
had substantially higher royalty expenses for Diagnostics and
Genentech, and a significant increase in exchange losses on
receivables due to the devaluation of the Turkish, Brazilian and
Argentine currencies.

The combination of all these developments allowed Roche to im
its operating profit by 11% to 4.8 billion Swiss francs.

This brings us to the non-operating performance on an adjusted

Net income (adjusted) — Lower despite higher profit before
As indicated last year, net financial income of 1.5 billion Swiss f
came in at a similar level as the half-year result. | will elaborate
this on the next slide. Operating profit now makes up a consider
higher proportion of pre-tax income than in previous years. This
an increase in the Group’s effective tax rate, since operating inc
typically occurs in jurisdictions with higher rates than apply to fin
income. Furthermore, the financial income includes the gain on
of LabCorp shares, which was taxable in the United States.
Consequently, although pre-tax income in 2001 is 5% higher tha
2000, the 2001 tax charge is 44% higher. Net income is 4% low
billion Swiss francs, with the 11% increase in operating profit be
more than offset by lower financial income and the proportionate
higher tax charge.

Financial income, net (adjusted) — Lower following declines
world stock markets

The downturn on international stock markets in 2001 had a neg
impact on the Group’s financial income for that period. The net
from equity investments — excluding the 1.2 billion Swiss franc g
the sale of LabCorp shares — amounted to 1.7 billion Swiss fran
650 million Swiss francs less than in 2000. Despite this we gene
sufficient financial income to more than cover the financial expe
which consist mainly of interest costs. Interest expense was 1.4
Swiss francs, broadly in line with the previous year's figure.

Financial income, net (as reported) - Expanded disclosure
As an example of the further enhancement in transparency in ou
Annual Report, you can see the very detailed breakdown of the
financial income here.

Let us now turn to the balance sheet and liquidity of the Roche

Balance sheets — Solid financing for future opportunities
Total assets amounted to 75 billion Swiss francs, an increase of
Swiss francs. Almost 80% of our balance sheet is financed long
and the ratio of equity and minority interests to total assets was
Thus Roche is solidly financed to cope with future opportunities
are basically two reasons for the growth in assets and liabilities.
a synthetic lease structure, which Genentech entered into durin
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for certain of its facilities, has been reported on-balance sheet in
Roche Group IAS accounts, with an increase to property, plant
equipment of 1.1 billion Swiss francs. This results in a correspon
rise in short-term and long-term debt. Secondly, surplus cash ge
in 2001 was reinvested in liquid funds.

Equity movement — Major impact of changes in fair value
Despite a net income of 3.7 billion Swiss francs, equity only incr
by a modest 5%. This reflects mainly the impact of changes in f
values. Following the implementation of a new International Acc
Standard, the major change in accounting policy for 2001 relate
treatment of financial instruments. In particular, available-for-sa
marketable securities and investments are now recorded at mar
value in the balance sheet, and any changes in market value ar
to equity until realised. Due to the nosediving world stock marke
reduction in market value of 2.1 billion Swiss francs during the ¢
2001, net of tax and minority interests, was recorded in equity.

Cash flow - Free cash flow of CHF 4.5 billion

The free cash flow, meaning after-tax cash flow from operating
financial investment activities, but before acquisitions and financ
amounted to 4.5 billion Swiss francs. Main contributors on the in
side were the again impressive and healthy EBITDA of the Divis
the LabCorp proceeds and interest income, and on the outflow
capital expenditures, paid restructuring costs, taxes and interes
regard to financing activities, Roche had cash inflows from sales
equity instruments and an increase in short- and long-term debt
example from the “LYONs V" zero coupon exchangeable notes
in July 2001. The free cash flow together with this cash flow was
to repay some other long-term debt, for example the “Bull Sprea
bonds and to pay dividends. The surplus — after deducting non-
items such as the fair value movements — were reinvested in lig
funds, increasing cash and marketable securities from 20.9 billio
francs to 24.5 billion Swiss francs.

Net liquidity — In proportion to our entrepreneurial risks

Net liquidity, defined as financial assets at market value less de
liabilities, increased during 2001 by 100 million Swiss francs to 5
billion Swiss francs. This is due to the reinvestment of the cash
generated, partly offset by the fall in global stock prices affecting
market values of marketable securities and own equity instrume

Before summarising my presentation, | would like to add some r
on Genentech and Chugai.

Genentech 2001 — From Genentech US GAAP to Roche IAS
For the first time we are also disclosing the profits and profit ma
the subdivisions within the Pharmaceuticals Division. We theref
thought it appropriate to give you a reconciliation of the results
published by Genentech, Inc. in accordance with US GAAP and
Genentech segment’s IAS results as used in the Roche consolid

Since 1999 Genentech, Inc. has published “Actual” and “Pro Fo
results. The main differences between the two sets of results ar
recurring effects of the acquisition by Roche, which are exclude
Genentech’s “Pro Forma” results. These are basically amortisat
charges.

The principal starting point for the Roche consolidation of Gene

http://www.roche.com/med-corp-detail-20027id=753 &media-language=e 3/8/02
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the “Actual” results. In other words, these amortisation charges
of the operating expenses and thus reduce the operating profit.
follows a reclassification of the US GAAP results into an IAS
presentation, mainly differentiating between operating and finan
items. One example is interest income, which in Genentech’s
presentation of results forms part of Revenues. Under an IAS
presentation of results, this interest income is a component of fi
income.

Finally, there are some accounting differences between US GAA
IAS to consider. The biggest one, for example, is that under IAS
process research and development costs related to the acquisit
Roche are capitalized and amortised at Roche. Genentech, und
GAAP rules, expensed this amount in 1999.

Ladies and Gentlemen, let me stress the fact that in 2001 Gene
achieved a very impressive result — as indicated by the EBITDA
of 33.7%. The fact that their operating profit contribution to the R
Group is considerably lower than previously assessed by the fin
community is purely a result of the factors already mentioned.

Financial impact of the Chugai transaction on Roche Grouj
As announced in December 2001, the planned integration of Ch
into the Roche Group is a major strategic step. Let me reconfirm
guidance on this transaction which has not changed since our fi
communication: Chugai will add 3 billion Swiss francs to Group
Pharmaceuticals sales with a substantial increase foreseen ove
next three years. EBITDA will increase by over 500 million Swis
in the first year after completion (2003); the corresponding marg
be slightly lower. The transaction will be minimally (less than 0.5
dilutive in the first full year following the completion on an EPS b
a result of the amortisation charges Roche will have to bear, bu
accretive on a cash EPS basis. Anticipated revenue synergies a
savings will make the transaction accretive in the second full ye
beyond.

Summary
Let me summarise my presentation as follows:

« We have considerably enhanced the transparency of the
Report 2001

e Resuits in the financial statements are heavily impacted b
special items

e On an adjusted basis, profits and profitability of our core
businesses substantially increased

+ Net financial income was lower due to the fall in world sto
markets. The outlook for financial income in 2002 is diffic

¢ Roche is generating a healthy free cash flow and is solid
financed

Roche is well equipped for future opportunities.

® 1885-2002 F. Hoffmann<a Roche Lid
Soe our Legal Statement

2

http://www.roche.com/med-corp-detail-2002?id=753 &media-language=e 3/8/02
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