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Commitment to performance



Five good reasons
e Fast growing market thanks to innovative drugs with
considerable margin potential

e Attractive valuations, high M&A activity as pharma-
ceutical companies respond to patent losses

e BB BIOTECH - a pioneer in managing biotechnology
portfolios for 16 years

* Managed by recognized specialists in the fields of
biochemistry, microbiology and economics

o Stellar track record - sustained outperformance of
benchmark indices



An investment opportunity for you

Many severe illnesses such as hepatitis C or certain types of
cancer are presently inadequately or still completely un-
treatable. Progress in treatment and cures are anticipated in
many fields and many of these advancements will come in
the form of innovative biotech products that directly target
a disease process in an attempt to inhibit it, or to stop it
altogether. This contrasts with the conventional approach
using chemical-based drugs, which are more likely to focus
on treating the symptoms of a disease. We expect biotech-
nology to achieve more major breakthroughs in key areas
such as hepatitis C, Alzheimer's, cancer, and diabetes. In
addition, large established pharmaceutical companies are
resorting to acquisitions in an attempt to keep their pipe-
lines filled as older drugs come off patent. Innovation and
the more rapid pace of M&A activity make the biotechno-
logy sector an attractive, fast-growing sector for investors.

Our investment skills

A combination of scientific, medical and financial expertise
is needed to achieve successful investment results in the
biotech sector. The development period of new products
carries substantial risks that are virtually impossible for
lay people to evaluate. Constant scrutiny of one’s own rea-
soning, constant effort to close any and all information gaps
and astute observation of new developments are the
key challenges. BB BIOTECH and Bellevue Asset Manage-
ment Group, which has been entrusted with the manage-
ment of BB BIOTECH's portfolio since the company was
founded in 1993, are among the market leaders in Europe,
having collected more than 16 years of experience in
managing biotech portfolios. The investment specialists
managing BB BIOTECH's portfolio are experts in fields rang-
ing from biochemistry, molecular biology and physics to
economics and medicine. They are supported in their daily
work by a highly reputable Board of Directors.

BB BIOTECH - prime address for investing in biotech
Biotechnology presents a challenging environment yet also
a wealth of opportunities. BB BIOTECH concentrates its
investments on fast growing and profitable biotech compa-
nies listed on stock markets worldwide. Most of the compa-
nies it invests in have been successful in bringing innovative
products to the market or are testing promising drug candi-
dates in Phase Il trials. BB BIOTECH also holds interests in
smaller biotech companies, providing them with the neces-
sary capital to pursue their research projects.

BB BIOTECH offers an attractive vehicle to participate in this
high growth sector!
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PERFORMANCE (adjusted for dividends) I Infectious diseases
As at 12/31/2009 1Y 3y 5Y  11/15/1993 B Autoimmune diseases
Switzerland +149%  -13%  +24%  +276% B Others
Germany +13.9% -6% +29% N.A.
Italy +17.4% -7% +26% N.A.
MULTI-YEAR COMPARISON BB BIOTECH
2009 2008 2007 2006 2005

Market capitalization at the end of the year (in CHF mn) 1396.9 1392.2 1924.9 22418 2 068.9
Net Asset Value at the end of the year (in CHF mn) 1516.2 1504.8 1767.2 22529 2279.9
Number of shares (in mn) 18.2 20.3 225 23.9 25.7
Trading volume (in CHF mn p.a.) 797.0 1640.4 3326.8 1972.2 1919.6
Profit/(loss) (in CHF mn) 36.6 45.4 (265.4) 297.4 318.0
Closing price at the end of the year in CHF 76.65 68.75 85.55 93.80 80.50
Closing price (D) at the end of the year in EUR 50.78 45.88 51.35 57.73 51.64
Closing price (1) at the end of the year in EUR 50.30 44.19 51.71 57.64 51.58
Stock performance (incl. dividend) 14.9% (18.7%) (6.8%) 19.1% 19.5%
High /low share price in CHF 78.00/56.65 94.00/59.80 107.00/83.85 93.80/71.20 82.35/64.70
High /low share price in EUR 51.90/38.40 58.80/38.06 64.19/50.31 58.00/45.71  53.00/41.51
Premium/(discount) (annual average) (22.8%) (14.2%) (7.5%) (10.3%) (12.7%)
Dividend in CHF (*proposal) 3.70* 1.80 0.90 2.00 1.80
Degree of investment (quarterly figures) 96.9% 110.3% 116.0% 110.8% 98.8%
Total Expense Ratio (TER) p.a. 0.75% 0.83% 1.61% 0.71% 0.64%
- of which Performance-related remuneration 0.00% 0.00% 0.85% 0.00% 0.00%

FACTS & FIGURES



Sector — Hepatitis C

Hepatitis C infects an estimated 170 mn people worldwide and 4 mn in the US. In the US
alone, there are 10 000 to 20 000 deaths per year due to hepatitis C. Persons infected with
the hepatitis C virus can live with the infection for many years without experiencing any
serious symptoms. In most cases, however, the illness manifests itself at some point with
severe symptoms such as liver cancer or cirrhosis. Since most hepatitis C infections in the
Western world occurred between 1960 and 1990, before there were effective means of
diagnosis and prevention, it can be assumed that the mortality rate will increase in the coming
years. The current standard of care is combination therapy with pegylated interferon (Roche’s
Pegasys and Schering-Plough's PEG-Intron) and Ribavirin for 48 weeks. This treatment
regimen is cumbersome as it involves weekly injections and the pegylated interferons cause
flu-like symptoms and other side effects that are often disabling. Moreover, only 40% to 50%
of patients who endure the therapy are able to eradicate the virus. The only other alternative
for patients who progress and do not respond to pegylated Interferon/Ribavirin treatment
is a liver transplant. Novel antivirals in clinical development are oral and have the potential
to substantially increase the cure rate while cutting the duration of pegylated Interferon/
Ribavirin therapy in half, thereby offering a tremendous advance for this disease.

Investment commentary — Vertex Pharmaceuticals

Vertex is focused on discovering and developing small molecule drugs for diseases that
include hepatitis C, cystic fibrosis, and inflammatory and autoimmune disorders. Its strategy is
to retain US development and marketing rights to product candidates for hepatitis C and
cystic fibrosis, and to partner candidates for other disease areas. Its lead product is Telaprevir,
a protease inhibitor for hepatitis C. Data from two large Phase Il trials, PROVE-1 and
PROVE-2, showed sustained viral response (SVR) rates of 61% and 69%, respectively,
following twelve weeks of triple therapy plus twelve weeks of standard therapy. These results
compare with SVR rates of 40% to 50% achieved with the current standard of care. The
shorter treatment time and better cure rate with Telaprevir have raised the hopes of many
hepatitis C patients. In addition, Telaprevir has shown highly encouraging results in patients
who have failed standard therapy, offering the hope for a cure for this large, underserved
patient population. Telaprevir is currently in Phase Ill trials in treatment-naive and treatment-
refractory patients, and we expect positive data in 2010 to lead to launch in the US and
Europe in 2011. In view of the high market demand, the drug should achieve significant
market success. While there are a number of competing drugs in development, data
presented in 2009 increased our conviction that Telaprevir's profile will be difficult to beat. In
addition, the acquisition of ViroChem during the year gave Vertex a highly potent drug from
a different class of agents that it will combine with Telaprevir in the hopes of further improving
the treatment paradigm for HCV.

HEPATITIS C

BRIEF COMMENTARY

* Major cause of acute and chronic
liver disease

* No vaccine available

 Frequent co-infection with HIV
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FACTS & FIGURES

Market capitalization 12/31/09: USD 7.8 bn

Revenues 2009: USD 0.1 bn

Net loss 2009: USD 0.6 bn

Source chart: Datastream

HEPATITIS C BB BIOTECH 21






Sector — Diabetes

Diabetes is the common term for several metabolic disorders in which the body no longer
produces insulin or uses the insulin it produces ineffectively, resulting in an increased blood
sugar level. The most common forms of diabetes are type 1 diabetes and type 2 diabetes. In
both types of diabetes, people have little or no ability to move sugar out of the blood stream
and into the cells, where it is used to make energy.

Type 1 diabetes develops when antibodies are created in an autoimmune reaction against the
body’s insulin producing cells. As a result, the pancreas stops producing insulin or cannot
produce enough insulin on its own. Type 1 diabetes is a lifelong condition that is treated with
injections of insulin.

Often, people with type 2 diabetes can still make their own insulin in the pancreas, but the
insulin that is produced is not used as effectively by the body. Many people manage type 2
diabetes simply by following a healthy diet and regular exercise. In overweight individuals,
type 2 diabetes often improves as a result of weight loss, a healthy diet and exercise. With
the progression of the disease, some people may have to take oral medication(s) or insulin
injections.

According to the World Health Organization, over 175 million people throughout the world
have diabetes. Of these, 90% have type 2 diabetes, and 10% have type 1 diabetes. The total
population is expected to grow about 3% to 5% annually in the coming years, especially
driven by emerging market countries.

Investment commentary — Novo Nordisk

Novo Nordisk concentrates its research on three main areas: Diabetes, haemostasis and
growth hormones. Novo Nordisk is the world market leader in the insulin and modern insulin
space with a worldwide market share of around 50%. In 2009, Victoza, a once-daily GLP-1
analogue, was approved in Europe and further clarification on US approval is expected in
February 2010. 52 week Phase Il data on Liraglutide were published in the journal Obesity,
where a placebo adjusted weight loss of around 7% was demonstrated. In addition to
Liraglutide Novo Nordisk has finalized its Phase Il trial with the once-weekly GLP-1 Analogue
Semiglutide. Phase Il Semiglutide studies are expected to start soon after a potential US
approval of Liraglutide. Phase Il trials with new modern insulins SIBA and SIAC are also
underway.

Other important products at Novo Nordisk are NovoSeven (recombinant coagulation factor
VII) for the treatment of hemophilic conditions and hGH for the treatment of human growth
hormone deficiency.

DIABETES

BRIEF COMMENTARY

* The prevalence of diabetes is expected to
increase over the coming years due to
demographics and changes in lifestyle

* Novo Nordisk is expected to expand their
leadership in the field of diabetes when
its new insulins SIBA and SIAC are launched

2006 2007 2008 2009

FACTS & FIGURES

Market capitalization 12/31/09: DKK 205.8 bn
Revenues 2009: DKK 51.1 bn

EBIT margin 2009: DKK 29%

Net profit 2009: DKK 10.8 bn

Souce chart: Datastream

DIABETES BB BIOTECH 23
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2009

Market capitalization 12/31/09: USD 441 mn

Revenues 2009: USD 137 mn

Net loss 2009: USD 43 mn
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FACTS & FIGURES

2009

Market capitalization 12/31/09: USD 57 bn

Revenues 2009: USD 15 bn

Net profit 2009: USD 5 bn
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FACTS & FIGURES

2009

Market capitalization 12/31/09: CHF 152 bn

Revenues 2009: CHF 49.0 bn

Net profit 2009: CHF 7.7 bn

Source chart: Datastream
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Zymogenetics

Zymogenetics's key competence is the identification and development of protein-based drugs.
The company's lead drug, Recothrom, is a recombinant human thrombin for the prevention
of post surgical bleeding. Recothrom received a broad label in mid-January 2008 with the
product offering being extended with a higher unit formulation and a spray kit. Recothrom
used to be co-marketed with Bayer in the US, but the deal was recently restructured,
ending the co-promotion in December 2009. Bayer failed to receive EMEA approval in late
2009, after which Zymogenetics regained most worldwide rights. The initial launch of the
product has been difficult due to competition and price pressure at hospital pharmacies,
although the last quarters of 2009 showed signs of launch acceleration for Recothrom. The
company'’s pipeline has advanced with Atacicept further progressing in SLE, IL-21 in Phase Il
for various cancer indications and Interferon-lambda for hepatitis C virus in a large Phase II
program together with its development partner Bristol-Myers Squibb.

Amgen

Amgen is a bellwether biotechnology company focused on oncology, inflammation, and bone
disease. Since the beginning of 2007, significant pressure has been placed on the sales of its
flagship anemia drugs in the renal and oncology segments due to numerous medical
publications showing safety signals at higher doses of the drugs (Aranesp and Epogen). This
resulted in share value erosion. However, Amgen's lead pipeline product, Denosumab, has
generated positive data in various large settings including osteoporosis and bone metastasis
due to cancer (i.e. showed superiority over the standard of care in breast cancer, Zometa). If
approved, Denosumab has the potential to replace a large part of the lost revenue previously
mentioned. We expect to see positive data from further cancer studies this year and for the
FDA and EMEA to grant approval in the osteoporosis setting. Denosumab is partnered with
GSK in Europe for the osteoporosis indication, Amgen will market in the US and retains rights
to the larger oncology setting.

Roche

Roche, a leading healthcare company founded more than 100 years ago, is organized in two
operating divisions: pharmaceuticals and diagnostics. After a long hostile battle, on March 26,
2009, Roche acquired its remaining stake in Genentech (44%) at USD 95 per share. The
USD 47 bn deal marks a historic acquisition in the biotechnology sector. Roche has put a lot
of emphasis on the integration of Genentech this year. Roche's goal has been to preserve the
innovative Genentech culture and keep Genentech's employees in the merged company.
Roche employees will now work with former Genentech employees on a rich variety of
promising drug targets, and keep the company’s long-term focus on personalized medicine
with the aim of developing more effective treatments based on the genetic differences
between patients and specific patient populations. We believe that Roche remains differenti-
ated from its pharma peers with its focus on innovation, development of biologics, limited
patent expiries, higher spending on R&D, and sustainable growth prospects.



Incyte

In April 2004, Incyte made the transition from a service company providing gene sequence
information to a drug discovery company focused on myelofibrosis and other hematologic
disorders, inflammatory disorders, diabetes, and cancer. The most advanced project in Incyte's
pipeline is INCB18424, an oral JAK-2 inhibitor that entered Phase IIl trials in 2009 following
highly positive Phase Il data in patients with myelofibrosis. In late 2009, the company also
presented very encouraging results from a Phase Il trial with INCB18424 in patients with
polycythemia vera (PV) and essential thrombocythemia (ET). If the data are replicated in
Phase IlI trials, these indications could together provide a worldwide market opportunity
for INCB18424 of over USD 1 bn. In November 2009, Novartis licensed ex-US rights to
INCB18424 in a deal valued at almost USD 1 bn. The compound also produced positive Phase
lla data in rheumatoid arthritis and showed encouraging results as a topical formulation
in psoriasis. An ongoing Phase Ilb trial with a second-generation JAK-2 inhibitor for
rheumatoid arthritis is expected to yield results in 2010, and a partner for the program could
follow. Progress on other compounds in its early stage pipeline, including HSD1 inhibitor
INCB13739 for diabetes and sheddase inhibitor INCB7839 for breast cancer, also continues.

Genzyme

Genzyme is a biotechnology company focused on orphan diseases (very small patient
populations) and kidney disease. Genzyme has become the leader in treating Gaucher, Fabry,
and Pompe disease, each with fewer than 10 000 patients worldwide. In 2009, a very rare
viral contamination led to a manufacturing interruption at one plant and repeated FDA
inspections of the plant. This has resulted in patient dosing interruptions, a delay in manufac-
turing expansion of one drug, and initiation of patient access programs for competing drugs.
In turn, Genzyme's stock price suffered greatly. We began building our position after these
setbacks due to our belief that the manufacturing issues will get resolved and that Genzyme
will be able to recapture and resupply the majority of its patients. Indeed, the company
has already hired world class individuals with manufacturing and quality assurance experience
and has also hired one of the leading consulting agencies to oversee and assist in the reme-
diation effort.

Micromet

Micromet is a biopharmaceutical company developing novel proprietary antibodies for the
treatment of cancer, inflammation and autoimmune diseases. In 2006 CancerVax Corporation
completed a merger with Micromet, which was at that stage privately held. Micromet's
leading products are based on the BITE® antibody technology (bispecific antibody). BITE®
antibodies are designed to direct the body's cytotoxic T cells against tumor cells. Besides their
BITE® antibodies, they have several partnered 1gG/IgM antibodies in clinical or preclinical
development. Micromet's lead compound is Blinatumumab, a CD19 BiTE® antibody.
Micromet has presented promising results in their Phase Il program in acute lymphatic leuke-
mia (ALL) and also in a Phase | trial in NHL. We expect Blinatumumab to enter Phase Il trials
in ALL and several Phase Il trials in NHL.
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Market capitalization 12/31/09: USD 1.1 bn

Revenues 2009: USD 9 mn

Net loss 2009: USD 212 mn
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FACTS & FIGURES

Market capitalization 12/31/09: USD 13 bn

Revenues 2009: USD 4.5 bn

Net profit 2009: USD 422 mn
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Market capitalization 12/31/09: USD 456 mn

Revenues 2009*: USD 40 mn

Net loss 2009*: USD 41 mn
*estimates
Source chart: Datastream
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FACTS & FIGURES

Market capitalization 12/31/09: USD 317 mn
Revenues 2009*: USD 10 mn

Net loss 2009*: USD 148 mn
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Market capitalization 12/31/09: USD 15.4 bn
Revenues 2009: USD 4.4 bn

Net profit 2009: USD 1.0 bn
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FACTS & FIGURES

Market capitalization 12/31/09: CHF 618 mn
Revenues 2009: CHF 27 mn

Net loss 2009: CHF 121 mn

*estimates
Source chart: Datastream
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Arena Pharmaceuticals

Arena is a development stage biotechnology company focused on metabolic and cardiovas-
cular disorders. Its lead clinical candidate is Lorcaserin, the only single agent late-stage clinical
obesity drug in development. Arena owns worldwide rights to the drug and has an extensive
patent portfolio. In 2009, positive results were announced from two large Phase IlI studies
(over 7000 patients) meeting the primary efficacy endpoints and demonstrating a robust
safety profile. Importantly, the two studies statistically ruled out an increased risk of
valvulopathy, showing no difference from placebo. Investors may recall that valvulopathy was
associated with the fenfluramine component of the super-effective Fen-Phen drug that was
eventually pulled from the market in September 1997. An NDA for Lorcaserin was filed with
the FDA at the end of 2009. Given the positive studies and strong safety, we believe Arena
is in position to sign a partnership for Lorcaserin, possibly in 2010.

Biogen ldec

Biogen Idec's lead marketed drugs are Avonex, Rituxan, and Tysabri. Market share leader
Avonex is a weekly beta interferon used for the treatment of relapsing and remitting multiple
sclerosis (RRMS). In 2009, Biogen Idec started a Phase Il study with once biweekly or once
monthly injections of pegylated interferon. Rituxan, partnered with Roche, is an antibody
used for the treatment of non-Hodgkin's lymphomas (NHL) and rheumatoid arthritis. Tysabri
is a humanized alpha-4 integrin antibody, co-developed with Elan Corp, approved for the
treatment of RRMS. By the end of 2009, Tysabri reached blockbuster status, with 48 800
patients on commercial therapy, capturing about a 10% share of the MS market. In June
2009, Carl Icahn won a proxy fight against the management of Biogen Idec and appointed
his own nominees to two board positions. In January 2010, Biogen Idec’s CEO and chairman,
Jim Mullen, announced that he would retire from both of his positions in June 2010.
The company has initiated a search for two important executive positions, CEO and Head
of R&D.

Basilea Pharmaceutica

Basilea is developing and marketing drugs for the treatment of bacterial and fungal infections
as well as marketing Toctino for severe forms of hand eczema. Toctino, the company'’s first
approved drug, was launched in fall 2008 in the EU for the treatment of severe hand eczema.
The positive Phase IlI study combined with more safety information was the basis for the
FDA agreeing to allow a Phase IlI study in the US, initiated in late 2008. Ceftobiprole, a novel
cephalosporin active as well on methicillin-resistant staph aureus (MRSA), achieved approval
in Canada as well as in Switzerland and achieved an initial positive CHMP recommendation.
In contrast, the US authorities again issued a complete response to Basilea's partner Johnson
& Johnson requesting further clinical studies. The FDA audits at different investigator sites led
to the conclusions that the data submitted can't be considered by the regulatory authority in
the US. A final decision by the EMEA is expected in the coming months. Due to US situation,
Basilea has initiated an arbitration process to claim lost possible milestone payments as well
as part of the value lost, with an outcome of the arbitration expected for late 2010. The
company'’s antifungal drug Isavuconazol suffered a significant development time delay due to
manufacturing and quality issues, pushing initial Phase 11l results for the treatment of candida
infections back to 2011.



Affymetrix

Affymetrix specializes in systems for genetic analysis and clinical diagnostics. The company's
GeneChip system employs microarray technology to detect genetic patterns in a highly
efficient manner. The company has established itself as the clear technology leader in the chip
array space. The product offering includes chips to measure gene expression levels (RNA
arrays) or to identify single nucleotide polymorphisms (SNP) or gene copy numbers (DNA
arrays), reagents, and the instrument platform used to measure the chip content. Affymetrix
has acquired various companies to address technology gaps, potentially allowing it to address
new markets. USB, a company focusing on lab chemistry and enzymes, has been acquired to
allow Affymetrix to improve next generation arrays as was Panomics, a company developing
a beadbased coded array technology. Both technologies acquired allow the company to build
the next generation products, which are being combined with a new device platform launched
in 2009. These latest offerings allow for higher automation and convenience in genetics
research labs. Additionally, an increase in content is possible at competitive prices as well as
increased flexibility enabling, for example, targeted genotyping.

Optimer Pharmaceuticals

Optimer develops antibiotic drug candidates. Optimer's lead compound fidaxomicin is a novel
antibiotic selective for Clostridium difficile bacteria, which cause severe and sometimes fatal
diarrhea in hospitalized patients. It is designed to eradicate only Clostridium difficile bacteria,
thus not disrupting the helpful bacteria that inhabit the Gl system. This is unique and differ-
entiated from current antibiotics that tend to wipe out all the bacteria, often leading to relapse
of symptoms in patients. Optimer announced very positive data from the first of two Phase IlI
studies last fall, making Fidaxomicin perhaps the most effective overall drug for this disease.
We believe the strength of this data has opened the possibility of a lucrative partnering deal.
Optimer also has another product, Prulifloxacin, in Phase Il development for the treatment of
traveler's diarrhea. Data from two Phase IlI studies were positive. It is already approved in
Europe for other indications, thus establishing a known safety and efficacy profile.

Elan

Elan is focused on the development of therapies in autoimmune diseases and neurology,
particularly on multiple sclerosis (MS) and Alzheimer's disease (AD). The growth prospects
for Elan depend primarily on the future of its MS drug, Tysabri, and advances from its
AD pipeline. Elan’s scientific approach to treating AD focuses on the beta amyloid hypothesis,
as it is believed that blocking the generation of beta amyloid in the brain, or enhancing
its clearance, could become a successful treatment for AD. Bapineuzumab (AAB-001), the
company's humanized monoclonal antibody against beta amyloid, is in Phase Il trials in
partnership with Wyeth. The Phase Il trial did not meet its prespecified endpoint, but showed
some efficacy in a subset of patients in the post-hoc analysis. In 2009, Johnson & Johnson
invested USD 885 mn to acquire the assets and rights of Elan related to its Alzheimer's
Immunotherapy Program (AIP), leaving Elan a 49.9% interest. The Johnson & Johnson
transaction enabled Elan to improve its cash balance, and extend the maturity of its debt.

PROFILES
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FACTS & FIGURES

Market capitalization 12/31/09: USD 415 mn

Revenues 2009: USD 327 mn

Net loss 2009: USD 24 mn
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Market capitalization 12/31/09: USD 373 mn

Revenues 2009*: USD 0.8 mn

Net loss 2009*: USD 43 mn
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FACTS & FIGURES

Market capitalization 12/31/09: USD 3.8 bn

Revenues 2009: USD 1.1 bn

Net loss 2009: USD 176 mn
*estimates

Source chart: Datastream

COMPANY PROFILES BB BIOTECH 27



EUR

14 1
12

o]}

— 4“}.1

6 \

4 J

2

2006 2007 2008 2009
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Market capitalization 12/31/09: EUR 420 mn

Revenues 2009*: EUR 2 mn

Net loss 2009*: EUR 53 mn
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FACTS & FIGURES

Market capitalization 12/31/09: EUR 103 mn

Revenues 2009*: EUR 2 mn

Net loss 2009*: EUR 11 mn
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Market capitalization 12/31/09: CHF 41 mn

Revenues 2009*: CHF 1 mn

Net loss 2009*: CHF 16 mn

*estimates

Source chart: Datastream
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NicOx

NicOx focuses on the development of new drugs with improved efficacy and safety profiles
by attaching a nitric oxide donating group to a molecule of known pharmacological activity.
The company's lead compound is naproxcinod, nitric oxide donated naproxen. In the fall of
2009, the company filed naproxcinod for approval in the US and EU. The three pivotal trials
for naproxcinod, in patients with knee and hip osteoarthritis, met their primary endpoint
of showing superiority in pain relief to placebo and noninferiority to naproxen. The pooled
analysis of these trials showed that naproxcinod had a placebo-like blood pressure (bp)
profile, and a reduction in bp versus naproxen. If naproxcinod is granted approval in 2010,
NicOx's commercial strategy would be to differentiate the drug's favorable blood pressure
profile versus generic naproxen. We expect NicOx to partner the drug after some clarity is
provided regarding the labeling discussions with the FDA. The company plans to build up its
own specialized sales force in 2010, and raised EUR 100 mn in 2009 to fund this initiative.

Epigenomics

Epigenomics develops diagnostic markers for both the early detection of cancer as well as the
classification of already developed and identified cancers. The most advanced program is for
the early detection of colon cancer from blood samples. The PRESEPT study was initiated
in second quarter 2008, with the study recently finishing the enrollment of around 7500
asymptomatic subjects aged 50 or older at average to increased risk for colorectal cancer who
have been scheduled for a regular screening colonoscopy at multiple clinical sites in the
US and Germany. This population is expected to harbor about 50 cases with undetected
colorectal cancer. Study results are expected in early 2010. The program is partnered with
Abbott Molecular and Quest Diagnostic. Another screening test has been moved further into
clinical evaluation, with the company initiating an extended lung cancer program. The deal
with Qiagen was broadened allowing for cross licensing agreements with other diagnostic
players. The company has multiple research collaborations ongoing with companies such as
Astra Zeneca, Wyeth, Biogen Idec, Pfizer, and Centocor.

BioXell

BioXell has developed biologically active vitamin D3 analogues for urology and inflammatory
diseases. Elocalcitol, the company'’s lead product candidate, finished a large Phase Il study for
the treatment of benign prostatic hyperplasia (BPH), which failed to achieve a significant
benefit both on the prostate size as well as on symptomatic measures. Upon the negative
outcome of this lastest BPH study, the company has decided not to pursue further develop-
ment plans for Elocalcitol. The Board of Directors initiated a strategic review of all other
preclinical projects in 2009, which led to the acquisition offer from Cosmo Therapeuticals to
acquire all of BioXell's shares. The deal terms include a CHF 2.80 per share cash payment
plus 0.21044 Cosmo shares per BioXell share. If BioXell does manage to sell some of its
development assets, these proceeds could be distributed in cash to the existing shareholder
base. Novo Nordisk announced it would acquire the TREM assets for EUR 1 mn in cash.
A possible further deal is expected for the company’s MNAC 13 antibody in development for
targeting chronic pain.



Keryx Biopharmaceuticals

Keryx develops and commercializes novel drugs for diseases that include cancer and kidney
disease. The company's lead product, KRX-101 (sulodexide), failed in Phase Il studies for
the treatment of diabetic nephropathy (high levels of the protein albumin in urine), leaving
the company with two products in Phase Il development, Akt inhibitor Perifosine for cancer
and phosphate binder Zerenex for patients on kidney dialysis. Results from a Phase Il trial
that combined Perifosine with Takeda's Velcade in patients with highly refractory multiple
myeloma, presented at the 2008 American Society of Hematology meeting, showed
promising efficacy and Phase Il trials for this indication began in 2009. We also expect the
start of Phase Ill trials with Zerenex in early 2010.

Clinuvel

Clinuvel is a small Australian biotechnology company that specializes in the development
of afamelanotide, a long-acting alpha-MSH. This agent is now being tested as a photo-
protective drug for various rare (orphan) diseases. It is the furthest advanced for the indication
of erythropoetic protoporphyria (EPP), a disease which leads to absolute sun intolerance.
Patients with this disease experience severe pain after exposure to sunlight. The four-month
preliminary data from a twelve-month Phase Ill study were released at the end of 2009 and
showed a statistical significant reduction in pain severity. Full data of this first Phase IlI trial are
expected mid-2010. A second European Phase Il trial is expected to be initiated in March
2010 and final results should be available at the beginning of 2011.

Probiodrug

Probiodrug is a private biopharmaceutical company focused on the development of innovative
small molecule drugs for the treatment of neuronal and inflammatory diseases. Probiodrug
is located in Halle, Germany, and operates a subsidiary in Munich. The company was founded
in 1997, and pioneered the field of DPP4 inhibition for the treatment of type 2 diabetes.
Probiodrug sold its DPP4 franchise to OSI Pharmaceuticals in 2004. The company now holds
a dominant position in the area of glutaminyl cyclase (QC) inhibition, an enzyme emerging
with a crucial role in the pathogenesis of Alzheimer's disease (AD). The role of QC in AD and
other inflammatory diseases was discovered and is comprehensively IP protected by Probio-
drug. Probiodrug's pioneering scientific approach targeting QC in AD has the potential to bring
a breakthrough treatment to this therapeutic area of great unmet need.
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Net loss 2009: AUD 15 mn
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Market capitalization 12/31/09: EUR 36 mn

*estimates

Source chart: Datastream
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Consolidated balance sheet as at December 31
(in CHF 1 000)

Assets Notes 2009 2008 Liabilities and shareholders’ Notes 2009 2008
equity
Current assets Current liabilities
Liquid funds 44 436 12 454 Payables to brokers 2612 -
Marketable securities at fair value
Receivables from brokers 67 1 through profit or loss 4 400 977
Marketable securities at fair value
through profit or loss 4 1463382 1588294  Other short-term liabilities 5 816 7 366
Other assets 5444 5 465 Tax accrual 6 798 207
Convertible bond 18 - 100 070
Liability from options 18 - 5747
1513 329 1606 214 4 626 114 367
Fixed assets Shareholders’ equity
Other assets 7518 12 962 Share capital 7 18 225 20 250
Treasury shares 7 (137 254) (335 995)
Additional paid-in capital 7 450 805 643 070
Retained earnings 1184 445 1177 484
7518 12 962 1516 221 1504 809
Total assets 15 1520 847 1619 176 Total liabilities and shareholders’ equity 1520 847 1619 176
Net asset value per share in CHF 92.35 92.16

The notes on pages 34 to 51 are an integral part of these consolidated financial statements.

On February 12, 2010, BB BIOTECH AG's Board of Directors authorized these financial statements for issue.
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Consolidated statement of comprehensive
income for the year ended December 31
(in CHF 1 000)

Notes 2009 2008
Operating income
Gains from marketable securities 4 52 067 72730
Interest income 132 183
Dividend income 866 895
Foreign exchange gains net 1159 -
Other income 69 12
54 293 73 820
Operating expenses
Finance expenses 5 640 11401
Foreign exchange losses net - 3384
Administrative expenses 8 5918 7185
Other expenses 9 5303 6433
16 861 28 403
Operating income before tax 11 37 432 45 417
Tax expenses 6 (806) (64)
Net gain for the year 36 626 45 353
Total comprehensive income for the year 36 626 45 353
Gain and diluted gain per share in CHF 10 2.21 2.56
Average outstanding shares 10 16 554 719 17 700 242

The notes on pages 34 to 51 are an integral part of these consolidated financial statements.
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Consolidated statement of changes
in equity for the year ended December 31
(in CHF 1 000)

Share Treasury Additional Retained Total
capital shares paid-in capital earnings

Balances at January 1, 2007 23 900 (188 568) 958 655 1458 885 2252 872
Dividend - - - (44 876) (44 876)
Capital reduction (1 400) 127 626 (126 226) - -
Trade with treasury shares
(incl. balance change) - (196 537) 19 043 - (177 494)
Liability from options - - 2 064 - 2 064
Total comprehensive income
for the year - - - (265 411) (265 411)
Balances at December 31, 2007 22 500 (257 479) 853 536 1148 598 1767 155
Balances at January 1, 2008 22 500 (257 479) 853 536 1148 598 1767 155
Dividend - - - (16 467) (16 467)
Capital reduction (2 250) 189 364 (187 114) - -
Trade with treasury shares
(incl. balance change) - (267 880) (17 732) - (285 612)
Liability from options - - 1085 - 1085
Effect of early conversion of
convertible bond - - (6 705) - (6 705)
Total comprehensive income
for the year - - - 45 353 45353
Balances at December 31, 2008 20 250 (335 995) 643 070 1177 484 1504 809
Balances at January 1, 2009 20 250 (335 995) 643 070 1177 484 1504 809
Dividend - - - (29 665) (29 665)
Capital reduction (2 025) 169 521 (167 496) - -
Trade with treasury shares
(incl. balance change) - 29220 (24 769) - 4451
Total comprehensive income
for the year - - - 36 626 36 626
Balances at December 31, 2009 18 225 (137 254) 450 805 1184 445 1516 221

The notes on pages 34 to 51 are an integral part of these consolidated financial statements.
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Consolidated statement of
cash flow for the year ended December 31
(in CHF 1 000)

Notes 2009 2008
Cash flows from operating activities
Proceeds from sales of securities 4 422 198 738123
Purchase of securities 4 (243 855) (212 030)
Dividend receipts 866 895
Interest receipts 153 179
Interest payments (84) (3 349)
Payments for services (11 224) (14 368)
Taxes paid 6 (216) (60)
Total cash flows from operating activities 167 838 509 390
Cash flows from financing activities
Dividend payment (29 665) (16 467)
Interest payment convertible bond BB BIOTECH 18 (6 738) (7 000)
Proceeds from sales of treasury shares and derivatives on treasury shares 78 227 93 782
Purchase of treasury shares and derivatives on treasury shares (78 839) (384 740)
(Repayment)/borrowing of loans - (190 000)
Repayment convertible bond BB BIOTECH (100 000) -
Total cash flows from financing activities (137 015) (504 425)
Foreign exchange difference 1159 (3384)
Increase in cash and cash equivalents 31982 1581
Cash and cash equivalents at the beginning of the year 12 454 10 873
Cash and cash equivalents at the end of the year 44 436 12 454
Liquid funds 44 436 12 454
Cash and cash equivalents at the end of the year 44 436 12 454

The notes on pages 34 to 51 are an integral part of these consolidated financial statements.
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1. The Company and its principal activity

BB BIOTECH AG (the Company) is listed on the SIX Swiss Exchange, in the “Prime Standard
Segment” of the German Exchange as well as in the “Star Segment” of the Italian Exchange
and has its registered office in Schaffhausen, Vordergasse 3. Its principal activity is to invest
in companies active in the biotechnology industry. The investments are held through its
wholly owned subsidiaries.

Company Capital Interest

in CHF 1 000 in capital in %
BIOTECH FOCUS N.V., Curagao 11 100
BIOTECH INVEST N.V., Curagao 11 100
BIOTECH TARGET N.V., Curagao 11 100
BIOTECH GROWTH N.V., Curagao 11 100

2. Accounting policies
General

The consolidated financial statements of the Company and its subsidiary companies (the
Group) have been prepared in accordance with International Financial Reporting Standards
(IFRS), as well as the provisions of the rules of the SIX Swiss Exchange for Investment Com-
panies. The consolidation is prepared from the audited financial statements of the Group
companies using uniform accounting principles. With the exception of financial assets and
liabilities (including derivative instruments), which are held at fair value through profit or
loss, the financial statements are prepared under the historical cost convention. This requires
management to make assumptions and estimates that have an impact on the balance sheet
values and items of the income statement in the current financial year. In certain circum-
stances, the actual values may diverge from these estimates.

New IFRS standards and interpretations
The following new standards and interpretations, valid since January 1, 2009, have been
applied in these annual consolidated financial statements:

—IFRS 2 (revised, effective January 1, 2009) — Share-based payments

—IFRS 3 (revised, effective July 1, 2009) — Business combinations

—IFRS 5 (revised, effective July 1, 2009) — Non-current assets held-for-sale and discon-
tinued operations

— IFRS 7 (effective January 1, 2009) — Financial instruments: Disclosure

— IFRS 8 (effective January 1, 2009) — Operating segments

—1AS 1 (revised, effective January 1, 2009) — Presentation of financial statements

—IAS 16 (revised, effective January 1, 2009) — Property, plant and equipment

—1AS 19 (revised, effective January 1, 2009) — Employee benefits

—IAS 20 (revised, effective January 1, 2009) — Accounting for government grants and
disclosure of government grants

—IAS 23 (revised, effective January 1, 2009) — Borrowing costs

—IAS 27 (revised, effective July 1, 2009) — Consolidated and separate financial statements

—IAS 28 (revised, effective January 1, 2009) — Investments in associates, and consequential
amendments to IAS 32 — Financial instruments: Presentation and IFRS 7: Financial
instruments: Disclosures

—IAS 29 (revised, effective January 1, 2009) — Financial reporting in hyperinflationary
economies

—1AS 317 (revised, effective January 1, 2009) — Interests in joint ventures

—IAS 32 (revised, effective January 1, 2009) — Financial instruments: Presentation
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— IAS 36 (revised, effective January 1, 2009) - Impairment of assets

— IAS 38 (revised, effective January 1, 2009) — Intangible assets

—1AS 39 (revised, effective January 1, 2009) — Financial instruments: Recognition and
measurement

—IAS 40 (revised, effective January 1, 2009) — Investment property and consequential
amendments to IAS 16

—IAS 41 (revised, effective January 1, 2009) — Agriculture

—IFRIC 13 (effective July 1, 2008) — Customer loyalty programs

—IFRIC 15 (effective January 1, 2009) — Agreements for the construction of real estate

—IFRIC 16 (effective October 1, 2008) — Hedges of a net investment in a foreign operation

There are no effects and changes in the accounting policies due to the adoption of above
mentioned standards and interpretations.

The following standards, interpretations and amendments to published standards were
approved, but will only be applicable for the Group on or after January 1, 2010, and were
not early adopted in these financial statements:

—IFRS 1 (amended, effective July 1, 2009) - First time adoption of IFRS and IAS 27 (revised)
— Consolidated and separate financial statements

—IAS 39 (amended, effective July 1, 2009) — Financial instruments, “Eligible hedged
items”

— IFRIC 17 (effective July 1, 2009) - Distributions of non-cash to owners

— IFRIC 18 (effective July 1, 2009) - Transfers of assets from customers

The Group assessed the impact of the above mentioned new or revised standards and interpre-
tations and concluded that there are no substantial effects and changes in the accounting poli-
cies due to the adoption of the standards and interpretations. The Group will adopt the above
mentioned standards and interpretations from annual periods beginning January 1, 2010.

Basis of consolidation

The consolidated financial statements include the Company and the subsidiary companies
which are controlled by it. Control is the power to govern the financial and operating policies
generally defined as ownership, either directly or indirectly, of more than 50% of the voting
rights of a company's share capital. Subsidiaries are fully consolidated from the date on
which control is transferred to the Company and are deconsolidated from the date that
control ceases. The consolidation is performed using the purchase method. All intercompany
transactions and balances with companies included in the consolidation are eliminated. All
Group companies have a December 31 year-end.

Foreign currency translation

Based on the economical environment in which the Company and its subsidiaries operate,
the consolidated financial statements of the Group are presented in Swiss Francs, which is
the Group's functional and presentation currency. Transactions in foreign currencies are
converted at exchange rates as at transaction dates. Assets and liabilities in foreign curren-
cies at year-end are translated at rates of exchange prevailing as at the balance sheet date.
Exchange differences are reflected in the statement of income. Translation differences on
marketable securities held at fair value through profit or loss are reported as part of the net
gains/(losses) from marketable securities.

Cash and cash equivalents
Cash and cash equivalents comprise current accounts and call money at banks and are
stated at the notional amount as this is a reasonable approximation of fair value.
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Receivables/payables against brokers
Receivables/payables against brokers result from security transactions and do not bear any inter-
est. These are stated at the carrying amount as this is a reasonable approximation of fair value.

Marketable securities

Marketable securities consist of securities and derivatives and are designated at fair value
through profit or loss. Initially securities and derivatives are valued at fair value and are
subsequently remeasured at market values based on stock exchange prices or generally
accepted valuation models that are based on market conditions existing at each balance
sheet date, such as Black-Scholes, earnings multiple and discounted cash flow model.
Purchases and sales of marketable securities are accounted for at trade date. Realized gains
and losses on security trading are recognized in the statement of income as net realized
gains/losses from marketable securities at the day of the transaction. Changes in fair value
of securities are recognized as net unrealized gains/losses from marketable securities in the
statement of income in the period in which they arise. Marketable securities are derecog-
nized when the rights to receive cash flows from marketable securities have expired or where
the Group has transferred substantially all risks and rewards of ownership. Based on the
exemption in IAS 28 for venture capital organizations, mutual funds and similar entities in-
vestments in associates are treated in accordance with IAS 39.

Financial assets
The Group classifies its financial assets in the following categories: at fair value through
profit or loss as well as loans and receivables.

Financial assets at fair value through profit or loss comprise marketable securities which are
classified as current assets.

Loans and receivables are non-derivative financial assets with fixed or determinable pay-
ments that are not quoted in an active market. They are included in current assets, except
for maturities greater than twelve months after the balance sheet date. These are classified
as non-current assets. Loans and receivables comprise cash and cash equivalents, receivables
against brokers and other assets.

Taxes
Taxes are calculated based on reported income and include taxes on capital. Such taxes are
calculated in accordance with the tax regulations in force in each country.

The Group provides for deferred taxes using the liability method for items reported in dif-
ferent periods for financial statements and income tax purposes. Tax loss carry-forwards are
only recorded if there is assurance that future taxable income will be sufficient to allow the
benefit of the loss to be realized. Deferred tax balances are adjusted for subsequent changes
in tax rates or for new taxes imposed.

Earnings per share

Basic earnings per share are calculated by dividing the net profit/loss attributable to share-
holders by the weighted average number of registered shares in issue during the year, less
treasury shares. For the diluted earnings per share, the weighted average number of regis-
tered shares in issue and the net profit is adjusted to assume conversion of all dilution poten-
tial registered shares. The potential registered shares include all registered shares, which will
be issued by exercising warrants or options and the underlying shares of the mandatorily
convertible bond.
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Short-term borrowings from banks
Short-term borrowings are recognized initially at fair value, net of transaction costs incurred.
Borrowings are subsequently stated at amortized cost; any difference between the proceeds
(net of transaction costs) and the redemption value is recognized in the income statement
over the period of the borrowings using the effective interest method. Borrowings are clas-
sified as current liabilities unless the Group has an unconditional right to defer settlement of
the liability for at least twelve months after the balance sheet date.

Convertible bond issued
The fair value of the liability portion of a convertible bond is determined using market inter-
est rates for an equivalent non-convertible bond. This amount is recorded as liability on an
amortized cost basis until extinguished on conversion or maturity of the bond. The remainder
is allocated to the conversion component which is included in the shareholders’ equity. The
issuing costs are allocated to the debt and equity component relative to their proportions.

In order to cover its delivery commitment under the mandatory convertible bond, the Com-
pany has acquired 1.11 mn call options with a strike of CHF 5.30 (dividend adjusted), matu-
rity January 6, 2009. The call options, in conjunction with the delivery commitment, were
recognized in equity. The present value of the payment due at maturity in conjunction with
the exercise of the call options is reported in the balance sheet under the heading “Liability
from options.”

Treasury shares
Treasury shares and derivative instruments on treasury shares are deducted from sharehol-
ders' equity. On the other hand, a short position of treasury shares increases shareholders’
equity. All profits and losses arising from trading in treasury shares are directly credited/
debited to additional paid-in capital. Treasury shares may be acquired and held by the Com-
pany or by other members of the consolidated Group.

Net asset value per share
The net asset value per share is calculated by dividing the shareholders' equity by the number
of shares outstanding less treasury shares held. For the diluted net asset value per share,
the number of treasury shares is adjusted to assume conversion of all dilution potential reg-
istered shares. The potential registered shares include all registered shares, which will be
issued by exercising warrants or options and the underlying shares of the mandatory conver-
tible bond.

Dividend income
Dividends on marketable securities are recognized in the income statement when the Group's
right to receive payment is established.

Commitments, contingencies and other off-balance sheet transactions
The operations of the Group are affected by legislative, fiscal and regulatory developments
for which provisions are made where deemed necessary.

Critical accounting estimates and judgments
The fair value of financial instruments that are not traded in an active market is determined
by using valuation techniques. The Group makes estimates and assumptions that are mainly
based on market conditions to value these financial instruments. Since these financial instru-
ments are not traded in an active market, inherent difficulties exist to value these financial
instruments. These difficulties cannot be eliminated. The difference between the proceeds
from sale of these financial instruments and the carrying amount can be material.
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3. Changes in companies consolidated
There have been no changes in the Group companies consolidated in comparison to the
prior year.

4. Marketable securities
Marketable securities comprise the following:

Company Number Change to Number Market price in Valuation Valuation
12/31/2008 12/31/2008 12/31/2009 original currency CHF mn CHF mn

12/31/2009 12/31/2008

Actelion 8577 664 (1077 664) 7 500 000 CHF  55.20 414.0 509.5
Celgene 4364 439 - 4364 439 UsD 55.68 251.6 258.1
Gilead 6003 618 (388 850) 5614 768 UsD  43.27 2515 328.5
Vertex Pharmaceuticals 5 000 000 (190 892) 4 809 108 USD 42.85 213.4 162.5
Novo Nordisk - 920 506 920 506 DKK 332.00 60.9 -
Zymogenetics 4 000 000 2 000 000 6 000 000 usb 6.39 39.7 12.8
Amgen - 500 000 500 000 Usb 56.57 29.3 -
Roche Holding GS 150 000 - 150 000 CHF 175.80 26.4 24.4
Incyte 947 166 1739700 2 686 866 usD 9.11 253 3.8
Genzyme - 406 600 406 600 USD  49.01 20.6 -
Micromet - 2983725 2983725 usb 6.66 20.6 -
Arena Pharmaceuticals 3339430 2 092 550 5431 980 usD 3.55 20.0 14.9
Biogen Idec 1711200 (1461 200) 250 000 UsD 53.50 13.8 87.2
Basilea Pharmaceutica 186 137 13 863 200 000 CHF  64.45 12.9 27.7
Affymetrix 2 000 000 - 2 000 000 usD 5.84 121 6.4
Optimer Pharmaceuticals 1027 539 (143 990) 883 549 usb  11.27 10.3 13.3
Elan 1500 000 - 1500 000 usb 6.52 10.1 9.7
NicOx 1 000 000 - 1 000 000 EUR 5.83 8.6 11.6
Epigenomics 945 000 - 945 000 EUR 3.52 4.9 2.8
BioXell 487 194 - 487 194 CHF 7.65 3.7 3.0
Keryx Biopharmaceuticals 939 311 (237 500) 701 811 usD 2.50 1.8 0.2
Clinuvel - 1296 006 1296 006 AUD 0.27 0.3 -
Genentech 1104 436 (1104 436) - usb - - 98.0
The Medicines Company 587 100 (587 100) - usbD - - 9.3
Rigel Pharmaceuticals 370 000 (370 000) - usb - - 3.2
Listed shares 1451.9 1586.9
Probiodrug - 1858736 1858 736 EUR 2.69 7.4 -
Unlisted shares 7.4 -
Total shares 1459.3 1586.9

3% Convertible Bond Deutsche Bank
London - 05/18/2012" - 3525730 3525730 CHF 75.38 2.7 -

Total bonds 2.7 -

1) Convertible into registered shares BB BIOTECH AG
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Company Number Change to Number Market price in Valuation Valuation
12/31/2008 12/31/2008 12/31/2009 original currency CHF mn CHF mn
12/31/2009 12/31/2008
Derivative instruments
(share, type, strike price, expiration date,
conversion ratio)
SWAP Agreement BB BIOTECH AG,
05/18/2012 1 - 1 CHF - 1.3 1.4
Basilea, put option, CHF 68.00,
03/19/2010, 1:1 - (50 000) (50 000) CHF 8.00 (0.4) -
Gilead, call option, USD 54.00,
02/20/09, 1:1 (400 000) 400 000 - usD - - (1.0)
Total derivative instruments 0.9 0.4
Total securities 1463.0 1587.3
UsD 1= CHF 1.03535 1.06985
EUR 1 = CHF 1.48295 1.49405
AUD 1 = CHF 0.93145 0.75300
DKK 100 = CHF 19.92950 20.02940

The marketable securities are deposited with Credit Suisse, Zurich, Luzerner Kantonalbank,
Lucerne, Deutsche Bank, Frankfurt, as well as Bank am Bellevue, Kisnacht.

Investment decisions have been delegated to Asset Management BAB N.V., Curacao.

Change in value by investment category from January 1, 2008, to December 31, 2008

(incl. securities short, in CHF 1 000)

Listed Bonds  Derivative Unlisted Total
shares instruments shares
Opening balance as at 01/01/2008
at fair values 2028 202 - 8 352 - 2036554
Purchases 210 638 - 1212 - 211 850
Sales (725 990) - (7 827) - (733 817)
Reclassification (200) - 200 - -
Realized gains 97 618 - 6707 - 104 325
Realized losses (14 873) - (1 668) - (16 541)
Unrealized gains 161 899 - - - 161 899
Unrealized losses (170 614) - (6 339) - (176 953)
Net gains/(losses) from marketable
securities 74 030 - (1 300) - 72730
Closing balance as at 12/31/2008
at fair values 1586 680 - 637 - 1587317

1) Excercise (50 000) put options Basilea Pharmaceuticals, CHF 160, 11/21/2008, 1:1
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Change in value by investment category from January 1, 2009, to December 31, 2009
(incl. securities short, in CHF 1 000)

Listed Bonds  Derivative Unlisted Total
shares instruments shares
Opening balance as at 01/01/2009
at fair values 1586 880 - 438 - 1587317
Purchases 222 126 2226 13 958 7 554 245 863
Sales (369 654) - (52 610) - (422 265)
Reclassification " (691) - 691 - -
Realized gains 29 765 - 39 862 - 69 627
Realized losses (11 491) - (1 080) - (12 571)
Unrealized gains 109 006 432 - - 109 438
Unrealized losses (113 964) - (324) (139) (114 427)
Net gains/(losses) from marketable
securities 12 625 432 39 149 (139) 52 067
Closing balance as at 12/31/2009
at fair values 1451 976 2 658 934 7 415 1462 982

1) Exercise (250 000) call options Genentech, USD 89, 03/20/2009, 1:1
Exercise (196 600) call options Vertex, USD 36, 07/31/2009, 1:1

5. Other short-term liabilities
(in CHF 1 000)
Other short-term liabilities comprise the following:

12/31/2009 12/31/2008

Payables to the asset manager 37 75
Payables to the Board of Directors 113 113
Payables to the market maker 26 61
Total liabilities to related parties 176 249
Accrued interest mandatory convertible bond BB BIOTECH - 6626
Other liabilities 640 491
Total liabilities to third parties 640 7117
816 7 366

Liabilities to related parties represent unpaid fees, commissions as well as administration and
legal costs.

6. Taxes

In the current year as well as in the prior year the average effective income tax rate on a
consolidated basis was approx. 2% (2008: <1%). This low rate is mainly attributable to the
fact that the biggest part of income was realized by companies situated in Curagao (offshore
companies). No provisions for deferred taxes are needed.

As at December 31, 2009, there is no nettable loss carry forward (2008: none).
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7. Shareholders' equity

The share capital of the Company consists of 18.23 mn fully paid registered shares (2008:
20.25 mn registered shares) with a par value of CHF 1 each (2008: CHF 1). CHF 3.6 mn of the
additional paid-in capital (2008: CHF 4.5 mn) are undistributable.

Par value Nominal value of Number of shares Treasury shares  Outstanding shares
per share the share capital number number
in CHF in CHF 1 000
January 1, 2008 1 22 500 22 500 000 2628 848 19 871 152
Capital reduction (2 250) (2 250 000) (2 250 000)
Purchases of treasury shares at an
average price of CHF 81.57 4715145 (4 715 145)
Sales of treasury shares at an
average price of CHF 83.15 (1110 355) 1110 355
Exercise convertible bond (61221) 61221
December 31, 2008 1 20 250 20 250 000 3922417 16 327 583
January 1, 2009 1 20 250 20 250 000 3922417 16 327 583
Capital reduction (2 025) (2 025 000) (2 025 000)
Purchases of treasury shares at an
average price of CHF 72.02 1023 217 (1023 217)
Sales of treasury shares at an
average price of CHF 70.51 (1109 475) 1109 475
December 31, 2009 1 18 225 18 225 000 1811159 16 413 841

As at December 31, 2009, there exists an authorized capital of CHF 9.1 mn (2008:
CHF 10.6 mn) as well as a conditional capital of CHF 9.1 mn (2008: CHF 10.6 mn). The
conditional capital consists of a tranche of CHF 4.55 mn in order to the exercise of option
bond rights and a tranche of CHF 4.55 mn in order to the exercise of convertible and option
bond rights granted in the past or in future in connection with bond obligations or other
financial market instruments of the Company.

At the General Shareholders’ Meeting held March 30, 2009, a resolution was approved to
reduce the Company's share capital by CHF 2 025 000 to a current level of CHF 18 225 000.
On June 16, 2009, 2 025 000 registred shares at a par value of CHF 2 025 000 were with-
drawn from the commercial register; the capital reduction has thus been concluded.

At the General Shareholders’ Meeting held April 4, 2008, a resolution was approved to re-
duce the Company's share capital by CHF 2 250 000 to a current level of CHF 20 250 000.
On August 21, 2008, 2 250 000 registered shares at a par value of CHF 2 250 000 were
withdrawn from the commercial register: the capital reduction has thus been concluded.

Since the Company's treasury shares are already deducted from shareholders’ equity at the
time of redemption in accordance with the International Financial Reporting Standards (IFRS),
the capital reductions had no impact whatsoever on the net asset value of the Group.

The principal activity of the Group is to invest in marketable securities for the purpose of
capital appreciation.
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8. Administrative expenses
(in CHF 1 000)

Administrative expenses comprise the following:

2009 2008
Fund manager
— Fixed fees portion 5351 6 490
Board of Directors remuneration
— Fixed fees portion 535 649
— Social security employer's contribution 32 46
5918 7185

Detailed information regarding the remuneration model for the Board of Directors and the

asset manager are mentioned under note 16 “Related party transactions.”

9. Other expenses
(in CHF 1 000)
Other expenses comprise the following:

2009 2008
Bank charges 1793 2141
Financial reporting and Annual General Meeting 2180 2751
Other expenses 1331 1541

5303 6433
10. Earnings per share

2009 2008
Total comprehensive income for the year (in CHF 1 000) 36 626 45 353
Weighted average number of shares in issue 16 554 719 17 700 242
Gain and diluted gain per share in CHF 2.21 2.56

At December 31, 2009, there were no potential issues of registered shares which would lead

to a dilution (2008: none).
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11. Segment information

(in CHF 1 000)

The Group has only one business segment, namely the holding of investments in companies
active in the biotechnology industry.

The geographical analysis of the operating income before tax is as follows:

Operating income before tax 2009 2008
USA 47 329 29 235
Denmark 13149 -
France 526 (6 613)
Ireland 497 (30 509)
Great Britain 432 6 460
Australia 412 -
Italy 324 (12 996)
Germany (4 093) 18 139
Curagao (7 097) (8 482)
Switzerland (14 047) 50 183

37 432 45 417

12. Assets pledged
The securities are a collateral for credit lines of CHF 350 mn (2008: CHF 250 mn and
USD 140 mn). At December 31, 2009, the Group has claimed no credits (2008: none).

13. Commitments, contingencies and other off-balance sheet transactions
The Group had no commitments or other off-balance sheet transactions open at
December 31, 2009 (2008: none).

The operations of the Group are affected by legislative, fiscal and regulatory developments
for which provisions are made where deemed necessary. Management concludes that as at
December 31, 2009, no proceedings existed which could have any effect on the financial
position of the Group (2008: none).
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14. Financial risk management

Within the framework of the law, articles of incorporation and regulations, the investment
management can carry out currency and marketable security forward transactions, buy,
sell and make use of options as well as fulfill all necessary obligations that result from these
businesses, and especially arrange all necessary security.

Credit risk

The Group takes on exposure to credit risk, which is the risk that a counterparty will be
unable to pay amount in full when due. Impairment provisions are provided for losses that
have been incurred by the balance sheet date, if any. The Group maintains business relations
only with counterparties with a high credit rating. All transactions in listed securities are
settled/paid for upon delivery using approved brokers. The risk of default is considered
minimal, as delivery of securities sold is only made once the broker has received payment.
Payment is made on a purchase once the securities have been received by the broker. The
trade will fail if either party fails to meet its obligation. Other assets consist of prepayments.
The Group's credit positions, if any, are monitored on a daily basis by the asset manager and
are reviewed on a monthly basis by the Board of Directors.

Market risks

Risk associated with changing market prices
Due to its business activity and the resulting high portion of marketable securities in relation
to total assets, the Group is exposed to market price risk arising from uncertainties and
fluctuations on the financial and foreign exchange markets.

The Group participates partially, but to a substantial extent, in the capital of its investments.
In the case of sales of large parts of these investments, its influence of the market price is
possible. The Group's marketable securities positions are monitored on a daily basis by the
asset manager and are reviewed on a monthly basis by the Board of Directors.

The annual volatility of registered shares BB BIOTECH AG (reference volatility for the
marketable securities) for 2009 is 26.41% (2008: 29.71%). At December 31, 2009, had the
value of marketable securities increased or decreased by 26.41% (2008: 29.71%) with all
other variables held constant, the increase or decrease respectively in net income/loss as well
as shareholders' equity would amount to CHF 386.4 mn (2008: CHF 471.6 mn).

The unlisted shares are valued using the earnings multiple model. The underlying market risk
variable is the price earnings multiple. At December 31, 2009, a change in the price earnings
multiple of +/-1 would increase or decrease the net income/loss as well as shareholders’
equity by CHF 0.1 mn (2008: no unlisted shares held).

Interest risk
Interest rates on liquid funds are based on market rates. The funds are due at sight.

Short-term borrowings from banks, if any, are on current and short-term loan accounts with
interest based at market rates. Due to the high level of own funds, the effect of interest
payable on the statement of income is insignificant. The majority of the Group's marketable
securities are non-interest bearing; as a result, the Group is not subject to significant amounts
of risk due to fluctuations in the prevailing levels of market interest rates.

The Group's interest sensitivity is monitored on a daily basis by the asset manager and
reviewed on a monthly basis by the Board of Directors.
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Currency risk
The Group holds assets denominated in currencies other than the Swiss Franc, the functional
currency. It is therefore exposed to currency risk, as the value of the securities denominated
in other currencies will fluctuate due to changes in exchange rates. Since January 1, 2009, the
Group uses foreign currency options to reduce the currency risk.

The following transactions in derivative instruments were done in 2009 to reduce the cur-
rency risk:

Financial instruments Contract value Contract value Open positions Maturity Market
purchases 2009 sales 2009 at balance value
sheet date 12/31/2009

Foreign currency options
USD call options — (400 000 000) - n.a. -
USD put opions 400 000 000 (400 000 000) - n.a. -

The following tables summarize the Group's exposure to currency risks.

Concentration of assets and liabilities under US Dollar (in CHF 1 000):

2009 2008
Assets
Liquid funds 10721 1616
Receivables from brokers 67 _
Marketable securities 920 183 1006 841
Liabilities
Payables to brokers 1349 -
Other short-term liabilities 21 -
Total 929 601 1 008 457

The annual volatility of USD/CHF for 2009 amounts to 12.82% (2008: 15.14%). At December 31,
2009, had the exchange rate between USD/CHF increased or decreased by 12.82% (2008:
15.14%) with all other variables held constant, the increase or decrease respectively in
net income/loss as well as shareholders’ equity would amount to CHF 119.2 mn (2008:
CHF 152.7 mn).

Concentration of assets and liabilities under Danish Krone (in CHF 1 000):

2009 2008
Assets
Liquid funds 3093 -
Marketable securities 60 906 -
Liabilities
Payables to brokers 659 -
Total 63 340 -

The annual volatility of DKK/CHF for 2009 amounts to 6.18% (2008: 8.66%). At December 31,
2009, had the exchange rate between DKK/CHF increased or decreased by 6.18% (2008:
8.66%) with all other variables held constant, the increase or decrease respectively in
net income/loss as well as shareholders’ equity would amount to CHF 3.9 mn (2008:
CHF 0.0 mn).
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Concentration of assets under Euro (in CHF 1 000):

2009 2008
Assets
Liquid funds 1497 3597
Marketable securities 20989 14 418
Total 22 486 18 015

The annual volatility of EUR/CHF for 2009 amounts to 6.14% (2008: 8.71%). At December 31,
2009, had the exchange rate between EUR/CHF increased or decreased by 6.14% (2008:
8.71%) with all other variables held constant, the increase or decrease respectively in
net income/loss as well as shareholders’ equity would amount to CHF 1.4 mn (2008:
CHF 1.6 mn).

The Group's currency position is monitored on a daily basis by the asset manager and is
reviewed on a monthly basis by the Board of Directors.

Liquidity risk
The Group invests the majority of its assets in investments that are traded in an active
market and can be readily disposed of. The Group's treasury shares, with the exception of
shares purchased under a share-buy-back program, are considered readily realizable as they
are listed on various stock exchanges. The Group invests a minor part of its portfolio in
marketable securities, which are not traded on a stock exchange and may be illiquid. As a
result, the Group may not be able to liquidate quickly its investments in these instruments.

The tables below analyze the Group's financial liabilities into relevant maturity groupings
based on the remaining period at the balance sheet date to the contractual maturity date
(in CHF 1 000):

At December 31, 2008 Less than 1-3 months More than 3 months/

1 month no stated maturity
Other short-term liabilities 6943 423 -
Marketable securities short - 977 -
Tax accrual - - 207
Convertible bond BB BIOTECH 192 525 - -
Liability from options 5747 - -
Total liabilities 205 215 1400 207
At December 31, 2009 Less than 1-3 months More than 3 months/

1 month no stated maturity
Payables to brokers 2612 - -
Other short-term liabilities 397 419 -
Marketable securities short - 400 -
Tax accrual - - 798
Total liabilities 3 009 819 798

The Group's liquidity position is monitored on a daily basis by the asset manager and is re-
viewed on a monthly basis by the Board of Directors.
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Diversification
As a rule, the securities portfolio consists of four to eight core holdings as well as ten to 20
minor ones. The maximum share of companies without a stock market listing is 10%.

As per December 31, 2009, the Group held four core investments, representing 77% of the
portfolio. The portfolio is — in line with the strategy — concentrated on a limited number of
investments. Risk diversification is therefore bounded.

Fair values
The following table presents the Group's assets and liabilites that are measured at fair value
at December 31, 2009 (in CHF 1 000):

2009 Level 1 Level 2 Level 3 Total

Assets

Financial assets
at fair value through profit or loss

- Derivative instruments - 1334 - 1334
— Listed shares 1451976 - - 1451976
— Listed bonds 2 658 - - 2 658
— Unlisted shares - - 7 415 7 415
Total assets 1454 634 1334 7 415 1463 382
Liabilities

Financial liabilities
at fair value through profit or loss

— Derivative instruments - (400) - (400)
Total liabilities - (400) - (400)

The fair value of financial instruments traded in active markets is based on quoted market
prices at the balance sheet date. A market is regarded as active if quoted prices are readily
and regularly available and those prices represent actual and regularly occuring market
transactions on an arm's length basis. The quoted market price used for financial assets held
by the group is the closing price. These instruments are included in level 1.

The fair value of financial instruments that are not traded in an active market is determined
by using valuation techniques. These valuation techniques maximise the use of observable
market data where it is available and rely as little as possible on entity specific estimates. The
options are valued on the basis of the Black-Scholes model which is based on market condi-
tions existing at each balance sheet date. These instruments are included in level 2.
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If one or more of the significant inputs is not based on observable market data, the instru-
ment is included in level 3. The unlisted shares are valued using the earnings multiple model.
The loss of 2009 occurs due to foreign currency revaluation.

The table below summarizes the transactions in level 3 instruments (in CHF 1 000):

At December 31, 2009 Unlisted shares Total
at fair value through
profit or loss

Opening balance - -

Purchases 7 554 7 554
Loss (139) (139)
Closing balance 7 415 7 415
Total loss (139) (139)

As at December 31, 2009, and December 31, 2008, the values in the balance sheet of liquid
funds, other assets, short-term borrowings from banks and other short-term liabilities cor-
respond to fair values because of their short-term maturity.
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15. Financial assets and liabilities ()]
Financial assets and liabilities are allocated to categories as follows (in CHF 1 000): _
At December 31, 2008 Loans and Assets Total <_E
receivables  at fair value through O
profit or loss Z
Assets as per balance sheet <
Liquid funds 12 454 - 12 454 z
Receivables from brokers 1 - 1 E
Marketable securities - 1588 294 1588 294
Other assets 18 427 - 18 427 D
30 882 1588 294 1619 176 L|l_J
Liabilities Other financial Total g
at fair value through liabilities f—
profit or loss |
Liabilities as per balance sheet O
Other short-term liabilities - 7 366 7 366 (£
Marketable securities short 977 - 977 O
Convertible bond - 100 070 100 070 O
Liability from options - 5747 5747
977 113 183 114 160 IEIEJ
At December 31, 2009 Loans and Assets Total O
receivables at fair value through l_
profit or loss
Assets as per balance sheet tlrJ)
Liquid funds 44 436 - 44 436 |_
Receivables from brokers 67 - 67 O
Marketable securities - 1463 382 1463 382 e
Other assets 12 962 - 12 962
57 465 1463 382 1520 847
Liabilities Other financial Total
at fair value through liabilities
profit or loss
Liabilities as per balance sheet
Payables to brokers - 2612 2612
Other short-term liabilities - 816 816
Marketable securities short 400 - 400
400 3428 3828
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Profit and loss from financial assets and liabilities are allocated to categories as follows

(in CHF 1 000):

2008 Loans and Financial Other financial Total
receivables instruments liabilities

at fair value

through profit

or loss

Profit and loss from financial instruments
Gain from marketable securities - 72730 - 72730
Finance income 183 - - 183
Dividend income - 895 - 895
Finance expenses - - (11 401) (11 401)
Foreign exchange losses net (3 384) - - (3 384)
2009 Loans and Financial Other financial Total
receivables instruments liabilities

at fair value

through profit

or loss

Profit and loss from financial instruments

Gains from marketable securities - 52 067 - 52 067
Finance income 132 - - 132
Dividend income - 866 - 866
Foreign exchange gains net 1159 - - 1159
Finance expenses - - (5 640) (5 640)

16. Related party transactions

Purchases and sales of shares traded in Switzerland are partly processed and settled via
Bank am Bellevue AG. The transactions in question are based on common contractual forms
in the sector and are concluded subject to market terms and conditions. In addition, Bank
am Bellevue AG was mandated with a market making mandate. The commissions for these
transactions amount to 0.2% and 0.25% respectively. The administration and legal
costs incurred at Bellevue Asset Management Group amounting to CHF 333656 (2008:
CHF 272467) were charged to the BB BIOTECH Group. The amounts outstanding at the
balance sheet date are disclosed in note 5 “Other short-term liabilities.”

The remuneration model of BB BIOTECH AG ensures that the interests of the shareholders,
the asset managers and the Board of Directors are all the same. Remuneration therefore
depends on the share price and is made up of a flat fee component and a performance-
related fee component. The Board of Directors receives remuneration in an amount of 10%
of the remuneration of the fees paid to the asset manager. Detailed information about the
remuneration to the Board of Directors are mentioned on page 57 under note 2.1 “Remu-
neration to the Board of Directors and the asset manager.”

Flat fee component:
This amounts to 0.4% of market capitalization annually and is calculated as at the end of
each quarter pro rata temporis on the basis of the closing price of the stocks traded on the
SIX Swiss Exchange.
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Performance-related fee:

The performance-related fee is calculated quarterly and amounts to 0.19% of the market
value at the end of the previous period in the case of an increase in the stock price of 5 to
10% per annum (p.a.), an additional 0.25% in the case of an increase of 10 to 15% p.a.,
and an additional 0.31% in the case of an increase of 15 to 20% p.a. The price basis or
hurdle for the performance-related pay component rises after each quarter to the value on
which the last performance-related pay component was paid, though by a minimum of
5% p.a. and a maximum of 20% p.a. The hurdles are calculated separately for each
group of capital (i.e. the capital increases at different times and prices) from the day of their
initial listing.

Because of the minimum/maximum performance and calculation being done over the life-
time, it can occur that the applicable market value at the end of a weak quarter is still above
the price basis for a performance-related fee. Conversely, a period with above-average
growth in the market value will not result in performance-related pay if the hurdles are not
exceeded.

For the end of the next quarter (March 31, 2010) the hurdle rates for payment of a perfor-
mance-related fee will be as follows:

— 70.1% of the shares CHF 113.85
14.4% of the shares CHF 116.39
- 3.6% of the shares CHF 120.61
- 6.1% of the shares CHF 262.59
- 5.8% of the shares CHF 270.46

On March 30, 2009, a resolution was passed at the General Shareholders’ Meeting to pay out
a dividend of CHF 1.80 per registered share; the payout in question was made on March 31,
20009. Subsequently, the levels at which performance-related compensation is to be paid
were also adjusted downward by CHF 1.80 as at March 31, 2009.

The remuneration model is determined by the Board of Directors and has not been amended
since the Company was founded.

17. Significant shareholders
The Board of Directors is not aware of any major shareholders with a holding exceeding
3% of all votes as of December 31, 2009.

18. Partially mandatorily convertible bond issue

On January 6, 2009, the partially mandatorily convertible bond was repaid according to the
terms of the prospectus. The repayment was made by paying CHF 100 mn in cash and by
delivery of 1 172 304 registerd shares BB BIOTECH AG. To cover the delivery commitment,
BB BIOTECH AG exercised the oustanding call-options with a strike price of CHF 5.30
(dividend adjusted) on January 6, 2009.

19. Subsequent events
There have been no events subsequent to December 31, 2009, which would affect the
financial statements 2009.
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Report of the statutory auditor
to the general meeting of

BB BIOTECH AG

Schaffhausen

As statutory auditor, we have audited the consolidated financial statements of BB BIOTECH AG,
which comprise the balance sheet, statement of comprehensive income, statement of
changes in equity, statement of cash flow and notes (pages 30 to 51), for the year ended
December 31, 2009.

Board of Directors’ Responsibility

The Board of Directors is responsible for the preparation and fair presentation of the con-
solidated financial statements in accordance with the International Financial Reporting
Standards (IFRS), the Article 14 of the Directive on Financial Reporting (DFR) of the SIX
Swiss Exchange and the requirements of Swiss law. This responsibility includes designing,
implementing and maintaining an internal control system relevant to the preparation and
fair presentation of consolidated financial statements that are free from material misstate-
ment, whether due to fraud or error. The Board of Directors is further responsible for select-
ing and applying appropriate accounting policies and making accounting estimates that are
reasonable in the circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with Swiss law and Swiss Auditing
Standards as well as the International Standards on Auditing. Those standards require that
we plan and perform the audit to obtain reasonable assurance whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assess-
ments, the auditor considers the internal control system relevant to the entity's preparation
and fair presentation of the consolidated financial statements in order to design audit proce-
dures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control system. An audit also includes
evaluating the appropriateness of the accounting policies used and the reasonableness of
accounting estimates made, as well as evaluating the overall presentation of the consoli-
dated financial statements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements for the year ended December 31, 2009
give a true and fair view of the financial position, the results of operations and the cash flows
in accordance with the International Financial Reporting Standards (IFRS) and comply with
the Article 14 of the Directive on Financial Reporting (DFR) of the SIX Swiss Exchange as
well as Swiss law.
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Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Over-
sight Act (AOA) and independence (article 728 CO and article 11 AOA) and that there are
no circumstances incompatible with our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890,
we confirm that an internal control system exists which has been designed for the prepa-
ration of consolidated financial statements according to the instructions of the Board of
Directors.

We recommend that the consolidated financial statements submitted to you be approved.

PrlcewaterhouseCoopers AG

ﬂ*" va / ,5,%,1

e

REPORT OF THE STATUTORY AUDITORS

Thomas Romer Adrian Keller
Audit expert Audit Expert
Auditor in charge

Zurich, February 12, 2010
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Balance sheet as at December 31
(in CHF 1 000)

Assets Notes 2009 2008 Liabilities and shareholders’ Notes 2009 2008
equity
Current assets Current liabilities
Liquid funds 3870 1131 Other current liabilities
Marketable securities 33751 205 409 - Third parties 303 7 168
Other receivables - Related parties 176 249
- Third parties = 20 - Group companies 699 382 716 483
Convertible bond - 192 525
Accrued expenses 1068 -
37 621 206 560 700 929 916 425
Fixed assets Shareholders’ equity
Financial fixed assets Share capital 18 225 20 250
— Investments 1177 070 1177 070 Legal reserves
- General reserve 4500 4 500
- Reserve for treasury shares 137 254 335995
Other reserves 118 848 50720
Retained earnings 3 234 935 55 740
1177 070 1177 070 513 762 467 205
Total assets 1214 691 1383 630 Total liabilities and shareholders’ equity 1214 691 1383 630

On February 12, 2010 BB BIOTECH AG's Board of Directors authorized these financial statements for issue.
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Statement of income for the year ended December 31
(in CHF 1 000)

FINANCIAL STATEMENTS BB BIOTECH AG

2009 2008
Operating income
Dividend income 200 000 100 000
Gain from securities 11352 -
Finance income 1 12
Other income 2568 12 301
213 921 112 313
Operating expenses
Administrative expenses 567 694
Loss from securities = 47 767
Finance expenses 537 7 259
Other expenses 3192 3932
4296 59 652
Operating income before tax 209 625 52 661
Taxes (765) (21)
Net income for the year 208 860 52 640
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1. Notes in accordance with articles 663b, 663b"* and 663c of
the Swiss Code of Obligations

1.1 Guarantee

BB BIOTECH has provided a guarantee of CHF 350 mn to banks relating to credit lines
granted to its subsidiaries (2008: CHF 250 mn and USD 140 mn).

At December 31, 2009, no credits are claimed (2008: none). No marketable securities are

pledged to secure those credits (2008: none).

1.2 Significant investments

Company Capital Interest

in CHF 1000 in capital in %
BIOTECH FOCUS N.V., Curagao 11 100
BIOTECH INVEST N.V., Curagao 11 100
BIOTECH TARGET N.V., Curagao 11 100
BIOTECH GROWTH N.V., Curagao 11 100

The above mentioned companies hold shares in companies active in the biotechnology
industry.

1.3 Treasury shares

Amount of shares

Balance at January 1, 2009 3922 417
Capital reduction (2 025 000)
Purchases at an average price of CHF 72.02 1023217
Sales at an average price of CHF 70.51 (1109 475)
Balance at December 31, 2009 1811159

The treasury shares are partly held by BB BIOTECH AG, Schaffhausen directly and indirectly
through a wholly owned subsidiary.

At the General Shareholders' Meeting held March 30, 2009, a resolution was approved to
reduce the Company's share capital by CHF 2 025 000 to a current level of CHF 18 225 000.
On June 16, 2009, 2 025 000 shares at a par value of CHF 2 025 000 were withdrawn from
the commercial register; the capital reduction has thus been concluded.

1.4 Capital increase

12/31/2009 12/31/2008

CHF 1 000 CHF 1 000
Authorized capital 9 100 10 600
Conditional capital 9 100 10 600

The Board of Directors was authorized at the General Shareholders’ Meeting on March 30,
2009, to increase the share capital by an authorized share capital increase of CHF 9.1 mn at
most until March 29, 2011, and a conditional share capital increase of CHF 9.1 mn at most.
Since the General Shareholders’ Meeting 2009, the Board of Directors has not increased
the share capital.
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1.5 Information to the execution of a risk assessment

The Board of Directors performs annually a risk assessment of business risks. The identified
risks are captured in the risk matrix and if necessary, safeguards to reduce these risks are
documented. If the risk exposure after safeguards for a specific risk is still HIGH, an action
plan to reduce the risk is prepared. HIGH rated risks are monitored on a regular basis. The
chairman of the board is responsible for the risk assessment.

2. Other information

2.1 Remuneration to the Board of Directors and to the asset manager
The Board of Directors remuneration comprised the following (in CHF 1 000):

2008 Remuneration Social security Total
in cash employer’s remuneration
contribution

Prof. Dr. med. Thomas Szucs, Chairman 233 23 256
Prof. Dr. David Baltimore, Vice Chairman 208 - 208
Dr. Clive Meanwell 208 22 230
649 45 694

2009 Remuneration Social security Total
in cash employer’s remuneration

contribution

Prof. Dr. med. Thomas Szucs, Chairman 193 17 210
Prof. Dr. David Baltimore, Vice Chairman 171 - 171
Dr. Clive Meanwell 171 15 186

535 32 567

Being a pure holding company, the Group does not have a management of its own. Asset
Management BaB N.V., Curagao, the Group's asset manager on a mandate basis, received
a total remuneration of CHF 5.6 mn (2008: CHF 6.8 mn). The total remuneration 2009
comprised a fixed fee portion of CHF 5.4 mn (2008: CHF 6.5 mn), no performance related
fee (2008: none) and other expenses of CHF 0.2 mn (2008: CHF 0.3 mn).

2.2 Statement of holdings of the Board of Directors
As at December 31, the Board of Directors held the following registered shares BB BIOTECH AG:

2009 2008

Prof. Dr. med. Thomas Szucs, Chairman 1650 1650

Prof. Dr. David Baltimore, Vice Chairman - -

Dr. Clive Meanwell - -

2.3 Significant shareholders
The Board of Directors is not aware of any major shareholders with a holding exceeding
3% of all votes as of December 31, 2009.
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3. Movements on retained earnings
(in CHF 1 000)

2009 2008
Retained earnings at the beginning of the year 55 740 4567
Appropriation of other reserves - 15 000
Dividend (29 665) (16 467)
Net income for the year 208 860 52 640
Retained earnings at the end of the year 234 935 55 740

Proposal of the Board of Directors for the appropriation of retained earnings
(in CHF 1 000)

2009 2008
Proposal Resolution
of the Board passed at the AGM

Retained earnings at the disposal of the

Annual General Meeting 234935 55 740
Dividend 65778 29 665
Carry forward to the next period 169 157 26 075

234 935 55 740
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Report of the statutory auditor
to the general meeting of

BB BIOTECH AG

Schaffhausen

As statutory auditor, we have audited the financial statements of BB BIOTECH AG, which
comprise the balance sheet, income statement and notes (pages 54 to 58), for the year
ended December 31, 2009.

Board of Directors’ Responsibility

The Board of Directors is responsible for the preparation of the financial statements in ac-
cordance with the requirements of Swiss law and the company'’s articles of incorporation.
This responsibility includes designing, implementing and maintaining an internal control sys-
tem relevant to the preparation of financial statements that are free from material misstate-
ment, whether due to fraud or error. The Board of Directors is further responsible for select-
ing and applying appropriate accounting policies and making accounting estimates that are
reasonable in the circumstances.

REPORT OF THE STATUTORY AUDITORS

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Swiss law and Swiss Auditing Standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers the internal control system relevant to the entity’s preparation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’'s internal
control system. An audit also includes evaluating the appropriateness of the accounting
policies used and the reasonableness of accounting estimates made, as well as evaluating
the overall presentation of the financial statements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements for the year ended December 31, 2009 comply with
Swiss law and the company’s articles of incorporation.
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Report on other legal requirements

We confirm that we meet the legal requirements on licensing according to the Auditor Over-
sight Act (AOA) and independence (article 728 CO and article 11 AOA) and that there are
no circumstances incompatible with our independence.

In accordance with article 728a paragraph 1 item 3 CO and Swiss Auditing Standard 890,
we confirm that an internal control system exists which has been designed for the prepara-
tion of financial statements according to the instructions of the Board of Directors.

We further confirm that the proposed appropriation of available earnings complies with

Swiss law and the company'’s articles of incorporation. We recommend that the financial
statements submitted to you be approved.

PricewaterhouseCoopers AG

REPORT OF THE STATUTORY AUDITORS

- r'r;
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Thomas Romer Adrian Keller
Audit expert Audit expert
Auditor in charge

Zurich, February 12, 2010

60 BB BIOTECH REPORT OF THE STATUTORY AUDITORS



The following chapter is intended to supplement the Annual Report with information on
corporate governance. As our organization is listed on the Swiss, German and Italian stock
exchanges, we wish to be in compliance with the rules and regulations that apply to each of
these markets. A great deal of the required information has already been supplied in past
sections of the Annual Report or is available for download from the Internet. In such cases we
allow us to refer to the relevant pages in this report or to our website, www.bbbiotech.com.

1. Group structure and shareholdership

Please refer to note 1 of the consolidated annual financial statements, in supplementation
whereof we wish to advise that the Board of Directors is not aware of any cross-holdings
with other companies exceeding a limit of 5% in terms of capital or the number of votes. In-
formation on key stockholders is listed under note 17 to the consolidated annual financial
statements.

2. Capital structure

Please refer to note 7 of the consolidated annual financial statements and “Shareholder infor-
mation” on page 64. The terms and conditions relating to authorized capital are available
on our website.

3. Board of Directors

3.1 Members, first election, nationality and stock holding

— Prof. Dr. med. Thomas D. Szucs (2003), Chairman (2004), Switzerland, 1 650 shares
(ditto as at 09/30/2009).

— Prof. Dr. David Baltimore (1993), Vice Chairman (2004), USA, no shares
(ditto as at 09/30/2009).

— Dr. Clive Meanwell (2004), no shares
(ditto as at 09/30/2009).

The Board members have no executive functions, neither today nor in the last three years.
Moreover, no business relations are in place between the Board members and BB BIOTECH.
Detailed resumes available from our website.

3.2 Further mandates of the Board members

Dr. Thomas D. Szucs is Co-Chairman of the European Center of Pharmaceutical Medicine and
Chairman of the Board of Directors of BioXell and of Okairos AG. Dr. Clive Meanwell is
Executive Chairman of the Board of Directors and Director of The Medicines Company as well
as member of the Board of Directors of Endo Pharmaceuticals. Prof. Dr. David Baltimore is
member of the Board of Amgen.

3.3 Term of office/limitations on tenure
The Board of Directors is elected for a term of office of one year. There are no limitations on
its tenure.

3.4 Internal organization

Chairman, Vice-Chairman and members, no committees. The Board of Directors meets at
least once per month via video or telephone conference; in addition, two strategy weeks are
organized each year. These meetings are attended by representatives of the asset manager
commissioned. See also “Investment strategy,” page 12.

3.5 Director's dealing

BB BIOTECH publishes each purchase/sale of BB BIOTECH AG stocks by members of the
Board of Directors, of the management as well as by first-degree relatives of such persons and
which exceeds the amount of EUR 5 000 within three trading days. This information is made
available for 30 days on our website.
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4. Asset management

Being a pure holding company, BB BIOTECH AG does not have a management of its own.
Fundamental analyses, portfolio management, marketing and administration are performed
by the Bellevue Asset Management Group in line with its mandate ratio. The Bellevue Asset
Management Group is remunerated in terms of the management fee. The mandate agreement
is valid for an indefinite period and may be terminated by either party subject to twelve
months’ notice. Detailed information on this mandate (issuing prospectus) and the members
of the management involved is available from the website.

5. Remuneration

See note 8 and 16 of the consolidated financial statements and note 2 of the financial
statements of BB BIOTECH AG for details relating to remuneration. The remuneration model
is defined by the Board of Directors but has remained unchanged since the Company was
founded.

6. Stockholders' rights of cooperation

6.1 Limitations to voting rights; voting by proxy

There are no limitations to voting rights and no internal rules at variance from the statutory
provisions concerning attendance of a General Meeting.

6.2 General Meeting

There are no rules relating to the presence of a quorum for voting purposes which differ from
the statutory provisions. The rules of procedure adopted at General Meetings shall be in
accordance with those laid down by law.

6.3 Dividend policy
Since 2004 a dividend is paid out which is linked to the discount of the share price to the net
asset value.

The following model is used to this end:
if the discount amounts to

5-<10%: 1% of the net asset value at year-end
>10-<15%: 2% of the net asset value at year-end
>15-<20%: 3% of the net asset value at year-end
>20%: 4% of the net asset value at year-end

The discount on which the resolution is based is calculated according to the average discount
of daily closing prices from January 1 through December 31 of the respective fiscal year.
Generally, the dividend is paid out in cash. The dividend proposed for the 2009 fiscal year
amounts to CHF 3.70.

7. Change-of-control and defensive measures
7.1 Obligatory offer for sale
An opting-out rule is in place.

7.2 Change-of-control clauses
No change-of-control clauses are in place in favor of the Board of Directors and the
management team.



8. Audits

8.1 Duration of mandate and term in office of the auditor-in-chief

Since fiscal 1994, PricewaterhouseCoopers AG have been the official auditors and group
auditors of BB BIOTECH AG. The lead auditor, Thomas Romer, has been responsible for
auditing the Company's books since fiscal year 2008.

8.2 Fees
The following fees for professional services in the year ended December 31, 2009, were
agreed:

— Audit fees: CHF 92 000
- Fees for audit related services: CHF 12 000

8.3 Instruments of supervision and control vis-a-vis the auditors

The asset manager and the auditors are continually in contact with each other. The auditor is
consulted by the Board of Directors where necessary. The auditors attend at least one meeting
of the Board of Directors per year.

9. Information policy/diary of Company events
Please refer to “Shareholder information” at page 64.

10. Trading in own stocks

BB BIOTECH operates as an active purchaser/seller of own stocks itself on the market, secur-
ing additional liquidity in the process. The Group can purchase up to 10% of the issued shares.
In addition, the AGM approved a share-buy back program of another 10% for the purpose of
capital reduction.

CORPORATE GOVERNANCE
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SHAREHOLDER INFORMATION

Corporate calendar 2010

Annual General Meeting 2010:
March 29, 2010, 4 PM CET,
Lake Side

Bellerivestrasse 170,

CH-8008 Zurich

Quarterly Report as at March 31, 2010:
April 29, 2010, 7.30 AM CET

Interim Report as at June 30, 2010 :
July 29, 2010, 7.30 AM CET

Quarterly Report as at September 30, 2010:

October 28, 2010, 7.30 AM CET

64 BB BIOTECH SHAREHOLDER INFORMATION

Company profile

BB BIOTECH acquires holdings in companies in the biotechnology growth market and is cur-
rently one of the world's largest investors in the sector. The focus of the holdings is on quoted
companies that are concentrating on the development and marketing of innovative medi-
cines. For the selection of holdings, BB BIOTECH relies on fundamental analysis by physicians
and molecular biologists. The Board of Directors has many years of industrial and scientific
experience.

Official listing and share structure as at December 31, 2009

Foundation: November 9, 1993; Schaffhausen, Switzerland

Issue price adj. November 15, 1993: CHF 23.76

Official listing: December 27, 1993 in Switzerland, December 10,
1997 in Germany, October 19, 2000 in Italy

Share structure: CHF 18.23 mn nominal, 18 225 000 registered shares with
a par value of CHF 1

Authorized capital: CHF 9.1 mn

Conditional capital: CHF 9.1 mn

Shareholders, free float: Institutional and private investors.

97.5% free float
(2.5% treasury shares held on the second trading line)

Security number Switzerland: 3838999
Security number in Germany and Italy: AONFN3
ISIN: CHO0038389992

Shareholder information

The Company publishes its net asset value daily via the major stock market information serv-
ices and on its website www.bbbiotech.com. The portfolio composition is published at least
every three months within quarterly reports. In its monthly news, BB BIOTECH announces
major events relating to its investments. In addition, we periodically hold information events
for shareholders and interested members of the public. Interested? Subscribe to our mailing
list by post/fax/telephone or via www.bbbiotech.com.

Quotes and reports

NAV: in CHF - Datastream: S:BINA in EUR - Datastream: D:BBNA
— Reuters: BABB — Reuters: BABB

- Telekurs: BIO resp. 85, BB1
(Investdata)

— Finanz & Wirtschaft (CH)
Stock price: in CHF - Bloomberg: BION SW Equity in EUR  — Bloomberg: BBZA GY Equity

(51 — Datastream: S:BIO (Xetra)  _ Datastream: D:BBZ
- Reuters: BION.S — Reuters: BION.DE
— Telekurs: BIO in EUR - Bloomberg: BB IM Equity
— Finanz & Wirtschaft (CH) (STAR)  _ Datastream: |:BBB
— Neue Ziircher Zeitung (CH) — Reuters: BIO.MI
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