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CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

In January 1980, Genentech and Hof f mann-La Roche Inc. ("Hoffrmann-La Roche")
entered into an agreenent regardi ng the devel opnment and conmerci al i zati on of
human | eukocyte ("al pha") and fibroblast ("beta") interferons (the "Interferon
Li cense Agreenent"). Hoffmann-La Roche is a New Jersey corporation and a
subsidiary of Roche, and as such is affiliated with Genentech. Pursuant to this
agreenent, as anended fromtine to tinme, Genentech granted Hof f mann-La Roche a
sol e and exclusive, worldwi de license to use and sell (and, under certain

ci rcunst ances, manufacture) al pha and beta interferons using organi sns and
knowhow devel oped by Genentech and under patent rights bel onging to Genentech
for a period of 20 years. Pursuant to this agreenent, Cenentech is entitled to
royalties on sales of interferons by Hoffrmann-La Roche for 10 years after
commerci al introduction, unless the period of exclusivity is extended for an
addi ti onal 5-year, royalty-bearing period. These royalties totaled $7.1 mllion
in 1997.

Effective April 1, 1998, Genentech transferred back to Roche the

pronmotional rights to Roferon(R)-A. In consideration, Genentech will receive $5
mllion plus royalties for sales of alpha interferon under the Interferon

Li cense Agreenent described above.

In May 1991, Genentech entered into an agreenent with Hof fmann-La Roche in
settlement of all disputes, including all issues in litigation between the
parties, relating to the Li patent on human growth hornone and nmethods for its
preparation. Under the settlenent agreenment, Cenentech received a nonexcl usive
license under the patent and will nake paynents and/or grant credits, against
future royalties under the Interferon License Agreenent described above, to
Hof f mann- La Roche totalling $4 million over a
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ten-year period. In addition, Hoffrman-La Roche received a pai d-up nonexcl usive
| icense under certain Genentech patents for specific product applications.

In January 1992, Genentech entered into an agreenent with HLR relating to

t he devel opnent and supply of a reconbinant tunor necrosis factor ("TNF")
receptor-fusion protein being evaluated for use in septic shock, rheunatoid
arthritis and nmultiple sclerosis. Pursuant to this agreenent, Genentech is
responsi bl e for devel oping and scaling up a reconbi nant production process for
TNF receptor-fusion protein and for supplying preclinical and clinical

requi rements of such material and, eventually, commercial requirenments. HLR
rei mburses Genentech for certain costs of developing and scaling its

manuf acturing capability and will purchase manufactured TNF receptor-fusion
protein from Genentech; for cal endar year 1997, such costs totalled
approximately $13.9 mllion.

CGenent ech and Roche have al so entered into a Small Ml ecul e Screening

Agreement for the screening of Roche's chemical library using certain nutually
agreed Genentech assays to find | ead nol ecul es for devel opnent into smal

nol ecul e therapeutics. Roche has the responsibility for supplying the chem ca
library to be screened. Genentech has the responsibility for supplying the
assays and for undertaking the initial screening. If the screening results in
the identification of a nolecule of interest to one of the parties, that party
shal | advise the other party of its interest. The second party can then elect to
proceed with the interested party and jointly develop the nolecule or it can
choose to let the interested party develop the nolecule on its own. If a

nol ecule is jointly devel oped, the parties are to share equally the cost of
joint devel opnent and to agree to a plan proportioning research and devel opnent
responsibilities between them based on their capability. If a product is jointly
devel oped, both Genentech and Roche have the right to nake, use and sell that
product and will negotiate an allocation of the major marketing territories
between them as well as appropriate royalties payable by each to the other for
sales of that product in that party's marketing territory. As a genera
principle, the markets for each product are to be allocated on an equal basis,
but Genentech is to have at |east 50% of the marketing rights in North Anerica
and Roche is to have at | east 50% of the marketing rights in Europe, subject to
certain exceptions. After allocation of narketing rights, each party is to pay
the other a royalty on sales in that party's marketing territory with the
royalty to be determ ned by negotiation. As a general principle, the percentage
royalty payable on sales by either party to the other should have equival ent
royalty rates. If a product is unilaterally devel oped, the party unilaterally
devel opi ng that product has the sole right to nmake, use and sell that product
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t hroughout the world and will pay the other party a royalty of 5% of sales.

In 1994, CGenentech entered into four R&D coll aboration agreenments with HLR

and Hof f mann-La Roche, each an affiliate of Genentech. The four coll aborations
are in the areas of oral IIb/llla antagonists, oral |IL-8 antagonists, oral
LFA/ | CAM ant agoni sts, and ras farnesyltransferase inhibitors. The collaboration
pursuant to the |IL-8 agreenent has been tern nated.

The oral I1b/1lla antagoni st agreenent was further anended in the second
guarter of 1997. HLR will assunme devel opnent of the oral IIb/llla antagonist
globally on its own. Genentech will provide clinical and scientific input for

the IIb/llla programand nay subsequently opt-in and join devel opnent at any
time up to the New Drug Application (NDA) filing for the first indication. I|f
Genent ech chooses to opt-in, it will reinburse HLR for 50% of the U S. and
European I1b/111a devel opnent costs incurred to that date. HLR and Genentech
wWill co-pronote Ilb/lIllainthe US wth a 60/40, Genentech/HLR profit-sharing
if the NDA filing for the first indication is for acute therapy or a 50/50
profit-sharing if the NDA filing for the first indication is for chronic

t herapy. If Genentech does not opt-in, it will receive fromHLR a 6% royalty on
wor | dwi de sales of the oral Ilb/Illa antagonist.

The LFA/ I CAM agreenent is in the process of being anended and expanded to

i ncl ude VLA-4/VCAM ant agoni sts and anti coagul ants. It is expected that, as
anended, the agreenment woul d provide that Genentech will have the sole right to
sell LFA-1/1CAM ant agoni sts and anticoagulants in the United States and retain
all associated profits, and Roche will have the sole right to sell those
products outside the U S. and retain all associated profits, and that with
respect to VLA-4/VCAM Roche will have the sole right to sell those products

t hroughout the world, will pay Genentech a royalty of 5% on such sales and will
retain all associated profits. It is expected that Genentech and Roche wi ||
share equal ly the devel opnent costs associated with the devel opnent of

LFA-1/1 CAM ant agoni sts in the U S., except where those costs are allocable to or
i nvol ve
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countries outside the U S., and that they will share equally devel opnent costs
associ ated with the devel opnment of anticoagulants in the United States and

Eur ope, except where those costs are allocable to or involve countries outside
the U S. and Europe. It is expected that Roche will have the sole responsibility
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for all the devel opnent costs associated with the devel opnent of VLA-4/VCAM
ant agoni st s.

Roche has deci ded to di sconti nue devel opnment of CGenentech's anti-CD18
nonocl onal antibody for the indication of henorrhagi c shock. Consequently,
Genentech now has the right to undertake the continued devel opnent of that
product and to comercialize it on a worl dw de basis.

In addition to the foregoi ng agreenents, Genentech has devel oped a

mammal i an cell line for HLR to produce a nol ecul e that HLR has devel oped. HLR
wi |l provide Genentech future services of an equival ent value in exchange for
CGenent ech' s devel opnent efforts.

In July 1997, Genentech entered into a G oup Purchasi ng Agreenent with VHA

Inc. ("VHA") pertaining to the purchase of Activase(R) by its nmenber hospitals.
M. Smth, a nenber of the Board of Directors of Genentech, is President and

Chi ef Executive Oficer of VHA. Pursuant to the Agreenent, Genentech pays VHA an
adm ni strative fee, based on a percentage of the purchases of Activase(R) by VHA
nmenber hospitals. The percentage administrative fee earned by VHA i s dependent
upon the volunme of Activase(R) purchased by nenber hospitals conpared to the

vol ume purchased in the sane period for the previous year. Amounts paid to VHA
under the Agreenent total ed $216,585 in 1997.

In Cctober 1996, Genentech entered into a Col | aborative Research Agreenent

with The General Hospital Corporation to conduct collaborative research with Dr.
Mar k Fi shman of Massachusetts General Hospital ("M3H') pertaining to the

di scovery and identification of new genes. Dr. Fishman is the son-in-law of Dr.
John T. Potts, Jr., a nenber of the Board of Directors of Genentech. Pursuant to
t he Agreenent, Genentech will provide funding to support such collaborative
research in Dr. Fishman's | aboratories in the amount of $1.2 million per year
over the twenty-six nmonth term of the Agreenent. CGenentech received an option to
a royalty-bearing license rights to inventions made in the course of the

col | aboration. Except under certain circunstances, if M3H achieves a certain
research mlestone, the Agreenment will be extended for up to an additional three
years for a dollar ambunt to be agreed upon at the tine of the term extensions.
Anounts paid to M3H under the Agreenent total ed $1, 200,000 in 1997.

Fi del ity Managenent Trust Conpany ("FMIC'), a wholly-owned subsidiary of

FMR Corp., which is the beneficial owner of 12.8% of the Conpany's Speci al
Commpn Stock, is the trustee of the trust fund for the Genentech's Tax Reducti on
I nvestnent Plan (401(k) Plan). Amounts paid to FMIC for its services as trustee
total ed $83,397 in 1997.
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