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ALEXION PHARMACEUTICALS, INC.

Condensed Consolidated Balance Sheets
(amounts in thousands)
(UNAUDITED)

ASSETS
CURRENT ASSETS

Cash and cash equivalents

Marketable securities

Prepaid expenses and other current assets
Total current assets

Property, plant and equipment, net
Goodwill, net

Prepaid manufacturing costs
Other assets

Total Assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES

Accounts payable

Accrued expenses

Deferred revenue

Current portion of obligations under capital lease

Total current liabilities

Obligations under capital lease

Deferred revenue, less current portion

Convertible notes

Total Liabilities

STOCKHOLDERS’ EQUITY

Preferred stock, $.0001 par value; 5,000 shares authorized, no shares issued or outstanding

Common Stock, $.0001 par value; 145,000 shares authorized; 31,490 and 30,980 shares issued at March 31, 2006 and

December 31, 2005, respectively
Additional paid-in capital
Stock subscription receivable
Treasury Stock, at cost, 50 shares at March 31, 2006 and December 31, 2005, respectively
Accumulated other comprehensive loss
Accumulated deficit
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity

The accompanying notes are an integral part of these condensed consolidated financial statements.

2

March 31, December 31,
2006 2005

$ 11,947 $ 43,629

177,324 168,827

3,928 5,095

193,199 217,551

10,365 10,631

19,954 19,954

10,000 10,000

4,406 4,575

$ 237,924 $ 262,711

$ 1,319 $ 3,865

17,420 20,629

588 767

130 129

19,457 25,390

56 88

5,196 5,343

150,000 150,000

174,709 180,821

3 3

597,789 589,250

32 —

(981) (981)

(334) (315)

(533,294) (506,067)

63,215 81,890

$ 237,924 $ 262,711
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ALEXION PHARMACEUTICALS, INC.
Condensed Consolidated Statements of Operations
and Comprehensive Income
(amounts in thousands, except per share amounts)
(UNAUDITED)

REVENUES

OPERATING EXPENSES
Research and development
General and administrative

Total operating expenses
Operating loss

OTHER INCOME AND EXPENSE
Investment income
Interest expense
Loss from early extinguishment of convertible notes
Loss before state tax benefit

STATE TAX BENEFIT
Net Loss

OTHER COMPREHENSIVE INCOME/LOSS
Foreign currency translation
Unrealized gains on marketable securities
Comprehensive Loss

BASIC AND DILUTED LOSS PER SHARE DATA

Net loss per share
SHARES USED IN COMPUTING BASIC AND DILUTED NET LOSS PER COMMON SHARE

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three months ended
March 31,
2006 2005

$ 768 $ 565

21,214 20,277

8,146 4,769
29,360 25,046
(28,592)  (24,481)

1,963 1,686
(688) (831)
— (3,184)
(27,317)  (26,810)
90 229

$(27,227)  $(26,581)

@7) —
8 87
$(27,246)  $(26,494)

$ (0.88) $ (0.95)
30,991 27,925
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Condensed Consolidated Statements Of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

ALEXION PHARMACEUTICALS, INC.

(amounts in thousands)
(UNAUDITED)

Adjustments to reconcile net loss to net cash used by operating activities:

Depreciation and amortization
Write off of deferred financing costs
Share-based compensation expense
Changes in operating assets and liabilities
Prepaid expenses and other assets
Accounts payable
Accrued expenses
Deferred revenue
Deferred research and development costs
Net cash used by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of marketable securities
Proceeds from maturity or sale of marketable securities
Purchase of property, plant and equipment
Net cash (used) provided by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from convertible debt offering
Convertible debt issuance costs
Redemption of convertible notes
Net proceeds from issuance of common stock
Net cash provided by financing activities
Effect of exchange rate changes
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Three months ended

March 31,
2006 2005

$ (27,227)  $ (26,581)
881 1,087

— 1,212
3,166 —
1,167 (3,854)
(2,545) (3,633)
(3,211) 6,587
(326) (322)
— 47)
(28,095) (25,551)
(231,085) (128,281)
222,597 151,812
477) (1,150)
(8,965) 22,381
— 150,000
— (4,758)
— (120,000)
5,405 470
5,405 25,712
27) =
(31,682) 22,542
43,629 35,904
$ 11,947  $ 58446
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ALEXION PHARMACEUTICALS, INC.
Notes to Condensed Consolidated Financial Statements
(amounts in thousands, except share and per share amounts)

1. Basis of Presentation

The accompanying unaudited condensed consolidated financial statements included in this Form 10-Q should be read in conjunction with the consolidated
financial statements and accompanying notes included in our audited Transition Report on Form 10-K/T for the five month transition period ended December 31,
2005.

In our opinion, the unaudited condensed consolidated financial statements reflect all adjustments (including those that are normal and recurring) that are
necessary in the judgment of management for a fair presentation of such statements in conformity with accounting principles generally accepted in the United
States (“GAAP”) for interim reporting. In preparing financial statements in conformity with GAAP, we must make estimates and assumptions that affect the
reported amounts of assets, liabilities, revenues, expenses, and related disclosures at the date of the financial statements and during the reporting period. Actual
results could differ from those estimates.

2. Accounting for Share-Based Compensation

A summary of the status of our stock option plans at March 31, 2006 and changes during the three months then ended is presented in the table and narrative
below:

Average

Options Exercise Price
Options outstanding at December 31, 2005 5,092,085 $ 24.16
Options granted 526,800 21.70
Options cancelled (42,352) 21.14
Options exercised (388,425) 13.91
Options outstanding at March 31, 2006 5,188,108 24.70
Options exercisable at March 31, 2006 3,088,155 $ 26.90

During the quarter ended March 31, 2006, we recognized compensation expense of $2,834 for stock options and $332 for restricted stock, which were charged to
our condensed consolidated statement of income. Due to our net loss position, a windfall tax benefit was not realized during the period.

A summary of the status of our non-vested restricted stock as of March 31, 2006, and changes during the quarter then ended are as follows:

Nonvested at December 31, 2005 133,500
Issued 121,500
Vested —
Cancelled —
Nonvested at March 31, 2006 255,000

The weighted average grant date fair value of restricted stock issued during the three months ended March 31, 2006 was $20.72.
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ALEXION PHARMACEUTICALS, INC.
Notes to Condensed Consolidated Financial Statements
(amounts in thousands, except share and per share amounts)

SFAS 123R requires us to present pro forma information for periods prior to the adoption as if we had accounted for all share-based compensation under the fair
value method of SFAS 123. For purposes of pro forma disclosure, the estimated fair value of the options at the date of grant is amortized to expense over the
requisite service period, which generally equals the vesting period. The following table illustrates the effect on net loss and earnings per share as if we had applied
the fair value recognition provisions of SFAS 123 to our share-based employee compensation.

Three months ended

March 31, 2005

Net loss, as reported $ (26,581)
Add: Stock-based employee compensation expense included in reported net loss —
Deduct: Total stock-based employee compensation expense determined under fair value based method

for all awards (2,377)
Pro forma net loss $ (28,958)
Basic and diluted-as reported $ (0.95)
Basic and diluted-pro forma $ (1.04)

3. Net Loss Per Common Share

Basic net loss per common share is computed by dividing the net loss by the weighted average shares of common stock outstanding during the respective period.
Diluted net loss per common share assumes, in addition to the above, the dilutive effect of other potential common shares outstanding during the period. Other
potential common shares represent dilutive stock options, unvested restricted stock, and convertible debt. These outstanding stock options, convertible debt, and
unvested restricted stock entitled holders to acquire 10,211,818 and 9,742,036 shares of common stock at March 31, 2006 and 2005, respectively. There is no
difference in basic and diluted net loss per common share for the three months ended March 31, 2006 and 2005 as the effect of other potential common shares is
anti-dilutive.

4. Capital Structure

During the quarter ended March 31, 2006, we issued 388,425 shares of common stock with proceeds of $5,405 upon the exercise of outstanding stock options.

5. Commitments and Contingencies

We enter into agreements that contain indemnification provisions under our agreements with other companies in our ordinary course of business, typically with
business partners, clinical sites, and suppliers. Pursuant to these agreements, we generally indemnify, hold harmless, and agree to reimburse the indemnified
parties for losses suffered or incurred by the indemnified parties in connection with any U.S. patent or any copyright or other intellectual property infringement
claim by any third party with respect to our products, or otherwise in connection with the use or testing of our product candidates. The term of these
indemnification agreements is generally perpetual. The potential amount of future payments we could be required to make under these indemnification
agreements is unlimited. We have not incurred material costs to defend lawsuits or settle claims related to these indemnification agreements. As a result, the
estimated fair value of these agreements is minimal. Accordingly, we have no liabilities recorded for these agreements as of March 31, 2006.
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ALEXION PHARMACEUTICALS, INC.
(amounts in thousands, except share and per share amounts)

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Note Regarding Forward-Looking Statements

This report contains forward-looking statements that have been made pursuant to the provisions of the Private Securities Litigation Reform Act of 1995. Such
forward looking statements are based on current expectations, estimates and projections about our industry, management’s beliefs and certain assumptions made
by our management and may include, but are not limited to, statements regarding the status of our ongoing clinical trials and prospects for regulatory approval,
the uncertainties involved in the drug development process, the safety and efficacy of our product candidates, our future research and development activities,
estimates of the potential markets for our products, (for example, estimates regarding the number of PNH patients), assessment of competitors and potential
competitors, estimates of the capacity of manufacturing and other facilities to support our products, the sufficiency of our existing capital resources and projected
cash needs, sales and marketing plans, as well as assumptions relating to the foregoing. Words such as “anticipates,” “expects,” “intends,” “may, “ “plans,”
“believes,” “seeks,” “estimates,” variations of such words and similar expressions are intended to identify such forward-looking statements, although not all
forward-looking statements contain these identifying words. These statements are not guarantees of future performance and are subject to certain risks,
uncertainties and assumptions that are difficult to predict; therefore, actual results may differ materially from those expressed or forecasted in any such forward-
looking statements. Such risks and uncertainties include, but are not limited to, those discussed later in this report under the section entitled “Risk Factors”.
Unless required by law, we undertake no obligation to update publicly any forward-looking statements, whether as a result of new information, future events or
otherwise. However, readers should carefully review the risk factors set forth in other reports or documents we file from time to time with the Securities and
Exchange Commission. The interim financial statements and this Management’s Discussion and Analysis of Financial Condition and Results of Operations
should be read in conjunction with the Financial Statements and Notes thereto for the five month transition period ended December 31, 2005 and the related
Management’s Discussion and Analysis of Financial Condition and Results of Operations, both of which are contained in our Transition Report on Form 10-K/T
for the five month transition period ended December 31, 2005.

2« «

» «

Business

We are a biotechnology company working to develop and deliver life-changing drug therapies for patients with serious and life-threatening medical conditions.
We are engaged in the discovery and development of therapeutic products aimed at treating patients with a wide array of severe disease states, including
hematologic diseases, cancer, cardiovascular diseases and autoimmune disorders. Since our incorporation in January 1992, we have devoted substantially all of
our resources to drug discovery, research, and product and clinical development. Additionally, we are engaged in the discovery and development of a portfolio of
additional antibody therapeutics targeting severe unmet medical needs. In September 2005, we formed a wholly-owned subsidiary, Alexion Europe SAS, as an
important step in our strategy to manage late stage development, and regulatory and commercial operations throughout Europe.

Our lead clinical stage product candidate, Soliris™ (eculizumab), is currently undergoing evaluation in a Phase III clinical development program comprised of
two Phase III clinical trials for the treatment of a rare blood disorder known as Paroxysmal Nocturnal Hemoglobinuria, or PNH. Under the Special Protocol
Assessment, or SPA process, the U.S. Food and Drug Administration, or FDA, has agreed to the design of protocols for these two trials, known as TRIUMPH and
SHEPHERD, which could, if successful, serve as the primary basis of review for approval of a licensing application for eculizumab in the PNH indication.
TRIUMPH is a placebo-controlled efficacy trial and SHEPHERD is an open-label, non-placebo controlled safety trial with efficacy secondary endpoints. In
January 2006, we reported positive results from TRIUMPH. All pre-specified, primary and secondary endpoints in the TRIUMPH trial were achieved with
statistical significance. SHEPHERD is a twelve month study with a six month preplanned interim analysis. SHEPHERD completed enrollment in September
2005. It is expected that data from TRIUMPH and SHEPHERD will serve as the primary basis of review for the approval of a Biologics License Application, or
BLA, in the PNH indication, as well as the basis of review for a European Marketing Authorization Application, or MAA.

7
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ALEXION PHARMACEUTICALS, INC.
(amounts in thousands, except share and per share amounts)

Our second clinical stage product candidate, pexelizumab, is currently under evaluation in two separate indications: (1) coronary artery bypass graft (CABG)
surgery patients undergoing cardiopulmonary bypass (CPB) and (2) acute myocardial infarction (AMI) patients undergoing primary percutaneous angioplasty. In
November 2005, we announced that our Phase III trial of pexelizumab in CABG surgery patients, known as PRIMO-CABG2, did not achieve its primary
endpoint. Results from the PRIMO-CABG?2 trial of pexelizumab indicate that the trial is unlikely to be sufficient for filing for licensing approval of pexelizumab
in the CABG indication. We have determined to finalize our ongoing Phase III trial of pexelizumab in AMI patients, known as APEX-AMI, with fewer patients
than originally planned. The anticipated timing of completion of the APEX-AMI trial will be announced after further discussion with Procter & Gamble
Pharmaceuticals (P&G), Alexion’s pexelizumab collaborator, and after new definitive determinations have been made. Although the APEX-AMI trial is the
subject of an SPA, the number of patients actually enrolled may not be sufficient for the FDA to consider the trial compliant with the SPA agreement. In such
event, if results of the APEX-AMI trial are successful, we may still seek approval to market pexelizumab in the AMI indication, but the FDA regulatory process
may not be subject to any benefits of the SPA process. The pexelizumab trials are conducted in collaboration with Procter & Gamble Pharmaceuticals.

To date, we have studied our two clinical stage antibody product candidates in a variety of clinical development programs enrolling over 10,000 patients in
clinical trials. In addition to our Phase III programs, we are developing a global patient registry for PNH patients, have other product candidates in earlier stages
of development, and may also pursue additional potential indications for Soliris™ (eculizumab).

To date, we have not received any revenues from the sale of our products. We have incurred operating losses since our inception. As of March 31, 2006, we had
an accumulated deficit of approximately $533,294. We expect to incur substantial operating losses for the next several years due to expenses associated with
product research and development, pre-clinical studies and clinical testing, regulatory activities, manufacturing development, scale-up and commercial-scale
manufacturing, pre-commercialization activities, developing a sales and marketing force, and other infrastructure support costs. We may need to obtain additional
financing to cover these costs.

We plan to develop and commercialize on our own those product candidates for which the clinical trials and commercialization requirements can be funded and
accomplished by our own resources. For those products which require greater resources, our strategy is to form corporate alliances for product development and
commercialization.

Results of Operations
Comparison of the Three Months ended March 31, 2006 and 2005
Revenues

A summary of revenues recognized is as follows for the three months ended:

March 31,
2006 2005
P&G $147 $147
U.S. government grants 521 418
Other revenue _100 = |
Total revenues $768 $565

We earned revenues of $768 and $565 for the three months ended March 31, 2006 and 2005, respectively. Our first quarter revenue reflects the amortization of
deferred revenue resulting from cash received from P&G under our collaboration for the development and commercialization of pexelizumab, U.S. government
funded research grant revenue related to our research programs, and a nonrefundable fee for exclusive access to our xenotransplantation technologies, a program
that was terminated in October 2003.
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ALEXION PHARMACEUTICALS, INC.
(amounts in thousands, except share and per share amounts)

Research and Development

We incurred research and development expenses of $21,214 and $20,277 for the three months ended March 31, 2006 and 2005, respectively. Our research and
development expenses consist primarily of payroll and benefits costs, clinical trial costs and other clinical-related development costs, manufacturing development
and manufacturing costs, discovery research costs, depreciation and amortization expense, and occupancy related facility operating costs. The following table
summarizes the major research and development expense categories for the three months ended March 31, 2006 and 2005:

March 31,
2006 2005
Research and development expenses:
Clinical development $10,210 $12,071
Manufacturing and manufacturing development 843 801
Product development 11,053 12,872
Payroll and benefits 7,316 4,814
Operating and occupancy 1,278 1,314
Discovery research 956 741
Depreciation and amortization 611 536
Total research and development expense $21,214 $20,277

The $937 increase in research and development expenses resulted primarily from higher payroll and benefit costs of $2,502 which is impacted by the expensing
of share-based compensation as required by SFAS 123R of $1,880 as well as increased headcount to support our research and development activities. Clinical
development decreased $1,861 from the same period last year primarily due to the decreased spending on the PRIMO-CABG? trial which was partially offset by
increased costs for the SHEPHERD and Extension studies supporting our development of Soliris™.

General and Administrative Expenses

Our general and administrative expenses were $8,146 and $4,769 for the three months ended March 31, 2006 and 2005, respectively. The $3,377 increase resulted
principally from increased payroll and benefits expenses of approximately $1,928 from a combination of the adoption of SFAS 123R of $1,286 and growth of our
headcount dedicated to commercial development activities as well as higher professional fees of approximately $1,069 principally for patent, commercial, and
technology activities. The remainder of the increase in expenses from 2006 to 2005 was caused generally by recruitment expenses, public relations and other
items.

Total Operating Expenses
Total operating expenses for the quarters ended March 31, 2006 and 2005 were $29,360 and $25,046, respectively.

Other Income and Expense

Investment income was $1,963 and $1,686 for the three months ended March 31, 2006 and 2005, respectively. The increase was due primarily to higher interest
rates. Interest expense was $688 and $831 for the three months ended March 31, 2006 and 2005, respectively. The decrease in interest expense is attributable to
the lower interest rate for the 1.375% convertible senior notes as compared to the 5.75% convertible subordinated notes which were repaid in March 2005. During
the three month period ended March 31, 2005 we recorded a loss from early extinguishment of the 5.75% Notes, which consisted of the write-off of the remaining
balance of the deferred financing costs of approximately $1,212 and the redemption premium of approximately $1,972.

Income Taxes

We recorded a state tax benefit of approximately $90 and $229 for the three months ended March 31, 2006 and 2005, respectively. The benefit is the result of the
exchange for cash of our estimated 2005 and 2006 incremental research and development tax credits with the State of Connecticut.
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ALEXION PHARMACEUTICALS, INC.
(amounts in thousands, except share and per share amounts)

Net Loss

The Company incurred a net loss for the quarter ended March 31, 2006 of $27,227 or $0.88 per common share, versus a net loss of $26,581 or $0.95 per common
share, for the same three month period in 2005.

Liquidity and Capital Resources

Our primary source of cash is through public offerings of our common stock and the sale of convertible notes. Other sources include debt financing, payments
received under corporate collaborations and grants, and equipment and leasehold improvements financing. Our primary use of cash includes business
development activities and research and development.

As of March 31, 2006, cash, cash equivalents, and marketable securities were $189,271 compared with $212,456 at December 31, 2005. The decrease was
primarily due to cash used to fund operating activities.

Operating Activities

Net cash used in operating activities for the three months ended March 31, 2006 was $28,095. The increase compared to the same period in the previous year is
primarily due to increased labor and administrative expenses related to preparation for commercialization of Soliris™ in Europe and the United States in the
current year.

Investing Activities

Net cash used in investing activities for the three months ended March 31, 2006 was $8,965. This included $8,488 of purchases of marketable securities, net of
proceeds from the maturity or sale of marketable securities, and $477 of property, plant and equipment additions.

Financing Activities

Net cash provided by financing activities for the three months ended March 31, 2006 was $5,405, consisting entirely of the exercise of stock options.

Sufficiency of Cash Resources

We anticipate that our existing capital resources together with the anticipated funding from our revised collaboration with P&G, as well as interest and investment
income earned on available cash and marketable securities should provide us adequate resources to fund our operating expenses and capital requirements as
currently planned for at least the next eighteen months.

Financial Instruments

As of March 31, 2006, the market value of our $150,000 1.375% convertible senior notes due February 1, 2012, based on quoted market prices, was estimated at
$190,631. The $60,881 increase from December 31, 2005 is attributable to the increase in our common stock price.

Critical Accounting Policies

The preparation of our financial statements requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. On an ongoing basis, management evaluates its estimates and judgments. Management bases its estimates and judgments on historical experience and on
various other factors that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under different assumptions or
conditions.

Our critical accounting policies are summarized in our Transition Report on Form 10-K/T for the five-month transition period ended December 31, 2005, in the
section titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations” under the caption “Critical Accounting Policies and the
Use of Estimates.” We have reviewed those policies and determined that they remain our critical accounting policies for the three months ended March 31, 2006.

10
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ALEXION PHARMACEUTICALS, INC.
(amounts in thousands, except share and per share amounts)

Adoption of New Accounting Pronouncements

In May 2005, the FASB issued FASB 154, “Accounting Changes and Error Corrections.” The Statement replaces APB Opinion No. 20, Accounting Changes, and
FASB Statement No. 3, Reporting Accounting Changes in Interim Financial Statements, and changes the requirements for the accounting for and reporting of a
change in accounting principle. The Statement applies to all voluntary changes in accounting principle. It also applies to changes required by an accounting
pronouncement in the unusual instance that the pronouncement does not include specific transition provisions. When a pronouncement includes specific transition
provisions, those provisions should be followed. This statement is effective for accounting changes and corrections of errors made in fiscal years beginning after
December 15, 2005. For us, the effective date was the first quarter of 2006. The adoption of this accounting principle did not have a significant impact on our
financial position or results of operations.

In March 2004, the EITF reached a consensus on Issue No. 03-1, “The Meaning of Other-Than-Temporary Impairment and Its Application to Certain
Investments.” EITF 03-1 provides guidance on other-than-temporary impairment models for marketable debt and equity securities accounted for under SFAS 115
and non-marketable equity securities accounted for under the cost method. The EITF developed a basic three-step model to evaluate whether an investment is
other-than-temporarily impaired. In November 2005, the FASB approved the issuance of FASB Staff Position FAS No. 115-1 and FAS 124-1, “The Meaning of
Other-Than-Temporary Impairment and Its Application to Certain Investments.” The FSP addresses when an investment is considered impaired, whether the
impairment is other-than-temporary and the measurement of an impairment loss. The FSP also includes accounting considerations subsequent to the recognition
of an other-than-temporary impairment and requires certain disclosures about unrealized losses that have not been recognized as other-than-temporary. The FSP is
effective for reporting periods beginning after December 15, 2005 with earlier application permitted. For us, the effective date was the first quarter of 2006. The
adoption of this accounting principle did not have a significant impact on our financial position or results of operations.
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ALEXION PHARMACEUTICALS, INC.
(amounts in thousands, except per share amounts)

Item 3. Quantitative and Qualitative Disclosure about Market Risks

Currently, we maintain approximately 47% of our cash and investments in financial instruments with original maturity dates of three months or less, 25% in
financial instruments with original maturity dates of greater than three months and less than one year, and the remaining 28% in financial instruments with
original maturity dates of equal to or greater than one year and less than two years. These financial instruments are subject to interest rate risk and will decline in
value if interest rates increase. We estimate that a change of 100 basis points in interest rates would result in a $532 decrease or increase in the fair value of our
cash and investments, which had a weighted average duration of approximately 4 months at March 31, 2006.

Our outstanding long-term liabilities as of March 31, 2006 consisted of our $150,000, 1.375% Convertible Senior Notes due February 1, 2012. As the notes bear
interest at a fixed rate, our results of operations would not be affected by interest rate changes. Although future borrowings may bear interest at a floating rate,
and would therefore be affected by interest rate changes, we cannot reasonably estimate the effect and therefore do not believe that a change of 100 basis points in
interest rates would have a material effect on our financial condition.

As of March 31, 2006, the market value of our $150,000 1.375% convertible senior notes due February 1, 2012, based on quoted market prices, was estimated at
$190,631.

Item 4. Controls and Procedures.

We have carried out an evaluation, as of the end of the period covered by this report, under the supervision and with the participation of our management,
including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures. In
designing and evaluating the disclosure controls and procedures, our management recognized that any controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving control objectives and our management necessarily was required to apply its judgment in evaluating
the cost-benefit relationship of possible controls and procedures. Based upon their evaluation and subject to the foregoing, the Chief Executive Officer and the
Chief Financial Officer concluded that our disclosure controls and procedures were effective at the reasonable assurance level in ensuring that material
information relating to us and required to be included in the reports we file under the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) is
accumulated and communicated to the Chief Executive Officer and Chief Financial Officer or other persons performing similar functions, as appropriate, to allow
timely decisions regarding required disclosure.

There have been no changes in our internal controls over financial reporting in connection with the evaluation required under paragraph (d) of Rule 13a-15 under
the Exchange Act that occurred during our most recent fiscal quarter that have materially affected, or are reasonably likely to materially affect our internal control
over financial reporting.

12



Table of Contents

ALEXION PHARMACEUTICALS, INC.
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PART II. OTHER INFORMATION
Item 1A. Risk Factors

You should carefully consider the following risk factors before you decide to invest in our Company and our business because these risk factors may have a
significant impact on our business, operating results, financial condition, and cash flows. The risk and uncertainties described below are not the only ones we
face. Additional risks and uncertainties not presently known to us or that we currently deem immaterial may also impair our business operations. If any of the
following risks actually occur, our business, financial condition and results of operations could be materially and adversely affected.

If we continue to incur operating losses, we may be unable to continue our operations.

We have incurred losses since we started our company in January 1992. As of March 31, 2006, we had an accumulated deficit of approximately $533,294. If we
continue to incur operating losses and fail to become a profitable company, we may be unable to continue our operations. Since we began our business, we have
focused on research and development of product candidates. We have no products that are available for sale and do not know when we will have products
available for sale, if ever. We expect to continue to operate at a net loss for at least the next several years as we continue our research and development efforts,
continue to conduct clinical trials and develop manufacturing, sales, marketing and distribution capabilities. Our future profitability depends on our receiving
regulatory approval of our product candidates and our ability to successfully manufacture and market approved drugs. The extent and the timing of our future
losses and our profitability, if we are ever profitable, are highly uncertain.

We are subject to extensive government regulation; if we do not obtain regulatory approval for our drug products, we will not be able to sell our drug products.

We and our partners cannot sell or market our products without regulatory approval. If we or our partners do not obtain and maintain regulatory approval for our
products, the value of our company and our results of operations will be harmed. In the United States, we or our partners must obtain and maintain approval from
the FDA for each indication for each drug that we intend to sell and for each facility where such drug is manufactured. Obtaining FDA approval is typically a
lengthy and expensive process, and approval is highly uncertain. Foreign governments also regulate drugs distributed outside the United States and facilities
outside the United States where such drugs are manufactured, and obtaining their approvals can also be lengthy, expensive and highly uncertain. The approval
process varies from country to country and the requirements governing the conduct of clinical trials, product manufacturing, product licensing, pricing and
reimbursement vary greatly from country to country. In certain foreign jurisdictions we would be required to obtain pricing approvals prior to marketing our
products. None of our product candidates has received regulatory approval to be marketed and sold in the United States or any other country. We may not receive
regulatory approval for any of our product candidates for at least the next several years, if ever.

We and our partners, contract manufacturers and suppliers are subject to rigorous and extensive regulation by the FDA, other federal and state agencies, and
governmental authorities in other countries. These regulations apply both before and after approval of our product candidates, if our product candidates are ever
approved, and cover, among other things, testing, manufacturing, quality control, labeling, advertising, promotion, and export of biologics. As a condition of
approval for marketing our product, FDA, or governmental authorities in other countries may require us to conduct additional clinical trials. Our manufacturing
and other facilities and those of any third parties manufacturing our products will be subject to inspection prior to grant of marketing approval and subject to
continued review and periodic inspections by the regulatory authorities. Any third party we would use to manufacture our products for sale must also be licensed
by applicable regulatory authorities. Failure to comply with the laws, including statutes and regulations, administered by the FDA or other agencies could result in
administrative and judicial sanctions, including, warning letters; fines and other civil penalties; delay in approving or refusal to approve a product candidate;
withdrawal of a previously granted approval; product recall or seizure; interruption of production; operating restrictions; injunctions; and criminal prosecution.
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We may be unable to obtain necessary regulatory approvals in the United States and foreign countries on a timely basis, if at all, for any of our product candidates
or maintain such approvals if obtained. Any delays in obtaining necessary regulatory approvals or failure to maintain them could prevent us from marketing our
products.

The FDA has granted “fast track” status for pexelizumab for use during CPB and for treatment of AMI, and for eculizumab in treatment of membranous nephritis.
Although fast track status may expedite development and FDA review of an application, fast track status does not modify the substantive requirements of safety
and efficacy necessary for the FDA to approve marketing of a drug; nor can there be any assurance that a drug granted fast track status would be reviewed more
expeditiously for their “fast-track” indications than would otherwise have been the case or would be approved promptly, or at all. Further, the FDA could revoke
fast track status for pexelizumab or eculizumab.

The FDA has granted orphan drug designation for eculizumab in the treatment of PNH and membranous nephritis. Orphan drug designation does not convey any
advantage in, or shorten the duration of, the FDA review and approval process. If a product which has an orphan drug designation is the first drug of its type to
receive FDA approval for the indication for which it has such designation, the product is entitled to orphan exclusivity, i.e., the FDA may not approve any other
applications to market the same drug for the same indication for a period of seven years, except in limited circumstances.

We depend heavily on the success of our lead product candidates, Soliris™ (eculizumab) and pexelizumab, which are still under development. If we do not obtain
FDA approval of our lead product candidates, or if FDA delays approval or narrows the indications for which we may market these product candidates, our
business will be materially harmed.

We anticipate that in the near term our ability to generate revenues will depend on the successful development and commercialization of Soliris™ (eculizumab)
and/or pexelizumab. The commercial success of our lead product candidates will depend on several factors, including the following: successful completion of our
ongoing Phase III clinical trials for these product candidates; receipt of marketing approvals from the FDA and similar foreign regulatory authorities; establishing
commercial manufacturing capabilities ourselves or through third party manufacturers; successfully launching commercial sales of the products; and acceptance
of the products in the medical community and by third party payers.

If the data from our ongoing Phase III pivotal clinical trials for our product candidates are not satisfactory, we may not proceed with the filing of a biological
license application, or BLA, for one or both of our lead product candidates or we may be forced to delay the filing. Preliminary results from the PRIMO-CABG2
study indicate that the trial is unlikely to be sufficient for filing for licensing approval of pexelizumab in the CABG indication. Even if the results of the other
pivotal trials appear satisfactory and we file a BLA, the FDA and similar foreign regulatory agencies may not accept our filing, may request additional
information from us, including data from additional clinical trials, and, ultimately, may not grant marketing approval. The FDA and other regulatory agencies may
have varying interpretations of our clinical trial data, which could delay, limit, or prevent regulatory approval or clearance. Further, before a product candidate is
approved for marketing, we, or any third party manufacturing our product, are subject to inspection of the manufacturing facilities and the FDA will not approve
the product for marketing if we or our third party manufacturers are not in compliance with current good manufacturing practices. Even if the FDA and similar
foreign regulatory authorities do grant marketing approval for one or both of our product candidates, they may narrow the indications for which we are permitted
to market one or both products, may pose other restrictions on the use or marketing of the product, or may require us to conduct additional post-marketing trials.
A narrowed
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indication or other restrictions may limit the market potential for the affected product and obligation to conduct additional clinical trials would result in increased
expenditures and lower revenues. If we are not successful in commercializing one or both of our lead product candidates, or are significantly delayed or limited in
doing so, our business will be materially harmed and we may need to curtail or cease operations.

If our drug trials are delayed or achieve unfavorable results, we will have to delay or may be unable to obtain regulatory approval for our products.

We must conduct extensive testing of our product candidates before we can obtain regulatory approval for our products. We need to conduct both preclinical
animal testing and clinical human trials. These tests and trials may not achieve favorable results. The FDA typically requires two well controlled clinical trials
that demonstrate efficacy in order to obtain FDA approval to market a product candidate. The SPA for each of our ongoing Phase III clinical programs for
Soliris™ (eculizumab) and pexelizumab provides for only a single efficacy trial and the FDA has indicated that the trials should provide compelling evidence of
clinically meaningful benefit in order to warrant consideration for marketing approval of the product candidate. The FDA has noted that a study that is merely
statistically positive may not provide the evidence necessary to support filing or approval of a product candidate. Our clinical programs may not demonstrate
statistically significant results or show that such results are adequate to support approval for commercialization of Soliris™ (eculizumab) or pexelizumab.
Inconclusive or negative final data from our Phase III clinical programs would have a significant negative impact on our prospects. If the results in our clinical
programs are not positive, the potential commercialization of our top product candidates would be at risk, which would likely have a materially negative impact
on our ability to generate revenue and our ability to secure additional funding. Preliminary results from the PRIMO-CABG?2 study indicate that the trial is
unlikely to be sufficient for filing for licensing approval of pexelizumab in the CABG indication. In addition, the FDA may require additional safety information
before granting marketing approval. We would need to reevaluate any drug that did not test favorably and either alter the study, the drug or the dose and perform
additional or repeat tests, or abandon the drug development project. In those circumstances, we would not be able to obtain regulatory approval on a timely basis,
if ever. Even if approval is granted, the approval may require limitations on the indicated uses for which the drug may be marketed. In addition to the FDA and
other regulatory agency regulations in the United States, we are subject to a variety of foreign regulatory requirements governing human clinical trials, marketing
and approval for drugs, and commercial sales and distribution of drugs in foreign countries. The foreign regulatory approval process includes all of the risks
associated with FDA approval as well as country-specific regulations. Whether or not we obtain FDA approval for a product, we must obtain approval of a
product by the comparable regulatory authorities of foreign countries before we can commence clinical trials or marketing of the product in those countries.

Certain clinical trials completed to date have not achieved their primary endpoints.

In September 2000, we announced the completion of enrollment in a Phase IIb trial of pexelizumab for the treatment of complications in patients after CABG
with CPB including the reduction of the frequency and severity of myocardial infarctions and frequency of death. The primary therapeutic pre-set goal of the trial,
referred to as the primary endpoint, was not achieved. However, in the pre-specified population that included approximately 90% of the patient population, (i.e.
the 800 patients who had CABG surgery without valve surgery), those that received pexelizumab at the highest dose level experienced a statistically significant
reduction in larger post-surgical heart attacks. Based on these results, in January 2002, we commenced enrollment of a Phase III clinical trial of pexelizumab in
patients undergoing CABG with CPB. We completed the target patient enrollment of approximately 3,000 patients in February 2003. In August 2003, we
disclosed preliminary results that indicated that the primary endpoint was not achieved with statistical significance. The primary endpoint in this PRIMO-CABG
Phase III trial was a composite of the incidence of death or myocardial infarction, measured at 30 days post-procedure, in patients undergoing CABG without
simultaneous valve surgery. In August 2005, we completed enrollment of approximately 4,250 patients in a confirmatory, pivotal Phase III PRIMO-CABG?2 trial
in multiple risk CABG patients. The primary endpoint of PRIMO-CABG2 was the combined incidence of nonfatal myocardial infarction or death through 30
days following CABG surgery in moderate-to-high risk patients. In November 2005, we announced that pexelizumab reduced the primary endpoint, but did not
meet the pre-specified threshold for statistical significance.
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We have concluded two Phase II studies with pexelizumab in AMI: one study in patients receiving angioplasty, a procedure for opening up narrowed or blocked
arteries that supply blood to the heart, and the other in patients receiving thrombolytic therapy, a procedure for dissolving clots that block heart vessels. The
angioplasty study, called COMMA, and the thrombolytic study, called COMPLY, completed patient enrollment in April 2002 and January 2002, respectively.
Results from both studies were reported at the November 2002 annual meeting of the American Heart Association. In both studies, the primary endpoint of a
reduction of myocardial infarction was not reached; however in the COMMA study, pexelizumab treatment was associated with a statistically significant, dose-
dependent reduction in death.

Completion of these and other trials does not guarantee that we will initiate additional trials for our product candidates, that if the trials are initiated what the
scope and phase of the trial will be or that they will be completed, or that if the trials are completed, that the results will provide a sufficient basis to proceed with
further trials or to apply for or receive regulatory approvals or to commercialize products. Results of trials could be inconclusive, requiring additional or repeat
trials. If the results achieved in our clinical trials are insufficient to proceed to further trials or to regulatory approval of our product candidates our company could
be materially adversely affected. Failure of a trial to achieve its pre-specified primary endpoint generally increases the likelihood that additional studies will be
required if we determine to continue development of the product candidate, reduces the likelihood of timely development of and regulatory approval to market the
product candidate, and may decrease the chances for successfully achieving the primary endpoint in scientifically similar indications.

There are many reasons why drug testing could be delayed or terminated.
For human trials, patients must be recruited and each product candidate must be tested at various doses and formulations for each clinical indication. Also, to
ensure safety and effectiveness, the effect of drugs often must be studied over a long period of time, especially for the chronic diseases that we are studying.
Unfavorable results or insufficient patient enrollment in our clinical trials could delay or cause us to abandon a product development program. We may decide to
abandon development of a product candidate at any time, or we may have to spend considerable resources repeating clinical trials or conducting additional trials,
either of which would increase costs and delay any revenue from those product candidates, if any.
Additional factors that can cause delay, impairment or termination of our clinical trials or our product development efforts include:

+  slow patient enrollment, including for example due to the rarity of the disease being studied;

* long treatment time required to demonstrate effectiveness;

» lack of sufficient supplies of the product candidate;

»  disruption of operations at the clinical trial sites;

+ adverse medical events or side effects in treated patients;

» the failure of patients taking the placebo to continue to participate in our clinical trials;

+ insufficient clinical trial data to support effectiveness of the product candidates;

+ lack of effectiveness of the product candidate being tested;

* lack of sufficient funds;

* inability to manufacture sufficient quantities of the product candidate for development or commercialization activities in a timely and cost-efficient

manner, or
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+ failure to obtain the necessary regulatory approvals for the product candidate or the approvals for the facilities in which such product candidate is
manufactured.

We may expand our business through new acquisitions that could disrupt our business and harm our financial condition.
Our business strategy includes expanding our products and capabilities, and we may seek acquisitions to do so. Acquisitions involve numerous risks, including:

»  substantial cash expenditures;

»  potentially dilutive issuance of equity securities;

+ incurrence of debt and contingent liabilities, some of which may be difficult or impossible to identify at the time of acquisition;

+ difficulties in assimilating the operations of the acquired companies;

+ diverting our management’s attention away from other business concerns;

+  risks of entering markets in which we have limited or no direct experience; and

+  the potential loss of our key employees or key employees of the acquired companies.
We cannot assure you that any acquisition will result in short-term or long-term benefits to us. We may incorrectly judge the value or worth of an acquired
company or business. In addition, our future success would depend in part on our ability to manage the rapid growth associated with some of these acquisitions.
We cannot assure you that we will be able to make the combination of our business with that of acquired businesses or companies work or be successful.
Furthermore, the development or expansion of our business or any acquired business or companies may require a substantial capital investment by us. We may
not have these necessary funds or they might not be available to us on acceptable terms or at all. We may also seek to raise funds by selling shares of our capital

stock, which could dilute current stockholders’ ownership interest in our company, or securities convertible into our capital stock, which could dilute current
stockholders’ ownership interest in our company upon conversion.

If we fail to obtain the capital necessary to fund our operations, we will be unable to continue or complete our product development.

We believe we have sufficient capital to fund our operations and product development for at least eighteen months. We may need to raise additional capital before
or after that time to complete the development and commercialization of our product candidates. We are currently conducting or initiating several clinical trials.
Funding needs may shift between programs and potentially accelerate and increase if we initiate new pivotal trials for our product candidates. We rely heavily on
P&G to fund development of pexelizumab. If P&G were to terminate the pexelizumab collaboration, we could have to raise additional capital or find new
collaboration partners in order to continue the development of pexelizumab.

Additional financing could take the form of public or private debt or equity offerings, equity line facilities, bank loans, collaborative research and development
arrangements with corporate partners and/or the sale or licensing of some of our property. The amount of capital we may need depends on many factors,
including:

+  the existence, terms and status of collaborative arrangements and strategic partnerships, such as our collaboration with P&G;

»  the progress, timing and scope of our research and development programs;
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+  the progress, timing and scope of our preclinical studies and clinical trials;
*  the time and cost necessary to obtain regulatory approvals;

»  the time and cost necessary to purchase or to further develop manufacturing processes, arrange for contract manufacturing or build manufacturing
facilities and obtain the necessary regulatory approvals for those facilities;

»  the time and cost necessary to develop sales, marketing and distribution capabilities;
»  the cost necessary to sell, market and distribute our products, if any are approved;
» changes in applicable governmental regulatory policies; and
+  any new collaborative, licensing and other commercial relationships that we may establish.
We may not get funding when we need it or funding may only be available on unfavorable terms. If we cannot raise adequate funds to satisfy our capital

requirements, we may have to delay, scale-back or eliminate our research and development activities or future operations. We might have to license our
technology to others. This could result in sharing revenues that we might otherwise retain for ourselves. Any of these actions would harm our business.

We are significantly leveraged.

On March 31, 2006, we had outstanding $150,000 principal amount of 1.375% convertible senior notes. These notes remain outstanding, and the degree to which
we are leveraged could, among other things:

»  make it difficult for us to make payments on our notes;

»  make it difficult for us to obtain financing for working capital acquisitions or other purposes on favorable terms, if at all;
*  make us more vulnerable to industry downturns and competitive pressures; and

+  limit our flexibility in planning for, or reacting to changes in, our business.

Our ability to meet our debt service obligations will depend upon our future performance, which will be subject to financial, business and other factors affecting
our operations, many of which are beyond our control.

If our collaboration with P&G is terminated or P&G reduces its commitment to our collaboration, our ability to develop and commercialize pexelizumab in the
time expected, or at all, and our business would be harmed.

We rely heavily on P&G to perform development, obtain commercial manufacturing, and provide sales and marketing for pexelizumab. While we cannot assure
you that pexelizumab will ever be successfully developed and commercialized, if P&G does not perform its obligations in a timely manner, or at all, our ability to
commercialize pexelizumab will be significantly adversely affected. We rely on P&G to provide funding and additional resources for the development and
commercialization of pexelizumab. These include funds and resources for:

*  clinical development and clinical and commercial manufacturing;
+  obtaining regulatory approvals; and

+  sales, marketing and distribution efforts worldwide.
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P&G has the right to terminate the collaboration or sublicense its collaboration rights at any time. Termination of our agreement with P&G would cause
significant delays in the development of pexelizumab and could result in significant additional development costs to us if we were to continue developing
pexelizumab. If we were to continue development of pexelizumab following termination by P&G, we would need to fund the development and commercialization
of pexelizumab on our own or identify a new development partner. We would need to develop or acquire replacement expertise in many areas necessary for the
development and potential commercialization of pexelizumab, or enter into agreements with other companies with respect to those matters. We do not have the
resources to replace some of the functions provided or funded by P&G. Accordingly, we might have to stop the development of pexelizumab or shift resources
from other product development programs until alternative resources were obtained. Sublicense by P&G also could cause significant delays in the development of
pexelizumab and result in substantial additional development costs to us. We might also have to repeat testing already completed with P&G. In addition,
sublicense would introduce a new collaboration partner which could create new and additional risks to the development of pexelizumab that cannot be identified
at this time.

We cannot guarantee that P&G will devote the resources necessary to successfully develop and commercialize pexelizumab in a timely manner, if at all.
Furthermore, P&G may devote the necessary resources, but we may still not successfully develop and commercialize pexelizumab.

If we are unable to engage and retain third-party collaborators, our research and development efforts may be delayed.

We depend upon third-party collaborators to assist us in the development of our product candidates. If any of our existing collaborators breaches or terminates its
agreement with us or does not perform its development work under an agreement in a timely manner, or at all, we would experience significant delays in the
development or commercialization of our product candidates. We would also experience significant delays if we could not engage additional collaborators when
required. In either event, we would be required to devote additional funds or other resources to these activities or to terminate them. This would divert funds or
other resources from other parts of our business.

We cannot assure you that:

»  our current collaboration arrangement will continue in its current form;

+ we will be able to negotiate acceptable collaborative agreements to develop or commercialize our product candidates;
»  any arrangements with third parties will be successful; or

«  current or potential collaborators will not pursue treatments for other diseases or seek other ways of developing treatments for our disease targets.

If the trading price of our common stock continues to fluctuate in a wide range, our stockholders will suffer considerable uncertainty with respect to an
investment in our common stock.

The trading price of our common stock has been volatile and may continue to be volatile in the future. Factors such as announcements of fluctuations in our or
our competitors’ operating results or clinical or scientific results, fluctuations in the trading prices or business prospects of our competitors and collaborators,
including, but not limited to P&G, changes in our prospects, and market conditions for biotechnology stocks in general could have a significant impact on the
future trading prices of our common stock and our convertible senior notes. In particular, the trading price of the common stock of many biotechnology
companies, including ours, has experienced extreme price and volume fluctuations, which have at times been unrelated to the operating performance of the
companies whose stocks were affected. This is due to several factors, including general market conditions, the announcement of the results of our clinical trials or
product development and the results of our attempts to obtain FDA approval for our products. In particular, since August 1, 1999, the sales price of our common
stock has ranged from a low of
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$9.05 per share to a high of $119.88 per share. While we cannot predict our future performance, if our stock price continues to fluctuate in a wide range, an
investment in our common stock may result in considerable uncertainty for an investor.

If we cannot protect the confidentiality and proprietary nature of our trade secrets, our business and competitive position will be harmed.

Our business requires using sensitive technology, techniques and proprietary compounds that we protect as trade secrets. However, since we are a small company,
we also rely heavily on collaboration with suppliers, outside scientists and other drug companies. Collaboration presents a strong risk of exposing our trade
secrets. If our trade secrets were exposed, it would help our competitors and adversely affect our business prospects.

In order to protect our drugs and technology more effectively, we need to obtain and maintain patents covering the drugs and technologies we develop. We may
obtain patents through ownership or license. Our drugs are expensive and time-consuming to test and develop. Without patent protection, competitors may copy
our methods, or the chemical structure or other aspects of our drugs. Even if we obtain and maintain patents, the patents may not be broad enough to protect our
drugs from copycat products.

If we are found to be infringing on patents owned by others, we may be forced to pay damages to the patent owner and obtain a license to continue the
manufacture, sale or development of our drugs and/or pay damages. If we cannot obtain a license, we may be prevented from the manufacture, sale or
development of our drugs.

Parts of our technology, techniques and proprietary compounds and potential drug candidates, including those which are in-licensed, may be found to infringe
patents owned by or granted to others. If we cannot resolve these conflicts, we may be liable for damages, be required to obtain costly licenses or be stopped from
manufacturing, using or selling our products or conducting other activities. For example, we are aware of broad patents owned by others relating to the
manufacture, use and sale of recombinant humanized antibodies, recombinant humanized single chain antibodies, recombinant human antibodies, and
recombinant human single chain antibodies. Many of our product candidates, including our two leading product candidates, eculizumab and pexelizumab, are
either genetically engineered antibodies, including recombinant humanized antibodies, recombinant humanized single chain antibodies, recombinant human
antibodies, or recombinant human single chain antibodies.

We have received notices from the owners of some of these patents claiming that their patents may be infringed by the development, manufacture or sale of some
of our drug candidates, including eculizumab and pexelizumab. We are also aware of other patents owned by third parties that might be claimed to be infringed by
the development and commercialization of some of our drug candidates, including eculizumab and pexelizumab. In respect to some of these patents, we have
obtained licenses, or expect to obtain licenses. However, with regard to other patents, we have either determined in our judgment that:

»  our products do not infringe the patents; or
*  we do not believe the patents are valid; or
*  we have identified and are testing various modifications that we believe should not infringe the patents and which should permit commercialization of

our product candidates.

Any holder of these patents or other patents covering similar technology could sue us for damages and seek to prevent us from manufacturing, selling or
developing our drugs. Legal disputes can be costly and time consuming to defend. If any patent holder successfully challenges our judgment that our products do
not infringe their patents or that their patents are invalid, we could be required to pay costly damages or to obtain a license to sell or develop our drugs. A required
license may be costly or may not be available on acceptable terms, if at all. A costly license, or inability to obtain a necessary license, could have a material
adverse effect on our business.
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There can be no assurance that we would prevail in a patent infringement action; will be able to obtain a license to any third party patent on commercially
reasonable terms; successfully develop non-infringing alternatives on a timely basis; or license alternative non-infringing technology, if any exists, on
commercially reasonable terms. Any impediment to our ability to manufacture or sell approved forms of our product candidates could have a material adverse
effect on our business and prospects.

If the testing or use of our products harms people, or is perceived to harm patients even when such harm is unrelated to our products, our clinical trials may be
adversely affected, our regulatory approval process could be delayed, negatively impacted or abandoned, and we could be subject to costly and damaging
product liability claims.

The testing, manufacturing, marketing and sale of drugs for use in humans exposes us to product liability risks. Side effects and other problems from using our
products could give rise to product liability claims against us. We might have to recall our products, if any, from the marketplace. Some of these risks are
unknown at this time.

We may be sued by people who participate in our trials. A number of patients who participate in such trials are already very ill when they enter the trial. Any
informed consents or waivers obtained from people who sign up for our trials may not protect us from liability or litigation. Our product liability insurance may
not cover all potential liabilities or may not completely cover any covered liabilities. Moreover, we may not be able to maintain our insurance on acceptable
terms. In addition, negative publicity relating to a product liability claim may make it more difficult, or impossible, for us to recruit patients for our clinical trials
or to market and sell our products. As a result of these factors, a product liability claim, even if successfully defended, could have a material adverse effect on our
business, financial condition or results of operations.

Our clinical trials are often conducted with patients who have severe and advanced stages of disease when they enter our trials. Patients involved in clinical trials
such as ours often have known as well as unknown significant pre-existing health risks. During the course of a trial patients may suffer adverse events, including
death, for reasons that may or may not be related to our products. Such events can subject us to costly litigation, and may delay, negatively impact, or end our
opportunity to receive regulatory approval to market our products. Even where we do not believe that an adverse event was related to our product, the
investigation into the circumstance may be time consuming or may be inconclusive. These investigations may delay our regulatory approval process, impact and
limit the type of regulatory approvals our products receive, or end our opportunity to receive regulatory approval. We are aware that one patient in a PNH trial
died after ending his study-specified treatments. The patient had health risks prior to entering the trial that were significant, frequently recurrent and potentially
life-threatening; and his physician determined it was unlikely that cessation of our product caused the event that caused the patient’s death, although it could not
be ruled out. Use of C5 Inhibitors, such as pexelizumab and eculizumab, is associated with an increased risk for infection with Neisseria bacteria. One patient in
our trials of eculizumab for the treatment of membranous nephritis became infected with Neisseria bacteria. Serious cases of Neisseria infection can result in
brain damage, loss of limbs or parts of limbs, kidney failure, or death.

We are subject to environmental laws and potential exposure to environmental liabilities.

We are subject to various federal, state and local environmental laws and regulations that govern our operations, including the handling and disposal of non-
hazardous and hazardous wastes, including medical and biological wastes, and emissions and discharges into the environment, including air, soils and water
sources. Failure to comply with such laws and regulations could result in costs for corrective action, penalties or the imposition of other liabilities. We also are
subject to laws and regulations that impose liability and clean-up responsibility for releases of hazardous substances into the environment. Under certain of these
laws and regulations, a current or previous owner or operator of property may be liable for the costs of remediating its property or locations to which wastes were
sent from its facilities, without regard to whether the owner or operator knew of, or necessarily caused, the contamination. Such obligations and liabilities, which
to date have not been material, could have a material impact on our business and financial condition.
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Inability to contract with third-party manufacturers on commercially reasonable terms, or failure or delay by us or our third-party manufacturers, if any, in
manufacturing our drug products for testing, and later for potential sale in the market in the volumes and quality required, would have a material adverse effect
on our business.

For our drug trials, we need to produce sufficient amounts of product for testing. Our small manufacturing plant cannot manufacture enough of our product
candidates for later stage clinical development or commercial supply. In addition, we do not have the capacity to produce more than one product candidate at a
time. We depend on a few outside suppliers for manufacturing. If we experience interruptions in the manufacture of our products, our drug development and
commercialization efforts will be delayed. If any of our outside manufacturers stops manufacturing our products or reduces the amount manufactured, or is
otherwise unable to manufacture our required amounts at our required quality, we will need to find other alternatives, which is likely to be expensive and time
consuming. If we are unable to find an acceptable outside manufacturer on reasonable terms, we will have to divert our own resources to manufacturing, which
may not be sufficient to produce the necessary quantity or quality of product. As a result, our ability to conduct testing and drug trials and our plans for
commercialization would be materially adversely affected. Submission of products and new development programs for regulatory approval, as well as our plans
for commercialization, would be delayed. Our competitive position and our prospects for achieving profitability would be materially and adversely affected.

We have no experience or capacity for manufacturing drug products in volumes that would be necessary to support commercial sales and we can provide no
assurance that we will be able to do so successfully. If either eculizumab or pexelizumab is approved for sale, we expect we would be required to manufacture
substantially more than we have been required to manufacture for clinical and preclinical trials. We may experience higher manufacturing failure rates than we
have in the past if and when we attempt to substantially increase production volume.

Manufacture of drug products, including the need to develop and utilize manufacturing processes that consistently produce our drug products to their required
quality specifications, is highly regulated by the FDA and other domestic and foreign authorities. Regulatory authorities must approve the facilities in which our
products are manufactured prior to granting market approval for any product candidate. Manufacturing facilities are also subject to ongoing inspections and minor
changes in manufacturing processes may require additional regulatory approvals. We cannot assure you that we or our third-party collaborators will successfully
comply with all of those requirements and regulations, which failure would have a materially adverse effect on our business.

Manufacture of our drug products is highly technical and only a few third-parties have the ability and capacity to manufacture our drug products for our
development and commercialization needs. We can not assure you that these potential third-party collaborators will agree to manufacture our products on our
behalf on commercially reasonable terms, if at all. If we do achieve agreement from one or more third parties to manufacture our drug products, we can not assure
you that they will be able or willing to honor the terms of the agreements, including any obligations to manufacture the drug products in accordance with
regulatory requirements and to our quality specifications and volume requirements. Due to the highly technical requirements of manufacturing our drug products,
our third-party collaborators and we may be unable to manufacture our drug products despite their and our efforts.

Currently, we are relying on P&G to retain appropriate commercial-scale manufacturing for pexelizumab through one or more third-party manufacturers. P&G
has contracted with Chiron Corporation, or Chiron, for the commercial-scale manufacture of pexelizumab. The failure of P&G to obtain and maintain appropriate
commercial-scale manufacturing for pexelizumab in accordance with all regulatory requirements on a timely basis, or at all, may prevent or impede the
commercialization of pexelizumab. We have executed a commercial-scale product supply agreement with Lonza Biologics, plc, or Lonza, for the long-term
manufacture of eculizumab. The failure of Lonza to manufacture appropriate supplies of eculizumab on a timely basis, or at all, may prevent or impede the
commercialization of Soliris™ (eculizumab). Prior to granting an approval for marketing of pexelizumab or eculizumab, Chiron’s facilities with respect to
manufacturing of pexelizumab and Lonza’s facilities with respect manufacturing of eculizumab will be subject to inspection by the FDA in the United States and
by regulatory agencies from foreign countries. Due to the nature of the current market for third-party commercial manufacturing arrangements, many
arrangements require substantial penalty payments by the customer for failure to use the manufacturing capacity contracted for. We could owe substantial penalty
payments to Lonza if we were not to use
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the manufacturing capacity we contracted for, and we could be required to share with P&G, on up to a 50-50 basis, substantial penalty payments owed by P&G
for its failure to utilize the manufacturing capacity it contracted for with third-party manufacturers for the supply of pexelizumab. The payment of a substantial
penalty would harm our financial condition.

If we are unable to establish sales, marketing and distribution capabilities, or to enter into agreements with third parties to do so, we will be unable to
successfully market and sell future drug products.

We have no sales or distribution personnel or capabilities. We have only recently established core pre-commercial marketing capabilities. If we are unable to
continue developing those capabilities, either by developing our own capabilities or entering into agreements with others, we will not be able to successfully sell
our future drug products. In that event, we will not be able to generate significant revenues. We cannot guarantee that we will be able to hire the qualified sales
and marketing personnel we need. We may not be able to enter into any marketing or distribution agreements with third-party providers on acceptable terms, if at
all. Currently, we are relying on P&G for sales, marketing and distribution of pexelizumab. P&G, or any future third-party collaborators, may not succeed at
selling, marketing, or distributing any of our future drug products.

If we are unable to obtain reimbursement for our future products from government health administration authorities, private health insurers and other
organizations, our products may be too costly for regular use and our ability to generate revenues would be harmed.

Our products, if commercialized, may be significantly more expensive than traditional drug treatments. Our future revenues and profitability will be adversely
affected if we cannot depend on governmental, private third-party payers and other third-party payers, including Medicare and Medicaid, to defray the cost of our
products to the consumer. If these entities refuse to provide coverage and reimbursement with respect to our products or determine to provide an insufficient level
of coverage and reimbursement, our products may be too costly for general use, and physicians may not prescribe them. Many third-party payers cover only
selected drugs, making drugs that are not preferred by such payer more expensive for patients, and require prior authorization or failure on another type of
treatment before covering a particular drug. Payers may especially impose these obstacles to coverage for higher-priced drugs, as our product candidates are
likely to be.

In addition to potential restrictions on coverage, the amount of reimbursement for our products may also reduce our profitability and worsen our financial
condition. In the United States, there have been and we expect will continue to be actions and proposals to control and reduce healthcare costs. Government and
other third-party payers are challenging the prices charged for healthcare products and increasingly limiting and attempting to limit both coverage and level of
reimbursement for prescription drugs.

Since our products will likely be too expensive for most patients to afford without health insurance coverage, if our products are unable to obtain adequate
coverage and reimbursement by third-party payers our ability to successfully commercialize our product candidates may be adversely impacted. Any limitation
on the use of our products or any decrease in the price of our products will have a material adverse effect on our ability to achieve profitability.

In certain foreign countries, pricing, coverage and level of reimbursement of prescription drugs are subject to governmental control and we may be unable to
negotiate coverage, pricing, and reimbursement on terms that are favorable to us. In some foreign countries, the proposed pricing for a drug must be approved
before it may be lawfully marketed. The requirements governing drug pricing vary widely from country to country. For example, the European Union provides
options for its member states to restrict the range of medicinal products for which their national health insurance systems provide reimbursement and to control
the prices of medicinal products for human use. A member state may approve a specific price for the medicinal product or it may instead adopt a system of direct
or indirect controls on the profitability of the company placing the medicinal product on the market. Our results of operation may suffer if we are unable to
market our products in foreign countries or if coverage and reimbursement for our products in foreign countries is limited.
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If our competitors get to the marketplace before we do with better or cheaper drugs, our drugs may not be profitable to sell or to continue to develop.

Each of Abbott Laboratories Inc., Adprotech Ltd., Avant Immunotherapeutics, Inc., Baxter International, Inc., Millennium Pharmaceuticals, Inc., Neurogen
Corporation, Tanox, Inc., XOMA, Ltd., and Archemix Corporation have publicly announced their intentions to develop drugs which target the inflammatory
effects of complement in the immune system. We are also aware that GlaxoSmithKline, plc, Merck & Co., Inc., and Pfizer, Inc. have had programs develop
complement inhibitor therapies. Each of Cambridge Antibody Technology Group, plc, MorphoSys AG and Dyax Corporation has publicly announced intentions
to develop therapeutic human antibodies from libraries of human antibody genes. Additionally, each of Amgen, Inc. and Medarex, Inc. has publicly announced
intentions to develop therapeutic human antibodies from mice that have been bred to include some human antibody genes. These and other pharmaceutical
companies, many of which have significantly greater resources than we, may develop, manufacture, and market better or cheaper drugs than our product
candidates. They may establish themselves in the marketplace before we are able even to finish our clinical trials. Other pharmaceutical companies also compete
with us to attract academic research institutions as drug development partners, including for licensing these institutions’ proprietary technology. If our competitors
successfully enter into such arrangements with academic institutions, we will be precluded from pursuing those unique opportunities and may not be able to find
equivalent opportunities elsewhere.

If we fail to recruit and retain personnel, our research and product development programs may be delayed.

We are highly dependent upon the efforts of our senior management and scientific personnel, particularly Dr. Leonard Bell, M.D., our Chief Executive Officer
and a member of our Board of Directors, David W. Keiser, our President, Chief Operating Officer and a member of our Board of Directors, and Stephen P.
Squinto, Ph.D., our Executive Vice President and Head of Research. There is intense competition in the biotechnology industry for qualified scientific and
technical personnel. Since our business is very science-oriented and specialized, we need to continue to attract and retain such people. We may not be able to
continue to attract and retain the qualified personnel necessary for developing our business. We have employment agreements with Dr. Bell, Mr. Keiser, and

Dr. Squinto. None of our key personnel is nearing retirement age or to our knowledge, planning to retire. To our knowledge, there is no tension between any of
our key personnel and the Board of Directors. If we lose the services of our management and scientific personnel and fail to recruit other scientific and technical
personnel, our research and product development programs will be materially and adversely affected.

In particular, we highly value the services of Dr. Bell, our Chief Executive Officer. The loss of his services could materially and adversely affect our ability to
achieve our development objectives.

Our ability to use net operating loss carry forwards to reduce future tax payments may be limited if there is a change in ownership of Alexion.

As of December 31, 2005, we had approximately $493 million of net operating loss carry forwards, or NOLs, available to reduce taxable income in future years.
We believe that some of these NOLs are currently subject to an annual limitation under section 382 of the Internal Revenue Code of 1986, as amended.

Our ability to utilize our NOLs may be further limited if we undergo an ownership change, as defined in section 382, as a result of subsequent changes in the
ownership of our outstanding stock. We would undergo an ownership change if, among other things, the stockholders, or group of stockholders, who own or have
owned, directly or indirectly, 5% or more of the value of our stock, or are otherwise treated as 5% stockholders under section 382 and the regulations promulgated
there under, increase their aggregate percentage ownership of our stock by more than 50 percentage points over the lowest percentage of our stock owned by these
stockholders at any time during the testing period, which is generally the three-year period preceding the potential ownership change. In the event of an
ownership change, section 382 imposes an annual limitation on the amount of post-ownership change taxable income a corporation may offset with pre-
ownership change NOLs. The limitation imposed by section 382 for any post-change year would be determined by multiplying the value of our stock
immediately before the ownership change (subject to certain adjustments) by the applicable long-term tax-exempt rate. Any unused limitation may be carried
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over to later years, and the limitation may under certain circumstances be increased by built-in gains which may be present with respect to assets held by us at the
time of the ownership change that are recognized in the five-year period after the ownership change. Our use of NOL:s arising after the date of an ownership
change would not be affected.

Based upon our review of the aggregate change in percentage ownership during the current testing period, we do not believe that we experienced a change in
ownership within the meaning of section 382 as a result of the offering of our common stock in August 2005. However, such a determination is complex and
there can be no assurance that the Internal Revenue Service could not successfully challenge our conclusion. Even if the offering of our common stock did not
cause an ownership change to occur immediately, the issuance, directly or indirectly, of a relatively large number of shares in that offering may mean that we may
not be able to engage in transactions involving the issuance or deemed issuance of stock within the subsequent three-year period without triggering an ownership
change within the meaning of section 382. In addition, there are circumstances beyond our control, such as market purchases of our stock by investors who are
existing 5% shareholders, or become 5% shareholders as a result of such purchases, which could result in an ownership change with respect to our stock. Thus,
there can be no assurance that our future actions, or future actions by our stockholders, will not result in the occurrence of an ownership change, which may limit
our use of the NOLs and negatively affect future cash flows.

Item 6. Exhibits
(a)  Exhibits

31.1 Certification by Leonard Bell, Chief Executive Officer of Alexion Pharmaceuticals, Inc., pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, in
connection with Alexion Pharmaceuticals, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2006.

31.2 Certification by Vikas Sinha, Senior Vice President and Chief Financial Officer of Alexion Pharmaceuticals, Inc., pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002, in connection with Alexion Pharmaceuticals, Inc.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2006.

32.1 Certification by Leonard Bell, Chief Executive Officer of Alexion Pharmaceuticals, Inc., pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, in connection with Alexion Pharmaceuticals, Inc.’s Quarterly Report on Form 10-Q for the quarter ended
March 31, 2006.

32.2 Certification by Vikas Sinha, Senior Vice President and Chief Financial Officer of Alexion Pharmaceuticals, Inc., pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in connection with Alexion Pharmaceuticals, Inc.’s Quarterly Report on Form 10-Q for the
quarter ended March 31, 2006.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

ALEXION PHARMACEUTICALS, INC.

Date: May 5, 2006 By: /s/ Leonard Bell, M.D.

Leonard Bell, M.D.
Chief Executive Officer, Secretary and Treasurer
(principal executive officer)

Date: May 5, 2006 By: /s/ Vikas Sinha

Vikas Sinha
Senior Vice President and Chief Financial Officer
(principal financial and accounting officer)
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Exhibit 31.1

I, Leonard Bell, M.D., certify that:

1. I have reviewed this quarterly report on Form 10-Q of Alexion Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a — 15(f) and 15d — 15(f)) for the
registrant and have:

(@) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with GAAP.

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors:

(a) Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Dated: May 5, 2006 /s/ Leonard Bell, M.D.

Leonard Bell, M.D.
Chief Executive Officer



Exhibit 31.2

I, Vikas Sinha, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Alexion Pharmaceuticals, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a — 15(f) and 15d — 15(f)) for the
registrant and have:

(@) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with GAAP.

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors:

(a) Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Dated: May 5, 2006 /s/ Vikas Sinha

Vikas Sinha
Senior Vice President and Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report on Form 10-Q of Alexion Pharmaceuticals, Inc. (the “Company”) for the fiscal quarter ended March 31, 2006 as filed with
the Securities and Exchange Commission (the “Report), I, Leonard Bell M.D., Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as
adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Dated: May 5, 2006 /s/ Leonard Bell, M.D.

Leonard Bell, M.D.
Chief Executive Officer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the
Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report on Form 10-Q of Alexion Pharmaceuticals, Inc. (the “Company”) for the fiscal quarter ended March 31, 2006 as filed with
the Securities and Exchange Commission (the “Report), I, Vikas Sinha, Senior Vice President and Chief Financial Officer of the Company, certify, pursuant to
18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
Dated: May 5, 2006 /s/ Vikas Sinha

Vikas Sinha
Senior Vice President and Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to the
Securities and Exchange Commission or its staff upon request.



