Filed by AstraZeneca PLC

This communication is filed pursuant to Rule 425
under the United States Securities Act of 1933
Subject Company: Alexion Pharmaceuticals, Inc.
(Commission File No. 000-27756)

Date: 12 April, 2021

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. THIS DOCUMENT IS A
CIRCULAR FOR THE PURPOSES OF LISTING RULE 13. IF YOU ARE IN ANY DOUBT AS TO WHAT ACTION
YOU SHOULD TAKE, YOU ARE RECOMMENDED TO SEEK YOUR OWN PERSONAL FINANCIAL ADVICE
IMMEDIATELY FROM YOUR STOCKBROKER, BANK MANAGER, SOLICITOR, ACCOUNTANT OR OTHER
INDEPENDENT FINANCIAL ADVISER AUTHORISED UNDER THE FINANCIAL SERVICES AND MARKETS
ACT 2000, OR FROM ANOTHER APPROPRIATELY AUTHORISED INDEPENDENT FINANCIAL ADVISER.

If you have sold or otherwise transferred all of your AstraZeneca Shares, please send this document and the accompanying documents (other than
documents or forms personalised to you) at once to the purchaser or transferee, or to the bank, stockbroker or other agent through whom the sale or transfer
was effected, for delivery to the purchaser or transferee. HOWEVER, these documents must not be forwarded, distributed or transmitted in, into or from
any jurisdiction where to do so would violate the laws of that jurisdiction. If you have sold or otherwise transferred only part of your holding of
AstraZeneca Shares you should retain these documents and contact the bank, stockbroker or other agent through whom the sale or transfer was effected.

This document is not a prospectus and it does not constitute or form part of any offer or invitation to purchase, acquire, subscribe for, sell, dispose of or
issue, or any solicitation of any offer to sell, dispose of, purchase, acquire or subscribe for, any security, including any AstraZeneca Shares to be issued in
connection with the Transaction. AstraZeneca is not required to publish a prospectus in connection with the Transaction.

This document (including any documents incorporated into it by reference) should be read as a whole and in conjunction with the accompanying Form of
Proxy.

The distribution of this document and/or the accompanying documents (in whole or in part) in jurisdictions other than the United Kingdom may
be restricted by the laws of those jurisdictions and therefore persons into whose possession this document comes should inform themselves about
and observe any such restrictions. Failure to comply with any such restrictions may constitute a violation of the securities laws of any such
jurisdiction.

AstraZeneca

AstraZeneca PLC

(registered in England and Wales under the Companies Act 1985 with registered number 02723534)
Acquisition of Alexion Pharmaceuticals, Inc.

by AstraZeneca PLC

Circular to Shareholders
and
Notice of General Meeting

Your attention is drawn to the letter from the Chairman of AstraZeneca in Part I (Letter From the Chairman of AstraZeneca) of this document, which
contains the unanimous recommendation of the Board that you vote in favour of the Resolution to be proposed at the AstraZeneca General Meeting. You
should read the whole of this document and, in particular, the risk factors in Part II (Risk Factors) of this document.

The Notice of General Meeting, which will be held at Academy House, 136 Hills Road, Cambridge, CB2 8PA, United Kingdom at 11.30 a.m. on 11
May 2021, is set out in Part IX (Notice of General Meeting) of this document. The AstraZeneca General Meeting will be a closed meeting due to UK
Government COVID-19 restrictions relating to indoor gatherings and will be preceded by an online shareholder engagement event which will be held at
2.00 p.m. on 30 April 2021.

The action to be taken by AstraZeneca Shareholders in relation to the AstraZeneca General Meeting is set out on pages 9 to 10 of this document.
AstraZeneca Shareholders will find enclosed with this document a Form of Proxy for use in connection with the AstraZeneca General Meeting. As
AstraZeneca Shareholders will not be allowed to attend the AstraZeneca General Meeting, AstraZeneca Shareholders are strongly encouraged to
appoint the Chairman of the AstraZeneca General Meeting as their proxy, to ensure their votes are counted. Please complete and sign the enclosed
Form of Proxy (or appoint a proxy electronically, as referred to below) in accordance with the instructions printed on it and return it to
AstraZeneca’s registrars, Equiniti Limited at Aspect House, Spencer Road, Lancing, West Sussex, BN99 6DA, United Kingdom as soon as possible
and, in any event, so as to be received by 11.30 a.m. on 7 May 2021. Unless the Form of Proxy is returned by the time mentioned in the instructions
printed on it, it will be invalid.




Electronic Proxy Appointment (“EPA”) is available for the AstraZeneca General Meeting. To use this facility, you must visit www.sharevote.co.uk
where details of the procedure are shown. The Authentication Reference Number shown on the Form of Proxy will be required to complete the
procedure. Alternatively, shareholders who have already registered with Equiniti Registrars’ online portfolio service, Shareview, can appoint their
proxy electronically by logging on to their portfolio at www.shareview.co.uk. EPA will not be valid if received later than 48 hours before the
AstraZeneca General Meeting, or, in the case of any adjournment, later than 48 hours before the time fixed for the adjourned meeting and will not
be accepted if found to contain a computer virus.

Applications will be made to the FCA for the New AstraZeneca Shares to be admitted to listing on the premium listing segment of the Official List and to
the London Stock Exchange for the New AstraZeneca Shares to be admitted to trading on the London Stock Exchange’s Main Market for listed securities.

If you have any questions about this document, the AstraZeneca General Meeting or on the completion and return of the Form of Proxy, please call the
Shareholder Helpline between 8.30 a.m. and 5.30 p.m. (BST) Monday to Friday (excluding English and Welsh public holidays) on 0800 389 1580 (from
within the UK) or +44 (0)121 415 7033 (from outside the UK, international rates apply). Please note that calls may be monitored or recorded and the
Shareholder Helpline cannot provide financial, legal or tax advice or advice on the merits of the Transaction.

Certain terms used in this document are defined in Part VIII (Definitions) of this document.

Evercore Partners International LLP (“Evercore”), which is authorised and regulated by the Financial Conduct Authority in the United Kingdom, is acting
exclusively for AstraZeneca and no one else in connection with the Transaction and the matters referred to in this document and will not regard any other
person as a client in relation to the matters set out in this document (whether or not a recipient of this document) and will not be responsible to anyone other
than AstraZeneca for providing the protections afforded to its clients, nor for providing advice in relation to the Transaction or any other matter referred to
in this document. Neither Evercore nor any of its subsidiaries, holding companies, branches or affiliates owes or accepts any duty, liability or responsibility
whatsoever (whether direct or indirect, whether in contract, in tort, under statute or otherwise) to any person who is not a client in connection with the
Transaction or any statement contained herein or otherwise. Apart from the responsibilities and liabilities, if any, which may be imposed on Evercore by the
FSMA, or the regulatory regime established thereunder, or under the regulatory regime of any jurisdiction where exclusion of liability under the relevant
regulatory regime would be illegal, void or unenforceable, neither Evercore nor any of its affiliates accepts any responsibility or liability whatsoever for the
contents of this document, and no representation, express or implied, is made by it, or purported to be made on its behalf, in relation to the contents of this
document, including its accuracy, fairness, sufficiency, completeness or verification of any statement contained herein or any other statement made or
purported to be made by it, or on its behalf, in connection with AstraZeneca or the matters described in this document, and nothing in this document is, or
shall be relied upon as, a promise or representation in this respect, whether as to the past or the future. To the fullest extent permitted by applicable law,
each of Evercore and its affiliates accordingly disclaim all and any responsibility or liability whether arising in tort, contract or otherwise (save as referred
to above) which they might otherwise have in respect of this document or any statement contained herein.

Centerview Partners UK LLP (“Centerview Partners™), which is authorised and regulated by the Financial Conduct Authority in the United Kingdom, is
acting exclusively for AstraZeneca and no one else in connection with the Transaction and the matters referred to in this document and will not regard any
other person as a client in relation to the matters set out in this document (whether or not a recipient of this document) and will not be responsible to anyone
other than AstraZeneca for providing the protections afforded to its clients, nor for providing advice in relation to the Transaction or any other matter
referred to in this document. Neither Centerview Partners nor any of its subsidiaries, holding companies, branches or affiliates owes or accepts any duty,
liability or responsibility whatsoever (whether direct or indirect, whether in contract, in tort, under statute or otherwise) to any person who is not a client in
connection with the Transaction or any statement contained herein or otherwise. Apart from the responsibilities and liabilities, if any, which may be
imposed on Centerview Partners by the FSMA, or the regulatory regime established thereunder, or under the regulatory regime of any jurisdiction where
exclusion of liability under the relevant regulatory regime would be illegal, void or unenforceable, neither Centerview Partners nor any of its affiliates
accepts any responsibility or liability whatsoever for the contents of this document, and no representation, express or implied, is made by it, or purported to
be made on its behalf, in relation to the contents of this document, including its accuracy, fairness, sufficiency, completeness or verification of any
statement contained herein or any other statement made or purported to be made by it, or on its behalf, in connection with AstraZeneca or the matters
described in this document, and nothing in this document is, or shall be relied upon as, a promise or representation in this respect, whether as to the past or
the future. To the fullest extent permitted by applicable law, each of Centerview Partners and its affiliates accordingly disclaim all and any responsibility or
liability whether arising in tort, contract or otherwise (save as referred to above) which they might otherwise have in respect of this document or any
statement contained herein.




Important Additional Information

In connection with the Transaction, AstraZeneca filed a registration statement on Form F-4 with the SEC on 19 February 2021 (the “Registration
Statement”), which included a document that serves as a prospectus of AstraZeneca and a proxy statement of Alexion (the “proxy
statement/prospectus”), Alexion intends to file a proxy statement with the SEC (the “proxy statement”) and each party will file other documents
regarding the Transaction with the SEC. Investors and security holders of Alexion are urged to carefully read the entire Registration Statement and proxy
statement/prospectus or proxy statement and other relevant documents filed with the SEC when they become available, because they will contain important
information. A definitive proxy statement/prospectus or a definitive proxy statement will be sent to Alexion’s shareholders. Investors and security holders
will be able to obtain the Registration Statement and the proxy statement/prospectus or the proxy statement free of charge from the SEC’s website or from
AstraZeneca or Alexion as described in the paragraphs below.

The documents filed by AstraZeneca with the SEC may be obtained free of charge at the SEC’s website at www.sec.gov. These documents may also be
obtained free of charge on AstraZeneca’s website at http://www.astrazeneca.com under the tab “Investors”. The documents filed by Alexion with the SEC
may be obtained free of charge at the SEC’s website at www.sec.gov. These documents may also be obtained free of charge on Alexion’s internet website at
http://www.alexion.com under the tab, “Investors” and under the heading “SEC Filings” or by contacting Alexion’s Investor Relations Department at
investorrelations@alexion.com.

Participants in the Solicitation

AstraZeneca, Alexion and certain of their directors, executive officers and employees may be deemed participants in the solicitation of proxies from
Alexion Shareholders in connection with the Transaction. Information regarding the persons who may, under the rules of the SEC, be deemed participants
in the solicitation of the shareholders of Alexion in connection with the Transaction, including a description of their direct or indirect interests, by security
holdings or otherwise, will be set forth in the proxy statement/prospectus or proxy statement when it is filed with the SEC. Information about the directors
and executive officers of Alexion and their ownership of Alexion Shares is set forth in Alexion’s Annual Report on Form 10-K/A, as previously filed with
the SEC on 16 February 2021. Free copies of these documents may be obtained as described in the paragraphs above.

The date of publication of this document is 12 April 2021.




IMPORTANT NOTICES
Forward-looking statements

This document contains certain forward-looking statements with respect to the operations, performance and financial condition of the AstraZeneca Group,
including, among other things, statements about expected revenues, margins, earnings per share or other financial or other measures, as well as the ability
of the parties to consummate the Transaction on a timely basis or at all, the ability of the parties to satisfy the conditions precedent to consummation of the
Transaction, including the ability to secure the required regulatory approvals on the terms expected, at all or in a timely manner, the ability of AstraZeneca
to successfully integrate Alexion’s operations, and the ability of AstraZeneca to implement its plans, forecasts and other expectations with respect to
Alexion’s business after Completion and realise expected synergies. Although the AstraZeneca Group believes its expectations are based on reasonable
assumptions, any forward-looking statements, by their very nature, involve risks and uncertainties and may be influenced by factors that could cause actual
outcomes and results to be materially different from those predicted. The forward-looking statements reflect knowledge and information available at the
date of preparation of this document and the AstraZeneca Group undertakes no obligation to update these forward-looking statements. The AstraZeneca
Group identifies the forward-looking statements by using the words ‘anticipates’, ‘believes’, ‘expects’, ‘intends’ and similar expressions in such
statements. Important factors that could cause actual results to differ materially from those contained in forward-looking statements, certain of which are
beyond the AstraZeneca Group’s control, include, among other things: the risks set out in Part II (Risk Factors) of this document; failure or delay in
delivery of pipeline or launch of new medicines; failure to meet regulatory or ethical requirements for medicine development or approval; failure to obtain,
defend and enforce effective intellectual property (“IP”) protection and IP challenges by third parties; competitive pressures including expiry or loss of IP
rights, and generic competition; price controls and reductions; economic, regulatory and political pressures; uncertainty and volatility in relation to the
UK’s exit from the EU; failures or delays in the quality or execution of commercial strategies; failure to maintain supply of compliant, quality medicines;
illegal trade in medicines; reliance on third-party goods and services; failure in information technology, data protection or cybercrime; failure of critical
processes; uncertainty of expected gains from productivity initiatives; failure to attract, develop, engage and retain a diverse, talented and capable
workforce, including following Completion; failure to adhere to applicable laws, rules and regulations; the safety and efficacy of marketed medicines being
questioned; adverse outcome of litigation and/or governmental investigations, including relating to the Transaction; failure to adhere to increasingly
stringent anti-bribery and anti-corruption legislation; failure to achieve strategic plans or meet targets or expectations; failure in financial control or the
occurrence of fraud; unexpected deterioration in AstraZeneca’s or Alexion’s financial position; the COVID-19 global pandemic; the risk that a condition to
the closing of the Transaction may not be satisfied, or that a regulatory approval that may be required for the Transaction is delayed or is obtained subject to
conditions that are not anticipated; the risk that AstraZeneca is unable to achieve the synergies and value creation contemplated by the Transaction, or that
AstraZeneca is unable to promptly and effectively integrate Alexion’s businesses; and the risk that management’s time and attention are diverted on
Transaction-related issues or that disruption from the Transaction makes it more difficult to maintain business, contractual and operational relationships.

Neither AstraZeneca nor any of its associates or directors, officers or advisers provides any representation, assurance or guarantee that the occurrence of the
events expressed or implied in any forward-looking statements in this document will actually occur. You are cautioned not to place undue reliance on these
forward-looking statements. Other than in accordance with their legal or regulatory obligations (including under the Listing Rules, the Disclosure and
Transparency Rules and the Prospectus Regulation Rules of the FCA), AstraZeneca is under no obligation, and AstraZeneca expressly disclaims any
intention or obligation to update or revise publicly any forward-looking statements, whether as a result of new information, future events or otherwise.

Nothing in this paragraph or anywhere else in this document should be construed as qualifying the statement in respect of the Combined Group’s working
capital set out in paragraph 13 of Part VI (Additional Information) of this document.

No profit forecasts or estimates

Unless otherwise stated, no statement in this document, or incorporated by reference into this document, is intended to be or is to be construed as a profit
forecast or estimate for any period and no other statement in this document should be interpreted to mean that earnings or earnings per share for
AstraZeneca for the current or future financial years, or those of the Combined Group, would necessarily match or exceed the historical published earnings
or core earnings per share for AstraZeneca.




Quantified synergy benefits

Statements of identified synergies and estimated costs savings relate to future actions and circumstances which by their nature involve risks, uncertainties
and contingencies. As a consequence, the identified synergies and estimated cost savings referred to in this document may not be achieved, may be
achieved later or sooner than estimated, or those achieved could be materially different from those estimated.

Publication on website and availability of hard copies

A copy of this document and all information incorporated into this document by reference to another source, will be made available on AstraZeneca’s
website at: https://www.astrazeneca.com/investor-relations/astrazeneca-to-acquire-alexion.html. For the avoidance of doubt, the contents of the websites
referred to in this document are not incorporated into and do not form part of this document.

If you have received notification of this document in electronic form, you may request a hard copy of this document and/or any information incorporated
into this document by reference to another source by contacting AstraZeneca’s registrars, Equiniti, at Aspect House, Spencer Road, Lancing, West Sussex,
BN99 6DA, United Kingdom or, between 8.30 a.m. and 5.30 p.m. (BST), Monday to Friday (excluding English and Welsh public holidays), on 0800 389
1580 from within the UK or on +44 (0)121 415 7033 if calling from outside the UK (calls from outside the UK will be charged at the applicable
international rate), with your full name and the full address to which the hard copy may be sent (calls may be recorded and monitored for training and
security purposes). You may also request that all future documents, announcements and information to be sent to you in relation to the Transaction should
be in hard copy form.

Rounding

Certain figures included in this document have been subjected to rounding adjustments. Accordingly, figures shown in the same category presented in
different tables may vary slightly and figures shown as totals in certain tables may not be an arithmetic aggregation of the figures that precede them.

Presentation of financial information
Unless otherwise stated:

(a) financial information relating to AstraZeneca has been extracted without material adjustment from the audited consolidated financial statements of
AstraZeneca for the financial years ended 31 December 2020, 31 December 2019 and 31 December 2018, each of which has been incorporated by
reference into this document as described in Part VII (Documentation Incorporated by Reference) of this document;

(b) financial information relating to Alexion has been extracted without material adjustment from the unaudited reconciliations (from US GAAP to IFRS)
of the consolidated financial statements relating to Alexion for the financial years ended 31 December 2020, 31 December 2019 and 31
December 2018, each of which is included in Part IV (Historical Financial Information Relating to Alexion) of this document; and

(c) all prices quoted for AstraZeneca Shares are closing prices in sterling as at the date specified as provided by the London Stock Exchange.
Unless otherwise indicated, financial information in this document relating to AstraZeneca and Alexion has been prepared in accordance with IFRS.
Pro forma financial information

In this document, any reference to “pro forma” financial information is to information which has been extracted without material adjustments from the
unaudited pro forma financial information contained in Part V (Unaudited Pro Forma Financial Information for the Combined Group) of this document.
The unaudited pro forma financial information contained in Part V (Unaudited Pro Forma Financial Information for the Combined Group) of this
document is based on the historical financial information of Alexion and AstraZeneca contained in Part IV (Historical Financial Information relating to
Alexion) and the financial information incorporated by reference into this document as described in Part VII (Documentation Incorporated by Reference) of
this document, respectively. The unaudited pro forma income statement and statement of net assets are presented in US dollars, the proposed presentational
currency of the Combined Group. The unaudited pro forma income statement has been prepared to illustrate the effect on the earnings of the Combined
Group as if the Transaction had taken place on 1 January 2020. The unaudited pro forma statement of net assets has been prepared to illustrate the effect on
the net assets of the Combined Group as if the Transaction had taken place on 31 December 2020.




The unaudited pro forma income statement and statement of net assets have been prepared for illustrative purposes only and, because of their nature,
address a hypothetical situation and do not, therefore, represent AstraZeneca’s or the Combined Group’s actual financial position or results. The pro forma
financial information has been prepared under IFRS as adopted by the EU and on the basis set out in Part V (Unaudited Pro Forma Financial Information
for the Combined Group) of this document and in accordance with Item 13.3.3 R of the Listing Rules and in a manner consistent with the accounting
policies adopted by AstraZeneca in preparing the audited consolidated financial statements for the year ended 31 December 2020.

In addition to the matters noted above, the unaudited pro forma financial information does not reflect the effect of anticipated synergies and efficiencies or
the related costs of achieving these synergies that may result from the Transaction.

Non-GAAP measures

Certain operating and financial performance metrics contained in this document have not been audited and this document contains some financial measures
which are not within the scope of IFRS or US GAAP (“Non- GAAP”) and which are used by the Company and Alexion, respectively, to assess the
financial performance of their businesses. These measures include, among others, “Core operating margin”, “Core earnings at CER”, “Non-GAAP Net
Income”, “Non-GAAP Operating Income (Post-SBC)”, “Core EBIT”, “Tax-Effected EBIT”, “Consolidated Borrowings”, “Unlevered Free Cash Flows”,
“Adjusted EPS” and “Core EPS” and are included because the Company or Alexion believe that they are important supplemental measures of operating
performance. These are not measures of operating performance derived from IFRS or US GAAP and should not be considered as substitutes for the
AstraZeneca Group’s or Alexion’s financial results based on IFRS or US GAAP, as the case may be. In addition, these measures are not intended to be an
indication of the Company’s ability to fund the AstraZeneca Group’s or, following Completion, the Combined Group’s cash requirements. Consideration
should be given to the types of events and transactions that are excluded from the calculation of the measures. These Non-GAAP measures are not
uniformly defined by all companies, and therefore comparability may be limited. Non-GAAP financial measures are used by the Company to make
operating decisions because they facilitate internal comparisons of the AstraZeneca Group’s performance to historical results and to competitors’ results.
The Directors also believe that they are useful in that they provide investors with alternative means to evaluate the underlying performance and position of
the AstraZeneca Group.

Currencies

Unless otherwise indicated, all references in this document to “sterling”, “GBP”, “£”, “pence” or “p” are to the lawful currency of the United Kingdom;
references to “EUR”, “Euro” or “€” are to the official currency of the Eurozone; and references to “US Dollars”, “USD” or “US$” are to the lawful
currency of the US.

Market and industry information

Market data and certain industry forecasts used in this document were obtained from internal surveys, reports and studies, where appropriate, as well as
market research, publicly available information and industry publications. Industry publications generally state that the information they contain has been
obtained from sources believed to be reliable but that the accuracy or completeness of such information is not guaranteed. Similarly, internal surveys,
reports and studies and market research, while believed by AstraZeneca to be reliable and accurately extracted by AstraZeneca for the purposes of this
document, have not been independently verified and AstraZeneca makes no representation as to the accuracy of such information. See the section headed
“Forward-looking statements” in the “Important Notices” section on page 3.




Incorporation by reference

Certain information in relation to AstraZeneca is incorporated by reference in this document, as set out in Part VII (Documentation Incorporated by
Reference).

No incorporation of website information

The contents of AstraZeneca’s and Alexion’s websites or any hyperlinks accessible from those websites do not form part of this document and investors
should not rely on them.

Defined terms

Certain terms used in this document are defined and certain technical and other terms used in this document are set out in Part VIII (Definitions) of this
document.

Unless otherwise indicated, all references in this document to time of day are references to BST time.

All references to legislation in this document are to the legislation of England and Wales unless the contrary is indicated. Any reference to any provision of
any legislation or regulation shall include any amendment, modification, re-enactment or extension thereof.

Words importing the singular shall include the plural and vice versa, and words importing the masculine gender shall include the feminine or neutral
gender.
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TO VOTE ON THE TRANSACTION

This page should be read in conjunction with the section entitled “Action to be taken”, set out on pages 9 to 10 of this document, and the rest of the
document, in particular, the Notice of General Meeting included in Part IX (Notice of General Meeting) of this document.

Due to UK Government COVID-19 restrictions relating to indoor gatherings, the AstraZeneca General Meeting will be a closed meeting and it will not be
possible for AstraZeneca Shareholders to attend. AstraZeneca Shareholders are strongly encouraged to vote in advance of the meeting by appointing the
Chairman of the General Meeting as their proxy. This means that the Chairman of the AstraZeneca General Meeting will be able to vote on their behalf,
and in accordance with their instructions, at the AstraZeneca General Meeting. You should complete, sign and return the accompanying Form of Proxy for
use at the AstraZeneca General Meeting, so as to be received by no later than 11.30 a.m. on 7 May 2021, or, in the case of adjournment, by no later than 48
hours before the time fixed for the holding of the adjourned meeting.

EPA is also available for the AstraZeneca General Meeting. To use this facility, you must visit www.sharevote.co.uk where details of the procedure are
shown. The Authentication Reference Number shown on the Form of Proxy will be required to complete the procedure. Alternatively, shareholders who
have already registered with Equiniti Registrars’ online portfolio service, Shareview, can appoint their proxy electronically by logging on to their portfolio
at www.shareview.co.uk. EPA will not be valid if received later than 48 hours before the AstraZeneca General Meeting or, in the case of any adjournment,
later than 48 hours before the time fixed for the adjourned meeting and will not be accepted if found to contain a computer virus.

If you require assistance, please telephone Equiniti on 0800 389 1580 from within the UK or on +44 (0)121 415 7033 (from outside the UK)
between 8.30 a.m. and 5.30 p.m. (BST), Monday to Friday (excluding English and Welsh public holidays). Calls to the Shareholder Helpline from
outside the UK will be charged at applicable international rates. Calls will be recorded and monitored for security and training purposes.

Please note that, for legal reasons, Equiniti cannot provide advice on the merits of the Transaction or give any legal, tax or financial advice.

Hard copies of any information incorporated into this document by reference to another source, sent to persons in electronic form or by means of
being published on AstraZeneca’s website, and all future documents, announcements and information required to be sent to persons in relation to
the Transaction may be requested to be received by AstraZeneca Shareholders in hard copy form by writing to Equiniti at Aspect House, Spencer
Road, Lancing, West Sussex, BN99 6DA, United Kingdom or by calling Equiniti at the numbers provided above. A hard copy of any such
documents will not be sent unless so requested.




ACTION TO BE TAKEN

For the reasons set out in this document, the Board unanimously recommends that AstraZeneca Shareholders vote in favour of the Resolution
relating to the Transaction to be proposed at the AstraZeneca General Meeting, as the Directors intend to do in respect of their own beneficial
holdings of AstraZeneca Shares, and that you take the action described below.

The AstraZeneca General Meeting will be held at Academy House, 136 Hills Road, Cambridge, CB2 8PA, United Kingdom at 11.30 a.m. on 11 May 2021.
The Transaction requires approval of AstraZeneca Shareholders at the AstraZeneca General Meeting.

1. The documents

If you received a Form of Proxy, you are requested to complete and return your form as soon as possible. If you have registered to appoint a proxy
electronically, and have thus not received a Form of Proxy, you should follow the instructions in the email you received notifying you of the availability of
this document.

2. Voting at the AstraZeneca General Meeting

The Transaction will require approval by AstraZeneca Shareholders at the AstraZeneca General Meeting to be held at Academy House, 136 Hills Road,
Cambridge, CB2 8PA, United Kingdom at 11.30 a.m. on 11 May 2021. The Transaction constitutes a Class 1 transaction for AstraZeneca under the Listing
Rules and will require the passing by AstraZeneca Shareholders of the Resolution to be proposed at the AstraZeneca General Meeting.

The Board continues to monitor the evolving COVID-19 situation and the safety and security of the AstraZeneca workforce and AstraZeneca Shareholders
remains paramount. In line with UK Government restrictions relating to public gatherings as at the date of this document, the AstraZeneca General Meeting
will be a closed meeting and it will not be possible for AstraZeneca Shareholders to attend. The AstraZeneca General Meeting will function as a procedural
meeting and only formal business will be conducted by a sufficient number of AstraZeneca Shareholders to constitute a quorum to ensure that the
AstraZeneca General Meeting is validly held. As AstraZeneca Shareholders will not be allowed to attend the AstraZeneca General Meeting, AstraZeneca
Shareholders are strongly encouraged to appoint the Chairman of the AstraZeneca General Meeting as their proxy, to ensure their votes are counted. A
shareholder may appoint more than one proxy in relation to the AstraZeneca General Meeting provided that each proxy is appointed to exercise the rights
attached to a different share or shares held by that shareholder. A proxy need not be a shareholder of the Company.

2.1 Online appointment of proxies

AstraZeneca Shareholders entitled to vote at the AstraZeneca General Meeting may appoint a proxy electronically by logging on to the following website:
www.sharevote.co.uk and entering the Authentication Reference Number shown on their Form of Proxy. Alternatively, shareholders who have already
registered with Equiniti Registrars’ online portfolio service, Shareview, can appoint their proxy electronically by logging on to their portfolio at
www.shareview.co.uk. For an electronic proxy appointment to be valid, the appointment must be received by AstraZeneca’s registrar, Equiniti no later than
11.30 a.m. London time on 7 May 2021 (or, in the case of adjournment(s), not later than 48 hours before the time fixed for the adjourned meeting). Full
details of the procedure to be followed to appoint a proxy electronically are given on both websites.

2.2 Electronic appointment of proxies through CREST

If you hold AstraZeneca Shares in uncertificated form through CREST and wish to appoint a proxy or proxies for the meeting (or any adjourned meeting)
by using the CREST electronic proxy appointment service, you may do so by using the procedures described in the CREST Manual. CREST personal
members or other CREST sponsored members, and those CREST members who have appointed any voting service provider(s), should refer to their
CREST sponsor or voting service provider(s), who will be able to take the appropriate action on their behalf.

In order for a proxy appointment or instruction made using the CREST service to be valid, the appropriate CREST message (a “CREST Proxy
Instruction”) must be properly authenticated in accordance with the specifications of Euroclear and must contain the information required for such
instructions as described in the CREST Manual. The message (regardless of whether it constitutes the appointment of a proxy or an amendment to the
instructions given to a previously appointed proxy), must, in order to be valid, be transmitted so as to be received by AstraZeneca’s registrar, Equiniti, not
less than 48 hours before the time fixed for the AstraZeneca General Meeting (or adjourned meeting). For this purpose, the time of receipt will be taken to
be the time (as determined by the timestamp applied to the message by the CREST Application Host) from which Equiniti is able to retrieve the message
by enquiry to CREST in the manner prescribed by CREST. After this time any change of instructions to proxies appointed through CREST should be
communicated to the appointee through other means.




CREST members and, where applicable, their CREST sponsors or voting service providers, should note that Euroclear does not make available special
procedures in CREST for any particular messages. Normal system timings and limitations will therefore apply in relation to the input of CREST Proxy
Instructions. It is the responsibility of the CREST member concerned to take (or, if the CREST member is a CREST personal member or sponsored
member or has appointed any voting service provider(s), to procure that his/her CREST sponsor or voting service provider(s) take(s)) such action as shall
be necessary to ensure that a message is transmitted by means of the CREST system by any particular time. In this connection, CREST members and,
where applicable, their CREST sponsors or voting service providers are referred, in particular, to those sections of the CREST Manual concerning practical
limitations of the CREST system and timings.

AstraZeneca may treat as invalid a CREST Proxy Instruction in the circumstances set out in the CREST Regulations.
2.3 Sending Forms of Proxy by post or by hand

Please complete and sign the enclosed Form of Proxy in accordance with the instructions printed on it and return it either (i) by post or, (ii) during normal
business hours only, by hand, to AstraZeneca’s registrar, Equiniti Limited at Aspect House, Spencer Road, Lancing, West Sussex, BN99 6DA, United
Kingdom so as to be received as soon as possible and in any event not later than 11.30 a.m. on 7 May 2021, or, if the AstraZeneca General Meeting is
adjourned, the Form of Proxy should be received not later than 48 hours before the time fixed for the adjourned AstraZeneca General Meeting.

The Form of Proxy must be returned by the time mentioned above, or it will be invalid.

AstraZeneca Shareholders are entitled to appoint a proxy in respect of some or all of their AstraZeneca Shares and may also appoint more than one proxy,
provided that each proxy is appointed to exercise the rights attached to a different share or shares held by such holder. AstraZeneca Shareholders who wish
to appoint more than one proxy in respect of their holding of AstraZeneca Shares should contact Equiniti for further Forms of Proxy.

3. Shareholder Helpline

If you have any questions about this document or the AstraZeneca General Meeting, or are in any doubt as to how to complete the Form of Proxy,
please contact AstraZeneca’s registrars, Equiniti, at Aspect House, Spencer Road, Lancing, West Sussex, BN99 6DA, United Kingdom or call on
0800 389 1580 or, if telephoning from outside the UK, on +44 (0)121 415 7033, between 8.30 a.m. and 5.30 p.m. (BST), Monday to Friday
(excluding English and Welsh public holidays). Calls to the helpline from outside the UK will be charged at applicable international rates. Calls
may be recorded and monitored for security and training purposes. Please note that, for legal reasons, the helpline cannot provide advice on the
merits of the Transaction or give any legal, tax or financial advice.

4. ADSs
If you want the Depositary to vote your AstraZeneca ADSs at the AstraZeneca General Meeting, you may provide your voting instructions to the

Depositary via the internet, by telephone or by sending in a completed voting instruction card, as described on such card. In each case, voting instructions
must be received by the Depositary by 1.00 p.m. EDT on 3 May 2021.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS

All times shown are BST times unless otherwise stated. All dates and times are based on the current expectations of AstraZeneca and are subject
to change, which will depend, among other things, on the date on which the Conditions to the Transaction are satisfied or, where applicable,
waived. If any of the dates and/or times in this expected timetable change, the revised dates and/or times will be notified to AstraZeneca
Shareholders by announcement through the Regulatory Information Service of the London Stock Exchange.

Event Expected time/date
Publication of this document 12 April 2021

AstraZeneca Online Shareholder Engagement Event 2.00 p.m. on 30 April 2021
Latest time and date for lodging Depositary voting instructions in respect of AstraZeneca ADSs for the

AstraZeneca General Meeting 1.00 p.m. (EDT) on 3 May 2021 ()
Latest time and date for lodging Forms of Proxy/CREST Proxy Instructions for the AstraZeneca General

Meeting 11.30 a.m. on 7 May 2021 @
Voting Record Time 6.30 p.m. on 7 May 2021 )
AstraZeneca General Meeting 11.30 a.m. on 11 May 2021 4
Alexion Special Meeting 9.00 a.m. (EDT) on 11 May 2021
Completion and issuance of New AstraZeneca

Shares and New AstraZeneca ADSs Q32021 ©®

Long Stop Date 12 December 2021 ()

The AstraZeneca General Meeting will be held at Academy House, 136 Hills Road, Cambridge, CB2 8PA, United Kingdom.

Notes:

(1) In order to be valid, the voting instructions must be lodged no later than 1.00 p.m. (EDT) on 3 May 2021 (or, if the AstraZeneca General Meeting is
adjourned, before such time as is announced before the adjourned meeting). Please see “Action to be taken” on pages 9 to 10 of this document.

(2) In order to be valid, the Form of Proxy must be lodged no later than 11.30 a.m. (BST) on 7 May 2021 (or, if the AstraZeneca General Meeting is
adjourned, 48 hours before the time fixed for the adjourned meeting). Please see “Action to be taken” on pages 9 to 10 of this document.

(3) In line with the UK Government restrictions relating to public gatherings as at the date of this document, the AstraZeneca General Meeting will be a
closed meeting and it will not be possible for AstraZeneca Shareholders to attend.

(4) If the AstraZeneca General Meeting is adjourned, the Voting Record Time for the adjourned meeting will be 6.30 p.m. (BST) on the date which is two
business days before the date set for such adjourned meeting.

(5) Assuming the satisfaction or waiver of all Conditions, Completion is expected to take place in the third quarter of 2021.
(6) Subject to an extension of 90 days (to 12 March 2022) if, on the initial Long Stop Date, all Conditions have been satisfied or waived except for the

Regulatory Conditions (as defined below).
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INDICATIVE TRANSACTION STATISTICS

Number of existing AstraZeneca Shares (as at the Latest Practicable Date) @ 1,312,748,507
Number of New AstraZeneca Shares to be issued in the Transaction up to 235,149,198
Number of New AstraZeneca Shares immediately following Completion M@ up to 1,547,897,705
New AstraZeneca Shares as a percentage of the enlarged issued share capital M@ 15.2 per cent.
ISIN GB0009895292
SEDOL 0989529

Notes:

(1) Number of AstraZeneca Shares as at the Latest Practicable Date (including shares owned by employee share trusts).
(2) Assumes that no New AstraZeneca Shares are issued as a result of (1) the exercise of any options or (2) awards vesting under the AstraZeneca

employee share schemes between the Latest Practicable Date and Completion. Based on the number of AstraZeneca Shares in issue as at the Latest
Practicable Date and that 235,149,198 New AstraZeneca Shares are issued in connection with the Transaction.
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12 April 2021
To all AstraZeneca Shareholders, and, for information only, to participants in the AstraZeneca Share Plans and persons with information rights
Dear Shareholder

PROPOSED ACQUISITION OF ALEXION
BY ASTRAZENECA PLC

1. Introduction

On 12 December 2020, AstraZeneca announced that it and Alexion had reached an agreement for the acquisition, by a subsidiary of AstraZeneca, of the
entire common stock of Alexion (the “Alexion Shares”), which will be effected through a statutory merger pursuant to the laws of Delaware (the
“Transaction”).

Under the terms of the Transaction, Alexion Shareholders will receive US$60 in cash and 2.1243 AstraZeneca American Depositary Shares (“AstraZeneca
ADSs”) (each New AstraZeneca ADS representing one-half of one (1/2) AstraZeneca Share, as evidenced by American Depositary Receipts (“ADRs”)) for
each Alexion Share (the “Merger Consideration”). If they elect, Alexion Shareholders may receive their allocation of New AstraZeneca ADSs in the form
of a corresponding number of AstraZeneca Shares in addition to the cash consideration.

Owing to its size, the Transaction constitutes a class 1 transaction for the purposes of the Listing Rules, and therefore requires the approval of AstraZeneca
Shareholders. The Transaction is conditional on, amongst other things, such approval being obtained. Accordingly, a General Meeting has been convened
for 11.30 a.m. on 11 May 2021 at Academy House, 136 Hills Road, Cambridge, CB2 8PA, United Kingdom. The Notice of General Meeting is set out in
Part IX (Notice of General Meeting) of this document and an explanation of the Resolution to be proposed is set out in paragraph 16 of this letter.

Alexion was incorporated in the state of Delaware and Alexion Shares are listed on the Nasdaq Stock Exchange. Alexion is therefore not subject to the
Listing Rules. Pursuant to the terms of the Merger Agreement, and, in accordance with Delaware law, the Transaction is also conditional on Alexion
Shareholder approval.

I am pleased to present this significant, value-creating opportunity AND RECOMMEND THE TRANSACTION to AstraZeneca Shareholders. The
purpose of this letter is to: (i) explain the background to and reasons for the Transaction; (ii) explain why the Directors believe that the Transaction is in the
best interests of AstraZeneca and AstraZeneca Shareholders taken as a whole; and (iii) recommend that, as an AstraZeneca Shareholder, you vote in favour
of the Resolution to be proposed at the AstraZeneca General Meeting.
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The notice of the AstraZeneca General Meeting, at which your approval will be sought for the Transaction, is set out at the end of this document. In order
to approve the Transaction, a majority of AstraZeneca Shareholders attending, whether in person or by proxy, and voting at the AstraZeneca General
Meeting will need to vote in favour of the Resolution. The Resolution is described in further detail in paragraph 16 (AstraZeneca General Meeting) of this
letter, and is set out in Part IX (Notice of General Meeting) of this document. Details of the action you should take in order to cast your votes at the
AstraZeneca General Meeting are set out in the part of this document entitled “Action to be taken” on pages 9 to 10 of this document. The recommendation
of the Directors is set out in paragraph 20 (Recommendation) of this letter.

2. Background to and reasons for the Transaction

Both AstraZeneca and Alexion share the same dedication to science and innovation to deliver life-changing medicines. The capabilities of both
organisations will create a company with great strengths across a range of technology platforms, with the ability to bring innovative medicines to millions
of people worldwide. The Combined Group will also have an enhanced global footprint and broad coverage across primary, speciality and highly
specialised care.

Scientific leadership—accelerated presence in immunology

AstraZeneca has built a growing scientific presence in oncology, and in cardiovascular, renal and metabolism, and respiratory diseases, with a focus on
organ protection. AstraZeneca has developed a broad range of technologies, initially focused on small molecules and biologics and with a growing focus in
precision medicine, genomics, oligonucleotides and epigenetics. More recently, AstraZeneca has increased its efforts in immunology research and the
development of medicines across a range of modalities for immune-mediated diseases, including for rare disorders.

Many immune disorders are caused by the over-activation of an individual’s own immune system against specific normal proteins or components, causing
damage to cells, tissues and/or organs that express these proteins or components. In some of these disorders the damage is caused in whole or part by the
over- activation of the complement arm of the immune system.

Alexion has pioneered complement inhibition for a broad spectrum of immune-mediated rare diseases caused by uncontrolled activation of the complement
system. The complement system is a critical component of the innate immune system, which is typically the first line of defence against invading
pathogens. The complement system consists of several plasma proteins that work together to destroy and remove foreign and infected cells, and cause
inflammation of the surrounding tissue to recruit additional mediators of the immune system. The complement proteins usually circulate in the blood and
extracellular fluid in an inactivated state. Activation by an appropriate signal sets off a chain reaction where each complement protein triggers the
activation of the next protein in the cascade.

Complement activation occurs through three different routes, based on the type of activating signal:

(a) the classical pathway is activated by antibodies bound to the surface of a microbe or other structure, or, in the case of an immune-mediated disorder,
one of the patient’s own proteins;

(b) the alternative pathway is triggered when the complement protein C3 directly recognises certain microbial surface structures. A key protein involved in
the activation of the alternative pathway is Factor D; and

(c) the lectin pathway is activated by the plasma protein mannose-binding lectin (MBL), which recognises specific molecular structures on microbial
surfaces.

All three pathways converge to activate C3, which then splits into two fragments, C3a and C3b. The smaller C3a fragment promotes inflammation, thus
enhancing the immune response, while the larger C3b fragment binds to the surface of a human or microbial cell to form the C5 convertase. The latter splits
the terminal complement protein C5, triggering the formation of the membrane attack complex (MAC), a structure that forms on the membranes of cells
and pokes holes, causing the cellular contents to leak and the cells to die.

Uncontrolled complement activation can lead to life-threatening conditions, including systemic inflammation, dysregulation of coagulation (blood clotting)
and fibrinolysis, and auto-aggression. It therefore needs to be tightly regulated.

Alexion’s franchise includes Soliris (eculizumab), a first-in-class anti-complement component 5 (C5) monoclonal antibody. The medicine is approved in
many countries for the treatment of patients with paroxysmal nocturnal haemoglobinuria (PNH), atypical haemolytic uremic syndrome (aHUS), generalised
myasthenia gravis (gMG) and neuromyelitis optica spectrum disorder (NMOSD). More recently, Alexion launched Ultomiris (ravulizumab), a second-
generation C5 monoclonal antibody with a more convenient dosing regimen that has the potential to address a broader range of potential immune disorders.
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Alexion’s expertise extends to other targets both within and beyond the complement cascade. Its deep pipeline includes Factor D small-molecule inhibitors
that modulate the alternative pathway of the complement system, an antibody blocking the neonatal Fc receptor (FcRn), and a bi-specific mini-body
targeting C5, among others. The FcRn binds to and recycles immunoglobulin G (IgG) antibodies, therefore extending their half-life. Blocking the FcRn
reduces the amount of circulating antibodies, including pathogenic autoantibodies. Beyond complement, Alexion has successful commercial Metabolic
(Strensiq and Kanuma) and Critical Care (Andexxa) franchises, as well as a number of non-complement-focused assets in development.

AstraZeneca, with Alexion’s R&D team, will work to build on Alexion’s pipeline of 11 molecules across more than 20 clinical development programmes
across the spectrum of indications, in rare diseases and beyond.

Alexion’s leading expertise in complement biology will accelerate AstraZeneca’s growing presence in immunology. The Transaction adds a new
technology platform to AstraZeneca’s science and innovation-driven strategy. The complement cascade is pivotal to the innate immune system. It plays a
crucial role in many inflammatory and autoimmune diseases across multiple therapy areas, including haematology, nephrology, neurology, metabolic
disorders, cardiology, ophthalmology and acute care. In contrast, AstraZeneca’s capabilities in genomics, precision medicine and oligonucleotides can be
utilised to develop medicines targeting less-frequent diseases. Combining AstraZeneca’s capabilities in precision medicine and Alexion’s expertise in rare
disease development and commercialisation will enable the new company to develop a portfolio of medicines addressing the large unmet needs of patients
suffering from rare diseases.

The Combined Group will bring together two complementary, patient-centric models of care delivery with combined strengths in immunology, biologics,
genomics and oligonucleotides to drive future medicine innovation. AstraZeneca intends to establish Boston, Massachusetts, US as its headquarters for rare
diseases, capitalising on talent in the greater Boston area.

Industry-leading revenue growth; enhanced geographical presence and broad coverage across primary, specialised and highly specialised care

AstraZeneca’s acquisition of Alexion, with its strong commercial portfolio and robust pipeline, will support its long-term ambition to develop novel
medicines in areas of immunology with high unmet medical needs. Alexion achieved impressive revenue growth over the last few years, with revenues of
US$6 billion in 2020 (22 per cent. year-on-year growth). Alexion has exhibited skilful commercial execution in building its ‘blockbuster’ C5 franchise.
The success of the franchise is demonstrated by the effective transition of over 70 per cent. of PNH patients from Soliris to Ultomiris in less than two years
of launch in its key markets, including the US, Japan and Germany, as well as the strong pipeline of additional indications for Ultomiris.

Rare diseases is a high-growth therapy area with rapid innovation and significant unmet medical need. Over 7,000 rare diseases are known today, and only
c.5 per cent. have US Food and Drug Administration-approved treatments. The global rare disease market is forecasted to grow by a low double-digit
percentage in the future.

AstraZeneca intends to build on its geographical footprint and extensive emerging markets presence to accelerate the worldwide expansion of Alexion’s
portfolio.

The combination of the two companies’ laboratories is complementary to each of their respective capabilities. The Board believes that, on the one hand,
Alexion’s complement technology will benefit from AstraZeneca’s wider knowledge base to pursue medicines for indications other than rare diseases
whilst, on the other, AstraZeneca will be able to move forward with potential medicines in rare diseases which were otherwise side- lined.

The Transaction strengthens AstraZeneca’s industry-leading growth, underpinned by its broad portfolio of medicines, which will enable the new company
to bring innovative medicines to a broad range of healthcare practitioners in primary, speciality and highly specialised care.

The Combined Group is expected to deliver double-digit average annual revenue growth through 2025.

Enhanced core operating margin and cash-flow generation

The Transaction is expected to improve the Combined Group’s profitability, with the core operating margin significantly enhanced in the short term, and
with continued expansion thereafter. This uplift is supported by increased scale and expected recurring run-rate pre-tax synergies of approximately US$500
million per year from the Combined Group (by end of the third year following Completion). AstraZeneca expects to generate significant value from the

Transaction by extending Alexion’s commercial reach through leveraging AstraZeneca’s global presence and accelerating the development of Alexion’s
pipeline.
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The Transaction also strengthens AstraZeneca’s cash-flow generation, providing additional flexibility to reinvest in R&D and rapid debt reduction, with an
ambition to increase the dividend.

Immediately core earnings-accretive and value-enhancing acquisition, in line with stated capital allocation priorities

The Transaction is expected to deliver robust and sustainable accretion to AstraZeneca’s core earnings per share (EPS) from the outset, with double-digit

percentage accretion anticipated in the first three years following Completion. !

1 This should not be construed as a profit forecast or interpreted to mean that the future earnings per share, profits, margins or cashflows of AstraZeneca
will match or exceed the historical published earnings or earnings per share, profits, margins or cashflows of AstraZeneca.

The Transaction is consistent with AstraZeneca’s capital allocation priorities. The Combined Group is expected to maintain a strong, investment-grade
credit rating, and the Transaction supports AstraZeneca’s progressive dividend policy. The Transaction represents a significant step in AstraZeneca’s
strategic and financial-growth plans.

3. Summary information on Alexion

Alexion is a global biopharmaceutical company focused on serving patients and families affected by rare diseases and devastating conditions through the
discovery, development and commercialisation of life-changing medicines. As a leader in rare diseases for more than 25 years, Alexion has developed and
commercialises two approved complement inhibitors to treat patients with PNH and atypical haemolytic uremic syndrome, as well as the first and only
approved complement inhibitor to treat anti-acetylcholine receptor antibody-positive generalised myasthenia gravis and neuromyelitis optica spectrum
disorder. Alexion also has two highly innovative enzyme replacement therapies for patients with life-threatening and ultra-rare metabolic disorders,
hypophosphatasia and lysosomal acid lipase deficiency, as well as the first and only approved Factor Xa inhibitor reversal agent. In addition, Alexion is
developing several mid-to-late-stage therapies, including a copper-binding agent for Wilson disease, FcRn antibody for rare IgG-mediated diseases and an
oral Factor D inhibitor as well as several early-stage therapies, including one for light chain amyloidosis, a second oral Factor D inhibitor and a third C5
inhibitor. Alexion focuses its research efforts on novel molecules and targets in the complement cascade and its development efforts on haematology,
nephrology, neurology, metabolic disorders, cardiology, ophthalmology and acute care.

4. Summary financial information on Alexion

The following selected historical consolidated financial data prepared in accordance with US GAAP has been extracted from the consolidated historical
financial information extracted without material adjustment from Alexion’s audited consolidated financial statements for the years ended 31
December 2020, 31 December 2019 and 31 December 2018 included within Part IV (Historical Financial Information relating to Alexion) of this
document.

As of and for the year ended

31 December (US$ millions,

except number of shares and
per share information)

2018 2019 2020
Statement of operations data:
Total revenue 4,131 4,991 6,070
Total costs and expenses (3,861) (2,871) (5,438)
Operating income 270 2,120 632
Other income/(expense) 27) 59 (63)
Income before income taxes 242 2,179 569
Income tax benefit/(expense) (165) 226 34
Net income 78 2,404 603
Per share data:
Basic weighted average number of ordinary shares, in millions 223 223 220
Basic earnings per share (US$) 0.35 10.77 2.74
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As of and for the year ended

31 December (US$ millions,

except number of shares and
per share information)

2018 2019 2020
Balance sheet data:
Assets:
Current assets 3,385 5,076 5,833
Total assets 13,932 17,545 18,103
Liabilities:
Current liabilities 1,174 1,194 1,625
Total liabilities 4,767 6,273 6,452
Total stockholders’ equity 9,165 11,272 11,651
Cash flow data:
Net cash provided by operating activities 426 2,085 3,003
Net cash (used in)/provided by investing activities 471 10 (2,100)
Net cash used in financing activities (102) (739) (612)

Further detailed information on the historical financial information for Alexion is provided in Part IV (Historical Financial Information Relating to
Alexion) of this document.

5.  Summary of the terms of the Transaction

The Transaction will be undertaken through a US statutory merger in which Alexion Shareholders will receive US$60 in cash and 2.1243 New AstraZeneca
ADSs listed on the Nasdaq Stock Exchange for each of their Alexion Shares. If they elect, Alexion Shareholders may receive their allocation of New
AstraZeneca ADSs in the form of a corresponding number of AstraZeneca Shares in addition to the cash consideration.

Based on AstraZeneca’s reference average ADR price of US$48.42 on the Latest Practicable Date, this implies:

(a) a total current value of US$36.1 billion for the Alexion Shares, comprised of approximately US$13.3 billion in cash and US$22.8 billion in New
AstraZeneca Shares (some of which will be represented by New AstraZeneca ADSs); and

(b) total consideration to Alexion Shareholders of US$162.86 per share, which represents a premium of 34.6 per cent. over the closing price of Alexion
Shares on 11 December 2020 (being the last day prior to the announcement of the Transaction).

The Transaction will take place by way of a statutory merger under the laws of Delaware, pursuant to which Merger Sub I, a Delaware corporation and an
indirect wholly owned subsidiary of AstraZeneca, will merge with and into Alexion, with Alexion surviving the merger. Alexion will then merge with and
into Merger Sub II, a Delaware limited liability company and an indirect wholly owned subsidiary of AstraZeneca, with Merger Sub II surviving as an
indirect wholly owned subsidiary of AstraZeneca. The Merger Agreement was entered into on 12 December 2020, the terms of which are more fully
described in Part III (Summary of the Key Transaction Terms) of this document.

Assuming the satisfaction or waiver of all Conditions, Completion is expected to take place in the third quarter of 2021. Following Completion,
AstraZeneca will announce that the Transaction has taken effect. The announcement will be made by way of a press release despatched via a Regulatory
Information Service.

6.  Synergies and integration

The Board expects the Transaction to realise recurring run-rate pre-tax cost synergies of approximately US$500 million per annum from the Combined
Group by the end of the third year following Completion of the Transaction.

These synergies are expected to be primarily achieved by utilising the scale and global footprint of the Combined Group, integrating common corporate

functions, taking full advantage of best practices and operational capacity that currently exists in each business, and sharing of resources in commercial and
R&D to support Alexion as the rare diseases business unit in the Combined Group.
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The Board expects cost synergies to be achieved in the following main areas, listed in order of the magnitude of expected impact on the Combined Group:

«  the majority of the synergies are expected to come from non-manpower savings, including:

»  third party savings (including procurement, removing duplication and aligning policies for select external services); and

*  in-sourcing (e.g. select R&D and manufacturing activities) and better utilisation of existing production facilities (e.g. network optimisation); and

*  the remaining synergies will come from optimisation of facilities and capabilities within corporate functions, R&D, commercial and operations.

The Board expects the realisation of the quantified synergies will require estimated one-off cash costs of approximately US$600 million incurred in the first
three years following Completion of the Transaction and believes that the synergies will not prevent the Combined Group from continuing to invest in

future growth or planned R&D activities.

The expected synergies have been calculated based on AstraZeneca and Alexion financial information for the years ended 31 December 2019 and 31
December 2020.

In addition to the cost synergies, the Board further expects that the Combined Group will be able to realise substantial revenue synergy opportunities
through utilising AstraZeneca’s global infrastructure to increase sales volumes of Alexion products, including Andexxa, Soliris/Ultomiris and metabolic
products. The additional geographic cover will also lead to an increase of sales revenues in emerging markets and in countries with distributorships.

The estimated synergies reflect both the beneficial elements and relevant costs. The Board expects these anticipated synergies to accrue as a direct result of
the Transaction and that they would not otherwise be achieved on a standalone basis and does not expect any material dis-synergies to arise in connection
with the Transaction.

The Board is confident that the integration of Alexion can be achieved without causing any material disruption to the underlying operations of the two
businesses. As at the date of this document, appropriate preparatory integration planning is being undertaken by an integration leadership team comprising
members of senior management of both AstraZeneca and Alexion. Specific integration teams have been established across each functional division and are
working together to produce detailed integration plans that will be implemented immediately following Completion. There can be no assurance that any
particular amount of such savings or synergies will be achieved following Completion or that they will be achieved in the expected time frame.

7. Summary of Unaudited Pro Forma Financial Information for the Combined Group

Unaudited Pro Forma income statement

For the year ended

31 December 2020
(in US$ millions)
Total revenue 32,686
Gross profit 23,744
Operating profit 371
(Loss) for the period (723)
Unaudited Pro Forma Statement of net assets
As of
31 December 2020
(in US$ millions)

Non-current assets 84,055
Current assets 29,251
Non-current liabilities (40,392)
Current liabilities (34,373)
Net assets 38,541

Further detailed information on the unaudited pro forma financial information for the Combined Group is provided in Part V (Unaudited Pro Forma
Financial Information for the Combined Group) of this document.
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8. Management and employee incentive arrangements

AstraZeneca and Alexion will mutually agree on two individuals from Alexion’s board of directors who will join the Board as Directors upon Completion.
Members of Alexion’s current senior management team will lead the future rare disease activities. Under the terms of the Merger Agreement, AstraZeneca
has agreed that for 12 months following Completion, it will provide the Alexion employees with salaries not less than such employees had before
Completion, incentive compensation opportunities that are in the aggregate no less favourable than those provided before Completion and substantially
comparable benefits to those provided before Completion. Details on how the Alexion share plans are treated under the Merger Agreement are set out in

Part IIT (Summary of the Key Transaction Terms) of this document.

The Combined Group’s headquarters will be located at AstraZeneca’s existing headquarters at 1 Francis Crick Avenue, Cambridge Biomedical Campus,
Cambridge, CB2 0AA, United Kingdom (which is also its registered office).

9. Dividends and dividend policy

Alexion Shareholders will be entitled to AstraZeneca dividends (with record dates following Completion) in respect of the New AstraZeneca Shares and
the New AstraZeneca ADSs from the time of issuance of such AstraZeneca Shares and AstraZeneca ADSs. The New AstraZeneca Shares will, when
issued, rank pari passu with each other and with all existing AstraZeneca Shares and will rank in full for all dividends and other distributions hereafter
declared, made or paid in respect of the existing AstraZeneca Shares. The New AstraZeneca ADSs will, when issued, rank pari passu with each other and
with all existing AstraZeneca ADSs and will rank in full for all dividends and other distributions hereafter declared, made or paid in respect of the existing
AstraZeneca ADSs.

AstraZeneca has a progressive dividend policy and the Board expects the Transaction to materially enhance core dividend cover. AstraZeneca’s dividends
are declared in US Dollars per ordinary share and are paid in sterling, Swedish Krona or US Dollars, in each case corresponding to where the relevant
AstraZeneca Shares or AstraZeneca ADSs are listed.

10. Summary of the Merger Agreement

10.1 Conditions to the Transaction

The Merger Agreement contains a number of Conditions, which are more fully described in Part III (Summary of the Key Transaction Terms) of this
document. AstraZeneca will not be required to complete the Transaction if the Conditions have not been satisfied or, to the extent legally permitted,
waived. Certain of the material Conditions are summarised below:

(a) Antitrust approvals:

(i) expiration or termination of the applicable waiting period (or extension thereof) under the Hart-Scott- Rodino Antitrust Improvements Act 1976, as
amended (the “HSR Act”); and

(ii) antitrust and/or foreign investment approval or expiration or termination of the applicable waiting period in certain other jurisdictions including the EU
and the UK,

(together, the “Regulatory Conditions”);
(b) AstraZeneca Shareholder approvals:

(i) the approval of the Merger Agreement by a majority of AstraZeneca Shareholders attending, whether in person or by proxy, and voting at the
AstraZeneca General Meeting;

(c) Alexion Shareholder approvals:

(i) approval of the Merger Agreement by the holders of a majority of the outstanding Alexion Shares entitled to vote at the special meeting of Alexion
Shareholders to be called for the purposes of such vote (the “Alexion Special Meeting”);

(d) Admission of New AstraZeneca Shares to listing on the London Stock Exchange and New AstraZeneca ADSs on the Nasdaq Stock Exchange (as
applicable):

(i) approval for admission of the New AstraZeneca Shares to the premium listing segment of the Official List of the FCA and to trading on the main
market for listed securities of the London Stock Exchange subject only to the issue of such New AstraZeneca Shares upon Completion; and
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(ii) approval for listing on the Nasdaq Stock Exchange of the New AstraZeneca ADSs issuable to Alexion Shareholders as the share portion of the Merger
Consideration (subject to official notice of issuance); and

(e) Registration statements declared effective by the SEC:

(i) declaration by the SEC of the effectiveness of the registration statements filed on Form F-4 and Form F-6 relating to the New AstraZeneca Shares and
New AstraZeneca ADSs to be issued as the share portion of the Merger Consideration (and the absence of any stop order suspending the effectiveness
of such registration statements or any proceedings seeking such a stop order).

The Transaction will be subject to reviews by a number of antitrust authorities, including the European Commission (“EC”), the US Federal Trade
Commission (the “FTC”), and the Competition and Markets Authority (“CMA”) in the UK. A number of further merger control and foreign investment
clearances will also be sought by AstraZeneca and Alexion in connection with the Transaction. AstraZeneca currently expects these reviews to conclude to
allow Completion of the Transaction in the third quarter of 2021.

For further information, please see Part III (Summary of the Key Transaction Terms) of this document.
10.2 Termination payment

AstraZeneca will be entitled to receive a termination payment of US$270 million from Alexion in the event that, subject to certain specified conditions,
AstraZeneca or Alexion terminates the Merger Agreement because the required approval of the Alexion Shareholders is not obtained.

AstraZeneca will be entitled to receive a termination payment of US$1.18 billion from Alexion in the event that:

(a) prior to the approval of the Transaction by the Alexion Shareholders, AstraZeneca terminates the Merger Agreement following an adverse
recommendation change by Alexion, the commencement of a takeover offer of Alexion which Alexion does not publicly reject with 10 business days,
or a wilful material breach by Alexion of its no solicit obligations or its obligation to hold the Alexion Special Meeting;

(b) Alexion terminates the Merger Agreement in order to accept a superior proposal; or

(c) AstraZeneca or Alexion terminates the Merger Agreement because the required approval by Alexion Shareholders is not obtained, and (i) prior to the
special meeting of Alexion Shareholders, a proposal for the acquisition of 50 per cent. or more of the Alexion Shares or the assets of Alexion is
publicly announced or made known and not withdrawn at least four days prior to the meeting and (ii) within 12 months after the date on which the
Merger Agreement was terminated Alexion enters into a definitive agreement relating to any proposal for the acquisition of 50 per cent. or more of the
Alexion Shares or the assets of Alexion or such a proposal is completed.

Alexion will be entitled to receive a termination payment of US$1.415 billion from AstraZeneca in the event that:

(a) prior to the approval of the Transaction by the AstraZeneca Shareholders, Alexion terminates the Merger Agreement following an adverse
recommendation change by AstraZeneca, the commencement of a takeover offer of AstraZeneca which AstraZeneca does not publicly reject with 10
business days, or a wilful material breach by AstraZeneca of its no solicit obligations or its obligation to hold the AstraZeneca General Meeting; or

(b) subject to certain specified conditions, AstraZeneca or Alexion terminates the Merger Agreement because the required approval of the AstraZeneca

Shareholders is not obtained.
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11.  Transaction financing

To support the financing of the offer consideration, on 12 December 2020, AstraZeneca entered into a new underwritten US$17.5 billion bridge financing
facility, arranged by Morgan Stanley Bank International Limited, J.P. Morgan Securities PLC and Goldman Sachs Bank USA (the “Bridge Facility”). The
initial term of the Bridge Facility is 12 months from the earlier of (i) the date of Completion and (ii) 12 December 2021, with up to two six month
extensions available at the discretion of AstraZeneca. The Bridge Facility is intended to cover the financing of the cash portion of the acquisition
consideration and associated acquisition costs and to refinance the existing term loan and revolving credit facilities of Alexion.

On 24 December 2020, the Bridge Facility was successfully syndicated to a number of large, well-regarded international banks (the lenders under the
Bridge Facility, the “Bridge Lenders”) and US$5 billion of the Bridge Facility was cancelled and replaced by US$5 billion medium-term term and
revolving facilities made available by the Bridge Lenders (the “Takeout Facilities”). The term facilities under the Takeout Facilities are intended to be
available to be applied towards the financing of the cash portion of the acquisition consideration and associated acquisition costs and to refinance the
existing drawn term loan facilities of Alexion. The revolving facilities under the Takeout Facilities are intended to be available to be applied towards the
general corporate purposes of the Combined Group, including as a result of the cancellation of the existing revolving credit facilities of Alexion.

AstraZeneca intends to refinance the remaining US$12.5 billion available under the Bridge Facility through a combination of debt-capital market issuances,
commercial paper issued under any commercial paper programme, and business cash flows.

For further information, please see paragraph 2 of Part III (Summary of the Key Transaction Terms) of this document.
12. Current Trading and Prospects

12.1 AstraZeneca

Year ended 31 December 2020

On 15 February 2021, AstraZeneca published its Annual Report and Accounts for the year ended 31 December 2020. AstraZeneca delivered strong results
in the year, delivering on guidance pertaining to growth and improvement in profitability.

Total revenue increased 9 per cent. (10 per cent. at constant exchange rates (“CER”)) to US$26.6 billion. This was driven by growth in new medicines
which improved by 33 per cent. to US$14.0 billion. Globally, new medicines represented 52 per cent. of total revenue (compared to 43 per cent. for the
financial year ended 31 December 2019). In terms of AstraZeneca’s three therapy areas, Oncology increased by 23 per cent. (24 per cent. at CER) to
US$11.5 billion, while New CVRM increased by 7 per cent. (9 per cent. at CER) to US$4.7 billion. Respiratory & Immunology declined by 1 per cent.
(stable at CER) to US$5.4 billion, a reflection of the impact in China of COVID-19.

The reported operating profit margin increased by seven percentage points in the year (eight at CER) to 19 per cent. The core operating profit margin
increased by one percentage point (two at CER) to 28 per cent. and AstraZeneca anticipates further sustainable expansion in the core operating profit
margin over time.

During 2020, AstraZeneca also made significant contributions towards the COVID-19 pandemic response. C19VAZ, which AstraZeneca co-developed
with the University of Oxford, has received authorisation for emergency use by the UK MHRA, the EMA and the World Health Organisation. In addition
to C19VAZ, AstraZeneca has initiated five Phase III clinical trials of AZD7442, a long-acting antibody combination therapy for the prevention and
treatment of COVID-19, to evaluate safety and efficacy in preventing infection and treating patients in outpatient and inpatient settings.

Outlook for 2021

In its preliminary results announcement for the year ended 31 December 2020 and the three months ended 31 December 2020, published on 11
February 2021, AstraZeneca provided the following guidance for the financial year ending 31 December 2021 at CER:

“Total Revenue is expected to increase by a low-teens percentage, accompanied by faster growth in Core EPS to $4.75 to $5.00.
The guidance does not incorporate any revenue or profit impact from sales of COVID-19 Vaccine AstraZeneca (C19VAZ). The Company intends to report
these sales separately from the next quarter. Similarly, the guidance excludes the proposed acquisition by the Company of Alexion Pharmaceuticals, Inc.

(Alexion), anticipated to close in Q3 2021. AstraZeneca recognises the heightened risks and uncertainties from the impact of COVID19. Variations in
performance between quarters can be expected to continue.”
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Please see Appendix 1 (Profit Forecasts) of this document for more information on AstraZeneca’s outlook, including the basis of preparation and list of
assumptions.

AstraZeneca’s trading remains in line with the contents of that announcement, the outlook is unchanged and the AstraZeneca Group continues to have a
strong financial position. AstraZeneca continues to invest in new medicines to support the rapidly growing oncology and biopharmaceuticals therapy areas.
The impact of the COVID-19 pandemic persists in 2021 as expected and AstraZeneca remains focussed on closely monitoring and evaluating any
unexpected impact on its portfolio of medicines, including the sale of marketed products, our supply chain, and the initiation and execution of clinical
trials.

12.2 Alexion
Year ended 31 December 2020

On 4 February 2021, Alexion reported its fourth quarter and full year results for the year ended 31 December 2020. Alexion delivered strong full year
results, outperforming its financial guidance for the year.

Total revenues were US$6.1 billion, a 22 per cent. increase compared to the same period in 2019. This exceeded the latest revenue guidance of US$5.9
billion to US$6.0 billion given on 29 October 2020. Soliris net product sales were US$4.1 billion, compared to US$3.9 billion in 2019, representing a 3 per
cent. increase. Soliris sales growth was primarily driven by its expanding presence in neurology patients, namely gMG and NMOSD. Ultomiris net product
sales were US$1.1 billion, compared to US$338.9 million in 2019, representing a 218 per cent. increase. Ultomiris sales growth was driven by Alexion
achieving over 70 per cent. conversion of its PNH patients from Soliris to Ultomiris in the US, Germany and Japan. Strensiq net product sales were
US$731.8 million, compared to US$592.5 million in 2019, representing a 24 per cent. increase. Kanuma net product sales were US$117.9 million,
compared to US$112.2 million in 2019, representing a 5 per cent. increase.

GAAP diluted EPS was US$2.72, compared to US$10.70 in 2019. GAAP diluted EPS for 2020 includes impairment charges of US$2.1 billion primarily
relating to the Kanuma intangible asset recorded in the second quarter 2020, offset by a deferred tax benefit of US$377.3 million associated with the
Kanuma impairment charge. GAAP diluted EPS for 2019 includes one-time tax benefits of US$382.2 million related to intra-entity asset transfers of
intellectual property in 2019. Non-GAAP diluted EPS was US$12.51, compared to US$10.53 in 2019.

Outlook for 2021

Since 31 December 2020, Alexion’s business and financial performance has continued in line with management’s expectations. Alexion expects to continue
revenue growth in its various franchises including neurology, hematology, metabolic and Andexxa alongside continued progress in conversion from Soliris
to Ultomiris in its PNH and aHUS business. Alexion is not aware of any material change in the competitive landscape that will have a material negative
impact on the complement inhibitor franchise. Alexion continues to invest in its R&D efforts including for Ultomiris in gMG, NMO and ALS and remains
on track for the Phase 3 readout of 1840 in Wilson disease in 2021. Alexion believes that it maintains sufficient commercial supplies and inventory for all
its drugs and remains committed to patients it serves and the orphan disease community globally. The COVID-19 pandemic continues to impact the
business in various geographies which Alexion continues to monitor.

13.  De-listing of Alexion Shares and listing of New AstraZeneca Shares
13.1 De-listing of Alexion Shares

If the Transaction completes, there will no longer be any publicly held Alexion Shares. Accordingly, Alexion Shares will be delisted from the Nasdaq Stock
Exchange and will be deregistered under the Exchange Act as soon as practicable following Completion, and Alexion will no longer be required to file
periodic reports with the SEC in respect of Alexion Shares.

13.2 Listing of New AstraZeneca Shares

Under the terms of the Merger Agreement, AstraZeneca is required to use its reasonable best efforts to cause (i) the New AstraZeneca Shares to be
approved for admission to the premium listing segment of the Official List of the FCA and to trading on the main market for listed securities of the London
Stock Exchange and (ii) the New AstraZeneca ADSs to be issued as Merger Consideration to be approved for listing on the Nasdaq Stock Exchange,
subject to official notice of issuance, each prior to Completion. It is a condition to both parties’ obligations to complete the Transaction that such approvals
are obtained. Accordingly, application will be made to have the New AstraZeneca Shares approved for listing by the FCA and to trading on the main
market for listed securities on the London Stock Exchange and for the New AstraZeneca ADSs to be approved for listing on the Nasdaq Stock Exchange.
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The existing AstraZeneca Shares are already admitted to the Official List, the London Stock Exchange’s main market for listed securities, under the ticker
symbol “AZN LN”, and CREST. It is expected that all of the New AstraZeneca Shares, when issued and fully paid, will be capable of being transferred by
means of CREST. The New AstraZeneca Shares will trade under ISIN GB0009895292 which is the same ISIN as the existing AstraZeneca Shares.

AstraZeneca Shares also have a secondary listing on Nasdaq Stockholm in Sweden, under the ticker symbol “AZN SS”. On the Latest Practicable Date,
159,207,705 AstraZeneca Shares (being 12.1 per cent. of AstraZeneca’s issued ordinary share capital) were recorded on its Sweden branch share register.
Application will be made to have the New AstraZeneca Shares admitted to trading on Nasdaq Stockholm.

The New AstraZeneca Shares will be created under the Companies Act and will be issued in registered form and will be capable of being held in both
certificated and uncertificated form. The rights attached to the New AstraZeneca Shares will be the same as those attached to the existing AstraZeneca
Shares, which are described in paragraph 3.2 of Part VI (Additional Information) of this document.

AstraZeneca ADSs are listed on the Nasdaq Stock Exchange under the ticker symbol “AZN US”. The New AstraZeneca ADSs will trade under ISIN
US0463531089 which is the same ISIN as the existing AstraZeneca ADSs. The rights of holders of the AstraZeneca ADSs is governed by the terms of a
depositary agreement between the Depositary, AstraZeneca and the owners and beneficial owners of the AstraZeneca ADSs. The rights of holders of New
AstraZeneca ADSs will be the same as those attached to the existing AstraZeneca ADSs.

14. Dilution

Subject to Completion, up to 235,149,198 New AstraZeneca Shares will be issued in connection with the Transaction. This will result in AstraZeneca’s
issued share capital increasing by approximately 17.9 per cent. (including shares owned by employee share trusts). Following Completion and assuming
that 235,149,198 New AstraZeneca Shares are issued in connection with the Transaction, AstraZeneca Shareholders will be subject to an immediate
dilution as a result of the issue, following which they will hold approximately 84.8 per cent. of the Combined Group’s issued share capital.

15. Taxation

The Transaction does not involve existing AstraZeneca Shareholders disposing of their AstraZeneca Shares or acquiring additional AstraZeneca Shares. As
such, the Transaction is not expected to have any UK or US tax implications for existing AstraZeneca Shareholders. The contents of this document are not
to be construed as tax advice and each AstraZeneca Shareholder should consult its own tax adviser for tax advice in relation to its holding of AstraZeneca
Shares.

16.  AstraZeneca General Meeting

The AstraZeneca General Meeting has been convened for 11.30 a.m. (BST) on 11 May 2021 at Academy House, 136 Hills Road, Cambridge, CB2 8PA,
United Kingdom, for AstraZeneca Shareholders to consider and, if thought fit, pass the Resolution.

In line with UK Government COVID-19 restrictions relating to public gatherings as at the date of this document, the AstraZeneca General Meeting will be
a closed meeting and it will not be possible for AstraZeneca Shareholders to attend. The AstraZeneca General Meeting will be preceded by an online
shareholder engagement event at 2.00 p.m. on 30 April 2021, at which AstraZeneca Shareholders will be invited to participate in a live Q&A session with
the Board. More information about the online shareholder engagement event is set out in the Notes to the Notice of General Meeting in Part IX (Notice of
General Meeting).

The Resolution set out in the Notice of General Meeting in Part IX (Notice of General Meeting) of this document proposes that: (i) the Transaction be
approved and (ii) the Directors be authorised to take all steps as may be necessary, expedient or desirable to implement the Transaction.
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A notice of the AstraZeneca General Meeting is set out at the end of this document. The Board unanimously considers that the Resolution is in the best
interests of AstraZeneca and AstraZeneca Shareholders and recommends that AstraZeneca Shareholders vote in favour of the Resolution as the Directors
intend to do in respect of their own legal and beneficial holdings of AstraZeneca Shares.

17. Action to be taken

Your attention is drawn to the part of this document entitled “Action to be taken”, which explain the actions you should take in relation to the AstraZeneca
General Meeting.

18.  Further information
Your attention is drawn to the additional information set out in Part VI (Additional Information) and the Notice of General Meeting in Part IX (Notice of
General Meeting) of this document. You should read the whole of this document and the accompanying Form of Proxy and not rely solely on the

information summarised in this letter.

A copy of this document (and all information incorporated into this document by reference to another source) and the Form of Proxy are and will be
available for inspection on AstraZeneca’s website at https://www.astrazeneca.com/investor-relations/astrazeneca-to-acquire-alexion.html.

19. Financial advice

The Board has received financial advice from Evercore and Centerview Partners in relation to the Transaction. In providing their respective financial
advice to the Board, each of Evercore and Centerview Partners have relied upon the Board’s commercial assessment of the Transaction.

20. Recommendation

The Board considers the Transaction is in the best interests of AstraZeneca and AstraZeneca Shareholders taken as a whole. Accordingly, the
Board unanimously recommends that AstraZeneca Shareholders vote or procure votes in favour of the Resolution at the AstraZeneca General
Meeting, as the Directors intend to do in respect of their own legal and beneficial holdings of 557,609 AstraZeneca Shares representing, in
aggregate, approximately 0.04 per cent. of AstraZeneca’s issued share capital as at the Latest Practicable Date.

Yours faithfully,

Leif Johansson

Chairman
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PART II
RISK FACTORS

AstraZeneca Shareholders should consider the following risks and uncertainties together with all the other information set out in, or incorporated by
reference into, this document prior to making any decision as to whether or not to vote in favour of the Transaction.

AstraZeneca considers the following to be the material risks related to the Transaction, existing material risks to AstraZeneca which may be impacted by
the Transaction, or material new risks to AstraZeneca as a result of the Transaction. However, these should not be regarded as a complete and
comprehensive statement of all potential risks and uncertainties.

The risks described below are based on information known at the date of this document but may not be the only risks to which AstraZeneca, Alexion or,
following Completion, the Combined Group is or might be exposed. In particular, they do not include risks which AstraZeneca considers, as at the date of
this document, to be ordinary course risks which may impact AstraZeneca, Alexion or, following Completion, the Combined Group, and which are
unconnected with the Transaction. Additional risks and uncertainties, which are currently unknown to AstraZeneca or that AstraZeneca does not currently
consider to be material, may materially dffect the business of AstraZeneca, Alexion or, following Completion, the Combined Group, and could have a
material adverse effects on the business, financial condition, results of operations and prospects of AstraZeneca, Alexion or, following Completion, the
Combined Group. If any of the following risks were to occur, the business, financial condition, results of operations or prospects of AstraZeneca, Alexion
or, following Completion, the Combined Group could be materially adversely affected and the value of the AstraZeneca Shares could decline and
AstraZeneca Shareholders could lose all or part of the value of their investment in AstraZeneca Shares.

Risks related to the Transaction

There is no assurance when or if the Transaction will be completed.

Completion is subject to the satisfaction or waiver of a number of Conditions as set forth in the Merger Agreement, including, among others:

(a) Antitrust approvals:

(i) expiration or termination of the applicable waiting period (or extension thereof) under the HSR Act; and

(ii) antitrust and/or foreign investment approval or expiration or termination of the applicable waiting period in certain other jurisdictions including the EU
and the UK;

(b) AstraZeneca Shareholder approvals:

(i) the approval of the Merger Agreement by a majority of AstraZeneca Shareholders attending, whether in person or by proxy, and voting at the
AstraZeneca General Meeting;

(c) Alexion Shareholder approvals:
(i) approval of the Merger Agreement by the holders of a majority of the outstanding Alexion Shares entitled to vote at the Alexion Special Meeting;
(d) Admission of New AstraZeneca Shares to listing on the London Stock Exchange and New AstraZeneca ADSs on the Nasdaq Stock Exchange:

(i) approval for admission of the New AstraZeneca Shares to the premium listing segment of the Official List of the FCA and to trading on the main
market for listed securities of the London Stock Exchange subject only to the issue of such New AstraZeneca Shares upon Completion; and

(ii) approval for listing on the Nasdaq Stock Exchange of the New AstraZeneca ADSs issuable to Alexion Shareholders as the share portion of the Merger
Consideration (subject to official notice of issuance); and

(e) Registration statements declared effective by the SEC:
(i) declaration by the SEC of the effectiveness of the registration statements filed on Form F-4 (with respect to the New AstraZeneca Shares) and Form F-

6 (with respect to the New AstraZeneca ADSs) to be issued as the share portion of the Merger Consideration (and the absence of any stop order
suspending the effectiveness of such registration statements or any proceedings seeking such a stop order).
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There can be no assurance as to when these Conditions will be satisfied or waived, if at all, or that other events will not intervene to delay or result in
the failure to complete the transaction. If the Transaction does not complete, AstraZeneca may be required to pay Alexion a termination payment of
US$1.415 billion if:

(a) prior to the approval of the Transaction by the AstraZeneca Shareholders, the Merger Agreement was terminated by Alexion following:
(i) an adverse recommendation change by AstraZeneca;
(ii) the commencement of a takeover offer of AstraZeneca which AstraZeneca does not publicly reject with 10 business days;

(iii) a wilful material breach by AstraZeneca of its no solicit obligations (as described in the risk factor headed “While the Merger Agreement is in effect,
Alexion, AstraZeneca and their respective subsidiaries’ businesses are subject to restrictions on their business activities.”); or

(iv) a wilful material breach by AstraZeneca of its obligation to hold the AstraZeneca General Meeting; or

(b) subject to certain specified conditions, the Merger Agreement was terminated by AstraZeneca or Alexion because the required approval of the
AstraZeneca Shareholders is not obtained.

In order to complete the Transaction, AstraZeneca and Alexion must obtain certain governmental approvals, and if such approvals are not granted or
are granted with conditions that become applicable to the parties, Completion may be delayed, jeopardised or prevented and the anticipated benefits of
the Transaction could be reduced.

No assurance can be given that the required consents, orders and approvals will be obtained or that the required Conditions to Completion will be satisfied.
Even if all such consents, orders and approvals are obtained and such Conditions are satisfied, no assurance can be given as to the terms, conditions and
timing of such consents, orders and approvals. For example, these consents, orders and approvals may impose conditions on or require divestitures relating
to the divisions, operations or assets of AstraZeneca and Alexion or may impose requirements, limitations or costs or place restrictions on the conduct of
AstraZeneca’s or Alexion’s business, and if such consents, orders and approvals require an extended period of time to be obtained, such extended period of
time could increase the chance that an adverse event occurs with respect to Alexion or AstraZeneca. Such extended period of time also may increase the
chance that other adverse effects with respect to Alexion or AstraZeneca could occur, such as the loss of key personnel. Even if all necessary approvals are
obtained, no assurance can be given as to the terms, conditions and timing of such approvals or that they will satisfy the terms of the Merger Agreement.

The AstraZeneca General Meeting may take place before all of the required regulatory approvals have been obtained and before all conditions to such
approvals, if any, are known. Notwithstanding the foregoing, if the Resolution is passed at the AstraZeneca General Meeting, and subject to the Listing
Rules, AstraZeneca would not be required to seek further approval of AstraZeneca Shareholders, even if the conditions imposed in obtaining required
regulatory approvals could have an adverse effect on AstraZeneca either before or after completing the Transaction.

Because the market value of AstraZeneca Shares that Alexion stockholders will receive in the Transaction may fluctuate, AstraZeneca cannot be sure
of the market value of the Merger Consideration that it will pay in the Transaction.

As Merger Consideration, Alexion stockholders will receive (i) US$60.00 in cash, without interest and (ii) a fixed number of AstraZeneca Shares, not a
number of shares that will be determined based on a fixed market value. The market value of AstraZeneca Shares and the market value of Alexion common
stock at Completion may vary significantly from their respective values on the date that the Merger Agreement was executed or at other dates, such as the
date of this document or the date of the AstraZeneca General Meeting. Stock price changes may result from a variety of factors, including changes in
AstraZeneca’s or Alexion’s respective businesses, operations or prospects, regulatory considerations and general business, market, industry or economic
conditions. The exchange ratio will not be adjusted to reflect any changes in the market value of AstraZeneca Shares, the comparative value of pounds
sterling and the US dollar or market value of the Alexion common stock. Therefore, the aggregate market value of the AstraZeneca Shares that
AstraZeneca is required to issue at the time that the Transaction is completed could vary significantly from the value of such shares on the date of this
document, the date of the AstraZeneca General Meeting or the date on which AstraZeneca actually issues the New AstraZeneca Shares.
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AstraZeneca may waive one or more conditions to the Transaction without seeking further shareholder approval for the Transaction.

Certain conditions to AstraZeneca’s obligations to complete the Transaction may be waived, in whole or in part, to the extent legally permissible, either
unilaterally or by agreement of AstraZeneca and Alexion. In the event that any such waiver does not require further shareholder approval, the parties will
have the discretion to complete the Transaction without seeking such further shareholder approval.

AstraZeneca expects to refinance its credit facilities entered into for the purpose of the Transaction but cannot guarantee that it will be able to obtain
new financing on terms acceptable to it or at all.

AstraZeneca anticipates that the funds needed to complete the Transaction will be derived from a combination of some or all of: (i) cash on hand;
(ii) borrowings under the credit facilities which have been entered into for the purpose of the Transaction, its existing credit facilities and/or new credit
facilities; and (iii) the proceeds from the sale of new debt securities and the issuance of any commercial paper. While AstraZeneca intends to refinance the
credit facilities it has entered into for the purpose of the Transaction, AstraZeneca’s ability to obtain any new debt financing will depend on, among other
factors, prevailing market conditions and other factors beyond AstraZeneca’s control. AstraZeneca cannot assure you that it will be able to obtain new debt
financing on terms acceptable to it or at all on or before the maturity date of the credit facilities which have been entered into for the purpose of the
Transaction, and therefore any such failure to refinance could materially adversely affect its operations and financial condition.

Except in specified circumstances, if the Transaction is not completed by 12 December 2021, subject to extension in specified circumstances by either
Alexion or AstraZeneca to 12 March 2022, either Alexion or AstraZeneca may choose not to proceed with the Transaction.

Either AstraZeneca or Alexion may terminate the Merger Agreement if the Transaction has not been completed by 12 December 2021. However, this right
to terminate the Merger Agreement will not be available to AstraZeneca or Alexion if the failure of such party to perform any of its obligations under the
Merger Agreement has been the proximate cause of or resulted in the failure of the Transactions to be completed on or before such time. The 12
December 2021 deadline is subject to an extension for an additional 90 day period by Alexion or AstraZeneca to 12 March 2022, if at the time of any such
extension all Conditions (other than the Regulatory Conditions) have been satisfied or waived.

AstraZeneca and Alexion are targets of securities class action and derivative lawsuits which could result in substantial costs and may delay or prevent
the Transaction from being completed.

As at the date of this document, nine securities or stockholder derivative lawsuits have been brought against Alexion, its board of directors, and in some
cases, AstraZeneca. Such lawsuits are often brought against companies that have entered into merger agreements. Even if the lawsuits are without merit,
defending against these claims can result in substantial costs and divert management time and resources. Additionally, if a plaintiff is successful in
obtaining an injunction prohibiting Completion of the Transaction, then that injunction may delay or prevent the Transaction from being completed. Given
the early stage of the nine existing proceedings, it is not possible to predict the outcome or to estimate possible loss or range of loss.

While the Merger Agreement is in effect, Alexion, AstraZeneca and their respective subsidiaries’ businesses are subject to restrictions on their business
activities.

Under the Merger Agreement, AstraZeneca, Alexion and their respective subsidiaries are subject to certain restrictions on the conduct of their respective
businesses and generally must operate their respective businesses in the ordinary course prior to completing the transaction (unless AstraZeneca or Alexion
obtains the other’s consent, as applicable, which is not to be unreasonably withheld, conditioned or delayed), which may restrict AstraZeneca’s and
Alexion’s ability to exercise certain of their respective business strategies. These restrictions may prevent AstraZeneca and Alexion from pursuing
otherwise attractive business opportunities, making certain investments or acquisitions, selling assets, engaging in capital expenditures in excess of certain
agreed limits, incurring indebtedness or making changes to AstraZeneca’s and Alexion’s respective businesses prior to the Completion of the transactions
or termination of the Merger Agreement, as applicable. These restrictions could have an adverse effect on AstraZeneca’s and Alexion’s respective
businesses, financial results, financial condition or stock price.
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In addition, the Merger Agreement prohibits AstraZeneca from: (i) soliciting, initiating, knowingly facilitating or knowingly encouraging, subject to certain
exceptions set forth in the merger agreement, any inquiry or the making or submission of any proposal or offer that constitutes an acquisition proposal (as
defined for each party in the Merger Agreement); (ii) (A) entering into or participating in any discussions or negotiations regarding; (B) providing to any
third party any information; or (C) otherwise assisting, participating in, knowingly facilitating or knowingly encouraging any third party, in each case, in
connection with or for the purpose of knowingly encouraging or facilitating, an acquisition proposal; or (iii) approving, recommending or entering into (or
publicly or formally proposing to approve, recommend or enter into), any letter of intent or similar document, agreement commitment or agreement in
principle with respect to an acquisition proposal.

The Combined Group may not realise all of the anticipated benefits of the Transaction.

There is a risk that some or all of the expected benefits of the Transaction may fail to materialise or may not occur within the time periods anticipated by
AstraZeneca. The realisation of such benefits may be affected by a number of factors, including regulatory considerations and decisions, many of which are
beyond the control of AstraZeneca. The challenge of coordinating previously independent businesses makes evaluating the business and future financial
prospects of the Combined Group following the Transaction difficult. AstraZeneca and Alexion have operated and, until Completion of the Transaction,
will continue to operate, independently. The success of the Transaction, including anticipated benefits and cost savings, will depend, in part, on the ability
to successfully integrate the operations of both companies in a manner that results in various benefits, including, among other things, an expanded market
reach and operating efficiencies that do not materially disrupt existing customer relationships nor result in decreased revenues or dividends due to the full
or partial loss of customers. The past financial performance of each of AstraZeneca and Alexion may not be indicative of their future financial
performance. The Combined Group will be required to devote significant management attention and resources to integrating its business practices and
support functions. The diversion of management’s attention and any delays or difficulties encountered in connection with the Transaction and the
coordination of the two companies’ operations could have an adverse effect on the business, financial results, financial condition or the share price of
AstraZeneca following Completion. The coordination process may also result in additional and unforeseen expenses.

Failure to realise all of the anticipated benefits of the Transaction may impact the financial performance of AstraZeneca, the price of AstraZeneca Shares
and the ability of AstraZeneca to continue paying dividends on AstraZeneca Shares at levels per share consistent with the current dividend or at all. The
declaration of dividends by AstraZeneca will be at the discretion of the Board, which may determine at any time to cease paying dividends, lower the
dividend level per share or not increase the dividend level per share.

The substantial additional indebtedness that AstraZeneca will incur in connection with the Transaction could adversely affect AstraZeneca’s, and
following Completion, the Combined Group’s, financial position, including by decreasing AstraZeneca’s, and following Completion, the Combined
Group’s, business flexibility and resulting in a reduction of AstraZeneca’s, and following Completion, the Combined Group’s credit rating.

Following Completion, the Combined Group will have substantially increased borrowings compared to AstraZeneca’s historical level of borrowings. As at
31 December 2020, AstraZeneca’s Consolidated Borrowings were US$20.4 billion and Alexion’s Consolidated Borrowings amounted to US$2.8 billion.
The Combined Group’s unaudited pro forma Consolidated Borrowings as at 31 December 2020 if the Transaction had been completed on 31
December 2020, would have been approximately US$37.3 billion, as the Transaction assumes to raise an incremental US$14.1 billion of Consolidated
Borrowings (which includes US$16.5 billion of new borrowings less US$2.4 billion of existing borrowings which will be repaid at Completion). Out of the
US$37.3 billion of Consolidated Borrowings of the Combined Group, US$16.7 billion would have been at variable rates of interest as at 31
December 2020, before any interest rate risk management the Combined Group may undertake.

This increased level of borrowings could have the effect, among other things, of reducing the Combined Group’s flexibility to respond to changing business
and economic conditions and will have the effect of increasing the Combined Group’s interest expense. In addition, the amount of cash required to service
the Combined Group’s increased borrowing levels and increased aggregate dividends following Completion and thus the demands on the Combined
Group’s cash resources will be greater than the amount of cash flows required to service AstraZeneca’s borrowings and pay dividends prior to the
Transaction. The increased levels of borrowings and dividends following Completion could also reduce funds available for the Combined Group’s
investments in research and development and capital expenditures and other activities and may create competitive disadvantages for the Combined Group
relative to other companies with lower debt levels, which could impact the financial performance of the Combined Group over the longer term.
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AstraZeneca’s credit rating impacts the cost and availability of future borrowings and, accordingly, AstraZeneca’s cost of capital. AstraZeneca’s credit
rating reflects each credit rating organisation’s opinion of AstraZeneca’s financial and business strength, operating performance and ability to meet
AstraZeneca’s debt obligations. If AstraZeneca’s credit rating is reduced, AstraZeneca may not be able to sell additional debt securities, borrow money,
refinance the Transaction Facilities if drawn or establish alternatives to the Transaction Facilities in the amounts, at the times or interest rates or upon the
more favourable terms and conditions that might be available if AstraZeneca’s current credit rating is maintained.

In addition, future borrowings under circumstances in which the Combined Group’s debt is rated below investment grade may contain further restrictions
that impose significant restrictions on the way the Combined Group operates following the Transaction.

AstraZeneca and Alexion may have difficulty attracting, motivating and retaining executives and other key employees in light of the Transaction.

AstraZeneca’s success after the Transaction will depend in part on the ability of AstraZeneca to retain key executives and other employees of Alexion.
Uncertainty about the effect of the Transaction on AstraZeneca and Alexion employees may have an adverse effect on each of AstraZeneca and Alexion
separately and consequently the Combined Group. This uncertainty may impair AstraZeneca’s and/or Alexion’s ability to attract, retain and motivate key
personnel. Employee retention may be particularly challenging during the pendency of the transaction, as employees of AstraZeneca and Alexion may
experience uncertainty about their future roles in the Combined Group.

Additionally, Alexion’s officers and employees may hold Alexion Shares, and, if the Transaction is completed, these officers and employees may be
entitled to the Merger Consideration in respect of such Alexion Shares. Officers and employees may hold Alexion Stock Options, Alexion RSUs and
Alexion PSUs that may be subject to accelerated vesting as a result of the transaction. Pursuant to severance plans maintained by Alexion, certain key
employees of Alexion may also be entitled to receive severance payments on or following Completion. Under these plans, certain key employees of
Alexion potentially could resign from his or her employment following specified circumstances set forth in the applicable plan that could result in the
payments under the arrangements. These payments, individually or in the aggregate, could make retention of Alexion officers and employees more
difficult.

Furthermore, if key employees of AstraZeneca or Alexion depart or are at risk of departing, including because of issues relating to the uncertainty and
difficulty of integration, financial security or a desire not to become employees of the Combined Group, AstraZeneca may have to incur significant costs in
retaining such individuals or in identifying, hiring and retaining replacements for departing employees and may lose significant expertise and talent, and the
Combined Group’s ability to realise the anticipated benefits of the Transaction may be materially and adversely affected. No assurance can be given that the
Combined Group will be able to attract or retain key employees to the same extent that AstraZeneca and Alexion have been able to attract or retain
employees in the past.

The announcement and pendency of the Transaction could adversely affect each of AstraZeneca’s and Alexion’s, and following Completion, the
Combined Group’s, business, results of operations and financial condition.

The announcement and pendency of the Transaction could cause disruptions in and create uncertainty surrounding AstraZeneca’s and Alexion’s, and
following Completion, the Combined Group’s business, including affecting AstraZeneca’s and Alexion’s relationships with its existing and future
customers, suppliers and employees, which could have an adverse effect on AstraZeneca’s or Alexion’s, and following Completion, the Combined Group’s,
business, results of operations and financial condition. In particular, AstraZeneca and Alexion, and following Completion, the Combined Group, could
potentially lose important personnel as a result of the departure of employees who decide to pursue other opportunities in light of the Transaction.
AstraZeneca and Alexion, and following Completion, the Combined Group, could also potentially lose customers or suppliers, and new customer or
supplier contracts could be delayed or decreased. In addition, each of AstraZeneca and Alexion has expended, and continues to expend, significant
management resources in an effort to complete the Transaction, which are being diverted from AstraZeneca’s and Alexion’s day-to-day operations.
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If the Transaction is not completed, AstraZeneca’s share price may fall to the extent that the current price of AstraZeneca Shares reflects a market
assumption that the Transaction will be completed. In addition, the failure to complete the Transaction may result in negative publicity or a negative
impression of AstraZeneca in the investment community and may affect AstraZeneca’s relationship with employees, customers, suppliers and other
partners in the business community.

Resales of AstraZeneca Shares and/or AstraZeneca ADSs following the Transaction may cause the market value of AstraZeneca Shares and
AstraZeneca ADSs to decline.

AstraZeneca expects that it will issue up to approximately 235,149,198 AstraZeneca Shares at Completion. The issuance of these New AstraZeneca Shares
and the sale of additional AstraZeneca Shares and/or AstraZeneca ADSs that may become eligible for sale in the public market from time to time could
have the effect of depressing the market value for AstraZeneca Shares and AstraZeneca ADSs. The increase in the number of AstraZeneca Shares and
AstraZeneca ADSs may lead to sales of such AstraZeneca Shares and/or AstraZeneca ADSs or the perception that such sales may occur, either of which
may adversely affect the market for, and the market value of, AstraZeneca Shares and AstraZeneca ADSs.

The market value of AstraZeneca Shares and AstraZeneca ADSs may decline as a result of the Transaction.

The market value of AstraZeneca Shares and AstraZeneca ADSs may decline as a result of the Transaction if, among other things, the Combined Group is
unable to achieve the expected growth in earnings, or if the operational cost savings estimates in connection with the integration of AstraZeneca’s and
Alexion’s businesses are not realised or if the transaction costs related to the Transaction are greater than expected. The market value also may decline if
the Combined Group does not achieve the perceived benefits of the Transaction as rapidly or to the extent anticipated by the market or if the effect of the
Transaction on the Combined Group’s financial position, results of operations or cash flows is not consistent with the expectations of financial or industry
analysts.

AstraZeneca and Alexion will incur substantial transaction fees and costs in connection with the Transaction.

AstraZeneca and Alexion have incurred and expect to incur additional material non-recurring expenses in connection with the Transaction and Completion,
including costs relating to obtaining required approvals and compensation change in control payments. AstraZeneca and Alexion have incurred significant
financial services, accounting, tax and legal fees in connection with the process of negotiating and evaluating the terms of the Transaction. Additional
significant unanticipated costs may be incurred in the course of coordinating the businesses of AstraZeneca and Alexion after Completion. Even if the
Transaction is not completed, AstraZeneca will need to pay certain costs relating to the transaction incurred prior to the date the transaction was abandoned,
such as financial advisory, accounting, tax, legal, filing and printing fees. Such costs may be significant and could have an adverse effect on AstraZeneca’s
future results of operations, cash flows and financial condition.

In addition to its own fees and expenses, in the event the AstraZeneca Shareholders do not approve the Resolution, and the Merger Agreement is
terminated, AstraZeneca may be required to pay an amount equal to US$1.415 billion to Alexion.

Existing risks to AstraZeneca which will be impacted by the Transaction

The Transaction may affect the application of new or existing tax rules to the Combined Group which could result in a material impact on the
Combined Group’s cash tax liabilities and tax charge.

Changes in tax regimes, such as those proposed by the new administration in the US that include raising the corporate tax rate and raising the tax rate on
global intangible low-taxed income, could result in a material impact on the Combined Group’s cash tax liabilities and tax charge. The Combined Group
will have a greater presence in the US than the existing AstraZeneca Group which means that these changes could have a more significant impact. Such an
impact could also arise from changes in the application of existing tax rules, such as UK’s controlled foreign company regime, to the Combined Group as a
result of the Transaction. In either case, this could result in either an increase or a reduction in financial results depending upon the nature of the change.
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New risks to AstraZeneca as a result of the Transaction
AstraZeneca Shareholders will have a reduced ownership and voting interest in the Combined Group than they currently have in AstraZeneca.

Following Completion, AstraZeneca Shareholders will own a smaller percentage of the Combined Group than they currently own of AstraZeneca. Based
on the number of AstraZeneca Shares in issue at the Latest Practicable Date and the total number of AstraZeneca Shares that are expected to be issued in
connection with the Transaction, it is expected that, immediately following Completion, existing AstraZeneca Shareholders will own approximately 84.8
per cent. of the Combined Group and former Alexion Shareholders will own approximately 15.2 per cent. of the Combined Group’s share capital. As a
consequence, the number of voting rights which can be exercised and the influence which may be exerted by existing AstraZeneca Shareholders in respect
of the Combined Group will be reduced.
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PART III
SUMMARY OF THE KEY TRANSACTION TERMS

1.  The Merger Agreement

Pursuant to the terms of the Merger Agreement, on Completion, each Alexion Share will be converted automatically into the right to receive US$60 in cash
and 2.1243 AstraZeneca ADSs (each New AstraZeneca ADS representing half of an AstraZeneca Share, as evidenced by ADRs) for each Alexion Share. If
they elect, Alexion Shareholders may receive their allocation of New AstraZeneca ADSs in the form of a corresponding number of AstraZeneca Shares in
addition to the cash consideration.

The Transaction will take place by way of a statutory merger under the laws of Delaware, pursuant to which Merger Sub I, a Delaware corporation and an
indirect wholly owned subsidiary of AstraZeneca, will merge with and into Alexion, with Alexion surviving the merger. Alexion will then merge with and
into Merger Sub II, a Delaware limited liability company and an indirect wholly owned subsidiary of AstraZeneca, with Merger Sub II surviving as an
indirect wholly owned subsidiary of AstraZeneca.

No fractional AstraZeneca Shares or AstraZeneca ADSs will be issued to any Alexion Shareholder. All fractional AstraZeneca Shares or AstraZeneca
ADSs that any Alexion Shareholder would be otherwise entitled to receive pursuant to the Merger Agreement will be aggregated and rounded to three
decimal places. Any Alexion Shareholder otherwise entitled to receive a fractional AstraZeneca Shares or Astra-Zeneca ADSs will be entitled to receive a
cash payment, without interest, in lieu of any such fractional share, in an amount (rounded down to the nearest cent) representing such holder’s
proportionate interest in the net proceeds from the sale in the market by the Exchange Agent of such fractional AstraZeneca Shares or AstraZeneca ADSs,
as applicable, that would otherwise be issued.

1.1 Conditions

AstraZeneca and Alexion shall not be obliged to complete the Transaction if any of the Conditions have not been met, or have not been waived, if
applicable. These include:

(a) Regulatory Conditions, being:
(i) expiration or termination of the applicable waiting period (or extension thereof) under the HSR Act, as amended; and

(ii) antitrust and/or foreign investment approval or expiration or termination of the applicable waiting period in certain jurisdictions including the EU and
the UK;

(b) AstraZeneca Shareholder approvals:

(i) the approval of the Merger Agreement by a majority of AstraZeneca Shareholders attending, whether in person or by proxy, and voting at the
AstraZeneca General Meeting;

(c) Alexion Shareholder approvals:
(i) approval of the Merger Agreement by the holders of a majority of the outstanding Alexion Shares entitled to vote at the Alexion Special Meeting;
(d) Admission of New AstraZeneca Shares to listing on the London Stock Exchange and New AstraZeneca ADSs on the Nasdaq Stock Exchange:

(i) approval for admission of the New AstraZeneca Shares to the premium listing segment of the Official List of the FCA and to trading on the main
market for listed securities of the London Stock Exchange subject only to the issue of such New AstraZeneca Shares upon Completion; and

(ii) approval for listing on the Nasdaq Stock Exchange of the New AstraZeneca ADSs issuable to Alexion Shareholders as the share portion of the Merger
Consideration (subject to official notice of issuance);

(e) Registration statements declared effective by the SEC:
(i) declaration by the SEC of the effectiveness of the registration statements filed on Form F-4 (with respect to the New AstraZeneca Shares) and Form F-

6 (with respect to the New AstraZeneca ADSs) to be issued as the share portion of the Merger Consideration (and the absence of any stop order
suspending the effectiveness of such registration statements or any proceedings seeking such a stop order);

33




() Other conditions:

(i) if required, the filing of a prospectus by AstraZeneca with the FCA, the approval of such prospectus by the FCA and the mailing of such prospectus in
accordance with applicable rules and regulations (which AstraZeneca does not expect will be required);

(ii) the filing of this document with the FCA, the approval of this document by the FCA and the mailing of this document, in accordance with applicable
rules and regulations;

(iii) absence of any injunction or other judgment or law entered, enacted, promulgated, enforced or issued by any court or other governmental entity that
prevents, makes illegal or prohibits Completion;

(iv) accuracy of the representations and warranties made in the Merger Agreement by the other party, subject to certain exceptions and materiality
standards provided in the Merger Agreement;

(v) performance, in all material respects of the obligations required under the Merger Agreement to be performed by each party at or prior to Completion;

(vi) receipt of a certificate from an executive officer of the other party confirming the satisfaction by such party of the conditions described in the preceding
two bullets; and

(vii)receipt by Alexion of an opinion from Wachtell, Lipton, Rosen & Katz, or, if Wachtell, Lipton, Rosen & Katz is unable or unwilling to provide such
opinion, Freshfields Bruckhaus Deringer US LLP, confirming that the mergers: (i) will qualify as a “re-organization” within the meaning of
Section 368(a) of the Internal Revenue Code and (ii) will not result in gain recognition to the stockholders of Alexion pursuant to Section 367(a)(1) of
the Internal Revenue Code.

The Transaction will be subject to reviews by a number of antitrust authorities, including the EC, the FTC and the CMA. A number of further merger
control and foreign investment clearances will also be sought by AstraZeneca and Alexion in connection with the Transaction. AstraZeneca currently
expects these reviews to conclude to allow Completion of the Transaction in the third quarter of 2021.

1.2 Representations, warranties and covenants

Each of AstraZeneca and Alexion has agreed not to solicit proposals, engage in discussions, provide non-public information or enter into any agreement or
commitment, in each case, relating to certain alternative transactions. However, each party may, subject to the terms and conditions set forth in the Merger
Agreement, (i) provide information to a third party that makes an unsolicited, written acquisition proposal and (ii) engage in discussions and negotiations
with a third party that makes an unsolicited, written acquisition proposal that qualifies, or that such party’s board of directors determines in good faith could
reasonably be expected to qualify, as a superior proposal to the Transaction (as defined in the Merger Agreement). Under certain circumstances and upon
compliance with certain notice and other specified conditions set forth in the Merger Agreement, each party may change the recommendation of its board
of directors, and Alexion may terminate the Merger Agreement to accept a superior proposal.

The Merger Agreement contains customary representations and warranties made by each of AstraZeneca, Bidco, the Merger Subs and Alexion. These
include, among other matters, representations and warranties in respect of: corporate existence, good standing and qualification to conduct business; due
authorisation, execution and validity of the Merger Agreement; financial statements; conduct of business in the ordinary course of business consistent with
past practices and absence of changes that have had or would reasonably be expected to have, individually or in the aggregate, a material adverse effect on
the respective party, in each case since 30 September 2020; absence of undisclosed material liabilities; compliance with laws; litigation; tax matters;
employees, employee benefit plans and labour matters (in the case of Alexion only); intellectual property matters; environmental matters (in the case of
Alexion only); material contracts; properties; and insurance matters (in the case of Alexion only). Certain of the representations and warranties made by
each party are qualified by disclosures that such party delivered to the other party concurrently with the execution of the Merger Agreement.
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The Merger Agreement also contains customary covenants made by each of AstraZeneca, Bidco, the Merger Subs and Alexion. The Merger Agreement
requires AstraZeneca to call and hold a shareholders’ meeting and, subject to the ability of AstraZeneca’s board of directors to change their
recommendation under certain specified circumstances, including as described above, requires the board of directors to recommend that AstraZeneca
Shareholders approve the Resolution. The Merger Agreement also requires Alexion to call and hold a special shareholders’ meeting (subject to Alexion’s
ability to terminate the Merger Agreement to enter into a superior proposal as described above) and, subject to the ability of Alexion’s board of directors to
change their recommendation under certain specified circumstances, including as described above, requires Alexion’s board of directors to recommend that
Alexion Shareholders approve the Merger Agreement.

In addition, pursuant to the Merger Agreement, AstraZeneca will take all necessary actions to cause two individuals serving on Alexion’s board of directors
to be appointed to AstraZeneca’s board of directors upon Completion. Such directors will be mutually agreed by AstraZeneca and Alexion prior to
Completion.

1.3 Termination

The Merger Agreement contains certain customary termination rights for each of AstraZeneca and Alexion, including the right of each party to terminate
the Merger Agreement if the Transaction has not been completed on or before the Long Stop Date, subject to an extension by either party of 90 days if, on
the initial Long Stop Date, all Conditions have been satisfied or waived except for the Regulatory Conditions. The extension can be requested by either
AstraZeneca or Alexion, save that such extension (as well as the related right of termination upon expiration of the Long Stop Date) cannot be requested by
a party whose breach of the Merger Agreement is the proximate cause of the failure to close the transaction by the initial Long Stop Date.

Pursuant to the Merger Agreement, if the Merger Agreement is terminated, AstraZeneca will be entitled to receive a termination payment of US$1.18
billion from Alexion in the event that:

(a) prior to the approval of the Transaction by the Alexion Shareholders, AstraZeneca terminates the Merger Agreement following an adverse
recommendation change by Alexion, the commencement of a takeover offer of Alexion which Alexion does not publicly reject with 10 business days,
or a wilful material breach by Alexion of its no solicit obligations or its obligation to hold the Alexion Special Meeting;

(b) Alexion terminates the Merger Agreement in order to accept a superior proposal; or

(c) AstraZeneca or Alexion terminates the Merger Agreement because the required approval by Alexion Shareholders is not obtained, and (i) prior to the
special meeting of Alexion Shareholders, a proposal for the acquisition of 50 per cent. or more of the Alexion Shares or the assets of Alexion is
publicly announced or made known and not withdrawn at least four days prior to the meeting and (ii) within 12 months after the date on which the
Merger Agreement was terminated Alexion enters into a definitive agreement relating to any proposal for the acquisition of 50 per cent. or more of the
Alexion Shares or the assets of Alexion or such a proposal is completed.

Pursuant to the Merger Agreement, if the Merger Agreement is terminated, AstraZeneca will be entitled to receive a termination payment of US$270
million from Alexion in the event that, subject to certain specified conditions, AstraZeneca or Alexion terminates the Merger Agreement because the
required approval of the Alexion Shareholders is not obtained.

Pursuant to the Merger Agreement, if the Merger Agreement is terminated, Alexion will be entitled to receive a termination payment of US$1.415 billion
from AstraZeneca in the event that:

(a) prior to the approval of the Transaction by the AstraZeneca Shareholders, Alexion terminates the Merger Agreement following an adverse
recommendation change by AstraZeneca, the commencement of a takeover offer of AstraZeneca which AstraZeneca does not publicly reject with 10
business days, or a wilful material breach by AstraZeneca of its no solicit obligations or its obligation to hold the AstraZeneca General Meeting; or

(b) subject to certain specified conditions, AstraZeneca or Alexion terminates the Merger Agreement because the required approval of the AstraZeneca
Shareholders is not obtained.

1.4  Treatment of Alexion Equity Awards

Alexion Stock Options

At Completion, each compensatory option to purchase Alexion Shares under any Alexion stock plan that is outstanding and unexercised immediately prior
to Completion (an “Alexion Stock Option”), whether or not vested, shall be cancelled in consideration for the right to receive the Merger Consideration,
with respect to each net option share subject to such Alexion Stock Option (as set out in the Merger Agreement) immediately prior to Completion. The

number of net option shares with respect to each Alexion Stock Option will be determined by dividing the spread, or “in-the-money” value of such option
by the value of the Merger Consideration.
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Alexion Restricted Stock Units

At Completion, each restricted stock unit award with respect to Alexion Shares outstanding under any Alexion stock plan that vests solely based on the
passage of time (an “Alexion RSU Award”), will be treated as described below.

If such Alexion RSU Award is held by a non-employee director of Alexion, it will automatically become fully vested and cancelled and converted into the
right to receive the Merger Consideration, with respect to each Alexion Share subject to such Alexion RSU Award (or portion thereof) immediately prior to
Completion.

Each other Alexion RSU Award will be assumed by AstraZeneca and will be converted into such number of equivalent AstraZeneca restricted stock unit
awards as calculated under the Merger Agreement, based on the exchange ratio in the Merger (factoring in the cash consideration payable in the Merger).

Alexion Performance Stock Units

At Completion, each restricted stock unit award with respect to Alexion Shares outstanding under any Alexion stock plan that vests based on the
achievement of performance goals (an “Alexion PSU Award”) will be assumed by AstraZeneca and will be converted into such number of AstraZeneca
restricted stock unit awards as calculated under the Merger Agreement, based on the exchange ratio in the Merger (factoring in the cash consideration
payable in the Merger). For these purposes, the applicable performance goals will be deemed to be achieved at the greater of the target level and the actual
level of achievement at Completion, subject to a limit of 175 per cent. of target for Alexion PSU Awards granted in 2019 and 150 per cent. of target for
Alexion PSU Awards granted in 2020.

The converted restricted stock unit awards held by any continuing employee who remains employed through the first anniversary of Completion that are
otherwise scheduled to vest on or before the second anniversary of the Completion will be accelerated so that they vest on the first anniversary of
Completion.

The Alexion employee stock purchase plan has been terminated in connection with the merger. Outstanding purchase rights for the last purchase period
were exercised on 15 December 2020 in accordance with the terms of the plan, and no new purchase period has begun.

2. The Transaction Facilities

On 12 December 2020, AstraZeneca and Bidco entered into the underwritten US$17.5 billion Bridge Facility with Morgan Stanley Bank International
Limited, J.P. Morgan Securities PLC and Goldman Sachs Bank USA (the “Arrangers”) under which the Arrangers and/or their affiliates each provided a
commitment to fund loans under the Bridge Facility.

On 24 December 2020, the Bridge Facility was successfully syndicated to the Bridge Lenders, a number of large, well-regarded international banks, and
US$5 billion of the Bridge Facility was cancelled and replaced by a US$5 billion term and revolving Takeout Facilities made available by the Bridge
Lenders. The term facilities available under the Takeout Facilities are referred to as “Facility A” and “Facility B”, with an available amount of US$2
billion each. The revolving facility available under the Takeout Facilities is referred to as the “Revelving Facility”, with an available amount of US$1
billion. Together, the Bridge Facility and the Takeout Facilities are referred to as the “Transaction Facilities”.

The Transaction Facilities can be utilised by AstraZeneca and/or Bidco. AstraZeneca guarantees the obligations of each of the borrowers under each of the
Transaction Facilities and related finance documents.

The proceeds of the Bridge Facility, Facility A and Facility B, to the extent drawn, are be used to finance or refinance the amounts payable under the
Merger Agreement, any financial indebtedness of Alexion or its subsidiaries and any other fees, commissions, costs and expenses in relation to the
Transaction. The proceeds of the Revolving Facility, to the extent drawn, are to be used towards the general corporate purposes of the AstraZeneca Group.

The Bridge Facility, Facility A and Facility B are available to be utilised from their respective dates of signing, subject to satisfaction of a limited number
of customary conditions precedent (including receipt of required consents relating to the Transaction), until the earlier of: (i) close of business on the date
of Completion; (ii) the date of termination of the Merger Agreement; (iii) if the Long Stop Date has not been extended pursuant to the terms of the Merger
Agreement, the date falling 12 months after the date the respective Transaction Facilities were entered into; and (iv) if the Long Stop Date has been
extended pursuant to the terms of the Merger Agreement, the date falling 15 months after the date the respective Transaction Facilities were entered into.
The Revolving Facility is available to be utilised from the date of Completion to the date falling one month before the termination date for the Revolving
Facility (as detailed below).
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The Bridge Facility will terminate on the date falling 12 months after the earlier of: (i) the date of Completion; and (ii) 12 December 2021, with up to two
six month extensions available at the discretion of AstraZeneca.

Facility A will terminate on the date falling two years after the earlier of: (i) the date of Completion; and (ii) 24 December 2021. Facility B will terminate
on the date falling three years after the earlier of: (i) the date of Completion; and (ii) 24 December 2021. The Revolving Facility will terminate on the date
falling 12 months after the earlier of: (i) the date of Completion; and (ii) 24 December 2021, subject to AstraZeneca’s right (at its option) to extend the term
of the Revolving Facility for an additional period of 364 days.

The Transaction Facilities contain: (i) certain mandatory prepayment and cancellation provisions in relation to lender illegality and change of control of
AstraZeneca; and (ii) provisions allowing AstraZeneca to replace and cancel an affected lender in respect of increased costs, tax gross-up and tax indemnity
of a lender. In addition, the Bridge Facility contains mandatory prepayment and cancellation provisions, subject to certain exceptions, in relation to: (i) the
net proceeds received in excess of US$500 million as a result of AstraZeneca or a wholly owned member of AstraZeneca’s group issuing further debt (by
way of one or more syndicated loan or capital markets debt issuances but excluding any commercial paper issuance); and (ii) the net proceeds received as a
result of any disposal of any asset required by any government authority or agency as a condition of its approval of the Transaction, where such net
proceeds are in an amount of US$500 million or greater.

The Transaction Facilities have a floating rate of interest which will initially be based on an interest rate calculated as the aggregate of the applicable
margin and applicable US$ LIBOR. As a result of US$ LIBOR being discontinued, the Transaction Facilities each include a rate switch mechanic such that
after a rate switch date (to be determined), interest will no longer be calculated with reference to US$ LIBOR and will instead be calculated as the
aggregate of the applicable margin, SOFR and a credit adjustment spread. The rate switch date will be the earlier of a date selected by AstraZeneca and the
occurrence of one of certain external events, including, in certain circumstances, US$ LIBOR rates ceasing to be published or ceasing to be representative
of the underlying market or economic reality.

For the Bridge Facility, the initial margin is 0.30 per cent. per annum which increases 0.10 per cent. per annum every three months until 12
December 2021, after which it increases 0.15 per cent. per annum every three months until 12 March 2023 and 0.10 per cent. per annum every three
months thereafter.

For the Takeout Facilities, the initial margins are, per annum, 0.55 per cent. for Facility A, 0.65 per cent. for Facility B and 0.20 per cent. for the Revolving
Facility. The margin rates thereafter will vary depending on AstraZeneca’s S&P/Moody’s long-term credit ratings.

The Bridge Facility, Facility A and Facility B accrue a ticking fee on unutilised, uncancelled amounts. For the Bridge Facility, this fee accrues at the rate of
10 per cent. of the then applicable margin per annum from (but excluding) the date falling three months after the signing of the Bridge Facility to and
including the date falling six months after the signing of the Bridge Facility, 20 per cent. of the then applicable margin per annum from (but excluding) the
date falling six months after the signing of the Bridge Facility to and including the date falling nine months after the signing of the Bridge Facility, and 30
per cent. of the then applicable margin per annum from (but excluding) the date falling nine months after the signing of the Bridge Facility to the last day
on which the facility is available for utilisation. For Facility A and Facility B, this fee accrues at the rate of 15, 25 and 35 per cent. of the then applicable
margin per annum over the same respective periods. The Revolving Facility accrues a commitment fee of 35 per cent. of the applicable margin per annum,
payable on each lender’s available commitment for the duration of the availability period. The Revolving Facility also accrues a utilisation fee of 0.10 per
cent. per annum for each day on which the aggregate Revolving Facility loans exceeds O per cent. but is less than or equal to 33 1/3 per cent. of the total
Revolving Facility, 0.20 per cent. per annum for each day on which the aggregate Revolving Facility loans exceeds 33 1/3 per cent. but is less than or equal
to 66 2/3 per cent. of the total Revolving Facility and 0.40 per cent. for each day on which the aggregate Revolving Facility loans exceeds 66 2/3 per cent.
of the total Revolving Facility.

The Transaction Facilities contain customary representations and undertakings, including (with certain agreed carve-outs) a negative pledge and
Transaction-related undertakings. Each of the Transaction Facilities has a mechanism to introduce further additional borrowers in the future, at the request
of AstraZeneca and provided certain customary conditions precedent are satisfied.

The Transaction Facilities also contain customary events of default, including non-payment, misrepresentation, cross default and insolvency, the occurrence

of any of which would allow the lenders to cancel the commitments and declare any loans immediately due and payable. The events of default are subject
to certain agreed carve-outs and include a clean-up period for events of default arising as a result of the Transaction.

37




PART IV
HISTORICAL FINANCIAL INFORMATION RELATING TO ALEXION

SECTION A — CONSOLIDATED HISTORICAL FINANCIAL INFORMATION RELATING TO ALEXION
This Section A of Part IV (Historical Financial Information Relating to Alexion) of this document contains consolidated historical financial information
extracted without material adjustment from the audited consolidated historical financial statements of Alexion for the three financial years ended 31

December 2020, 31 December 2019 and 31 December 2018, which has been prepared in accordance with US GAAP.

Consolidated Balance Sheets (amounts in millions, except per share amounts)

Dec.31 Dec.31 Dec.31
2018 2019 2020

$’m Actual Actual Actual
Assets
Current Assets:
Cash and cash equivalents 1,365.5 2,685.5 2,964.5
Marketable securities 198.3 64.0 34.9
Trade accounts receivable, net 922.3 1,243.2 1,409.3
Inventories 472.5 627.6 775.7
Prepaid expenses and other current assets 426.4 456.1 648.6
Total current assets 3,385.0 5,076.4 5,833.0
Property, plant and equipment, net 1,471.5 1,163.3 1,238.8
Intangible assets, net 3,641.3 3,344.3 3,002.4
Goodwill 5,037.4 5,037.4 5,100.1
Right of use operating assets — 204.0 223.1
Deferred tax assets 101.8 2,290.2 2,199.4
Other assets 294.9 429.0 506.2
Total assets 13,931.9 17,544.6 18,103.0
Liabilities and Stockholders’ Equity
Current Liabilities:
Accounts payable 698.2 74.0 118.6
Revolving Credit Facility 250.0 — —
Accrued expenses — 892.7 1,084.7
Current portion of long-term debt 93.8 126.7 142.4
Current portion of contingent consideration 97.6 — 114.9
Other current liabilities 34.4 100.9 164.1
Total current liabilities 1,174.0 1,194.3 1,624.7
Long-term debt, less current portion 2,501.7 2,375.0 2,419.6
Contingent consideration 183.2 192.4 299.4
Facility lease obligations 361.0 — —
Deferred tax liabilities 391.1 2,081.4 1,632.2
Noncurrent operating lease liabilities — 164.1 177.1
Other liabilities 155.6 265.6 298.8
Total liabilities 4,766.6 6,272.8 6,451.8
Commitments and contingencies (Note 11)
Stockholders’ Equity:
Common stock, $.0001 par value; 290.0 shares authorized; 236.2, 237.8 and 240.9 shares
issued at 2018, 2019 and 2020 respectively — — —
Additional paid-in capital 8,539.1 8,804.7 9,152.9
Treasury stock, at cost, 12.7, 16.5 and 21.4 shares at 2018, 2019 and 2020 respectively (1,689.9) (2,105.9) (2,620.3)
Accumulated other comprehensive loss 9.7) (66.8) (124.6)
Retained earnings 2,325.8 4,639.8 5,243.2
Total stockholders’ equity 9,165.3 11,271.8 11,651.2
Total liabilities and stockholders’ equity 13,931.9 17,544.6 18,103.0

Source: Consolidated Balance Sheet as per annual reports for 2018, 2019 and 2020.

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statement of Operations

FY18 FY19 FY20
$m Actual Actual Actual
Revenue
Net product sales 4,130.1 4,990.0 6,069.1
Other revenue 1.1 1.1 0.8
Total revenues 4,131.2 4,991.1 6,069.9
Costs and expenses:
Cost of sales (exclusive of amortization of purchased intangible assets) (374.3) (394.5) (553.5)
Research and development (730.4) (886.0) (1,002.9)
Selling, general and administrative (1,111.8) (1,261.1) (1,399.9)
Acquired in-process research and development (1,183.0) 4.1 —
Amortization of purchased intangible assets (320.1) (309.6) (253.7)
Change in fair value of contingent consideration (116.5) (11.6) (61.2)
Acquisition-related costs — — (117.6)
Restructuring expenses (25.5) (12.0) (10.3)
Impairment of intangible assets — — (2,053.3)
Gain on sale of asset — — 14.8
Total costs and expenses (3,861.6) (2,870.7) (5,437.6)
Operating income 269.6 2,120.4 632.3
Other income and expense:
Investment income, net 65.3 100.3 44.7
Interest expense (98.2) (77.8) (104.7)
Other income and (expense) 5.5 35.9 3.3)
Income before income taxes 242.2 2,178.8 569.0
Income tax (benefit) expense (164.6) 225.5 34.4
Net income 77.6 2,404.3 603.4
Other comprehensive income (loss), net of tax:
Foreign currency translation (0.5) (1.0) 5.7
Unrealized gains (losses) on debt securities (0.5) 0.2 0.1
Unrealized (losses) gains on pension obligation 2.2 (6.6) (1.0)
Unrealized (losses) gains on hedging activities, net of tax (benefit) expense of $7.3, $(14.5)
and $(18.8) respectively 23.5 (49.7) (62.6)
Other comprehensive (loss) income, net of tax 24.7 (57.1) (57.8)
Comprehensive income 102.3 2,347.2 545.6
Memo:
Earnings per common share
Basic 0.35 10.77 2.74
Diluted 0.35 10.70 2.72
Shares used in computing earnings per common share
Basic 222.7 223.3 220.1
Diluted 224.5 224.8 222.0

Source: Consolidated Statement of Operations as per Form 10K 2021.

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Comprehensive Income

FY18 FY19 FY20
$’m Actual Actual Actual
Net income 77.6 2,404.3 603.4
Other comprehensive income (loss), net of tax:
Foreign currency translation (0.5) (1.0) 5.7
Unrealized gains (losses) on debt securities (0.5) 0.2 0.1
Unrealized (losses) gains on pension obligation 2.2 (6.6) (1.0)
Unrealized (losses) gains on hedging activities, net of tax (benefit) expense of $7.3, $(14.5)
and $(18.8) respectively 23.5 (49.7) (62.6)
Other comprehensive (loss) income, net of tax 24.7 (57.1) (57.8)
Comprehensive income 102.3 2,347.2 545.6

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Changes in Stockholders’ Equity

Accumulated
C Stock Additional Treasury Stock Other Total
Shares Paid-in at Cost Comprehensive Retained Stockholders’
$’m Issued Amount Capital Shares Amount Income (Loss) Earnings Equity
Balances, December 31, 2017 234.3 8,290.3 12.0 (1,604.9) (34.4) 2,242.1 8,893.1
Repurchase of common stock — — 0.7 (85.0) — — (85.0)
Issuance of common stock under stock
option and stock purchase — — — — — — —
Plans 0.6 47.6 — — — — 47.6
Issuance of restricted common stock 1.3 (0.3) — — — — (0.3)
Share-based compensation expense — 201.5 — — — — 201.5
Net income — — — — — 77.6 77.6
Other comprehensive income — — — — 24.7 — 24.7
Adoption of new accounting standards — — — — 6.1 6.1
Balances, December 31, 2018 236.2 8,539.1 12.7 (1,689.9) 9.7) 2,325.8 9,165.3
Repurchase of common stock — 3.8 (416.0) — — (416.0)
Issuance of common stock under stock
option and stock purchase — — — — — — —
Plans 0.4 29.9 — — — — 29.9
Issuance of restricted common stock 1.2 — — — — — —
Share-based compensation expense — 235.7 — — — — 235.7
Net income — — — — — 2,404.3 2,404.3
Other comprehensive loss — — — — (57.1) — (57.1)
Adoption of new accounting standards — — — — — (90.3) (90.3)
Balances, December 31, 2019 237.8 8,804.7 16.5 (2,105.9) (66.8) 4,639.8 11,271.8
Repurchase of common stock — — 4.9 (510.8) — — (510.8)
Issuance of common stock under stock
option and stock purchase — — — — — — —
Plans 0.9 60.2 — — — — 60.2
Issuance of restricted common stock 2.2 — — — — — —
Share-based compensation expense — 280.8 — (3.6) — — 277.2
Portola replacement equity awards
attributable to the pre-combination period — 7.2 — — — — 7.2
Net income — — — — — 603.4 603.4
Other comprehensive loss — — — — (57.8) — (57.8)
Balances, December 31, 2020 240.9 9,152.9 214 (2,620.3) (124.6) 5,243.2 11,651.2
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Consolidated Statements of Cash Flows

FY18 FY19 FY20
$’m Actual Actual Actual
Cash flows from operating activities:
Net income 77.6 2,404.3 603.4
Adjustments to reconcile net income to net cash flows from operating activities:
Depreciation and amortization 405.3 376.8 329.4
Impairment of intangible assets 13.5 — 2,053.3
Change in fair value of contingent consideration 116.5 11.6 61.2
Payments of contingent consideration — (100.0) —
Share-based compensation expense 203.0 237.0 281.1
Non-cash expense for acquired IPR&D 64.6 — —
Deferred tax (benefit) expense 32.9 (455.4) (283.4)
Unrealized foreign currency (gain) loss 4.8 (2.1) (5.2)
Unrealized loss (gain) on forward contracts (15.8) (16.5) 6.4
Unrealized loss (gain) on strategic equity investments (40.2) (26.9) 3.0
Gain on sale of strategic equity investments — (32.8) —
Gain on sale of asset — — (14.8)
Gain on modification of purchase option — (32.0) —
Gain on derecognition of Portola strategic equity investment — — (29.7)
Inventory obsolescence charge 20.5 3.3 27.5
Other (2.0) (2.7) 4.5
Changes in operating assets and liabilities, excluding the effect of acquisitions:
Accounts receivable (208.8) (319.2) (139.4)
Inventories (35.2) (160.2) 95.0
Prepaid expenses, right of use operating assets and other assets (155.6) (31.0) (111.9)
Accounts payable, accrued expenses, lease liabilities and other liabilities (55.1) 230.7 122.5
Net cash provided by operating activities 426.0 2,084.9 3,002.9
Cash flows from investing activities:
Purchases of available-for-sale debt securities (782.7) (80.2) (19.4)
Proceeds from maturity or sale of available-for-sale debt securities 1,473.5 222.2 184.2
Purchases of mutual funds related to nonqualified deferred compensation plan (12.1) (17.6) (19.7)
Proceeds from sale of mutual funds related to nonqualified deferred compensation plan 12.3 14.7 12.1
Purchases of property, plant and equipment (213.0) (154.7) (106.7)
Payments for acquisitions of businesses, net of cash and restricted cash acquired — — (2,111.9)
Purchases of strategic equity investments and options (10.3) (73.3) (38.1)
Proceeds from sale of strategic equity investments — 114.7 —
Purchases of intangible assets — (16.0) —
Other 2.8 (0.1) —
Net cash (used in) provided by investing activities 470.5 9.7 (2,099.5)
Cash flows from financing activities:
Proceeds from revolving credit facility 250.0 — —
Payments on revolving credit facility — (250.0) —
Payments on term loan (293.8) (98.0) (130.6)
Repurchase of common stock (85.0) (416.0) (510.8)
Net proceeds from issuance of stock under share-based compensation arrangements 47.3 29.9 58.7
Other (20.9) (5.0) (29.2)
Net cash used in financing activities (102.4) (739.1) (611.9)
Effect of exchange rate changes on cash and cash equivalents and restricted cash (11.2) 0.8 19.5
Net change in cash and cash equivalents and restricted cash 782.9 1,356.3 311.0
Cash and cash equivalents and restricted cash at beginning of period 584.4 1,367.3 2,723.6
Cash and cash equivalents and restricted cash at end of period 1,367.3 2,723.6 3,034.6

The accompanying notes are an integral part of these consolidated financial statements.
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FY18 FY19 FY20

$’m Actual Actual Actual
Supplemental cash flow disclosures:

Cash paid for interest (net of amounts capitalized) 99.9 72.6 90.9
Cash paid for income taxes 248.9 187.9 163.9
Supplemental non-cash disclosures from investing and financing activities:

Fair value of strategic investment and purchase option acquired, less upfront cash paid — 75.0 —
Operating ROU lease assets obtained in exchange for operating lease liabilities 31.6 27.5 —
Capitalization of construction costs related to facility lease obligations — — 44.8
Accounts payable and accrued expenses for purchases of property, plant and equipment

and intangible assets 14.9 13.3 214
Contingent consideration issued in acquisition 155.0 — —
Fair value of equity shares in Portola settled at closing of the acquisition 47.8 — —
Fair value of replacement equity awards issued to Portola employees attributable to the

pre-combination period 7.2 — —
Exchange of intellectual property rights for equity shares in Inozyme 14.8 — —

The following provides a reconciliation of cash and cash equivalents and restricted cash reported within the consolidated balance sheets to the total of such
amounts shown in the consolidated statement of cash flows:

FY18 FY19 FY20
$’m Actual Actual Actual
Cash and cash equivalents 1,365.5 2,685.5 2,964.5
Restricted cash included in other current assets 0.1 37.8 70.0
Restricted cash included in other noncurrent assets 1.7 0.3 0.1
Total cash and cash equivalents and restricted cash reported in the consolidated
statement of cash flows 1,367.3 2,723.6 3,034.6

Amounts included in restricted cash primarily represent funds placed in escrow as a result of the judicial order issued by the Federal Court of Canada
related to SOLIRIS pricing (Note 11, Commitments and Contingencies).

The accompanying notes are an integral part of these consolidated financial statements.
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Notes to the Consolidated Historical Financial Information (amounts in millions, except per share amounts)
1.  Business Overview and Summary of Significant Accounting Policies
Business

Alexion Pharmaceuticals, Inc. (Alexion, the Company, we, our or us) is a global biopharmaceutical company focused on serving patients and families
dffected by rare diseases and devastating conditions through the discovery, development and commercialization of life-changing medicines.

As a leader in rare diseases for more than 25 years, Alexion has developed and commercializes two approved complement inhibitors to treat patients with
paroxysmal nocturnal hemoglobinuria (PNH) and atypical hemolytic uremic syndrome (aHUS), as well as the first and only approved complement
inhibitor to treat anti- acetylcholine receptor (AChR) antibody-positive generalized myasthenia gravis (gMG) and neuromyelitis optica spectrum disorder
(NMOSD) in patients who are anti-aquaporin-4 (AQP4) antibody positive. Alexion also has two highly innovative enzyme replacement therapies and the
first and only approved therapies for patients with life-threatening and ultra-rare metabolic disorders, hypophosphatasia (HPP) and lysosomal acid lipase
deficiency (LAL-D). With the acquisition of Portola Pharmaceuticals, Inc. (Portola) in July 2020, we added the first and only approved Factor Xa inhibitor
reversal agent for patients treated with rivaroxaban or apixaban when reversal of anticoagulation is needed due to life-threatening or uncontrolled
bleeding.

In addition to our marketed therapies, we have a diverse pipeline resulting from internal innovation and business development. Alexion focuses its research
efforts on novel molecules and targets in the complement cascade and its development efforts on the core therapeutic areas of hematology, nephrology,
neurology, metabolic disorders, cardiology, ophthalmology and acute care. We were incorporated in 1992 under the laws of the State of Delaware.

Merger Agreement with AstraZeneca

On December 12, 2020, we entered into an Agreement and Plan of Merger (the Merger Agreement) with AstraZeneca PLC, a public limited company
incorporated under the laws of England and Wales (AstraZeneca), Delta Omega Sub Holdings Inc., a Delaware corporation and a wholly owned
subsidiary of AstraZeneca (Bidco), Delta Omega Sub Holdings Inc. 1, a Delaware corporation and a direct, wholly owned subsidiary of Bidco (Merger Sub
I) and Delta Omega Sub Holdings LLC 2, a Delaware limited liability company and a direct, wholly owned subsidiary of Bidco (Merger Sub II). The
Merger Agreement provides, among other things, that subject to the satisfaction or waiver of the conditions set forth therein (1) Merger Sub I will merge
with and into Alexion (the “First Merger”), with Alexion surviving the First Merger as a wholly owned subsidiary of Bidco, and (2) immediately following
the effective time of the First Merger (the Effective Time), Alexion will merge with and into Merger Sub II (the Second Merger and, together with the First
Merger, the Mergers), with Merger Sub II surviving the Second Merger as a wholly owned subsidiary of Bidco and an indirect wholly owned subsidiary of
AstraZeneca.

Under the Merger Agreement, at the Effective Time (as defined in the Merger Agreement), each share of common stock, par value $0.0001 per share, of
Alexion issued and outstanding immediately prior to the Effective Time (other than certain excluded shares as described in the Merger Agreement) will be
converted into the right to receive (1) 2.1243 American depositary shares of AstraZeneca (or, at the election of the holder thereof, a number of ordinary
shares of AstraZeneca equal to the number of underlying ordinary shares represented by such American depositary shares) and (2) $60.00 in cash, without
interest (collectively, the Merger Consideration).

The boards of directors of both companies have unanimously approved the acquisition.

The respective obligations of Alexion and AstraZeneca to consummate the transactions contemplated by the Merger Agreement are subject to the
satisfaction or waiver of a number of customary conditions, including: (1) the adoption of the Merger Agreement by Alexion’s stockholders; (2) approval of
the transactions contemplated by the Merger Agreement by AstraZeneca’s shareholders; (3) the absence of any law or order prohibiting consummation of
the Mergers; (4) AstraZeneca’s registration statement on Form F-4 having been declared effective by the Securities and Exchange Commission;
(5) AstraZeneca’s shareholder circular (or, if required, prospectus) having been approved by the U.K. Financial Conduct Authority; (6) the American
depository shares of AstraZeneca issuable in the Mergers (and the ordinary shares of AstraZeneca represented thereby) having been approved for listing on
the Nasdaq; (7) the expiration or early termination of the applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended, and the approval of the Mergers under the antitrust and foreign investment laws of other specified jurisdictions; (8) accuracy of the other party’s
representations and warranties, subject to certain materiality standards set forth in the Merger Agreement and (9) compliance by the other party in all
material respects with such other party’s obligations under the Merger Agreement.
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Without limiting the generality of the foregoing, we are subject to a variety of specified restrictions under the Merger Agreement. Unless we obtain
AstraZeneca’s prior written consent (which consent may not be unreasonably withheld, conditioned or delayed) and except (i) as required or expressly
contemplated by the Merger Agreement, (ii) as required by applicable law or (iii) as set forth in the confidential disclosure schedule delivered by Alexion to
AstraZeneca, we may not, among other things and subject to certain exceptions and aggregate limitations, incur additional indebtedness, issue additional
shares of our common stock outside of our equity incentive plans, repurchase our common stock, pay dividends, acquire assets, securities or property,
dispose of businesses or assets, enter into material contracts or make certain additional capital expenditures.

Under the Merger Agreement, Alexion will be required to make a payment to AstraZeneca equal to $1,180.0 if the Merger Agreement is terminated in
certain circumstances, including because the Alexion board of directors has changed its recommendation in favor of the Mergers or we terminated the
Merger Agreement in order to enter into an agreement providing for a Company Superior Proposal (as defined in the Merger Agreement), and Alexion will
be required to make a payment to AstraZeneca equal to $270.0 if the Merger Agreement is terminated because Alexion’s stockholders fail to adopt the
Merger Agreement. AstraZeneca will be required to make a payment to Alexion equal to $1,415.0 if the Merger Agreement is terminated in certain
circumstances, including because the AstraZeneca board of directors has changed its recommendation in favor of the Mergers or because AstraZeneca’s
shareholders fail to approve the transactions contemplated by the Merger Agreement.

The acquisition is expected to close during the third quarter 2021, and upon completion, Alexion stockholders will own approximately 15.0% of the
combined company.

Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statements include the accounts of Alexion and its wholly owned subsidiaries. All intercompany balances and
transactions have been eliminated in consolidation. For each of our business combinations, all of the assets acquired, and liabilities assumed were
recorded at their respective fair values as of the date of acquisition, and their results of operations are included in the consolidated financial statements
from the date of acquisition.

Use of Estimates

Preparation of the consolidated financial statements in conformity with U.S. GAAP requires us to make estimates, judgments and assumptions that may
dffect the reported amounts of assets, liabilities, revenues, expenses and disclosure of contingent liabilities in our consolidated financial statements.

Due to the COVID-19 pandemic, there has been uncertainty and disruption in the global economy and financial markets. The full extent to which the
COVID-19 pandemic will directly or indirectly impact our business, results of operations and financial condition, including sales, expenses, reserves and
allowances, manufacturing, clinical trials, research and development costs and employee-related amounts, will depend on future developments that are
highly uncertain. We are not aware of any specific event or circumstance that would require an update to our estimates, judgments and assumptions or a
revision of the carrying value of our assets or liabilities as of February 8, 2021, the date of issuance of the Annual Report on Form 10-K. These estimates
may change, as new events occur, and additional information is obtained. Actual results may differ from these estimates under different assumptions or
conditions and such differences may be material.

Dividend Policy

We have never paid a cash dividend on shares of our stock. We currently intend to retain our earnings to finance future operations and do not anticipate
paying any cash dividends on our stock in the foreseeable future.

Critical Accounting Estimates

The preparation of our consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted in the
U.S., requires us to make estimates, judgments and assumptions that may affect the reported amounts of assets, liabilities, revenues, expenses and related
disclosure of contingent assets and liabilities in our financial statements. We believe the most complex judgments result primarily from the need to make
estimates about the effects of matters that are inherently uncertain and are significant to our consolidated financial statements. We base our estimates on
historical experience and on various other assumptions that we believe are reasonable, the results of which form the basis for making judgments about the
carrying values of assets and liabilities. We evaluate our estimates, judgments and assumptions on an ongoing basis. Actual results may differ from these
estimates under different assumptions or conditions and such differences may be material.
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The most significant areas involving estimates, judgments and assumptions used in the preparation of our consolidated financial statements are as follows:
. Revenue recognition;

. Contingent liabilities;

. Share-based compensation;

. Valuation of acquired assets, including goodwill, intangible assets and inventory;

. Valuation of contingent consideration; and

. Income taxes.

Foreign Currency Translation

The financial statements of our subsidiaries with functional currencies other than the U.S. dollar are translated into U.S. dollars using period-end
exchange rates for assets and liabilities, historical exchange rates for stockholders’ equity and weighted average exchange rates for operating results.
Translation gains and losses are included in accumulated other comprehensive income (loss), net of tax, in stockholders’ equity. Foreign currency
transaction gains and losses are included in the results of operations in other income and expense.

Cash and Cash Equivalents

Cash and cash equivalents are stated at cost plus accrued interest, which approximates fair value, and include short-term highly liquid investments with
original maturities of three months or less. As of December 31, 2020, 2019 and 2018, cash equivalents were comprised of money market funds and other
debt securities with maturities less than three months from the date of purchase.

Fair Value of Financial Instruments

The carrying amounts reflected in the consolidated balance sheets for cash and cash equivalents, accounts receivable, other assets, accounts payable,
accrued expenses and other liabilities approximate fair value due to their short-term maturities. Our marketable securities are valued based upon pricing
of securities with similar investment characteristics and holdings. Our mutual fund investments and equity securities are valued based on quoted market
prices in active markets with no valuation adjustment. Investments in equity securities of publicly traded companies which are subject to holding period
restrictions are carried at fair value using an option pricing valuation model and observable market inputs such as the historical volatility of similar
companies and risk-free interest rates. Our derivative financial instruments are measured at fair value using observable market inputs such as forward
rates, interest rates, our own credit risk and our counterparties’ credit risks. Our credit agreement and royalty-based debt obligations are recorded at
historical cost, which approximates fair value. Our contingent consideration liabilities related to our acquisitions and derivative liabilities associated with
certain option agreements are valued based on various estimates, including probability of success, estimated revenues, discount rates and amount of time
until the conditions of the milestone payments are met.

Marketable Securities

We invest our excess cash balances in marketable securities of highly rated financial institutions and investment-grade debt instruments. We seek to
diversify our investments and limit the amount of investment concentrations for individual institutions, maturities and investment types. We classify
marketable debt securities as available-for-sale and, accordingly, record such securities at fair value. We classify these securities as current assets as these
investments are intended to be available to the Company for use in funding current operations.

Credit losses related to our available-for-sale debt securities are recorded through an allowance for credit losses within operating results and are limited to

the amount by which the carrying value of the security exceeds its fair value. Unrealized gains and losses on our marketable debt securities related to
interest rate changes and other factors are included in accumulated other comprehensive income (loss) as a separate component of stockholders’ equity.
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We sponsor a nonqualified deferred compensation plan which allows certain highly compensated employees to elect to defer income to future periods.
Participants in the plan earn a return on their deferrals based on several investment options, which mirror returns on underlying mutual fund investments.
We choose to invest in the underlying mutual fund investments to offset the liability associated with our nonqualified deferred compensation plan. These
mutual fund investments are valued at net asset value per share and are carried at fair value with gains and losses included in investment income. The
changes in the underlying liability to the employee are recorded in operating expenses.

Accounts Receivable

Our standard credit terms vary based on the country of sale and range from 30 to 120 days and all arrangements are payable within one year of the
transfer of the product. Our consolidated average days’ sales outstanding ranges from 70 to 80 days which was 60 to 70 days in 2018. We evaluate the
creditworthiness of customers on a regular basis. The length of time from sale to receipt of payment in certain countries exceeds our credit terms. In
countries in which collections from customers extend beyond normal payment terms, we seek to collect interest. We record interest on customer receivables
as interest income when collected. We monitor economic conditions and calculate allowances for estimated credit losses on our trade accounts receivable
on a quarterly basis using an expected loss model. We assess whether collectability is probable at the time of sale and on an ongoing basis. We use
judgment as to our ability to collect outstanding receivables and provide allowances for the portion of receivables if and when collection becomes doubtful.
As of December 31, 2020, 2019 and 2018, allowances on receivables were not material.

Concentration of Credit Risk

Financial instruments that potentially expose the Company to concentrations of credit risk are limited to cash equivalents, marketable securities, accounts
receivable and our foreign exchange derivative contracts. We invest our cash reserves in money market funds or high quality marketable debt securities in
accordance with our investment policy. The stated objectives of our investment policy are to preserve capital, provide liquidity consistent with forecasted
cash flow requirements, maintain appropriate diversification and generate returns relative to these investment objectives and prevailing market conditions.

As of December 31, 2020, four customers accounted for 66.8% of the accounts receivable balance, with these individual customers ranging from 11.7% to
22.1% of the accounts receivable balance. As of December 31, 2019, four customers accounted for 66.9% of the accounts receivable balance, with these
individual customers ranging from 11.6% to 20.3% of the accounts receivable balance. At December 31, 2018, three customers accounted for 48.7% of the
accounts receivable balance, with these individual customers ranging from 14.0% to 19.1% of the accounts receivable balance.

For the year ended December 31, 2020, three customers accounted for 47.4% of our product sales, with these individual customers ranging from 14.7% to
16.7% of our product sales. For the year ended December 31, 2019, four customers accounted for 56.4% of our product sales, with these individual
customers ranging from 10.0% to 16.8% of our product sales. For the year ended December 31, 2018, four customers accounted for 50.3% of our product
sales, with these individual customers ranging from 10.0% to 16.4% of our product sales. No other customers accounted for more than 10.0% of accounts
receivable or net product sales.

We continue to monitor economic conditions, including volatility associated with international economies and the associated impacts on the financial
markets and our business. We disaggregate our trade accounts receivable population into pools of similar risk characteristics based on underlying
customer type and geographical location and assess current expected credit loss allowances based on available information. Substantially all of our
accounts receivable are due from wholesale distributors, public hospitals and other government entities. We monitor the financial performance of our
customers so that we can appropriately respond to changes in their credit worthiness. We operate in certain jurisdictions where weakness in economic
conditions can result in extended collection periods. To date, we have not experienced any significant losses with respect to collection of our accounts
receivable.
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Inventories

Inventories are stated at the lower of cost or net realizable value. Cost is determined in a manner that approximates average costs. The components of
inventory are as follows:

FY18 FY19 FY20
$’m Actual Actual Actual
Raw materials 314 41.2 91.2
Work-in-process 90.4 180.8 260.8
Finished goods 350.7 405.6 510.3
Total 472.5 627.6 862.3
Balance sheet classification:
Inventories 472.5 627.6 775.7
Other assets — — 86.6

Total inventories include ANDEXXA inventory acquired in connection with the July 2, 2020 Portola acquisition, but exclude acquired ANDEXXA
validation batches of $60.9 that were manufactured under processes which are subject to regulatory approval. The acquired ANDEXXA inventory includes
the acquisition-date fair value step-up, which is expensed within cost of sales as the inventory is sold to customers. For additional information on our
acquisition of Portola, please refer to Note 2, Acquisitions.

We classify our inventory costs as long-term when we expect to utilize the inventory beyond our normal operating cycle and include these costs in other
assets in our consolidated balance sheets. Inventories classified as long-term relate to ANDEXXA inventory, including inventory acquired in connection
with the Portola acquisition.

Capitalization of Inventory Costs

We capitalize inventory produced for commercial sale, which may include costs incurred for certain products awaiting regulatory approval, or for
inventory produced at new production facilities, when management considers it probable that the pre-approval inventories will be saleable. We capitalize
inventory produced in preparation of product launches sufficient to support estimated initial market demand. Capitalization of such inventory begins when
we have (i) obtained positive results in clinical trials that we believe are necessary to support regulatory approval, (ii) concluded that uncertainties
regarding regulatory approval of the product and facilities have been sufficiently reduced, and (iii) determined that the inventory has probable future
economic benefit. In evaluating whether these conditions have been met, we consider clinical trial results for the underlying product candidate, results from
meetings with regulatory authorities, the compilation of the regulatory application, and how far a facility has progressed along the approval process. If we
are aware of any material risks or contingencies outside of the standard regulatory review and approval process, or if there are any specific negative issues
identified relating to the safety, efficacy, manufacturing, marketing or labeling of the product that would have a significant negative impact on its future
economic benefits, the related inventory would not be capitalized. As of December 31, 2020, and 2019, the carrying value of inventory at unapproved
production facilities was $39.8 and $60.5, respectively while we had no inventory capitalized for products awaiting regulatory approvals as of
December 31, 2018. We also capitalize costs associated with technology transfer, including engineering and validation activities, to our external CMO’s
within prepaid expenses and other current assets and other assets in our consolidated balance sheets. Upon regulatory approval, saleable inventory
produced during the validation process is reclassified to inventory and expensed to cost of goods sold as the product is sold. Any costs associated with non-
saleable inventory will remain in prepaid expenses and other current assets and other assets in our consolidated balance sheets and will be amortized to
costs of goods sold over the remaining life of the contract.

Products that have been approved by the U.S. Food and Drug Administration (FDA) or other regulatory authorities are also used in clinical programs to
assess the safety and efficacy of the products for usage in diseases that have not been approved by the FDA or other regulatory authorities. The form of the
products utilized for both commercial and clinical programs is identical and, as a result, the inventory has an “alternative future use” as defined in
authoritative guidance. Raw materials and purchased drug product associated with clinical development programs are included in inventory and charged
to research and development expense when the product enters the research and development process and no longer can be used for commercial purposes
and, therefore, does not have an “alternative future use”.
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For products which are under development and have not yet been approved by regulatory authorities, purchased drug product is charged to research and
development expense upon delivery. Delivery occurs when the inventory passes quality inspection and ownership transfers to us. Nonrefundable advance
payments for research and development activities, including production of purchased drug product, are deferred and capitalized until the goods are
delivered. We also recognize expense for raw materials purchased for developmental purposes when the raw materials pass quality inspection and we have
an obligation to pay for the materials.

Inventory Write-Offs

We analyze our inventory levels to identify inventory that may expire prior to sale, inventory that has a cost basis in excess of its estimated realizable value,
or inventory in excess of expected sales requirements. Although the manufacturing of our products are subject to strict quality control, certain batches or
units of product may no longer meet quality specifications or may expire, which requires adjustments to our inventory values. We also apply judgment
related to the results of quality tests that we perform throughout the production process, as well as our understanding of regulatory guidelines, to determine
if it is probable that inventory will be saleable. These quality tests are performed throughout the pre-and post-production process, and we continually
gather additional information regarding product quality for periods after the manufacture date. Our products currently have a maximum estimated life
ranging from 36 to 48 months, and based on our sales forecasts, we expect to realize the carrying value of our inventory. In the future, reduced demand,
quality issues or excess supply beyond those anticipated by management may result in a material adjustment to inventory levels, which would be recorded
as an increase to cost of sales.

The determination of whether or not inventory costs will be realizable requires estimates by our management. A critical input in this determination is future
expected inventory requirements based on internal sales forecasts. We then compare these requirements to the expiry dates of inventory on hand. For
inventories that are capitalized in preparation of product launch, we also consider the expected approval date in assessing realizability. To the extent that
inventory is expected to expire prior to being sold, we will write down the value of inventory.

Derivative Instruments

We record the fair value of derivative instruments as either assets or liabilities on the balance sheet. The accounting for gains and losses resulting from
changes in fair value is dependent on the use of the derivative and whether it is designated and qualifies for hedge accounting.

All qualifying hedging activities are documented at the inception of the hedge and must meet the definition of highly effective in offsetting changes to future
cash. On a quarterly basis, we perform an assessment to confirm that outstanding hedges remain highly effective and continue to qualify for hedge
accounting. We record the fair value of the qualifying hedges in prepaid expenses and other current assets, other assets, other current liabilities and other
liabilities. All unrealized gains and losses on derivatives that are designated and qualify for hedge accounting are reported in other comprehensive income
(loss) and recognized when the underlying hedged transaction affects earnings. When the forecasted transaction occurs, this amount is reclassified into the
consolidated statement of operations and presented in the same financial statement line item as the hedged item.

Derivative instruments for which hedge accounting is not applied are recorded at fair value in prepaid expenses and other current assets and other current
liabilities. Unrealized gains and losses resulting from changes in the fair value of these derivatives are reported in other income and expense.

Property, Plant and Equipment

Property, plant and equipment are stated at cost and are depreciated on a straight-line basis over the estimated useful lives of the assets. We estimate
economic lives as follows:

e Building and improvements—fifteen to thirty-five years

*  Machinery and laboratory equipment—five to fifteen years
. Computer hardware and software—three to seven years

e Furniture and office equipment—five to ten years

Leasehold improvements and assets under financing lease arrangements are amortized over the lesser of the asset’s estimated useful life or the term of the
respective lease. Maintenance costs are expensed as incurred.

Construction-in-progress reflects amounts incurred for property, plant, or equipment construction or improvements that have not been placed in service.
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Assets held for Sale

We classify assets as held for sale when the following criteria are met: i) management, having the authority to approve the action, commits to a plan to sell
the asset, ii) the asset is available for immediate sale in its present condition subject only to terms that are usual and customary for sales of similar assets,
iii) an active program to locate a buyer and other actions required to complete the plan to sell the asset have been initiated, iv) the sale of the asset is
probable, and transfer of the asset is expected to qualify for recognition as a completed sale, within one year, v) the asset is being actively marketed for sale
at a price that is reasonable in relation to its current fair value, and vi) actions required to complete the plan indicate that it is unlikely that significant
changes to the plan will be made or that the plan will be withdrawn. Assets that are classified as held for sale are recorded at the lower of their carrying
value or their fair value less the costs to sell.

In the third quarter 2017, we announced our intention to close the Alexion Rhode Island Manufacturing Facility (ARIMF). In the fourth quarter 2017, we
met the criteria for assets held for sale and reclassified the ARIMF assets from property, plant and equipment to assets held for sale recorded within
prepaid expenses and other current assets. We subsequently sold ARIMF during the third quarter of 2018.

Leases

In February 2016, the FASB issued a new standard that requires lessees to recognize leases on-balance sheet and disclose key information about leasing
arrangements. We adopted the new standard on January 1, 2019 using the modified retrospective approach. Upon adoption of the new lease standard, on
January 1, 2019, we derecognized $472.8 of property, plant and equipment and other assets and $372.2 of facility lease obligations associated with
previously existing build-to suit arrangements. We capitalized right of use (ROU) assets of $326.1, inclusive of opening adjustments of $70.8 primarily
related to prepaid rent existing at transition, and $255.3 of lease liabilities, within our consolidated balance sheets upon adoption. At transition, we
recorded a decrease of $90.3 to retained earnings, net of tax, primarily related to our derecognition of previously recorded build-to-suit arrangements.

At the inception of an arrangement, we determine if an arrangement is, or contains, a lease based on the unique facts and circumstances present in that
arrangement. Lease classification, recognition, and measurement are then determined at the lease commencement date. For arrangements that contain a
lease we (i) identify lease and non-lease components, (ii) determine the consideration in the contract, (iii) determine whether the lease is an operating or
financing lease; and (iv) recognize lease ROU assets and liabilities. Lease liabilities and their corresponding ROU assets are recorded based on the
present value of lease payments over the expected lease term. The interest rate implicit in lease contracts is typically not readily determinable and as such,
we use our incremental borrowing rate based on the information available at the lease commencement date, which represents an internally developed rate
that would be incurred to borrow, on a collateralized basis, over a similar term, an amount equal to the lease payments in a similar economic environment.

Most leases include options to renew and, or, terminate the lease, which can impact the lease term. The exercise of these options is at our discretion and we
do not include any of these options within the expected lease term as we are not reasonably certain we will exercise these options. We have elected to
combine lease components (for example fixed payments including rent) with non-lease components (for example, non- dedicated parking and common-area
maintenance costs) on our real estate and commercial fleet asset classes. We separate lease and non-lease components on our embedded contract
manufacturing organization (CMO) arrangements. Lease and non-lease components on these CMO arrangements are determined based on an allocation
of the consideration in the contract to the embedded lease and non-lease components of the arrangement based on the relative standalone prices of these
components.

Fixed, or in substance fixed, lease payments on operating leases are recognized over the expected term of the lease on a straight-line basis, while fixed, or
in substance fixed, payments on financing leases are recognized using the effective interest method. Variable lease expenses that are not considered fixed,
or in substance fixed, are recognized as incurred. Fixed and variable lease expense on operating leases is recognized within operating expenses within our
consolidated statements of operations. Financing lease ROU asset amortization and interest costs are recorded within operating expenses and interest
expense, respectively, within our consolidated statements of operations. We have operating and financing leases for corporate offices, research and
development facilities, regional executive and sales offices, commercial fleet, and CMO embedded lease arrangements. We have elected the short-term
lease exemption and, therefore, do not recognize a ROU asset or corresponding liability for lease arrangements with an original term of 12 months or less.
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Operating leases are included in right of use operating assets, other current liabilities, and noncurrent operating lease liabilities in our consolidated
balance sheet as of December 31, 2020 and 2019. Financing leases are included in property, plant and equipment, other current liabilities, and other
liabilities in our consolidated balance sheet as of December 31, 2020 and 2019 and as Facility Lease Obligations for the year ending December 31, 2018.

Manufacturing Facilities

We capitalize costs incurred for the construction of facilities which support commercial manufacturing. We also capitalize costs related to validation
activities which are directly attributable to preparing the facility for its intended use, including engineering runs and inventory production necessary to
obtain approval of the facility from government regulators for the production of a commercially approved drug. When the facility is substantially complete
and ready for its intended use and regulatory approval for commercial production has been received, we will place the asset in service.

The production of inventory for preparing the facility for its intended use requires two types of production: engineering runs which are used for testing
purposes only and do not result in saleable inventory, and validation runs which are used for validating equipment and may result in saleable inventory.
The costs associated with inventory produced during engineering runs and normal production losses during validation runs are capitalized to fixed assets
and depreciated over the asset’s useful life. Saleable inventory produced during the validation process is initially recorded as a fixed asset; however, upon
regulatory approval, this inventory is reclassified to inventory and expensed in cost of goods sold as product is sold, or in research and development
expenses as product is utilized in R&D activities. Abnormal production costs incurred during the validation process are expensed as incurred.

Acquisitions

Business combinations are accounted for using the acquisition method of accounting. Under the acquisition method of accounting, the tangible and
intangible assets acquired, and the liabilities assumed are recorded as of the acquisition date at their respective fair values. We evaluate a business as an
integrated set of activities and assets that is capable of being conducted and managed for the purpose of providing a return in the form of dividends, lower
costs or other economic benefits and consists of inputs and substantive processes applied to those inputs that have the ability to contribute to the creation
of outputs. If substantially all of the fair value of gross assets acquired is concentrated in a single asset or group of similar identifiable assets, the assets do
not represent a business. In an acquisition of a business, the excess of the fair value of the consideration transferred over the fair value of the net assets
acquired is recorded as goodwill.

Acquisitions of assets or a group of assets that do not meet the definition of a business are accounted for as asset acquisitions using the cost accumulation
method, whereby the cost of the acquisition, including certain transaction costs, is allocated to the assets acquired on the basis of relative fair values. No
goodwill is recognized in an asset acquisition. Intangible assets that are acquired in an asset acquisition for use in research and development activities
which have an alternative future use are capitalized as in-process research and development (IPR&D). Acquired IPR&D which has no alternative future
use is recognized as research and development expense at acquisition. Contingent milestone payments associated with asset acquisitions are recognized
when probable and estimable. These amounts are expensed to research and development if there is no alternative future use associated with the asset or
capitalized as an intangible asset if alternative future use of the asset exists.

Our consolidated financial statements include the results of operations of an acquired business after the completion of the acquisition.

Contingent Consideration

We record contingent consideration resulting from a business combination at fair value on the acquisition date. On a quarterly basis, we revalue these
obligations and record increases or decreases in their fair value as an adjustment to operating earnings. Changes to contingent consideration obligations
can result from adjustments to discount rates, accretion of the liability due to the passage of time, changes in our estimates of the likelihood or timing of
achieving development or commercial milestones, changes in the probability of certain clinical events or changes in the assumed probability associated
with regulatory approval.

Intangible Assets

Our intangible assets generally consist of licensing rights, patents, purchased technology, acquired IPR&D and other intangibles. Intangible assets with

definite lives are amortized based on their pattern of economic benefit over their estimated useful lives and reviewed periodically for impairment.
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Intangible assets related to IPR&D projects are considered to be indefinite lived until the completion or abandonment of the associated research and
development efforts. During the period the assets are considered indefinite-lived, they will not be amortized but will be tested for impairment. Impairment
testing is performed at least annually or when a triggering event occurs that could indicate a potential impairment. If and when development is complete,
which generally occurs when regulatory approval to market a product is obtained, the associated assets are deemed finite-lived and are amortized over a
period that best reflects the economic benefits provided by these assets.

Goodwill

Goodwill represents the excess of purchase price over fair value of net assets acquired in a business combination and is not amortized. Goodwill is subject
to impairment testing at least annually or when a triggering event occurs that could indicate a potential impairment. We are organized and operate as a
single reporting unit and therefore the goodwill impairment test is performed using our overall market value, as determined by our traded share price,
compared to our book value of net assets.

Impairment of Long-Lived Assets

Our long-lived assets are primarily comprised of intangible assets, right of use assets and property, plant and equipment. We evaluate our finite-lived
intangible assets, right of use assets and property, plant and equipment for impairment whenever events or changes in circumstances indicate the carrying
value of an asset or group of assets is not recoverable. If these circumstances exist, recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset group to future undiscounted net cash flows expected to be generated by the asset group. If such assets are
considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of
the assets.

In addition, indefinite-lived intangible assets, comprised of IPR&D, are reviewed for impairment annually and whenever events or changes in
circumstances indicate that it is more likely than not that the asset is impaired by comparing the fair value to the carrying value of the asset.

If the carrying value of a finite-lived intangible asset is not recoverable, or if there is an indicator of impairment on an indefinite-lived intangible asset, we
will recognize an impairment in the amount by which the carrying value of the asset exceeds its fair value. We calculate the fair value of these assets using
discounted cash flow models which require the use of significant estimates and judgements which include, but are not limited to, timing and costs to
complete the in-process projects, timing and probability of success of clinical events or regulatory approvals, estimated future cash flows from product
sales resulting from completed products and in-process projects, tax rates and discount rates. Changes to assumptions used in our cash flow projections
could result in an impairment. Impairments are recorded within impairment of intangible assets in our consolidated statements of operations.

During the year-ended December 31, 2020, we recognized impairment charges of $2,053.3, related to a $2,042.3 impairment charge of our KANUMA
intangible asset and an impairment charge of $11.0 to write off the cost basis of our ACHN-4471 (ALXN2040) acquired in- process research and
development asset. Refer to Note 4, Intangible Assets and Goodwill, for additional information on the impairment charges recorded.

Other Investments

From time to time, we make strategic investments in equity securities of certain biotechnology companies which we acquire in connection with license and
option agreements. Our strategic investment portfolio may include equity securities in publicly traded companies, as well as investments in companies with
securities that are not publicly traded and where fair value is not readily available. These investments are included in other assets in our consolidated
balance sheets.

We record our investments in securities that are not publicly traded at cost, less impairments and also adjust the investment for any changes resulting from
an observable price change in an orderly transaction for identical or similar investments of the same issuer. We assess relevant transactions that occur on
or before the balance sheet date to identify observable price changes, and we regularly monitor these investments to evaluate whether there is an indication
that the investment is impaired, based on the implied value of recent company financings, public market prices of comparable companies, and general
market conditions.
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Our investments in equity securities in publicly traded companies which are unrestricted are reqgularly measured and carried at fair value and classified as
Level 1 equity securities within the fair value hierarchy. Investments in publicly traded companies which are subject to holding period restrictions are
carried at fair value using an option pricing valuation model and classified as Level 2 equity securities within the fair value hierarchy. The most significant
assumptions within the option pricing valuation model are the term of the restrictions and the stock price volatility, which is based upon the historical
volatility of the applicable company or similar companies.

Contingent Liabilities

We are currently involved in various claims and legal proceedings. On a quarterly basis, we review the status of each significant matter and assess its
potential financial exposure. If the potential loss from any claim, asserted or unasserted, or legal proceeding is considered probable and the amount can be
reasonably estimated, we accrue a liability for the estimated loss. Because of uncertainties related to claims and litigation, accruals are based on the best
information available at the time of our assessment including the legal facts and circumstances of the case, status of the proceedings, applicable law and
the likelihood of settlement, if any. On a periodic basis, as additional information becomes available, or based on specific events such as the outcome of
litigation or settlement of claims (and our offers of settlement), we may reassess the potential liability related to these matters and may revise these
estimates when facts and circumstances indicate the need for changes.

Treasury Stock

Treasury stock is accounted for using the cost method, with the purchase price of the common stock recorded separately as a deduction from stockholders’
equity.

Revenue Recognition

In May 2014, the FASB issued a comprehensive new standard which amends revenue recognition principles. We adopted the new standard on January 1,
2018 by applying the modified retrospective method to all contracts that were not completed as of that date. Under the new guidance, revenue is recognized
when a customer obtains control of promised goods or services, in an amount that reflects the consideration expected to be received in exchange for those
goods or services. Revenue is recognized through a five-step process: (i) identify the contract(s) with a customer; (ii) identify the performance obligations
in the contract; (iii) determine the transaction price; (iv) allocate the transaction price to the performance obligations in the contract; and (v) recognize
revenue when (or as) a performance obligation is satisfied. The Company only applies the five- step model to contracts when it is probable that the
Company will collect the consideration it is entitled to in exchange for the goods or services it transfers to the customer. At contract inception, the
Company assesses the goods or services promised within each contract and determines those that are performance obligations. Revenue is recognized for
the applicable performance element when each distinct performance obligation is satisfied.

Upon adoption of the new revenue recognition standard, on January 1, 2018, we reduced our deferred revenue balance by $10.4, with an offsetting
increase of $6.0 in retained earnings due to the cumulative impact of adopting this new standard. The impact to net product sales and net income for the
year ended December 31, 2018 was an increase of $5.3 and $4.8, respectively. The new standard also resulted in a decrease of $17.9 in deferred revenue
and an increase of $10.8 in retained earnings as of December 31, 2018. The adoption of the new revenue standard did not have a material impact on any
other balances within the consolidated financial statements as of and for the year ended December 31, 2018. The adoption of the new standard did not
significantly change our accounting policies.

Nature of Products

Our principal source of revenue is product sales. Our contracts with customers generally contain a single performance obligation and we recognize
revenue from product sales when we have satisfied our performance obligation by transferring control of the product to our customers. Control of the
product generally transfers to the customer upon delivery. In certain countries, we sell to distributors on a consignment basis and record revenue when
control of the product transfers to the customer upon sale to the end user.

Our customers are primarily comprised of distributors, pharmacies, hospitals, hospital buying groups, and other healthcare providers. In some cases, we
may also sell to governments and government agencies. In addition to sales in countries where our products are commercially available, we have also
recorded revenue on sales for patients receiving treatment through named-patient programs. The relevant authorities or institutions in those countries have
agreed to reimburse for product sold on a named-patient basis where our products have not received final approval for commercial sale.
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Revenue is recognized at the amount to which we expect to be entitled in exchange for the sale of our products. This amount includes both fixed and
variable consideration and excludes amounts that are collected from customers and remitted to governmental authorities, such as value-added taxes in
foreign jurisdictions. Shipping and handling costs associated with outbound freight after control of a product has transferred to our customers are
accounted for as a fulfillment cost and are included in operating expenses. The cost for any shipping and handling activities (including customs clearance
activities) associated with transactions for which revenue has been recognized are accrued if not completed before the respective period end.

The timing between the recognition of revenue for product sales and the receipt of payment is not significant. Our standard credit terms, which vary based
on the country of sale, range from 30 to 120 days and all arrangements are payable within one year of the transfer of the product. We do not assess
whether a contract has a significant financing component if the expectation at contract inception is such that the period between the transfer of the
promised good to the customer and receipt of payment will be one year or less.

Variable Consideration

We pay distribution fees to our distributors and offer rebates and/or discounts or enter into volume-based reimbursement arrangements with certain
customers. We reduce the transaction price on our sales for these amounts. For variable amounts, we estimate the amount of consideration to which we
expect to be entitled based on all available historic, current and forecast information. We primarily use the expected value method to estimate variable
payments and, in limited circumstances, will apply the most likely method based on the type of variable consideration and what method better predicts the
amount of consideration we expect to be entitled to. Consideration that is received from a customer that we expect will need to be refunded in the future is
recorded as a refund liability to the customer within accrued expenses. Actual amounts of consideration ultimately received or refunded may differ from our
estimates. If actual results in the future vary from our estimates, we adjust these estimates, which would daffect net product sales and earnings in the period
such variances become known.

Variability in the transaction price for our products pursuant to our contracts with customers primarily arises from the following:

Discounts and Rebates: We offer discounts and rebates to certain distributors and customers under our arrangements. In many cases, these amounts are
fixed at the time of sale and the transaction price is reduced accordingly. We also provide for rebates under certain governmental programs, including
Medicaid in the U.S. and other programs outside the U.S., which are payable based on actual claim data. We estimate these rebates based on an analysis of
historical claim patterns and estimates of customer mix to determine which sales will be subject to rebates and the amount of such rebates. We update our
estimates and assumptions each period and record any necessary adjustments, which may have an impact on revenue in the period in which the adjustment
is made. Generally, the length of time between product sale and the processing and reporting of the rebates is three to six months.

Volume-Based Arrangements: We have entered into volume-based arrangements with governments in certain countries and other customers in which
reimbursement is limited to a contractual amount. Under this type of arrangement, amounts billed in excess of the contractual limitation are repaid to the
customer as a rebate. We estimate incremental discounts resulting from these contractual limitations, based on forecasted sales during the limitation
period, and we apply the discount percentage to product shipments as a reduction of revenue. Our calculations related to these arrangements require
estimation of sales during the limitation period, and adjustments in these estimates may have a material impact in the period in which these estimates
change.

Distribution & Other Fees: We pay distribution and other fees to certain customers in connection with the sales of our products. We record distribution and
other fees paid to our customers as a reduction of revenue, unless the payment is for a distinct good or service from the customer and we can reasonably
estimate the fair value of the goods or services received. If both conditions are met, we record the consideration paid to the customer as an operating
expense. These costs are typically known at the time of sale, resulting in minimal adjustments subsequent to the period of sale.

Product Returns: Our contracts with customers for ULTOMIRIS, SOLIRIS, STRENSIQ, and KANUMA generally provide for returns only if the product is
damaged or defective upon delivery. Because of factors such as the price of our products, the limited number of patients, the short period from product sale
to patient infusion and limited contractual return rights for SOLIRIS, ULTOMIRIS, STRENSIQ and KANUMA, our customers often carry limited inventory.
Our contracts with customers for ANDEXXA generally provide for returns if the product is damaged or defective upon delivery and if the product is within
an eligible expiry window. While ANDEXXA inventory on hand is also limited, there may be a longer period from product sale to patient use and a greater
risk of return for product expiry. We assess our sales transactions and arrangements with customers and monitor inventory within our sales channels to
determine whether a provision for returns is warranted and a resulting adjustment to the transaction price is necessary. This assessment is based on
historical experience and assumptions as of the date of sale and changes in these estimates could have an impact in the period in which the change occurs.

54




The amount of variable consideration included in the transaction price is constrained by the amount that is probable will not result in a significant reversal
of revenue. We consider our experience with similar transactions and expectations regarding the contract in estimating the amount of variable
consideration to which we expect to be entitled and determining whether the estimated variable consideration should be constrained. We do not have any
material constraints on the variable consideration included within the transaction price of our current revenue arrangements.

Refer to Note 18, Segment Information for a summary of revenue from contracts with customers by product and geographical region.

Contract Balances and Receivables

Contract liabilities relate to consideration received and/or billed for goods that have not been delivered to the customer and for which the performance
obligation has not yet been completed. These amounts are included within other current liabilities in the consolidated statements of operations.

The following table provides information about receivables and contract liabilities from our contracts with customers.

FY18 FY19 FY20
$’m Actual Actual Actual
Receivables, which are included in “trade accounts receivable, net” 922.3 1,243.2 1,409.3
Contract liabilities, which are included in “other current liabilities” 3.4 6.8 3.0

Contract balances and receivables associated with collaboration agreements assumed through the acquisition of Portola in the third quarter 2020, which
were included in the table above, were not material as of December 31, 2020.

Research and Development Expenses

Research and development expenses are comprised of costs incurred in performing research and development activities including payroll and benefits,
preclinical, clinical trial and related clinical manufacturing costs, manufacturing development and scale-up costs, product development and regulatory
costs, contract services and other outside contractor costs, research license fees, depreciation and amortization of lab facilities, and lab supplies. These
costs are expensed as incurred. We accrue costs for clinical trial activities based upon estimates of the services received and related expenses incurred that
have yet to be invoiced by the contract research organizations, clinical study sites, laboratories, consultants, or other clinical trial vendors that perform the
activities.

Share-Based Compensation

We have two share-based compensation plans pursuant to which awards are currently being made: (i) the 2017 Incentive Plan (2017 Plan) and (ii) the
2015 Employee Stock Purchase Plan (ESPP). The 2017 Plan replaced the Amended & Restated 2004 Incentive Plan (2004 Plan), effective May 10, 2017.
Under the 2017 Plan, restricted stock, restricted stock units, stock options and other stock-related awards may be granted to our directors, officers,
employees and consultants or advisors of the Company or any subsidiary. Under the ESPP, eligible employees can purchase shares of common stock at a
discount semi-annually through payroll deductions. To date, share-based compensation issued under the plans consists of incentive and non-qualified stock
options, restricted stock and restricted stock units, including restricted stock units with market and non- market performance conditions, and shares issued
under our ESPP.

Compensation expense for our share-based awards is recognized based on the estimated fair value of the awards on the grant date. Compensation expense
reflects an estimate of the number of awards expected to vest and is primarily recognized on a straight-line basis over the requisite service period of the
individual grants, which typically equals the vesting period. Compensation expense for awards with performance conditions is recognized using the
graded-vesting method.
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Our estimates of employee stock option values rely on estimates of factors we input into the Black-Scholes model. The key factors involve an estimate of
future uncertain events. Assumptions include the use of historical volatility to determine the expected stock price volatility. We also estimate expected term
until exercise and the reduction in the expense from expected forfeitures. We currently use historical exercise and cancellation patterns as our best estimate
of future estimated life.

For our non-market performance-based awards, we estimate the anticipated achievement of the performance targets, including forecasting the achievement
of future financial targets. These estimates are revised periodically based on the probability of achieving the performance targets and adjustments are made
throughout the performance period as necessary. We use payout simulation models to estimate the grant date fair value of awards with market-based
performance conditions. The payout simulation models assume volatility of our common stock and the common stock of a comparator group of companies,
as well as correlations of returns of the price of our common stock and the common stock prices of the comparator group.

The purchase price of common stock under our ESPP is equal to 85.0% of the lower of (i) the market value per share of the common stock on the first
business day of an offering period or (ii) the market value per share of the common stock on the purchase date. The fair value of the discounted purchases
made under our ESPP is calculated using the Black-Scholes model. The fair value of the look-back provision plus the 15.0% discount is recognized as
compensation expense over the 6-month purchase period.

Restructuring and Restructuring Related Expenses

We record liabilities associated with one-time employee termination benefits and exit or disposal activities in the period in which the liability is incurred.
One-time employee benefits are incurred when communicated to employees and / or where detailed action plans have been approved. For existing benefit
arrangements, employee termination costs are accrued when the exit or disposal cost are probable and estimable. Costs for one-time termination benefits
in which the employee is required to render service until termination in order to receive benefits are recognized ratably over the service period.

Restructuring related expenses include accelerated depreciation costs and impairment charges associated with assets impacted by a restructuring exit
activity. Accelerated depreciation costs represent the difference between the depreciation expense recognized over the revised useful life of the asset, based
upon the anticipated date an impacted site closure, and the depreciation expense as determined using the useful life prior to the restructuring activities.
Earnings Per Common Share

Basic earnings per common share (EPS) is computed by dividing net income by the weighted-average number of shares of common stock outstanding. For
purposes of calculating diluted EPS, the denominator reflects the potential dilution that could occur if stock options, unvested restricted stock units or other

contracts to issue common stock were exercised or converted into common stock, using the treasury stock method.

The following table summarizes the calculation of basic and diluted EPS for years ended December 31, 2020, 2019 and 2018:

FY18 FY19 FY20
$’m Actual Actual Actual
Net income used for basic and diluted calculation 77.6 2,404.3 603.4
Shares used in computing earnings per common share—basic 222.7 223.2 220.1
Weighted-average effect of dilutive securities:
Stock awards 1.8 1.6 1.9
Shares used in computing earnings per common share—diluted 224.5 224.8 222.0
Earnings per common share:
Basic 0.35 10.77 2.74
Diluted 0.35 10.70 2.72

We exclude from EPS the weighted-average number of securities whose effect is anti-dilutive. Excluded from the calculation of EPS for the years ended
December 31, 2020, 2019 and 2018 were 1.7, 3.0 and 2.8 shares of common stock, respectively, because their effect is anti-dilutive.
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Income Taxes

We utilize the asset and liability method of accounting for income taxes. Under this method, deferred tax assets and liabilities are determined based on the
difference between the financial statement carrying amounts and tax basis of assets and liabilities using enacted tax rates in effect for years in which the
temporary differences are expected to reverse. We periodically evaluate the likelihood of the realization of deferred tax assets and reduce the carrying
amount of these deferred tax assets by a valuation allowance when it is more likely than not that deferred tax assets will not be realized.

We recognize the benefit of an uncertain tax position that has been taken or we expect to take on income tax returns if such tax position is more likely than
not to be sustained. The tax benefit recognized in the financial statements for a particular tax position is based on the largest benefit that is more likely than
not to be realized. The amount of unrecognized tax benefits is adjusted, as appropriate, for changes in facts and circumstances, such as significant
amendments to existing tax law, new regulations or interpretations by the taxing authorities, or new information obtained during a tax examination or
resolution of an examination. We also accrue for potential interest and penalties related to unrecognized tax benefits as a component of tax expense.

During the fourth quarter of 2013, in connection with the centralization of our global supply chain and technical operations in Ireland, our U.S. parent
company became a direct partner in a captive foreign partnership. Our corporate structure, which derives income from multiple jurisdictions, requires us
to interpret the related tax laws and regulations within those jurisdictions and develop estimates and assumptions regarding significant future events, such
as the amount, timing and character of deductions and the applicability of foreign tax credits. From time to time, we execute intercompany transactions
that may impact the valuation of the captive foreign partnership and the corresponding interest allocated to each partner, resulting in a change to deferred
taxes. The transactions and related valuations require the application of transfer pricing guidelines issued by the relevant taxing authorities. Significant
estimates and assumptions within discounted cash flow models are also required to calculate the valuations.

In December 2017, the Tax Cuts and Jobs Act (Tax Act) was enacted into law. The Tax Act decreased the U.S. federal corporate tax rate to 21.0%, imposed
a minimum tax on foreign earnings related to intangible assets (GILTI), a one-time transition tax on previously unremitted foreign earnings, and modified
the taxation of other income and expense items. With regard to the GILTI minimum tax, foreign earnings are reduced by the profit attributable to tangible
assets and a deductible allowance of up to 50.0%, subject to annual limitations. We have elected to account for the impact of the minimum tax in deferred
taxes.

Comprehensive Income

Comprehensive income is comprised of net income and other comprehensive income (loss). Other comprehensive income (loss) includes changes in equity
that are excluded from net income, such as changes in pension liabilities, unrealized gains and losses on marketable debt securities, unrealized gains and
losses on hedge contracts and foreign currency translation adjustments. These changes in equity are reflected net of tax.

Reclassifications
Certain items in the prior year’s consolidated financial statements have been reclassified to conform to the current presentation.
New Accounting Pronouncements

Accounting_Standards Update (ASU)_2019-12, “Income Taxes: Simplifying_the Accounting_for Income Taxes”: In December 2019, the Financial
Accounting Standards Board (FASB) issued a new standard intended to simplify the accounting for income taxes by eliminating certain exceptions related
to the approach for intra-period tax allocation, the methodology for calculating income taxes in an interim period and the recognition of deferred tax
liabilities for outside basis differences. The new standard also simplifies aspects of the accounting for franchise taxes and enacted changes in tax laws or
rates and clarifies the accounting for transactions that result in a step-up in the tax basis of goodwill. The standard is effective for annual periods
beginning after December 15, 2020 and interim periods within, with early adoption permitted. Adoption of the standard requires certain changes to be
made prospectively, with some changes to be made retrospectively. We adopted the new standard on January 1, 2021. We have substantially completed our
assessment of the standard and we do not expect the adoption of this standard to have a material impact on our financial condition and results of
operations.
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ASU 2020-01,_“Investments—Equity Securities, Investments—Equity Method and Joint Ventures, and Derivatives and Hedging_Clarifying_the
Interactions Between Topic 321, Topic 323, and Topic 815”: In January 2020, the FASB issued a new standard intended to clarify the interactions
between Accounting Standards Codification (ASC) 321, ASC 323 and ASC 815. The new standard addresses accounting for the transition into and out of
the equity method and measurement of certain purchased options and forward contracts to acquire investments. The standard is effective for annual and
interim periods beginning after December 15, 2020, with early adoption permitted. Adoption of the standard requires changes to be made prospectively. We
adopted the new standard on January 1, 2021. The adoption of this standard does not have an impact on our financial condition and results of operations.

ASU 2020-04, “Reference Rate Reform, Facilitation of the Effects of Reference Rate Reform on Financial Reporting”: In response to concerns about
structural risks of interbank offered rates, and, particularly, the risk of cessation of the London Interbank Offered Rate (LIBOR), regulators around the
world have undertaken reference rate reform initiatives to identify alternative reference rates that are more observable or transaction- based and less
susceptible to manipulation. In March 2020, the FASB issued a new standard that provides optional guidance for a limited time to ease the potential burden
in accounting for the effects of reference rate reform, including optional expedients and exceptions for the accounting implications of contracts, hedging
relationships, and other transactions affected by reference rate reform if certain criteria are met.

The amendments in this new standard only apply to contracts and hedging relationships that reference LIBOR or another reference rate expected to be
discontinued due to reference rate reform. The expedients and exceptions provided by the standard do not apply to contract modifications made and
hedging relationships entered into or evaluated after December 31, 2022. We are currently reviewing our contracts impacted by reference rate reform and
are assessing the impact of this standard on our financial condition and results of operations.

Recently Adopted Accounting Pronouncements

ASU 2018-15,_“Customer’s Accounting_for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a service Contract”: In
August 2018, the FASB issued a new standard on a customer’s accounting for implementation, set-up, and other upfront costs incurred in a cloud
computing arrangement (CCA) that aligns the requirements for capitalizing implementation costs in a CCA service contract with existing internal-use
software guidance. The standard also provides classification guidance on these implementation costs as well as additional quantitative and qualitative
disclosures. The standard is effective for interim and annual periods beginning after December 15, 2019, with early adoption permitted, and can be
adopted prospectively or retrospectively.

We adopted the new standard on January 1, 2020 on a prospective basis. The adoption of this standard had no impact on our financial statements at the
date of adoption; however, we anticipate the adoption of this standard will result in an increase in capitalized assets related to qualifying CCA
implementation costs in future periods.

Qualifying CCA implementation, set-up and other upfront costs incurred after January 1, 2020 are capitalized as other assets in our consolidated balance
sheets. These assets will be expensed over the term of the hosting arrangement and such expense will be presented within the same line item in our
consolidated statements of operations as the expense for fees for the associated hosting arrangement. These capitalized costs will be evaluated for
impairment when events or changes in circumstances indicate that the carrying value of the capitalized implementation costs is not recoverable. For the
year ended December 31, 2020, capitalized CCA implementation costs were not material.

ASU 2016-13, “Measurement of Credit Losses on Financial Instruments”: In June 2016, the FASB issued a new standard intended to improve
reporting requirements specific to loans, receivables and other financial instruments. The new standard requires that credit losses on financial assets
measured at amortized cost be determined using an expected loss model, instead of the current incurred loss model, and requires that credit losses related
to available-for-sale debt securities be recorded through an allowance for credit losses and limited to the amount by which carrying value exceeds fair
value. The new standard also requires enhanced disclosure of credit risk associated with financial assets. The standard is effective for interim and annual
periods beginning after December 15, 2019 with early adoption permitted.

We adopted the new standard on January 1, 2020 and completed our assessment of the standard based on the composition of our portfolio of financial
instruments and current and forecasted economic conditions at that date. Our significant financial assets that are within the scope of the new standard
consist of trade accounts receivable and available for sale debt securities. We have not historically experienced any material credit losses associated with
our trade accounts receivable or available for debt securities.
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We monitor economic conditions, including volatility associated with international economies and the associated impacts on the financial markets and our
business. We disaggregate our trade accounts receivable population into pools of similar risk characteristics based on underlying customer type and
geographical location. Current expected credit loss allowances are estimated for each risk pool based on available information, including i) historical
credit loss experience, ii) current economic conditions and, iii) reasonable and supportable forecasts of future economic conditions that may affect the
collectibility of the recorded amounts. Based on the relevant facts and economic conditions as of the date of adoption, we concluded that the expected
credit losses on our trade accounts receivable were immaterial. Additionally, unrealized losses on our available for sale investment portfolio were
immaterial.

As of December 31, 2020, we reassessed our estimated credit losses on our trade accounts receivable, including consideration of the potential impacts of
the COVID-19 global pandemic. Based on the relevant facts and economic conditions as of December 31, 2020, we concluded that the expected credit
losses on our trade accounts receivable continued to be immaterial.

ASU 2016-02, “Leases”:  In February 2016, the FASB issued a new standard that requires lessees to recognize leases on-balance sheet and disclose key
information about leasing arrangements. The new standard establishes a right of use (ROU) model that requires a lessee to recognize a ROU asset and
lease liability on the balance sheet for all leases with a term longer than 12 months. Leases will be classified as financing or operating, with classification
dffecting the pattern and classification of expense recognition in the statement of operations. We adopted the new standard on January 1, 2019 using the
modified retrospective approach. We have elected to apply the transition method that allows companies to continue applying the guidance under the lease
standard in effect at that time in the comparative periods presented in the consolidated financial statements and recognize a cumulative-effect adjustment to
the opening balance of retained earnings on the date of adoption. We also elected the “package of practical expedients”, which permits us not to reassess
under the new standard our prior conclusions about lease identification, lease classification and initial direct costs

Results for reporting periods beginning on or after January 1, 2019 are presented under the new standard, while prior period amounts are not adjusted and
continue to be reported under the accounting standards in effect for the prior period. Upon adoption of the new lease standard, on January 1, 2019, we
derecognized $472.8 of property, plant and equipment and other assets and $372.2 of facility lease obligations associated with previously existing build-to-
suit arrangements. We capitalized ROU assets of $326.1, inclusive of opening adjustments of $70.8 primarily related to prepaid rent existing at transition,
and $255.3 of lease liabilities, within our consolidated balance sheets upon adoption. At transition, we recorded a decrease of $90.3 to retained earnings,
net of tax, primarily related to our derecognition of previously recorded build-to-suit arrangements.

ASU 2018-02, “Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income”: In February 2018, the FASB issued a new
standard that permits entities to make a one-time reclassification from accumulated other comprehensive income (AOCI) to retained earnings for the
stranded tax effects resulting from the newly enacted corporate tax rates under the Tax Cuts and Jobs Act (the Tax Act) that was effective for the year ended
December 31, 2017. We adopted the new standard on January 1, 2019 and elected not to reclassify the income tax effects of the Tax Act from AOCI to
retained earnings. We continue to release disproportionate income tax effects from AOCI based on the aggregate portfolio approach. The adoption of this
standard did not have an impact on our consolidated financial statements.

In May 2014, the FASB issued a comprehensive new standard which amends revenue recognition principles and provides a single set of criteria for revenue
recognition among all industries. The new standard provides a five- step framework whereby revenue is recognized when promised goods or services are
transferred to a customer at an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. We
adopted the new standard on January 1, 2018.

In January 2017, the FASB issued a new standard that clarifies the definition of a business and determines when an integrated set of assets and activities is
not a business. This framework requires that if substantially all of the fair value of gross assets acquired or disposed of is concentrated in a single asset or
group of similar identifiable assets, the assets would not represent a business. We adopted the new standard on January 1, 2018 and applied the new
guidance prospectively to transactions occurring after adoption. We anticipate that the adoption of this new standard will likely result in more transactions,
to the extent that such transactions are undertaken by the Company, being accounted for as asset acquisitions.
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In January 2016, the FASB issued a new standard that changes accounting for equity investments, financial liabilities under the fair value option, and
presentation and disclosure requirements for financial instruments. In addition, the FASB clarified guidance related to the valuation allowance assessment
when recognizing deferred tax assets resulting from unrealized losses on available-for-sale debt securities. Equity investments with readily determinable
fair values will be measured at fair value with changes in fair value recognized in net income. Companies have the option to either measure equity
investments without readily determinable fair values at fair value, or at cost adjusted for changes in observable prices minus impairment. We adopted the
new standard on January 1, 2018, and elected to measure our existing equity investments without readily determinable fair values at cost adjusted for
changes in observable prices minus impairment. In connection with the adoption of the new standard, we reclassified an immaterial amount of unrealized
gains on equity securities from accumulated other comprehensive income to retained earnings. The guidance related to equity investments without readily
determinable fair values was applied prospectively to equity investments that existed as of the date of adoption. We will assess equity investments without
readily determinable fair values for observable price changes and impairment on a quarterly basis.

In March 2017, the FASB issued a new standard that improves the presentation of net periodic pension cost and net periodic postretirement benefit cost by
requiring the bifurcation of net benefit cost. Under the new standard, the service cost component of net benefit cost will be presented with other employee
costs in operating expenses, while other components will be reported separately in other income and expense. We adopted the new standard on January 1,
2018. The adoption of this standard did not have a material impact on our consolidated statements of operations.

In November 2016, the FASB issued a new standard that clarifies how entities should present restricted cash in the statement of cash flows. Under the new
standard, changes in total cash, inclusive of restricted cash, should be reflected in the statement of cash flows. As a result, transfers between cash and
restricted cash will no longer be reflected as activity within the statement of cash flows. We adopted the new standard on January 1, 2018. The adoption of
this standard did not have a material impact on our consolidated statements of cash flows.

In August 2017, the FASB issued a new standard intended to improve and simplify certain aspects of the accounting for hedges. The new standard is
intended to more closely align hedge accounting with companies’ risk management strategies, simplify the application of hedge accounting, and increase
transparency as to the scope and results of hedging programs. It also amends the presentation and disclosure requirements and changes how companies
assess effectiveness. The standard is effective for interim and annual periods beginning after December 15, 2018 with early adoption permitted. We early
adopted the new standard in the second quarter 2018 using the modified retrospective method. The adoption of this standard did not have a material
impact on our consolidated financial statements.

Impacts of New Revenue Standard

We adopted the new revenue standard by applying the modified retrospective method to all contracts that were not completed as of January 1, 2018.

Results for reporting periods beginning after January 1, 2018 are presented under the new standard, while prior period amounts are not adjusted and
continue to be reported under the accounting standards in effect for the prior period. Upon adoption of the new revenue recognition standard, on
January 1, 2018, we reduced our deferred revenue balance by $10.4, with an offsetting increase of $6.0 in retained earnings due to the cumulative impact
of adopting this new standard.

The impact to net product sales and net income for the year ended December 31, 2018 was an increase of $5.3 and $4.8, respectively, as a result of
adopting the new standard. The new standard also resulted in a decrease of $17.9 in deferred revenue and an increase of $10.8 in retained earnings as of
December 31, 2018. The adoption of the new revenue standard did not have a material impact on any other balances within the consolidated financial
statements as of and for the year ended December 31, 2018.

2. Acquisitions

Business Combinations

Achillion Pharmaceuticals, Inc.

In October 2019, Alexion entered into a definitive agreement to acquire Achillion Pharmaceuticals, Inc. (Achillion), a clinical-stage biopharmaceutical
company focused on the development of oral Factor D inhibitors. Achillion was developing oral small molecule Factor D inhibitors to treat people with

complement alternative pathway-mediated rare diseases, such as PNH and C3 glomerulopathy (C3G). Achillion had two clinical stage medicines in
development, including Danicopan (ACH-4471/ALXN2040) and ACH-5228 (ALXN2050).
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The acquisition of Achillion closed on January 28, 2020. Under the terms of the agreement, we acquired all outstanding common stock of Achillion for
$6.30 per share, or an aggregate of $926.2, inclusive of the settlement of Achillion’s outstanding equity awards. The acquisition was funded with cash on
hand. The transaction includes the potential for additional consideration in the form of non-tradeable contingent value rights (CVRs), which will be paid to
Achillion shareholders if certain clinical and regulatory milestones are achieved within specified periods. These include $1.00 per share for the U.S. Food
and Drug Administration (FDA) approval of Danicopan and $1.00 per share for the initiation of a Phase III clinical trial in ACH-5228.

The transaction was accounted for as a business combination. The following table summarizes the total consideration transferred to acquire Achillion and
the estimated fair value of the identified assets acquired, and liabilities assumed at the acquisition date:

$’m
Consideration
Upfront payment to shareholders and option holders 926.2
Upfront payment, fair value of equity compensation attributable to the post-combination service period (20.0)
Upfront cash paid, net 906.2
Contingent consideration 160.7
Contingent consideration, fair value of equity compensation attributable to the post-combination service period (5.7)
Total consideration 1,061.2
Assets acquired and liabilities assumed
Cash and cash equivalents 68.5
Marketable securities 106.1
In-process research & development assets (IPR&D) 918.0
Goodwill 37.8
Deferred tax liabilities, net (62.9)
Other assets and liabilities, net (6.3)
Total net assets acquired 1,061.2

Our accounting for this acquisition was finalized during the second quarter of 2020. Measurement period adjustments increased goodwill by $3.1 during
the second quarter of 2020 due to purchase price allocation increases to deferred tax liabilities, net. Measurement period adjustments were recorded as a
result of studies completed during the second quarter of 2020 to determine the tax deductibility of certain acquisition-related costs and the valuation of
historical net operating loss and income tax credit carryforwards.

The initial fair value estimate of the contingent consideration in the form of non-tradeable CVRs was $160.7, which was recorded as a noncurrent liability
in our consolidated balance sheet, including $5.7 related to compensation attributable to the post-combination service period. We determined the fair value
of these milestone-related payment obligations using various estimates, including probabilities of success prior to expiration of the specified period,
discount rates and the amount of time until the conditions of the milestone payments are expected to be met. This fair value measurement was based on
significant inputs not observable in the market, representing Level 3 measurements within the fair value hierarchy. The resulting probability- weighted cash
flows were discounted using a cost of debt rate ranging from 2.1% to 2.3%. The range of estimated milestone payments upon closing of the acquisition is
from zero, if no milestones are achieved for any product, to $306.3 if certain development and regulatory milestones are achieved.

Subsequent to the acquisition date, we have adjusted the contingent consideration to fair value with changes in fair value recognized in operating earnings.
Changes in fair values reflect new information about the probability and timing of meeting the conditions of the milestone payments. In the absence of new
information, changes in fair value will only reflect the interest component of contingent consideration related to changes in the discount rates and the
passage of time as development work progresses towards the potential achievement of the milestones. As of December 31, 2020, the fair value of the
contingent consideration for the Achillion acquisition was $210.6 based on the probability-weighted cash flows, discounted using a cost of debt ranging
from 2.8% to 3.3%. Changes in fair value of the contingent consideration associated with the Achillion acquisition for the year ended December 31, 2020
was $49.9.

The aggregate fair value of equity compensation attributable to the post-combination service period was $25.7. This amount was excluded from the total
consideration transferred and was recognized as a charge to acquisition-related costs in our consolidated statements of operations. These amounts were
associated with the accelerated vesting of stock options previously granted to Achillion employees. Excluding the $5.7 of contingent consideration related
to equity compensation attributable to the post-combination service period, such amounts were paid during the first quarter 2020.
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Intangible assets associated with IPR&D relate to two development-stage programs, ACH-4471 (ALXN2040) and ACH-5228 (ALXN2050). The estimated
fair value of $918.0 was determined using the excess earnings valuation method, a variation of the income valuation approach. The excess earnings
valuation method estimates the value of an intangible asset equal to the present value of the incremental after-tax cash flows attributable to that intangible
asset. Some of the more significant assumptions utilized in our asset valuations included the estimated net cash flows for each asset, including net revenues,
cost of sales, research and development and other operating expenses, the potential regulatory and commercial success rates, competitive trends impacting
the assets, and tax rates. The fair value using the excess earnings valuation method was determined using an estimated weighted average cost of capital for
Achillion of 11.5%, which represents a rate of return that a market participant would expect for these assets. These fair value measurements were based on
significant inputs not observable in the market and thus represent Level 3 fair value measurements. In the second quarter 2020, we recognized an
impairment charge of $11.0 to write off our ACHN-4471 (ALXN2040) IPR&D asset due to clinical results received during the quarter.

The excess of purchase price over the fair value of the assets acquired and liabilities assumed represents the goodwill resulting from the acquisition. The
goodwill, which is not tax-deductible, has been recorded as a noncurrent asset and is not amortized, but is subject to an annual review for impairment. The
factors that contributed to the recognition of goodwill include the value of the acquired workforce, synergies that are specific to our business and not
available to market participants, and early research in preclinical Factor D inhibitors, as well as the effects of the establishment of a deferred tax liability
for the acquired IPR&D intangible assets, which has no tax basis.

We recorded a net deferred tax liability of $62.9, inclusive of measurement period adjustments recorded during the second quarter 2020. This amount was
primarily comprised of $205.3 of deferred tax liabilities relating to the IPR&D acquired, offset by $142.4 of deferred tax assets related to net operating loss
carryforwards (NOLs), income tax credits, and other temporary differences.

Achillion’s results of operations are included in the consolidated financial statements from the date of acquisition. For the year ended December 31, 2020
we recorded $66.8 of pre-tax operating losses exclusive of acquisition-related costs, $49.9 of changes in contingent consideration and $11.0 of impairment
charges, associated with the operations of Achillion in our consolidated statements of operations. We also recorded acquisition-related costs in connection
with the acquisition for the year ended December 31, 2020 as presented below. No revenues were recorded in the results of operations for the year ended
December 31, 2020 as neither ALXN2040 nor ALXN2050 has been approved for commercial sale by any regulatory agency.

Portola Pharmaceuticals, Inc.

In May 2020, Alexion entered into a definitive merger agreement to acquire Portola Pharmaceuticals, Inc. (Portola), a commercial-stage
biopharmaceutical company focused on life-threatening blood-related disorders. Portola’s commercialized medicine, ANDEXXA®, marketed as
ONDEXXYA® in Europe, is the first and only approved Factor Xa inhibitor reversal agent, and has demonstrated transformative clinical value by rapidly
reversing the anticoagulant effects of Factor Xa inhibitors rivaroxaban and apixaban in severe and uncontrolled bleeding. The acquisition provides the
opportunity to grow Alexion’s commercial portfolio and is a strategic fit with our existing expertise in acute care, hematology and neurology.

Alexion completed the acquisition through a tender offer and subsequent merger of Portola which closed on July 2, 2020. Under the terms of the tender
offer and merger agreement, Alexion purchased all outstanding common stock of Portola for $18.00 per share, or an aggregate of approximately $1,380.8,
including the settlement of certain of Portola’s outstanding equity awards but excluding shares of Portola stock held by Alexion at closing. The acquisition
was funded by cash on hand.

Prior to the acquisition of Portola, in March 2020 and April 2020, we purchased $14.5 and $3.6, respectively, of common stock of Portola, which we
recorded at fair value. Upon the closing of the acquisition of Portola, the fair value of the equity investment of $47.8 was derecognized and included in the
fair value of consideration transferred. For additional information on our Portola equity investment, refer to Note 7, Other Investments.

The aggregate fair value of equity compensation attributable to the post-combination service period was $11.1. This amount was excluded from the total

consideration transferred and was recognized as a charge to acquisition-related costs in our consolidated statements of operations. These amounts were
primarily associated with the accelerated vesting of stock options previously granted to Portola employees and were paid during the third quarter 2020.
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We issued $41.5 of equity compensation replacement awards, of which the portion attributable to services performed prior to the acquisition date, or $7.2,
was allocated to purchase consideration. The remaining fair value is attributable to future services and will be expensed as share-based compensation over
the remaining service periods. Expense associated with the accelerated-vesting of the replacement awards in connection with employee terminations will
be recognized as acquisition-related employee separation costs.

In connection with the acquisition, Alexion also paid $196.9 to settle certain debt held by Portola that was subject to preexisting change of control
provisions.

The transaction was accounted for as a business combination. The following table summarizes the total consideration transferred to acquire Portola and
the estimated fair value of the identified assets acquired and liabilities assumed at the acquisition date:

$’m
Consideration
Upfront payment to shareholders and equity holders 1,380.8
Upfront payment, fair value of equity compensation attributable to the post-combination service period (11.1)
Upfront cash paid, net 1,369.7
Fair value of equity shares held by Alexion at closing 47.8
Fair value of replacement equity awards attributable to the pre-combination period 7.2
Total consideration to acquire outstanding equity, net 1,424.7
Total consideration to settle preexisting debt 196.9
Total consideration 1,621.6
Assets Acquired and Liabilities Assumed
Cash and cash equivalents 288.5
Marketable securities 17.8
Inventories, including noncurrent portion of $169.1 and validation batches of $60.9 362.5
Intangible assets 1,051.0
Goodwill 24.9
Deferred tax assets, net 116.6
Other assets 41.9
Accounts payable and accrued expenses (75.6)
Long-term debt, including current portion of $7.7 (182.0)
Other liabilities (24.0)
Total net assets acquired 1,621.6

Our accounting for this acquisition was finalized during the fourth quarter of 2020. Measurement period adjustments decreased goodwill by $0.6 during
the fourth quarter of 2020 due to purchase price allocation increases to deferred tax assets, net. Measurement period adjustments were recorded as a result
of studies completed during the fourth quarter of 2020 to determine the tax deductibility of certain acquisition-related costs and the valuation of historical
net operating loss and income tax credit carryforwards.

We acquired $362.5 of ANDEXXA inventory, inclusive of $60.9 of validation batches manufactured under processes which are subject to regulatory
approval and expected to be commercially saleable following approval. The estimated fair value of raw material inventory was valued at replacement cost,
which is equal to the value a market participant would pay to acquire the inventory. The estimated fair value of work-in-process and finished goods
inventory was based on the expected selling price of the inventory, adjusted for incremental costs to complete the manufacturing process, for direct selling
efforts, and for a normal profit on the remaining manufacturing and selling costs. Additionally, as the inventory acquired, inclusive of validation batches, is
expected to be realized over a period of approximately 3 years, the fair value of the inventory was determined using a discount rate of 17.5%, representing
the rate of return that a market participant would expect for the inventory, which shares risk that is similar to the underlying intellectual property. These
fair value measurements were based on significant inputs not observable in the market and thus represent Level 3 fair value measurements. The acquired
inventory, inclusive of the acquisition-date fair value step-up, will be expensed within cost of sales as the inventory is sold to customers. We classified the
ANDEXXA inventory that is expected to be utilized beyond our normal operating cycle as a long-term asset. The fair value of the non- current portion of
inventory, in addition to the validation batches, are classified within other assets in our consolidated balance sheet.
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Intangible assets consist of purchased technology of $1,036.0 and IPR&D of $15.0. The purchased technology intangible asset relates to Portola’s lead
product ANDEXXA. The estimated fair value was determined using the excess earnings valuation method, a variation of the income valuation approach.
The excess earnings valuation method estimates the value of an intangible asset equal to the present value of the incremental after-tax cash flows
attributable to that intangible asset. Some of the more significant assumptions utilized in our asset valuation included the estimated net cash flows for
ANDEXXA, including net revenues, cost of sales, research and development and other operating expenses, the potential regulatory and commercial success
rates associated with ANDEXXA’s current conditional approval status and planned extension into the urgent surgery setting, competitive trends impacting
the assets, and tax rates. The fair value using the excess earnings valuation method was determined using a discount rate commensurate with the risks of
ANDEXXA of 17.5%, which represents a rate of return that a market participant would expect for the asset. The acquired purchased technology intangible
asset is being amortized over an estimated useful life of approximately 10 years. IPR&D relates to the Cerdulatinib development-stage asset. The estimated
fair value of the IPR&D asset was determined using a relief from royalty (RFR) method, a variation of the income approach that is based on the cost
savings that accrue to the owner of an intangible asset who would otherwise have to pay royalties on revenues earned through the use of the asset. The
RFR method was modified to reflect the cash flow forecast of Portola’s pre-existing in-license of Cerdulatinib from Astellas Pharma, Inc. The acquired fair
value of $15.0 represents an increase in the value of the asset relative to when it was initially in-licensed by Portola. Some of the more significant
assumptions utilized in the IPR&D asset valuation included the estimated net revenue, royalty rate, and tax rates. The fair value using the RFR method was
determined using an estimated discount rate commensurate with the risks of Cerdulatinib of 17.5%, which represents a rate of return that a market
participant would expect for the asset. These fair value measurements were based on significant inputs not observable in the market and thus represent
Level 3 fair value measurements.

In connection with the acquisition, we assumed royalty-based debt which requires repayment through tiered royalties on future net worldwide sales of
ANDEXXA. Total potential royalty payments are capped at $290.6, of which $13.7 were paid by Portola prior to the acquisition. The fair value of the
remaining $276.9 in royalty- based payments as of the date of acquisition was $182.0. The estimated fair value was measured using Level 3 inputs and was
calculated using a real options method, which runs simulations using various estimates, including probability-weighted net sales of ANDEXXA and
volatility. Using the simulation results, the fair value was calculated based on the expected probability-weighted risk-neutral royalties, discounted at our
estimated cost of debt, ranging from 3.3% to 7.1%, commensurate with the cost of debt at each period in which the royalty-based payments are estimated to
be made.

We recorded net deferred tax assets of $116.6, inclusive of measurement period adjustments recorded during the fourth quarter 2020. This amount was
primarily comprised of $301.6, $41.8, $42.4 and $39.3 of deferred tax assets relating to net operating loss carryforwards (NOLs), income tax credits,
royalty-based debt, and other temporary differences, respectively, offset by $245.1 and $63.4 of deferred tax liabilities relating to intangible assets acquired
and inventory fair value adjustments, respectively.

The excess of purchase price over the fair value of the assets acquired and liabilities assumed represents the goodwill resulting from the acquisition. The
goodwill, which is not tax-deductible, has been recorded as a noncurrent asset and is not amortized, but is subject to an annual review for impairment. The
factors that contributed to the recognition of goodwill primarily include the value of the acquired workforce and the effects of the establishment of a
deferred tax liability for the fair value step-up of acquired inventory and intangible assets which exceed the incremental book value of acquired deferred
tax assets over their fair value.

Portola’s results of operations are included in the consolidated financial statements from the date of acquisition. For the year ended December 31, 2020,
we recorded $78.8 of revenue primarily associated with ANDEXXA in our consolidated statements of operations. For the year ended December 31, 2020,
we recorded $80.5 of pre-tax operating losses excluding acquisition-related costs and $51.8 of intangible asset amortization, associated with the operations
of Portola in our consolidated statements of operations. We also recorded acquisition-related costs in connection with the acquisition during the year
ended December 31, 2020 as presented below.
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Pro forma financial information (unaudited)

The following unaudited pro forma information presents the combined results of Alexion, Achillion, and Portola as if the acquisitions of Achillion and
Portola had been completed on January 1, 2019, with adjustments to give effect to pro forma events that are directly attributable to the acquisitions. The
unaudited pro forma results do not reflect operating efficiencies or potential cost savings that may have resulted from the consolidation of operations.
Accordingly, the unaudited pro forma financial information is not necessarily indicative of the results of operations had we completed the transaction on
January 1, 2019.

FY19 FY20
$’m Actual Actual
Pro forma revenue 5,107.70 6,118.30
Pro forma net income 1,813.60 519.90

The unaudited pro forma consolidated results for the years ended December 31, 2020 and 2019 primarily include the following pro forma adjustments
related to non-recurring activity, net of tax:

*  Reclassification of Alexion, Achillion and Portola acquisition-related costs. Acquisition-related costs of $150.8 were excluded from net income for the
year ended December 31, 2020. Expenses of $136.4 were included in net income for the year ended December 31, 2019.

»  Incremental amortization expense related to Portola purchased technology intangible assets for the year ended December 31, 2020 was $39.8 and for
the year ended December 31, 2019 was $79.5.

* Incremental cost of goods sold related to Portola inventory fair value step-up adjustments calculated based on the fair value of finished goods
inventory for the year ended December 31, 2020 was $11.0 and for the year ended December 31, 2019 was $24.4.

Acquisition-Related Costs

Acquisition-related costs recorded within the consolidated statement of operations associated with our acquisitions of Achillion and Portola and our
definitive merger agreement with AstraZeneca for the years ended December 31, 2020, 2019 and 2018 include the following:

FY18 FY19 FY20
$’m Actual Actual Actual
Transaction costs (1) — — 9.9
Integration costs — — 13.0
Fair value of equity compensation attributable to the post-combination service period — — 36.8
Employee separation costs @ — — 57.9
Total — — 117.6

(1) Transaction costs primarily include legal fees related to the acquisition of Portola as well as costs incurred to effectuate the settlement of the Achillion
outstanding options.

(2) Employee separation costs include liabilities recognized, and subsequent changes in estimates recorded for, severance payments, one- time short-term
retention awards agreed to in connection with the acquisition of Achillion and share-based compensation expense relating to awards accelerated in
connection with terminations of Portola employees.

Acquisition-related costs attributable to the Achillion acquisition for the year ended December 31, 2020 were $38.1. Acquisition-related costs attributable
to the Portola acquisition for the year ended December 31, 2020 were $77.5. Acquisition-related costs attributable to the Merger Agreement with
AstraZeneca for the year ended December 31, 2020 were $2.0.

Asset Acquisitions

Wilson Therapeutics AB

On May 25, 2018, we completed the acquisition of Wilson Therapeutics AB (publ), a biopharmaceutical company based in Stockholm, Sweden (Wilson
Therapeutics) that developed a novel therapy for patients with rare copper-mediated disorders, pursuant to a recommended public cash offer of SEK 232
for each share of stock of Wilson Therapeutics. As a result of the acquisition, we added WTX101 (ALXN1840), a highly innovative drug candidate that is
currently in Phase III clinical trials for the treatment of patients with Wilson disease, to our clinical pipeline.

The acquisition of Wilson Therapeutics was accounted for as an asset acquisition, as substantially all of the fair value of the gross assets acquired was

concentrated in a single asset, WTX101.
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The following table summarizes the total consideration for the acquisition and the value of assets acquired and liabilities assumed:

$’m
Consideration
Cash paid for acquisition of Wilson Therapeutics outstanding shares 749.30
Transaction costs 15.10
Total consideration 764.40
Assets Acquired and Liabilities Assumed
Cash 45.10
In-process research & development 803.70
Employee related liabilities (71.4)
Other assets and liabilities (13.0)
Total net assets acquired 764.40

The acquired in-process research and development asset relates to WIX101. Due to the stage of development of this asset at the date of acquisition,
significant risk remained, and it was not yet probable that there was future economic benefit from this asset. Absent successful clinical results and
regulatory approval for the asset, there was no alternative future use associated with WTX101. Accordingly, the value of this asset was expensed during the
second quarter of 2018.

Employee related liabilities include the value of outstanding employee equity incentive awards that were accelerated in connection with the Wilson
Therapeutics acquisition that have been settled in cash. Also included in this amount were employer tax obligations associated with the employee equity
incentive awards.

In connection with rights to WIX101 that were previously acquired by Wilson Therapeutics from third parties, we could be required to pay up to
approximately $19.0 if certain development, regulatory and commercial milestones are met over time, as well as royalties on commercial sales.

Syntimmune, Inc.

In September 2018, we entered into a definitive agreement to acquire Syntimmune, Inc. (Syntimmune), a clinical-stage biotechnology company developing
an antibody therapy targeting the FcRn. Syntimmune’s lead candidate, SYNT001 (ALXN1830), is a monoclonal antibody that is designed to inhibit the
interaction of FcRn with Immunoglobulin G (IgG) and IgG immune complexes, that is being studied for the treatment of IgG- mediated autoimmune
diseases. The acquisition of Syntimmune closed in November 2018. Under the terms of the acquisition agreement, Alexion acquired Syntimmune for an
upfront cash payment of $400.0, with the potential for additional milestone- dependent payments of up to $800.0, for a total potential value of up to
$1,200.0.

The acquisition of Syntimmune was accounted for as an asset acquisition, as substantially all of the fair value of the gross assets acquired was
concentrated in a single in-process research and development asset, SYNT001.

In connection with the agreement of the final working capital adjustment for the Syntimmune acquisition, we recognized a benefit of $4.1 associated with
previously acquired in-process research and development in the second quarter 2019.

The following table summarizes the total consideration for the acquisition and the value of the assets acquired and liabilities assumed:

$’m

Consideration

Upfront payment for acquisition of Syntimmune outstanding shares 400.0
Cash acquired 4.2
Working capital adjustment 2.3
Transaction costs 0.9
Total consideration 407.4
Assets Acquired and Liabilities Assumed

Cash 4.2
In-process research & development 375.2
Deferred tax assets 25.1
Other assets and liabilities 2.9
Total net assets acquired 407.4
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The acquired in-process research and development asset relates to SYNT001. Due to the stage of development of this asset at the date of acquisition,
significant risk remained, and it was not yet probable that there was future economic benefit from this asset. Absent successful clinical results and
regulatory approval for the asset, there was no alternative future use associated with SYNT001. Accordingly, the value of this asset was expensed during
the fourth quarter of 2018.

3. Property, Plant and Equipment, Net

A summary of property, plant and equipment is as follows:

FY18 FY19 FY20
$’m Actual Actual Actual
Land 9.6 9.6 9.6
Buildings and improvements 520.1 208.7 216.7
Machinery and laboratory equipment 161.7 126.0 134.1
Computer hardware and software 144.8 155.1 171.9
Furniture and office equipment 27.5 23.4 24.9
Construction-in-progress 827.1 734.2 828.7
Financing lease right of use assets — 127.2 127.2
Total Cost of Assets 1,690.8 1,384.2 1,513.1
Less: accumulated depreciation and amortization (219.3) (220.9) (274.3)
Net Book Value 1,471.5 1,163.3 1,238.8

Depreciation and amortization of property, plant and equipment was $56.3, $56.8 and $77.9 recorded within our consolidated statement of operations for
the years ended December 31, 2020, 2019 and 2018, respectively. Included within this amount for the year ended December 31, 2018 were charges related
to the 2017 restructuring activities. Refer to Note 17, Restructuring and Related Expenses for additional information.

As of December 31, 2020, 2019 and 2018, computer software costs included in property, plant and equipment were $53.1, $53.4 and $50.3 respectively.
Depreciation and amortization expense for capitalized computer software costs was $16.4, $15.3 and $17.4 for the years ended December 31, 2020, 2019
and 2018, respectively.

4.  Intangible Assets and Goodwill

The following table summarizes the carrying amount of our intangible assets and goodwill, net of amortization:

December 31, 2018 December 31, 2019 December 31, 2020
Accumulated Accumulated Accumulated
Estimated Cost  Amortization Net Cost  Amortization Net Cost Amortization Net
$’m Life (years) Actual Actual Actual  Actual Actual Actual Actual Actual Actual
3

Licensing Rights 8 39.0 (29.3) 9.7 57.0 34.7) 22.3 57.0 (38.5) 18.5
Patents 7.0 10.5 (10.5) — 10.5 (10.5) — 10.5 (10.5) —
Purchased )
technology 6-16 4,710.5 (1,079.1) 3,631.4 4,710.5 (1,388.7) 3,321.8 5,746.5 (3,684.7(a) 2,061.8
Other
Intangibles 5.0 04 0.2) 0.2 04 0.2) 0.2 04 (0.3) 0.1
Acquired IPR&D Indefinite — — — — — — 922.0 — 922.0
Total 4,760.4 (1,119.1) 3,641.3 4,778.4 (1,434.1)  3,344.3 6,736.4 (3,734.0) 3,002.4
Goodwill Indefinite  5,040.3 (2.9) 5,037.4 5,040.3 2.9 5,037.4 5,103.0 2.9) 5,100.1

(a) Includes an impairment charge of $2,042.3 recognized during the second quarter related to the KANUMA intangible asset.

In connection with our acquisition of Achillion during the first quarter 2020, we acquired IPR&D programs with a fair value of $918.0 and recorded
goodwill of $37.8. For additional information on our acquisition of Achillion, refer to Note 2, Acquisitions. In the second quarter 2020, we recognized an
impairment charge of $11.0 to write off the cost basis of our ACHN-4471 (ALXN2040) acquired in-process research and development asset due to clinical
results received during the quarter.

In connection with our acquisition of Portola during the third quarter 2020, we acquired purchased technology and IPR&D programs with a fair value of
$1,036.0 and $15.0, respectively and recorded goodwill of $24.9. For additional information on our acquisition of Portola, refer to Note 2, Acquisitions.

During the year ended December 31, 2019 we capitalized $18.0 related to regulatory approval and commercial milestones related to in- licensing
arrangements.
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Amortization expense was $321.1, $315.0 and $257.6 for the years ended December 31, 2018, 2019 and 2020, respectively. Assuming no changes in the
gross cost basis of intangible assets, the total estimated amortization expense for finite-lived intangible assets is approximately $216.0 for each of the years
ending December 31, 2021 through December 31, 2025.

During the quarter ended June 30, 2020, based on continued challenges expanding patient growth and new alternative commercial opportunities, we
revised our strategic view of KANUMA and determined that we have exhausted commercially viable initiatives related to KANUMA and will have difficulty
expanding patient growth over the long term as we focus on promoting other commercial programs and growing our pipeline. As a result, we no longer
expect to increase the number of KANUMA patients in the long term at the rate previously assumed. This determination resulted in reduced cash flow
projections for KANUMA, which indicated that the related intangible asset value was not fully recoverable on an undiscounted cash flows basis. As of
June 30, 2020, we utilized market participant assumptions to determine its best estimate of the fair value of the intangible asset related to KANUMA that,
when compared with its related carrying value, resulted in an impairment charge of $2,042.3.

The estimated fair value of the KANUMA asset as of June 30, 2020 was determined using the excess earnings method, a variation of the income approach.
The excess earnings method estimates the value of an intangible asset equal to the present value of the incremental after-tax cash flows attributable to that
intangible asset over its remaining economic life. Long term cash flow projections for the asset require the use of significant estimates and judgements,
including forecasted revenue growth rates, forecasted cost of goods sold and the discount rate, and were based on our most recent strategic plan. The fair
value of the asset was determined using an estimated weighted average cost of capital of 10.0%, which reflects the risks inherent in future cash flow
projections and represents a rate of return that a market participant would expect for this asset. The estimated revenue growth rates fluctuate over the life
of the asset, with a weighted average growth rate in the low single digits. We believe our assumptions are consistent with the plans and estimates that a
market participant would use to manage the business. The estimated fair value of the KANUMA intangible asset as of June 30, 2020 was $820.0 and will
continue to be amortized over its remaining estimated useful life. This fair value measurement was based on significant inputs not observable in the market
and thus represents a Level 3 fair value measurement. The carrying value of the KANUMA intangible asset as of December 31, 2020 was $782.7.

The following summarizes the changes in the carrying amount of goodwill:

FY20
$’m Actuals
Balance as of December 31, 2019 5,037.4
Goodwill resulting from the acquisitions of Achillion and Portola 62.7
Balance as of December 31, 2020 5,100.1

5. Marketable Securities

The proceeds from maturities and sales of available-for-sale debt securities and resulting realized gains and losses are summarized below. In the second
quarter of 2020, we liquidated all of our available-for-sale debt securities to fund the acquisition of Portola. Additionally, we liquidated all available-for-
sale debt securities acquired in connection with the Portola acquisition.

$’m FY18 FY19 FY20

Proceeds from maturities and sales @ 10,196.8 2,832.8 1,042.5
Realized gains 1.1 — —
Realized losses 0.4 — —

(1) Proceeds from maturities and sales of available-for-sale debt securities include securities previously classified as cash and cash equivalents and
marketable securities in the consolidated balance sheet.

We utilize the specific identification method in computing realized gains and losses.

The fair values of available-for-sale debt securities by classification in the consolidated balance sheet were as follows:

FY18 FY19 FY20
$’m Actual Actual Actual
Cash and cash equivalents 43.8 328.1 —
Marketable securities 181.8 40.9 —
Total 225.6 369.0 —
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As a result of our liquidation of all available-for-sale debt securities during the second quarter 2020, we have no remaining available-for-sale debt
securities as of December 31, 2020. The amortized cost, gross unrealized holding gains, gross unrealized holding losses and fair value of available-for-sale
debt securities by type of security as of December 31, 2019 were as follows:

FY19
Gross Gross
Unrealized Unrealized

Amortized Holding Holding Fair
$’m Cost Gains Losses Value
Commercial paper 246.9 — — 246.9
Corporate bonds 24.3 — — 24.3
Other government related obligations:
U.S. 70.4 — — 70.4
Bank certificates of deposit 274 — — 27.4
Total available-for-sale debt securities 369.0 0.0 0.0 369.0

The aggregate fair value of available-for-sale debt securities in an unrealized loss position as of December 31, 2019 was $21.5. We did not have any
investments in a continuous unrealized loss position for more than twelve months as of December 31, 2019.

The amortized cost, gross unrealized holding gains, gross unrealized holding losses and fair value of available- for-sale debt securities by type of security
as of December 31, 2018 were as follows:

FY18
Gross Gross
Unrealized Unrealized

Amortized Holding Holding Fair
$’m Cost Gains Losses Value
Commercial paper 52.1 — — 52.1
Corporate bonds 122.9 — 0.1 122.8
Other government related obligations:
U.S. 17.5 — — 17.5
Bank certificates of deposit 33.2 — — 33.2
Total available-for-sale debt securities 225.7 0.0 (0.1) 225.6

The aggregate fair value of available-for-sale debt securities in an unrealized loss position as of December 31, 2018 was $128.87. We did not have any
investments in a continuous unrealized loss position for more than twelve months as of December 31, 2018.

We sponsor a nonqualified deferred compensation plan which allows certain highly compensated employees to make voluntary deferrals of up to 80% of
their base salary and incentive bonuses. The plan is designed to work in conjunction with the 401(k) plan and provides for a total combined employer
match of up to 6% of an employee’s eligible earnings, up to the IRS annual 401(k) contribution limitations. Participants in the plan earn a return on their
deferrals based on several investment options, which mirror returns on underlying mutual fund investments. We choose to invest in the underlying mutual
fund investments to offset the liability associated with our nonqualified deferred compensation plan. These mutual fund investments are valued at net asset
value per share and are carried at fair value with gains and losses included in investment income. The changes in the underlying liability to the employee
are recorded in operating expenses. As of December 31, 2020, and December 31, 2019, the fair value of these investments was $34.9 and $23.1,
respectively. Employer matching contributions under the plan for the years ended December 31, 2020, 2019 and 2018 were not material.

6.  Derivative Instruments and Hedging Activities

We operate internationally and, in the normal course of business, are exposed to fluctuations in foreign currency exchange rates. The exposures result from
portions of our revenues, as well as the related receivables, and expenses that are denominated in currencies other than the U.S. dollar, primarily the Euro
and Japanese Yen. We are also exposed to fluctuations in interest rates on outstanding borrowings under our revolving credit facility, if any, and term loan
facility. We manage these exposures within specified guidelines through the use of derivatives. All of our derivative instruments are utilized for risk
management purposes, and we do not use derivatives for speculative trading purposes.

69




We enter into foreign exchange forward contracts to hedge exposures resulting from portions of our forecasted revenues, including intercompany revenues,
and certain forecasted expenses that are denominated in currencies other than the U.S. dollar. Revenue and expense related foreign exchange forward
contracts in effect as of December 31, 2020 had durations of up to 23 months and 60 months, respectively. The purpose of these hedges is to reduce the
volatility of exchange rate fluctuations on our operating results. These hedges are designated as cash flow hedges upon contract inception. As of
December 31, 2020, we had open revenue related foreign exchange forward contracts with notional amounts totaling $1,174.7 that qualified for hedge
accounting with current contract maturities through June 2022. As of December 31, 2020, we had open expense related foreign exchange forward contracts
with notional amounts totaling $8.7 that qualified for hedge accounting with contract maturities through September 2022.

To achieve a desired mix of floating and fixed interest rates on our term loan, we enter into interest rate swap agreements that qualify for and are
designated as cash flow hedges. These contracts convert the floating interest rate on a portion of our debt to a fixed rate, plus a borrowing spread.

The following table summarizes the total interest rate swap contracts executed as of December 31, 2020:

Notional Effective Termination Fixed Interest
Type of Interest Rate Swap Amount Date Date Rate or Rate Range
Floating to Fixed $ 450.00  December 2018  December 2022 2.60%—2.79%
Floating to Fixed $ 1,300.00 December 2019  December 2022 2.37%-2.83%

The amount of gains and (losses) recognized in the consolidated statements of operations for the years ended December 31, 2018, 2019 and 2020 from
foreign exchange and interest rate swap contracts that qualified as cash flow hedges were as follows:

Financial Statement Line Item in which the Effects of Cash Flow Hedges are Recorded

FY18 FY19 FY20
Net Net Net

Product Interest Product Interest Product Interest
$’m Sales Expense Sales Expense Sales Expense
Total amount presented in the consolidated statements of
operations 4,130.1 (98.2) 4,990.0 (77.8) 6,069.1 (104.7)
Impact of cash flow hedging relationships:
Foreign exchange forward contracts 1.8) — 36.8 — 4.7 —
Interest rate swap contracts — 13.6 — 13.3 — (37.5)

The impact on accumulated other comprehensive income (AOCI) and earnings from foreign exchange and interest rate swap contracts that qualified as
cash flow hedges, for the years ended December 31, 2018, 2019, and 2020 were as follows:

FY18 FY19 FY20
$’m Actual Actual Actual
Foreign Exchange Forward Contracts:
(Loss) gain recognized in AOCI, net of tax 37.7 27.9 (36.4)
Gain (loss) reclassified from AOCI to net product sales, net of tax 1.4 28.4 3.6
Interest Rate Swap Contracts:
Loss recognized in AOCI, net of tax 4.8) (39.0) (52.3)
(Loss) gain reclassified from AOCI to interest expense, net of tax 10.8 10.2 (29.1)

Assuming no change in foreign exchange rates from market rates at December 31, 2020, $44.2 of losses recognized in AOCI will be reclassified to revenue
over the next 12 months. Assuming no change in LIBOR- based interest rates from market rates at December 31, 2020, $45.9 of losses recognized in AOCI
will be reclassified to interest expense over the next 12 months. Amounts recognized in AOCI for expense related foreign exchange forward contracts were
immaterial as of December 31, 2020.

We enter into foreign exchange forward contracts designed to limit the balance sheet exposure of monetary assets and liabilities. We enter into these hedges
to reduce the impact of fluctuating exchange rates on our operating results. Balance sheet hedges related foreign exchange forward contracts in effect as of
December 31, 2020 had durations of up to 6 months. Hedge accounting is not applied to these derivative instruments as gains and losses on these hedge
transactions are designed to offset gains and losses on underlying balance sheet exposures. As of December 31, 2020, the notional amount of foreign
exchange contracts where hedge accounting is not applied was $2,070.1.
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We recognized a (loss) gain of $23.0, $(0.4) and $(3.6), in other income and (expense) for the years ended December 31, 2018, 2019 and 2020,
respectively, associated with the foreign exchange contracts not designated as hedging instruments. These amounts were partially offset by gains or losses
on monetary assets and liabilities.

The following tables summarize the fair value of outstanding derivatives as of December 31, 2020, 2019 and 2018:

FY20
Asset Derivatives Liability Derivatives
Fair Fair
Balance Sheet Value Balance Sheet Value
Location $’m) Location ($’m)
Derivatives designated as
hedging instruments:
Foreign exchange forward Prepaid expenses and other
contracts current assets — Other current liabilities 44.30
Foreign exchange forward
contracts Other assets Other liabilities 1.20
Interest rate contracts Prepaid expenses and other
current assets Other current liabilities 45.90
Interest rate contracts Other assets Other liabilities 45.40
Derivatives not designated as
hedging instruments:
Foreign exchange forward Prepaid expenses and other
contracts current assets 26.1 Other current liabilities 35.80
Total fair value of derivative
instruments 26.1 172.60
FY19
Asset Derivatives Liability Derivatives
Fair Fair
Balance Sheet Value Balance Sheet Value
Location ($’m) Location ($’m)
Derivatives designated as
hedging instruments:
Foreign exchange forward Prepaid expenses and other
contracts current assets 12.7 Other current liabilities 6.2
Foreign exchange forward
contracts Other assets 0.6 Other liabilities 1.1
Interest rate contracts Prepaid expenses and other
current assets Other current liabilities 19.5
Interest rate contracts Other assets Other liabilities 41.9
Derivatives not designated as
hedging instruments:
Foreign exchange forward Prepaid expenses and other
contracts current assets 17.2 Other current liabilities 20.4
Total fair value of derivative
instruments 30.5 89.1
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Derivatives designated as
hedging instruments:
Foreign exchange forward
contracts

Foreign exchange forward
contracts

Interest rate contracts

Interest rate contracts
Derivatives not designated as
hedging instruments:

Total fair value of derivative
instruments

FY18

Asset Derivatives Liability Derivatives
Fair Fair
Balance Sheet Value Balance Sheet Value
Location ($’m) Location ($’m)
Prepaid expenses and other
current assets 16.9 Other current liabilities 7.30
Other assets 0.3 Other liabilities 3.10
Prepaid expenses and other
current assets 20.1 Other current liabilities 0.80
Other assets — Other liabilities 17.30
Foreign exchange forward
contracts Prepaid expenses
and other current assets 23.6 Other current liabilities 11.50
60.9 40.00

Although we do not offset derivative assets and liabilities within our consolidated balance sheets, our International Swap and Derivatives Association
agreements provide for net settlement of transactions that are due to or from the same counterparty upon early termination of the agreement due to an
event of default or other termination event. The following tables summarize the potential effect on our consolidated balance sheets of offsetting our foreign
exchange forward contracts and interest rate contracts subject to such provisions:

FY20

Gross Amounts not offset in
Consolidated Balance Sheet

Gross Net Amounts of
Gross Amounts Assets/Liabilities Cash
Amounts of Offset in the Presented in the Derivative Collateral
Recognized Consolidated Consolidated Financial Received Net
Description Assets/Liab. Balance Sheet Balance Sheet Instruments (Pledged) Amount
Derivative assets 26.1 — 26.1 (26.1) — —
Derivative liabilities (172.6) — (172.6) 26.1 — —
FY19
Gross Amounts not offset in
Consolidated Balance Sheet
Gross Net Amounts of
Gross Amounts Assets/Liabilities Cash
Amounts of Offset in the Presented in the Derivative Collateral
Recognized Consolidated Consolidated Financial Received Net
Description Assets/Liab. Balance Sheet Balance Sheet Instruments (Pledged) Amount
Derivative assets 30.5 — 30.5 21.4) — 9.1
Derivative liabilities (89.1) — (89.1) 21.4 — (67.7)
FY18
Gross Amounts not offset in
Consolidated Balance Sheet
Gross Net Amounts of
Gross Amounts Assets/Liabilities Cash
Amounts of Offset in the Presented in the Derivative Collateral
Recognized Consolidated Consolidated Financial Received Net
Description Assets/Liab. Balance Sheet Balance Sheet Instruments (Pledged) Amount
Derivative assets 60.9 — 60.9 (30.2) — 30.7
Derivative liabilities (40.0) — (40.0) 30.2 — (9.8)
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7. Other Investments

Other investments include strategic investments in equity securities of certain biotechnology companies which we acquired in connection with strategic
business development transactions, including license and option agreements. These investments are included in other assets in our consolidated balance
sheets.

Moderna

During 2014, we purchased $37.5 of preferred stock of Moderna Therapeutics, Inc. (Moderna), a privately held biotechnology company, which was
recorded at cost. During the first quarter 2018, Moderna announced the completion of a new round of financing. We considered this transaction and the
rights of the new shares issued in the new round, compared to the rights of the preferred equity that we held, and concluded that Moderna’s new round of
financing represented an observable price change in an orderly transaction for a similar investment. We further concluded, based on the respective rights
of the stock and consideration of potential liquidity events, that the value of our preferred stock was equivalent to the value of the newly issued preferred
stock. As a result, we recognized an unrealized gain of $100.8 in investment income during the first quarter 2018 to adjust our equity investment in
Moderna to fair value as of the date of the observable price change, based on the per share price in Moderna’s new round of financing.

On December 6, 2018, Moderna completed its initial public offering (IPO) and shares of Moderna began trading on the Nasdaq Global Select Market
under the symbol “MRNA.” As part of the IPO, our preferred stock was converted into Moderna common stock and subject to a one year lock-up period.
As our equity investment in Moderna common stock now had a readily determinable fair value, we began to record the investment at fair value, with the
effects of the holding period restriction estimated using an option pricing valuation model. During the fourth quarter 2018, we recognized an unrealized
loss of $56.4 in investment income to adjust our investment in Moderna to fair value as of December 31, 2018.

On December 9, 2019, we sold our investment in Moderna. We received $114.7 in net proceeds, resulting in a realized gain of $77.2 on our initial
investment. During the year ended December 31, 2019, we recognized a gain of $32.8 in investment income.

Dicerna

In October 2018, we purchased $10.3 of Dicerna Pharmaceuticals Inc. (Dicerna) common stock in connection with an agreement that we entered into with
Dicerna, a publicly-traded biopharmaceutical company. As our equity investment in Dicerna common stock has a readily determinable fair value, we are
recording the investment at fair value. During the year ended December 31, 2020, there was no unrealized gain or loss recognized in investment income as
the fair value of the common stock as of December 31, 2020 was consistent with the fair value as of December 31, 2019. During the years ended
December 31, 2019 and 2018, we recognized an unrealized gain of $9.5 and an unrealized loss of $1.4, respectively, in investment income to adjust our
equity investment in Dicerna to fair value.

The fair value of this investment was $18.4 as of December 31, 2020 and 2019.
Caelum

In January 2019, we purchased $41.0 of preferred stock of Caelum Biosciences (Caelum), a privately-held biotechnology company, and a $16.1 option to
acquire the remaining equity in Caelum, based on Phase II data, in connection with an agreement that we entered into with Caelum. Following discussions
with the FDA, Caelum changed its clinical development plan for CAEL-101 in the fourth quarter 2019. In December 2019, we amended the terms of the
agreement with respect to the option to acquire the remaining equity in Caelum based on data from the modified Phase II/III trials. We accounted for the
amendment as an exchange transaction as the terms of the modified option were determined to be substantially different than the terms of the original
option. In conjunction with this amendment, we recognized a gain of $32.0 during the fourth quarter 2019 in other income and (expense), which reflects an
increase in the fair value of the option, less $20.0 in incremental upfront funding which we accrued as of December 31, 2019 and paid during the first
quarter 2020, and $4.1 associated with the change in the fair value of contingent payments which we also modified as part of the amendment. Refer to Note
11, Commitments and Contingencies, for additional information on the agreement. As our equity investment in Caelum and the option to acquire the
remaining equity in Caelum does not have a readily determinable fair value, we only adjust the carrying value of the assets for impairment and any
subsequent changes resulting from an observable price change in an orderly transaction for identical or similar equity securities of the same issuer.
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There were no observable price changes associated with these assets during the year ended December 31, 2020 and 2019. A Phase II trial for CAEL-101
commenced during the first quarter of 2020 and met its primary objectives, supporting the safety and tolerability of CAEL- 101 and confirmed the dose and
regimen to be adopted for the Phase III studies. In September 2020, Alexion and Caelum announced the initiation of the Cardiac Amyloid Reaching for
Extended Survival (CARES) program. This includes two parallel Phase III trials to evaluate the survival benefits of CAEL-101. In December 2020, in
connection with entering into the Merger Agreement with AstraZeneca (refer to Note 1, Business Overview and Summary of Significant Accounting
Policies), we determined that the fair value of our option to acquire the remaining equity of Caelum decreased as a result of a change to the expected
option exercise date. This resulted in a $49.0 impairment charge which we recorded to investment income, net. The carrying value of the preferred stock
was unaffected.

As of December 31, 2020, the carrying value of the investment and option, respectively, was $41.0 and $15.0. As of December 31, 2019, the carrying value
of the investment and option, respectively, was $41.0 and $64.0.

Zealand

In March 2019, we purchased $13.8 (Kr. 90.9) of Zealand Pharma A/S (Zealand) common stock in connection with an agreement that we entered into with
Zealand, a publicly traded biopharmaceutical company based in Copenhagen, Denmark. Refer to Note 11, Commitments and Contingencies for additional
information on the agreement. As our equity investment in Zealand common stock has a readily determinable fair value, we are recording the investment at
fair value. During the years ended December 31, 2020 and 2019, we recognized an unrealized loss of $1.9 and an unrealized gain of $14.7, respectively, in
investment income to adjust our equity investment in Zealand to fair value.

The fair value of this investment was $29.1 and $28.5 as of December 31, 2020 and 2019, respectively.
Eidos

In September 2019, we purchased $19.9 of Eidos Therapeutics, Inc. (Eidos) common stock, in connection with an agreement that we entered into with
Eidos, a publicly-traded biopharmaceutical company and subsidiary of BridgeBio Pharma, Inc. Refer to Note 11, Commitments and Contingencies, for
additional information on the agreement. As our equity investment in Eidos common stock has a readily determinable fair value, we are recording the
investment at fair value. During the years ended December 31, 2020 and 2019, we recognized an unrealized gain of $45.4 and $7.9, respectively, in
investment income to adjust our equity investment in Eidos to fair value.

The fair value of this investment was $73.2 and $27.8 as of December 31, 2020 and 2019, respectively.
Stealth

In October 2019, we purchased $9.6 of Stealth BioTherapeutics Corp. (Stealth) common stock, in connection with an agreement that we entered into with
Stealth, a publicly traded clinical-stage biotechnology company. As our equity investment in Stealth common stock has a readily determinable fair value,
we are recording the investment at fair value. During the years ended December 31, 2020 and 2019, we recognized an unrealized loss of $2.4 and $5.2,
respectively, in investment income to adjust our equity investment in Stealth to fair value.

The fair value of this investment was $2.0 and $4.4 as of December 31, 2020 and 2019, respectively.
Portola

In March 2020 and April 2020, we purchased $14.5 and $3.6, respectively, of common stock of Portola Pharmaceuticals, Inc., a publicly traded
commercial-stage biological company which we acquired on July 2, 2020. As our equity investment in Portola common stock had a readily determinable
fair value, we recorded the investment at fair value. Upon the closing of the acquisition of Portola on July 2, 2020, the fair value of the equity investment of
$47.8 was derecognized and included in the fair value of consideration transferred, resulting in a realized gain of $29.7 in investment income on our initial
investment. Refer to Note 2, Acquisitions, for additional information.

Inozyme

On July 17, 2020, we sold certain intellectual property rights and assets focusing on ENPP1 gene deficiencies to Inozyme Pharma (Inozyme), a publicly
traded biopharmaceutical company, in exchange for $14.8 of Inozyme Pharma common stock, which was initially recorded at its IPO offering price, net of
the effects of a nine month holding period restriction. We recognized the $14.8 of consideration received as a gain within gain on sale of asset in our
consolidated statement of operations. As our equity investment in Inozyme common stock has a readily determinable fair value, we are recording the
investment at fair value, with the effects of a nine month holding period restriction estimated using an option pricing valuation model. During the year
ended December 31, 2020, we recognized an unrealized gain of $5.7 in investment income to adjust our equity investment in Inozyme to fair value.
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The fair value of this investment was $20.5 as of December 31, 2020.
8.  Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consist of the following:

FY18 FY19 FY20
$’m Actual Actual Actual
Accounts payable 74.4 74.0 118.6
Royalties 27.0 20.1 27.6
Payroll and employee benefits 170.4 187.5 242.3
Taxes payable 24.4 103.9 150.9
Rebates payable 122.8 250.1 333.3
Clinical 58.6 67.3 97.0
Manufacturing 72.0 72.8 58.2
Accrued severance and restructuring costs 4.2 12.8 31.7
Other 144.4 178.2 143.7
Total 698.2 966.7 1,203.3
9.  Debt
Credit Agreement

On June 7, 2018, we entered into an Amended and Restated Credit Agreement (the Credit Agreement), with Bank of America, N.A. as Administrative Agent.
The Credit Agreement amended and restated our credit agreement dated as of June 22, 2015 (the Prior Credit Agreement).

The Credit Agreement provides for a $1,000.0 revolving credit facility and a $2,612.5 term loan facility. The revolving credit facility and the term loan
facility mature on June 7, 2023. Beginning with the quarter ended June 30, 2019, we are required to make payments of 5.0% of the original principal
amount of the term loan facility annually, payable in equal quarterly installments.

Loans under the Credit Agreement bear interest, at our option, at either a base rate or a Eurodollar rate, in each case plus an applicable margin. Under
the Credit Agreement, the applicable margins on base rate loans range from 0.25% to 1.00% and the applicable margins on Eurodollar loans range from
1.25% to 2.00%, in each case based on our consolidated net leverage ratio (as calculated in accordance with the Credit Agreement). As of December 31,
2020, the interest rate on our outstanding loans under the Credit Agreement was 1.4%. Our obligations under the Credit Agreement are guaranteed by
certain of Alexion Pharmaceuticals, Inc.’s foreign and domestic subsidiaries and secured by liens on certain of our subsidiaries’ equity interests, subject to
certain exceptions. Under the terms of the Credit Agreement, we must maintain a ratio of total net debt to EBITDA of 3.50 to 1.00 (subject to certain
limited adjustments) and EBITDA to cash interest expense ratio of at least 3.50 to 1.00, in each case as calculated in accordance with the Credit
Agreement. We were in compliance with all applicable covenants under the Credit Agreement as of December 31, 2020.

The Credit Agreement contains certain representations and warranties, affirmative and negative covenants and events of default. The negative covenants in
the Credit Agreement restrict Alexion’s and its subsidiaries’ ability, subject to certain baskets and exceptions, to (among other things) incur liens or
indebtedness, make investments, enter into mergers and other fundamental changes, make dispositions or pay dividends. The restriction on dividend
payments includes an exception that permits us to pay dividends and make other restricted payments regardless of dollar amount so long as, after giving
pro forma effect thereto, we have a consolidated net leverage ratio, as defined in the Credit Agreement, within predefined ranges, subject to certain
increases following designated material acquisitions.

In connection with entering into the Credit Agreement and the Prior Credit Agreement, we paid an aggregate of $53.1 in financing costs in 2018.
Financing costs are amortized as interest expense over the life of the debt. Amortization expense associated with deferred financing costs for the years
ended December 31, 2020, 2019, and 2018 was $4.7, $5.0 and $8.0, respectively. Remaining unamortized deferred financing costs as of December 31,
2020 and 2019 were $11.1 and $15.8, respectively.

We made principal payments of $130.6 on the term loan during 2020 and as of December 31, 2020, we had $2,383.9 outstanding on the term loan. We
made principal payments of $98.0 on the term loan during 2019 and as of December 31, 2019, we had $2,514.5 outstanding on the term loan. We had no
outstanding borrowings under the revolving credit facility during the years ended December 31, 2020 and 2019. As of December 31, 2020 and 2019, we
had open letters of credit of $1.0 that offset our availability in the revolving facility.
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The amount outstanding under the term loan of $2,383.9 as of December 31, 2020 is subject to variable interest rates, which are based on current market
rates, and as such, the Company believes the carrying amount of the obligation approximates fair value.

In connection with the planned merger with AstraZeneca, we evaluated the terms of the Credit Agreement and determined that the agreement could require
acceleration of payments upon a change of control.

Royalty-based Financing

In connection with our acquisition of Portola during the third quarter 2020, we assumed royalty-based debt relating to a royalty sales agreement Portola
had entered into with HealthCare Royalty Partners (HCR) whereby HCR acquired a tiered royalty interest in future worldwide net sales of ANDEXXA.
Portola received $50.0 upon closing of the agreement in February 2017 and an additional $100.0 following the U.S. regulatory approval of ANDEXXA in
May 2018. Tiered royalties ranging from 4.2% to 8.5% are required to be paid to HCR based on net worldwide sales of ANDEXXA. The applicable rate
decreases as worldwide net annual sales levels increase above defined thresholds. Total potential royalty payments are capped at 195.0% of the funding
received less certain transaction expenses, or $290.6. As of the date of acquisition, the remaining due to HCR was $276.9 in royalty-based payments.

We recorded the HCR debt at its fair value of $182.0 upon closing of the acquisition, representing an initial debt discount of $94.9. We have also
recognized a deferred tax asset of $42.4 related to the royalty-based debt as of the acquisition date. For additional information on our acquisition of
Portola, refer to Note 2, Acquisitions. Interest expense is recognized using the effective interest rate method over the estimated period the related debt will
be paid. This requires estimation of the timing and amount of future royalty payments to be generated from future sales of ANDEXXA. We reassess the
expected royalty payments each reporting period and account for any changes through an adjustment to the effective interest rate on a prospective basis.
The assumptions used in determining the expected repayment term of the debt require that we make estimates that could impact the short and long term
classification of the debt carrying values.

Each period, we amortize the initial debt discount using the effective interest rate implied from the projected timing of royalty payments to HCR. The
effective interest rate for the HCR royalty-based debt as of December 31, 2020 was 11.5%. During the year ended December 31, 2020, we recognized
interest expense associated with the amortization of the debt discount of $10.0. We made royalty-based debt payments of $5.0 during 2020.

As of December 31, 2020, the carrying value of the royalty-based debt includes approximately $3.0 of royalty payments on fourth quarter sales of
ANDEXXA which will be paid during the first quarter 2021.

As of December 31, 2020, the carrying value of the HCR royalty-based debt was $187.0, of which $15.5 was recorded within current portion of long-term
debt and $171.5 was recorded within long-term debt, less current portion on our consolidated balance sheet. Our payment obligations for HCR royalty-
based debt are as follows:

FY20
$’m Actuals
Total repayment obligation as of the acquisition date 276.9
Less: interest to be accreted in future periods (84.9)
Less: payments made (5.0)
Carrying value as of December 31, 2020 187.0

The carrying value of the royalty-based debt as of December 31, 2020 approximates fair value.
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Contractual Maturities

The contractual maturities of our Credit Agreement and estimated royalty-based debt obligations due subsequent to December 31, 2020 are as follows:

Year $’m
2021 146.1
2022 158.4
2023 2,167.7
2024 63.6
2025 76.5
Thereafter 43.5
10. Leases
The following table summarizes our lease assets and liabilities as of December 31, 2020:
ROU Assets and Liabilities ($°m) Balance Sheet Location Financing Operating
ROU—Asset Right of use operating assets — 223.1
ROU—Asset Property, plant, and equipment 105.4 —
Lease liabilities (current) Other current liabilities 5.6 28.1
Lease liabilities (noncurrent) Noncurrent operating lease liabilities — 177.1
Lease liabilities (noncurrent) Other liabilities 67.3 —
The following table summarizes our lease assets and liabilities as of December 31, 2019:
ROU Assets and Liabilities ($’m) Balance Sheet Location Financing Operating
ROU—Asset Right of use operating assets — 204.0
ROU—Asset Property, plant, and equipment 116.3 —
Lease liabilities (current) Other current liabilities 52 18.8
Lease liabilities (noncurrent) Noncurrent operating lease liabilities — 164.1
Lease liabilities (noncurrent) Other liabilities 72.9 —
The following table summarizes our lease related costs for the years ended December 31, 2020 and 2019:
Lease Cost ($°m):
December 31, December 31,

Statement of Operations Location 2019 2020
Financing Lease Cost 14.80 14.50
Amortization of ROU Assets Operating Expenses 10.90 10.90
Interest on Lease Liabilities Interest Expense 3.90 3.60
Operating Lease Cost Operating Expenses 34.30 38.10
Variable Lease Cost Operating Expenses 11.80 8.70
Total Lease Cost 60.90 61.30

Amounts above include $11.9 and $15.6, of lease costs associated with our CMO embedded lease arrangement for the years ended December 31, 2020 and

2019, respectively, which have been capitalized as part of the cost of product being manufactured at the site.
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The following table summarizes supplemental cash flow information for the years ended December 31, 2020 and 2019:

Other Information
Years ended
December 31, December 31,

$’m 2019 2020

Cash Paid for Amounts Included in Measurement of Liabilities 32.3 394
Operating Cash Flows from Financing Leases 3.9 3.6
Operating Cash Flows from Operating Leases 23.5 30.7
Financing Cash Flows from Financing Leases 4.9 5.1
ROU Assets Obtained in Exchange For New Financing Liabilities @ — —
ROU Assets Obtained in Exchange for New Operating Liabilities @ 27.5 31.6

(1) We capitalized $83.1 of ROU financing assets upon adoption of the new lease standard in the first quarter of 2019 that are excluded from the figures
for the year ended December 31, 2019. This figure excludes $44.2 of opening adjustments to ROU finance assets related, primarily, to prepayments
of rent.

(2) We capitalized $172.2 of ROU operating assets upon adoption of the new lease standard in the first quarter of 2019 that are excluded from the figures
for the year ended December 31, 2019. This figure excludes $26.6 of opening adjustments to ROU operating assets related, primarily, to

prepayments of rent.

The following tables summarize maturities of lease liabilities and the reconciliation of lease liabilities as of December 31, 2020:

Lease Liability Maturity Summary ($°m) Year Financing Operating Total

2021 9.0 34.4 43.4
2022 9.2 32.0 41.2
2023 9.2 25.2 34.4
2024 9.4 22.5 31.9
2025 9.6 20.7 30.3
Thereafter 45.0 103.1 148.1
Reconciliation of Lease Liabilities: Financing Operating Total
Weighted-average Remaining Lease Term (years) 9.67 8.87 9.08
Weighted-average Discount Rate 4.9% 3.4% 3.8%
Total Undiscounted Lease Liability 91.4 237.9 329.3
Imputed Interest 18.5 32.7 51.2
Total Discounted Lease Liability 72.9 205.2 278.1

The following table summarizes the reconciliation of lease liabilities as of December 31, 2019:

Reconciliation of Lease Liabilities: Financing Operating Total
Weighted-average Remaining Lease Term (years) 10.7 10.2 10.3
Weighted-average Discount Rate 4.9% 4.1% 4.3%
Total Undiscounted Lease Liability 100.2 223.6 323.8
Imputed Interest 22.1 40.7 62.8
Total Discounted Lease Liability 78.1 182.9 261.0

For comparable purposes, our aggregate future minimum non-cancellable commitments under leases as of December 31, 2018 were as follows:

Year $’m

2019 27.8
2020 24.7
2021 21.3
2022 19.9
2023 19.7
Thereafter 132.2

78




Excluded from the table above are commitments with Lonza Group AG and its dffiliates (Lonza), a third party manufacturer that produces a portion of
commercial and clinical quantities of our commercial products and product candidates. During the third quarter 2015, we entered into an agreement with
Lonza whereby Lonza constructed a facility to be used to manufacture product under a supply agreement for Alexion at one of its existing facilities,
resulting in the determination that the CMO arrangement contained a lease. This agreement requires us to make certain payments during the construction
of the manufacturing facility and annual payments for ten years thereafter. As the arrangement contains both a lease and non-lease component, related to
the supply of product, the consideration paid to Lonza is allocated between these components. As of December 31, 2018, we had various manufacturing
and licensing agreements with Lonza, with remaining total non-cancellable future commitments of approximately $1,084.6. This amount included $88.7 of
undiscounted, fixed payments applicable to our CMO embedded lease arrangement with Lonza, based on the relative standalone price of the lease and
non-lease components of the arrangement at that time.

11.  Commitments and Contingencies
Asset Acquisition and In-License Agreements

We have entered into asset purchase agreements, license agreements, and option arrangements in order to advance and obtain technologies and services
related to our business. These agreements generally require us to pay an initial fee and certain agreements call for future payments upon the attainment of
agreed upon development, regulatory and/or commercial milestones. These agreements may also require minimum royalty payments based on sales of
products developed from the applicable technologies, if any.

In January 2019, we entered into an agreement with Caelum, a biotechnology company that is developing CAEL-101 for light chain (AL) amyloidosis.
Under the terms of the agreement, we acquired a minority equity interest in preferred stock of Caelum and an exclusive option to acquire the remaining
equity in Caelum based on Phase II data, for pre-negotiated economics. We paid $30.0 in the first quarter 2019 and agreed to pay up to an additional
$30.0 in contingent development milestones prior to exercising the option to acquire the remaining equity in Caelum. These contingent payments meet the
definition of a derivative liability and were initially recorded at fair value of $27.1. We allocated the total consideration of $57.1, inclusive of the fair value
of the contingent payments, to the equity investment in Caelum and the option to acquire the remaining equity in Caelum based on the relative fair values of
the assets. Following discussions with the FDA, Caelum changed its clinical development plan for CAEL-101 in the fourth quarter 2019. In
December 2019, we amended the terms of the agreement with Caelum to modify the option to acquire the remaining equity in Caelum based on data from
the modified Phase II/III trials. The amendment also modified the development- related milestone events associated with the initial $30.0 in contingent
payments, provided for an additional $20.0 in upfront funding, which we accrued as of December 31, 2019 as well as funding of $60.0 in exchange for an
additional equity interest at fair value upon achievement of a specific development-related milestone event. We paid the additional $20.0 in upfront funding
and the initial $30.0 in contingent payments in 2020. The agreement with Caelum also provides for additional payments, in the event Alexion exercises the
purchase option, for up to $500.0, which includes an upfront option exercise payment and potential regulatory and commercial milestone payments. A
Phase II trial for CAEL-101 commenced during the first quarter of 2020 and met its primary objectives, supporting the safety and tolerability of CAEL-101
and confirmed the dose and regimen to be adopted for the Phase III studies. In September 2020, Alexion and Caelum announced the initiation of the
Cardiac Amyloid Reaching for Extended Survival (CARES) program. This includes two parallel Phase III trials to evaluate the survival benefits of CAEL-
101. In December 2020, in connection with entering into the Merger Agreement with AstraZeneca, we determined that the fair value of our option to
acquire the remaining equity of Caelum decreased as a result of a change to the expected option exercise date. This resulted in a $49.0 impairment charge
which we recorded to investment income, net (refer to Note 7, Other Investments).

In March 2019, we entered into an agreement with Zealand which provides us with exclusive worldwide licenses, as well as development and commercial
rights, for subcutaneously delivered preclinical peptide therapies directed at up to four complement pathway targets. Pursuant to the agreement, Zealand
will lead joint discovery and research efforts through the preclinical stage, and Alexion will lead development efforts beginning with the investigational
new drug filing and Phase I studies. In addition to the agreement, we made an equity investment in Zealand (refer to Note 7, Other Investments). Under the
terms of the agreement, we made an upfront payment of $40.0 for an exclusive license to the lead target and the equity investment, as well as for preclinical
research services to be performed by Zealand in relation to the lead target. The market value of the equity investment was $13.8 as of the date of
acquisition, which we recorded in other assets in our consolidated balance sheets. We also recognized prepaid research and development expense of $5.0
within the consolidated balance sheets associated with the research activities to be performed by Zealand. Due to the early stage of the asset we are
licensing, we recorded the upfront license payment of $21.2 as research and development expense during the first quarter 2019. As of December 31, 2020,
we could be required to pay up to $610.0, for the lead target, upon the achievement of specified development, regulatory and commercial milestones, as
well as royalties on commercial sales. In addition, we could be required to pay up to an additional $115.0 in development and regulatory milestones if both
a long-acting and short-acting product are developed with respect to the lead target. Each of the three subsequent targets can be selected for an option fee
of $15.0 and has the potential for additional development, regulatory and commercial milestones, as well as royalty payments, at a reduced price to the
lead target.
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In April 2019, we entered into an agreement with Affibody AB (Affibody), through which Alexion obtained an exclusive worldwide license, as well as
development and commercial rights, to ABY-039, a bivalent antibody- mimetic that targets the neonatal Fc receptor (FcRn). Under the terms of the
agreement, we made an upfront payment of $25.0 for the exclusive license to ABY-039. Due to the early stage of the asset we licensed, we recorded the
upfront license payment as research and development expense during the second quarter 2019. In February 2020, based on data from our Phase I study, we
terminated the agreement to co-develop ABY-039 with Affibody.

In September 2019, we entered into an agreement with Eidos through which Alexion obtained an exclusive license to develop and commercialize AG10 in
Japan. AG10 is a small molecule designed to treat the root cause of transthyretin amyloidosis (ATTR) and is currently in a Phase III study in the U.S.,
Europe, and Japan for ATTR cardiomyopathy (ATTR-CM). In addition, we made an equity investment in Eidos (refer to Note 7, Other Investments). Under
the terms of the agreement, we made an upfront payment of $50.0 for the exclusive license to AG10 in Japan and the equity investment. The market value of
the equity investment was $19.9 as of the date of acquisition, which we recorded in other assets in our consolidated balance sheets. Due to the early stage
of the asset we are licensing, we recorded the upfront license payment of $30.1 as research and development expense during the third quarter 2019. As of
December 31, 2020, we could also be required to pay $30.0 upon achievement of a Japanese-based regulatory milestone as well as royalties on commercial
sales.

In October 2019, we entered into an option agreement with Stealth BioTherapeutics Corp. (Stealth), a clinical- stage biotechnology company whose lead
product candidate, elamipretide, was being investigated in late-stage clinical studies in three primary mitochondrial diseases—primary mitochondrial
myopathy (PMM), Barth syndrome and Leber’s hereditary optic neuropathy. Under the terms of the agreement, we made an upfront payment of $30.0 for
an equity investment in Stealth and an exclusive option to partner with Stealth in the development of subcutaneous elamipretide based on final results from
the Phase III study in PMM. The market value of the equity investment was $9.6 as of the date of acquisition, which we recorded in other assets in our
consolidated balance sheets. Due to the early stage of the asset for which we have an option to license, we recorded the upfront option payment of $20.4 as
research and development expense during the fourth quarter 2019. In December 2019, Stealth announced that based on top-line data from the Phase 3
study in PMM, the study did not meet its primary endpoints. Following review of the Phase 3 data released in December 2019, we notified Stealth that we
will not exercise the co-development option agreement.

In October 2018, we entered into a collaboration agreement with Dicerna that provides us with exclusive worldwide licenses and development and
commercial rights for two preclinical RNA interference (RNAi) subcutaneously delivered molecules for complement- mediated diseases, as well as an
exclusive option for other preclinical RNAi molecules for two additional targets within the complement pathway. In addition to the collaboration
agreement, we made an equity investment in Dicerna. Under the terms of the agreements, we made an upfront payment of $37.0 for the exclusive licenses
and the equity investment. The market value of the equity investment was $10.3 as of the date of acquisition, which we recorded in other assets in our
consolidated balance sheets. Due to the early stage of the assets we are licensing, we recorded the upfront license payment of $26.7 as research and
development expense during the fourth quarter 2018. In December 2019, we exercised our option for exclusive rights to two additional targets within the
complement pathway under an existing agreement with Dicerna, which expands our existing research collaboration and license agreement with Dicerna to
include a total of four targets within the complement pathway. In connection with the option exercise, we paid Dicerna $20.0, which we recorded as
research and development expense in the fourth quarter 2019. As of December 31, 2020, excluding accrued milestones, we could be required to pay up to
$604.1 for amounts due upon the achievement of specified research, development, regulatory and commercial milestones on the four licensed targets, as
well as royalties on commercial sales.

In December 2017, we entered into a collaboration and license agreement with Halozyme Therapeutics, Inc. that allows us to use drug- delivery
technology in the development of subcutaneous formulations for our portfolio of products for up to four targets. Under the terms of the agreement, we made
an upfront payment of $40.0 for an exclusive license to two of the four potential targets and due to the early stage of the assets we are licensing, we
recorded an expense for the upfront payment during the fourth quarter 2017. During the second quarter 2020, we forfeited our rights to one of the two
targets we initially licensed. As of December 31, 2020, we could be required to pay up to $155.0 for the remaining licensed target upon achievement of
specified development, regulatory and sales-based milestones, as well as royalties on commercial sales. Each of the two subsequent targets can be licensed
for an option fee of $8.0, with contingent payments of up to $160.0 per target, subject to development, requlatory and commercial milestones, as well as
royalties on commercial sales.
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In connection with our prior acquisition of Syntimmune, Inc., a clinical-stage biotechnology company developing an antibody therapy targeting the FcRn,
we could be required to pay up to $800.0 upon the achievement of specified development, regulatory and commercial milestones, of which $130.0 is
specific to the subcutaneous formulation. We are currently subject to a claim in litigation in connection with the Syntimmune acquisition alleging that
Alexion failed to meet its obligations under the merger agreement to use commercially reasonable efforts to achieve the milestones and plaintiff has
requested payment of the full earn-out amount.

In addition, excluding accrued milestones, as of December 31, 2020, we have other license agreements under which we may be required to pay up to an
additional $114.0 for currently licensed targets, if certain development, regulatory and commercial milestones are met, including up to $71.5 for the
development of cerdulatinib in multiple indications pursuant to an in-licensing agreement with Astellas Pharma, Inc. which was assumed through the
acquisition of Portola in the third quarter 2020. Additional amounts may be payable if we elect to acquire licenses to additional targets, as applicable,
under the terms of these agreements.

During the next 12 months, we may make milestone payments related to our asset acquisitions, option and in- license agreements of approximately $71.1,
excluding milestones accrued as of December 31, 2020.

Asset Sale and Out-License Arrangements

In connection with prior asset sale and out-license arrangements, including those assumed by Alexion through the acquisition of Portola in the third
quarter 2020, Alexion is entitled to receive contingent payments upon the achievement of various regulatory and commercial milestones and other events,
as well as royalties on commercial sales. The amount of contingent consideration related to these agreements is fully constrained and therefore has not
been recognized as of December 31, 2020.

Manufacturing Agreements
We have various manufacturing development and license agreements to support our clinical and commercial product needs.

We rely on Lonza, a third party manufacturer, to produce a portion of commercial and clinical quantities of our commercial products and product
candidates. We have various manufacturing and license agreements with Lonza, with remaining total non-cancellable future commitments of approximately
$1,137.8 through 2030. This amount includes $100.5 of undiscounted, fixed payments applicable to our Contract Manufacturing Organization (CMO)
embedded lease arrangement with Lonza. If we terminate certain supply agreements with Lonza without cause, we will be required to pay for product
scheduled for manufacture under our arrangement. Under an existing arrangement with Lonza, we pay Lonza a royalty on the sales of SOLIRIS and
ULTOMIRIS manufactured at Lonza facilities.

In addition to our commitments with Lonza, as of December 31, 2020 we have non-cancellable commitments of approximately $175.6 through 2023 with
other third-party manufacturers.

Contingent Liabilities

We are currently involved in various claims, disputes, lawsuits, investigations, administrative proceedings and legal proceedings. On a quarterly basis, we
review the status of each significant matter and assess its potential financial exposure. In accordance with generally accepted accounting principles, if the
potential loss from any claim, asserted or unasserted, or legal proceeding is considered probable and the amount can be reasonably estimated, we accrue a
liability for the estimated loss. Because of uncertainties related to claims, proceedings and litigation, accruals are based on our best estimates based on
information available at the time of the assessment. On a periodic basis, as additional information becomes available, or based on specific events such as
the outcome of litigation, court decisions or settlement of claims (and offers of settlement), we may reassess the potential liability related to these matters
and may revise these estimates, which could result in a material adverse adjustment to our operating results. Costs associated with our involvement in legal
proceedings are expensed as incurred. The outcome of any such proceedings, regardless of the merits, is inherently uncertain. If we were unable to prevail
in any such proceedings, our consolidated financial position, results of operations, and future cash flows may be materially impacted.

We have received, and may in the future receive, notices from third parties claiming that their patents may be infringed by the use, development,
manufacture, importation or sale of our products or product candidates. Under the guidance of ASC 450, Contingencies, we record a royalty accrual based
on our best estimate of the fair value percent of net sales of our products that we could be required to pay the owners of patents for technology used in the
manufacture and sale of our products. A costly license, or inability to obtain a necessary license, could have a material adverse effect on our financial
results.
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In May 2015, we received a subpoena in connection with an investigation by the Enforcement Division of the Securities and Exchange Commission (SEC)
requesting information related to our grant-making activities and compliance with the Foreign Corrupt Practices Act (FCPA) in various countries. In
addition, in October 2015, we received a request from the Department of Justice (DOJ) for the voluntary production of documents and other information
pertaining to Alexion’s compliance with the FCPA. The SEC and DOJ also sought information related to Alexion’s recalls of specific lots of SOLIRIS and
related securities disclosures.

The investigations focused on operations in various countries, including Brazil, Colombia, Japan, Russia and Turkey, and Alexion’s compliance with the
FCPA and other applicable laws.

In May 2020, DOJ informed us that it has closed its inquiry into these matters.

On July 2, 2020, we reached a civil settlement with the SEC fully resolving the SEC’s investigation into possible violations of the FCPA. Alexion neither
admitted nor denied any wrongdoing in connection with the settlement but agreed to pay $21.5 to the SEC, consisting of amounts attributable to
disgorgement, civil penalties, and pre-judgment interest. In connection with this settlement, in July 2020, we paid $21.5 to the SEC.

Following the settlement with the SEC, the Ministry of Health in Turkey initiated an investigation regarding the matters referenced in the SEC Order as
they relate to the Company’s operations in Turkey between 2010 and 2015. We are cooperating with this investigation.

Alexion is committed to continually focusing on its compliance program and continues to enhance its comprehensive company-wide program that is
designed to enhance our business processes, structures, controls, training, talent, and systems across Alexion’s global operations.

As previously reported, on December 29, 2016, a shareholder filed a putative class action against the Company and certain former employees in the U.S.
District Court for the District of Connecticut, alleging that defendants made misrepresentations and omissions about SOLIRIS. On April 12, 2017, the
court appointed a lead plaintiff. On July 14, 2017, the lead plaintiff filed an amended putative class action complaint against the Company and seven
current or former employees. Defendants moved to dismiss the amended complaint on September 12, 2017. Plaintiffs filed an opposition to defendants’
motion to dismiss on November 13, 2017, and defendants filed a reply brief in further support of their motion on December 28, 2017. On March 26, 2019,
the court held a telephonic status conference. During that conference, the court informed counsel that it was preparing a ruling granting the defendants’
pending motion to dismiss. The court inquired of plaintiffs’ counsel whether they intended to seek leave to amend their complaint, and indicated that if they
wished to file a second amended complaint, they would be allowed to do so. On April 2, 2019, the court granted plaintiffs until May 31, 2019 to file a
second amended complaint, thereby rendering moot defendants’ pending motion to dismiss. On June 2, 2019, plaintiffs filed a second amended complaint
against the same defendants. The complaint alleges that defendants engaged in securities fraud, including by making misrepresentations and omissions in
its public disclosures concerning the Company’s SOLIRIS sales practices, management changes, and related investigations, between January 30, 2014 and
May 26, 2017, and that the Company’s stock price dropped upon the purported disclosure of the alleged fraud. The plaintiffs seek to recover unspecified
monetary relief, unspecified equitable and injunctive relief, interest, and attorneys’ fees and costs. Defendants’ filed a motion to dismiss the amended
complaint on August 2, 2019; plaintiffs’ filed their opposition to that motion on October 2, 2019; and defendants’ filed their reply in further support of
their motion on November 15, 2019. Given the early stage of these proceedings, we cannot presently predict the likelihood of obtaining dismissal of the
case (or the ultimate outcome of the case if the motion to dismiss is denied by the court), nor can we estimate the possible loss or range of loss at this time.

In December 2016, we received a subpoena from the U.S. Attorney’s Office for the District of Massachusetts requesting documents relating generally to our
support of Patient Services, Inc. (PSI) and National Organization for Rare Disorders (NORD), 501(c)(3) organizations that provide financial assistance to
Medicare patients taking drugs sold by Alexion; Alexion’s provision of free drug to Medicare patients; and Alexion compliance policies and training
materials concerning the anti-kickback statute and information on donations to PSI and NORD from 2010 through 2016. In April 2019, we entered into a
civil settlement agreement with the DOJ and the Office of Inspector General (OIG) of the U.S. Department of Health and Human Services to resolve this
matter. As part of the settlement agreement, Alexion paid $13.1 to the DOJ and OIG. OIG did not require a Corporate Integrity Agreement with Alexion
because it made fundamental organizational changes, including hiring a new executive leadership team, replacing half of the members of its Board of
Directors, and effecting a significant change in the workforce.
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In May 2017, Brazilian authorities seized records and data from our Sdo Paulo, Brazil offices as part of an investigation being conducted into Alexion’s
Brazilian operations. We are cooperating with this inquiry.

In June 2017, we received a demand to inspect certain of our books and records pursuant to Section 220 of the General Corporation Law of the State of
Delaware on behalf of a purported stockholder. Among other things, the demand sought to determine whether to institute a derivative lawsuit against
certain of the Company’s directors and officers in relation to the investigation by our Audit and Finance Committee announced in November 2016 and the
investigations instituted by the SEC, DOJ, U.S. Attorney’s Office for the District of Massachusetts, and Brazilian law enforcement officials that are
described above. We have responded to the demand. Given the early stages of this matter, an estimate of the possible loss or range of loss cannot be made
at this time.

On September 27, 2017, a hearing panel of the Canadian Patented Medicine Prices Review Board (PMPRB) issued a decision in a previously pending
administrative pricing matter that we had excessively priced SOLIRIS in a manner inconsistent with the Canadian pricing rules and guidelines. In its
decision, the PMPRB ordered Alexion to decrease the price of SOLIRIS to an upper limit based upon pricing in certain other countries, and to forfeit
excess revenues for the period between 2009 and 2017. The amount of excess revenues for the period between 2009 and 2017 was determined not to be a
material amount and was paid in 2018. In October 2017, Alexion filed an application for judicial review of the PMPRB’s decision in the Federal Court of
Canada. On May 23, 2019, the Federal Court of Canada dismissed Alexion’s application for judicial review and, as a consequence, dffirmed the decision
of the PMPRB that we had excessively priced SOLIRIS. On June 21, 2019, Alexion filed a notice of appeal of the Federal Court of Canada’s ruling, and, on
October 17, 2019, Alexion filed a memorandum of fact and law in support of the appeal. On December 3, 2019, the Attorney General of Canada filed its
memorandum of fact and law in support of the Federal Court of Canada’s dismissal of Alexion’s appeal of the PMPRB’s decision. On December 19, 2019,
the intervenor, the Minister of Health for the Province of British Columbia, filed a separate memorandum of fact and law in support of the Federal Court of
Canada’s decision. The Canadian Federal Court of Appeal heard the appeal on October 21 and 22, 2020, but has not issued a decision as of the date of
this filing. Pursuant to an order made by the Federal Court of Canada, as of February 4, 2021, we have placed approximately $70.7 in escrow to secure
our obligations pending the final resolution of all appeals in this matter. This amount reflects the difference between the list price for SOLIRIS and the
price determined by the PMPRB to be non-excessive for sales of SOLIRIS in Canada for the period beginning September 2017 through December 31, 2020.
In addition, on a quarterly basis, until the appeals process has concluded, Alexion will be required to place amounts into escrow for each vial of SOLIRIS
sold in the applicable quarter equal to the difference between the list price for SOLIRIS and the price determined by the PMPRB to be non-excessive. Our
revenues in Canada have been reduced by $49.2 cumulatively to date, which is our current best estimate of our liability through December 31, 2020 if we
lose the appeal of this matter (the amount of our ultimate liability, however, may be greater than this estimate when the appeal process for this matter is
concluded).

Chugai Pharmaceutical Co., Ltd. has filed three lawsuits against Alexion. The first was filed in November 2018 in the United States District Court for the
District of Delaware against Alexion Pharmaceuticals, Inc. alleging that ULTOMIRIS infringes one U.S. patent held by Chugai Pharmaceutical Co., Ltd.
Upon issuance of a new U.S. patent on November 12, 2019, Chugai filed a second lawsuit in the United States alleging that ULTOMIRIS infringes the new
patent. The parties have agreed to consolidate the November 2018 and November 2019 lawsuits. Chugai filed a third lawsuit in December 2018 in the
Tokyo District Court against Alexion Pharma GK (a wholly-owned subsidiary of Alexion) in Japan, and alleges that ULTOMIRIS infringes two Japanese
patents held by Chugai Pharmaceutical Co., Ltd. Chugai’s complaints seek unspecified damages and certain injunctive relief. On March 5, 2020, the
Supreme Court of Japan dismissed Chugai’s appeal against an earlier IP High Court of Japan decision which held that one of the Chugai patents-in-suit is
invalid. Subsequently Chugai filed a correction to the claims of this patents-in-suit and Alexion has countered that the corrected claims are still invalid and
not infringed. In all cases, Alexion has denied the charges and countered that the patents are neither valid nor infringed. A trial date for the U.S. case
which was initially set for July 2021 has been re-scheduled for January 2022. The case is still at the briefing stage in Japan. Given the early stages of these
litigations, an estimate of the possible loss or range of loss cannot be made at this time.
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On February 28, 2019, Amgen Inc. (Amgen) petitioned the U.S. Patent and Trademark Office (PTO) to institute Inter Partes Review (IPR) of three patents
owned by Alexion that relate to SOLIRIS: U.S. Patent Nos. 9,725,504; 9,718,880, and 9,732,149. In each case, Amgen alleged the patented subject matter
was anticipated and/or obvious in view of prior art, and that the patent claims are therefore invalid. On August 30, 2019, the PTO instituted IPRs of each
of the three patents. On May 28, 2020, we entered into a Confidential Settlement and License Agreement (the “Settlement Agreement”) with Amgen to settle
the three IPRs at the Patent Trial and Appeal Board (“PTAB”) of the PTO. Pursuant to the Settlement Agreement, Alexion and Amgen have terminated
each of the pending IPRs. In addition, effective March 1, 2025 (or an earlier date in certain circumstances), the Company grants to Amgen (and its
dffiliates and certain partners) a non-exclusive, royalty- free, license under U.S. patents and patent applications related to eculizumab and various aspects
of the eculizumab product that Alexion currently markets and sells under the tradename SOLIRIS. This license will allow Amgen (and its dffiliates and
certain partners), effective March 1, 2025, the right to make, have made, use, import, have imported, sell, have sold, offer for sale, have offered for sale,
distribute, and have distributed in, or for, the U.S., an eculizumab product.

In connection with an ongoing matter, in August 2019, the Brazilian Federal Revenue Service provided a Notice of Tax and Description of the Facts (the
“Tax Assessment”) to two Alexion subsidiaries (the “Brazil Subsidiaries”), as well as to two additional entities, a logistics provider utilized by Alexion and
a distributor. The Tax Assessment focuses on the importation of SOLIRIS vials pursuant to Alexion’s free drug supply to patients program (referred to as
Global Access to Medicines, or GATM) in Brazil. In September 2019, the Brazil Subsidiaries filed defenses to the Tax Assessment disputing the basis for
liability under the Tax Assessment, based on, among others, the following: in connection with the operation of GATM, during the period from
September 2014 to June 2019: (i) the importers responsible for the importation of the GATM SOLIRIS vials into Brazil were correctly identified and (ii) the
correct customs value was utilized for the purpose of importing the GATM SOLIRIS vials provided to the patients free of charge. The defenses filed by
Alexion are pending judgment at the first level of administrative appeals within the Brazilian federal administrative proceeding system. There are three
separate levels of administrative appeals within the Brazilian federal administrative proceeding system and, if the outcome of these administrative appeals
is unfavorable, the final decision of the federal administrative proceeding system can be disputed to the federal court systems in Brazil (at this time,
Alexion intends to appeal the Tax Assessment if it is not overturned in the course of administrative appeals). Given the early stage of these proceedings,
Alexion is unable to predict the duration, scope or outcome of this matter, but we expect that a final resolution will take three years or more. While it is
possible that a loss related to the Tax Assessment may be incurred, given its ongoing nature, we cannot reasonably estimate the potential magnitude of any
such possible loss or range of loss, or the cost of the ongoing administrative appeals (and potential appeals to the federal court system) of the Tax
Assessment. Any determination that any aspects of the importation of free of charge medications into Brazil as set forth in the Tax Assessment are not, or
were not, in compliance with existing laws or requlations could result in the imposition of fines, civil penalties and, potentially criminal penalties, and/or
other sanctions against us, and could have an adverse impact on our Brazilian operations.

In connection with Alexion’s acquisition of Portola, we have assumed litigation to which Portola was a party. Among the litigation assumed is a securities
fraud class action filed against Portola and certain of its officers, directors and underwriters (“Defendants”) under the Securities Act of 1933 and the
Securities Exchange Act of 1934. Specifically, on January 16, 2020, February 7, 2020, and February 28, 2020, stockholders filed three putative class
actions in the U.S. District Court for the Northern District of California, captioned Hayden v. Portola Pharmaceuticals, Inc., et al., No. 3:20-cv-00367-VC
(N.D. Cal.); McCutcheon v. Portola Pharmaceuticals, Inc., et al., No. 3:20-cv-00949 (N.D. Cal.); and Southeastern Pennsylvania Transportation Authority
v. Portola Pharmaceuticals, Inc., et al., No. 3:20-cv-01501 (N.D. Cal.). These cases have since been consolidated, and on April 22, 2020, the Court issued
an Order appointing the Alameda County Employees’ Retirement Association (“ACERA”) as Lead Plaintiff in the litigation. ACERA filed its amended
consolidated complaint on May 20, 2020, asserting that Defendants made misrepresentations and omissions in public disclosures (including in materials
issued in connection with the August 7, 2019 securities offering) concerning Portola’s sales of andexanet alfa, marketed as ANDEXXA in the United States
and ONDEXXYA in Europe, between January 8, 2019 and February 26, 2020. Specifically, plaintiffs allege that Defendants made materially false and/or
misleading statements about the demand for ANDEXXA, usage of ANDEXXA by hospitals and healthcare organizations, and about Portola’s accounting
for its return reserves. Plaintiffs contend that the alleged fraud was revealed on January 9, 2020, when Portola announced its preliminary unaudited
financial results for the fourth quarter of 2019, and again on February 26, 2020, when Portola issued its fourth quarter 2019 financial results. In
July 2020, Portola and the Portola Defendants filed a motion to dismiss with the Court. The court heard oral argument on September 24, 2020 and granted
defendants’ pending motion to dismiss, but with leave for plaintiffs to amend further their complaint. Plaintiffs filed an amended complaint on November 5,
2020. In December 2020, Portola and Portola Defendants filed a motion to dismiss with the Court. Oral argument is scheduled for February 25, 2021.
Plaintiffs seek to recover unspecified monetary relief, interest, and attorneys’ fees and costs. Given the early stage of these proceedings, we cannot
presently predict the likelihood of obtaining dismissal of the case (or the ultimate outcome of the case if that motion to dismiss is denied by the court), nor
can we estimate the possible loss or range of loss at this time.
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12. Income Taxes

Income tax expense is based on income before income taxes as follows:

Year ended Year ended Year ended
December December December
31, 31, 31,
2018 2019 2020

$’m Actual Actual Actual
U.S. (451.4) 2.0 (1,098.5)
Non-U.S. 693.6 2,176.8 1,667.5
Total 242.2 2,178.8 569.0

During the fourth quarter of 2013, in connection with the centralization of our global supply chain and technical operations in Ireland, our U.S. parent
company became a direct partner in a captive foreign partnership. The partnership income, which is derived in foreign jurisdictions, is classified as “non-

U.S. income” for purposes of financial reporting. Substantially all non-U.S. income relates to income from our captive foreign partnership.

The components of income tax expense are as follows:

Year ended Year ended Year ended
December December December
31, 31, 31,
2018 2019 2020
$’m Actual Actual Actual
Domestic
Current 57.0 71.8 3.1
Deferred 49.5 1,731.0 (382.1)
106.5 1,802.8 (379.0)
Foreign
Current 74.7 158.2 245.9
Deferred (16.6) (2,186.5) 98.7
58.1 (2,028.3) 344.6
Total
Current 131.7 230.0 249.0
Deferred 32.9 (455.5) (283.4)
Total 164.6 (225.5) 34.4)

We continue to pay cash taxes in U.S. federal, various U.S. state, and foreign jurisdictions where we have utilized all of our tax attributes or have met the

applicable limitation for attribute utilization.
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Effective Tax Rate

The provision (benefit) for income taxes differs from the U.S. federal statutory tax rate. The reconciliation of the statutory U.S. federal income tax rate to
our effective income tax rate is as follows:

Year ended Year ended Year ended
December December December
31, 31, 31,
2018 2019 2020
Actual Actual Actual

U.S. federal statutory tax rate 21.0% 21.0% 21.0%
Benefit of foreign earnings (71.2)% (12.6)% (15.5)%
Tax credits (17.0)% (0.7)% (7.3)%
Tax reserves 12.1% (0.1)% 0.6)%
Acquired in-process research & development 102.6% — —
Intra-entity asset transfer of intellectual property — (17.5)% 0.4%
Foreign-derived intangible income 4.5)% (1.6)% (10.0)%
U.S. state taxes 14.2% 0.7% (1.6)%
IRC 162(m) executive compensation 2.2% 0.2% 4.1%
Other permanent differences 8.6% 0.3% 3.5%
Effective Income Tax Rate 68.0% 10.3)% 6.00%

In our reconciliation of our statutory U.S. federal income tax rate to our effective tax rate above, we have included a benefit of foreign earnings amount
which encapsulates the various tax impacts that result from our non-U.S. income. As a result of the Tax Cuts and Jobs Act of 2017 (Tax Act), a substantial
portion of our foreign earnings are subject to the GILTI minimum tax at an effective rate which is lower than the U.S. statutory tax rate of 21.0%. While we
are also subject to tax in foreign jurisdictions locally, the majority of these taxes are creditable against U.S. taxes imposed on foreign earnings. As a result,
the effective tax rate on our foreign earnings is lower than the U.S. statutory rate.

In the year ended December 31, 2020, the benefit of foreign earnings includes foreign local tax expense of $270.8, which is offset by the benefit from U.S.
foreign tax credits of $240.6, resulting in a net increase to the effective tax rate of 5.3%. We incurred U.S. tax expense on our foreign earnings of $201.5,
which includes GILTI minimum tax. The U.S. tax on our foreign earnings reflects a benefit of $148.7, or 26.1%, primarily related to the
Section 250(a) deduction, compared to the U.S. statutory rate. The benefit from foreign earnings also includes the impact of certain current year events as
described below.

In the year ended December 31, 2020, other permanent differences includes an increase to the effective tax rate of 1.5%, or $8.5, associated with
nondeductible contingent consideration in the form of non-tradeable contingent value rights (CVRs) relating to the Achillion acquisition. Also included in
other permanent differences is a decrease to the effective tax rate of 1.1%, or $6.2, associated with a nontaxable gain from our Portola equity investment
which was included in the fair value of consideration transferred in connection with the Portola acquisition.

During the second quarter 2020, we recognized an impairment charge of $2,042.3 related to the KANUMA intangible asset, resulting in a deferred tax
benefit of $377.3. Refer to Note 4, Intangible Assets and Goodwill, for additional information on the impairment charge. These deferred tax benefits
decreased the effective tax rate for the year ended December 31, 2020 by approximately 19.2%.

In August 2020, we received a notice of examination from the Dutch Tax Authorities (“DTA”) regarding certain matters relating to our 2014 through 2017
tax years. We entered into an agreement with the DTA in December 2020 and have agreed to pay approximately $73.8 in connection with the settlement,
inclusive of the 2018 and 2019 tax years. After taking into account the $56.1 U.S. foreign tax credit claimed on the settlement, the net cash outflow was
$17.7, representing a 3.1% net increase to the effective tax rate. This net tax expense is reflected within benefit from foreign earnings.

In April 2020 we became aware of a European withholding tax regulation that could be interpreted to apply to certain of our previous intra-group
transactions. We continue to evaluate whether the interpretation of this regulation applies to our facts and circumstances, and, based on our preliminary
analysis, we recorded an immaterial reserve related to this matter during the second quarter of 2020.

In the year ended December 31, 2019, the benefit of foreign earnings includes foreign local tax expense of $193.2, which is offset by the benefit from U.S.
foreign tax credits of $196.1, resulting in a net decrease to the effective tax rate of 0.1%. We incurred U.S. tax expense on our foreign earnings of $187.6,
which includes GILTI minimum tax. The U.S. tax on our foreign earnings reflects a benefit of $269.5, or 12.4%, primarily related to the
Section 250(a) deduction, compared to the U.S. statutory rate. The benefit from foreign earnings also includes certain one-time tax benefits associated with
the intellectual property of Wilson Therapeutics. The deferred tax benefits include $95.7 and $30.3 associated with a tax election made with respect to
intellectual property of Wilson Therapeutics and a valuation allowance release and corresponding recognition of net operating losses, respectively. On
July 1, 2019, the Wilson Therapeutics intellectual property was integrated into the Alexion corporate structure, resulting in income tax expense of
approximately $10.2.
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A comprehensive analysis of our prior year estimate related to our foreign-derived intangible income (“FDII”) was completed during the third quarter
2019 based on additional guidance provided in the proposed regulations issued by the U.S. Treasury Department in 2019. The analysis resulted in income
tax benefit of $17.0 related to prior year, which was recorded as a change in estimate in income tax expense in our consolidated statements of operations,
resulting in a decrease of approximately 0.8% to our effective tax rate.

In the year ended December 31, 2019, the Company completed an intra-entity asset transfer of certain intellectual property to an Irish subsidiary within
our captive foreign partnership. The Company recognized deferred tax benefits of $2,221.5 which represents the difference between the basis of the
intellectual property for financial statement purposes and the basis of the intellectual property for tax purposes, applying the appropriate enacted statutory
tax rates. The Company will receive future tax deductions associated with amortization of the intellectual property, and any amortization not deducted for
tax purposes will be carried forward indefinitely under Irish tax law. An offsetting deferred tax expense of $1,839.3 has been recognized to reflect the
reduction of future foreign tax credits associated with the foreign local tax amortization deductions. These net deferred tax benefits resulted in a decrease of
approximately 17.5% to our effective tax rate.

In the year ended December 31, 2018, the benefit of foreign earnings includes foreign local tax expense of $58.1, substantially all of which is offset by the
benefit from U.S. foreign tax credits of $54.2, resulting in a net increase to the effective tax rate of 1.6%. We incurred U.S. tax expense on our foreign
earnings of $206.1, which includes GILTI minimum tax. The U.S. tax on our foreign earnings reflects a benefit of $108.7, or 44.8%, primarily related to the
Section 250(a) deduction, compared to the U.S. statutory rate. Also included in this component is a benefit of $67.7 from adjustments to 2018 provisional
accounting for the Tax Act, which resulted in a decrease to our effective tax rate of approximately 28.0%.

The effective tax rate reconciliation includes the tax impact of acquisitions of IPR&D assets. Absent successful clinical results and regulatory approval,
there is no alternative use for certain acquired IPR&D assets. An increase to the effective tax rate results when the value of such assets are expensed, and
no tax benefit is recognized. In the year ended December 31, 2018, this component of the effective tax rate includes an increase to tax expense of $248.4
related to the acquired IPR&D costs for the acquisitions of Wilson Therapeutics and Syntimmune, which increased our effective tax rate by 69.7% and
32.9%, respectively.

In the year ended December 31, 2018, other permanent differences include tax expense of $15.8 or 6.5% related to other nondeductible compensation.
The Tax Act

In December 2017, the Tax Act was enacted into law. The Tax Act decreased the US federal corporate tax rate to 21.0%, imposed a minimum tax on foreign
earnings related to intangible assets (GILTI), a one-time transition tax on previously unremitted foreign earnings, and modified the taxation of other
income and expense items. With regard to the GILTI minimum tax, foreign earnings are reduced by the profit attributable to tangible assets and a
deductible allowance of up to 50.0%, subject to annual limitations. We have elected to account for the impact of the minimum tax in deferred taxes.

We calculated provisional amounts for the tax effects of the Tax Act that could be reasonably estimated, but not completed, in our results for the year ended
December 31, 2017. As of the fourth quarter 2018 we had completed our analysis of all provisional estimates, and concluded as follows:

(@) We calculated a reasonable estimate of the one-time transition tax on previously unremitted earnings, which resulted in an increase to U.S. Federal tax
expense of $177.9 and an increase to taxes payable, net of tax credits, of $28.0 in the period ended December 31, 2017. Our initial accounting for the
transition tax was not complete as of December 31, 2017 because there was uncertainty regarding the calculation of the amounts subject to the tax. We
completed our analysis of the transition tax and related interpretive guidance during the third quarter 2018. No significant measurement period
adjustment to our initial accounting was required.

(b) We calculated a reasonable estimate of the impact of the GILTI minimum tax on deferred taxes, which resulted in an increase to U.S. Federal tax
expense and the deferred tax liability of $236.9 in the period ended December 31, 2017. Our initial accounting for the minimum tax was incomplete
because there was uncertainty regarding the calculation of the temporary differences subject to the minimum tax. We completed our analyses of these
temporary differences and the expected timing and manner of their reversal during the fourth quarter 2018. We recorded measurement period
adjustments during 2018 which resulted in a decrease to U.S. federal tax expense of $67.7.
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We calculated a reasonable estimate of the Tax Act’s limits on deductions for employee remuneration, including remuneration in kind, which resulted in
an insignificant impact to tax expense, taxes payable, and deferred taxes in the period ended December 31, 2017. Our initial accounting for these
limits was incomplete because there was uncertainty regarding the value of the deduction- limited remuneration. We completed our analysis of the
relevant employee remuneration arrangements during the third quarter 2018. No measurement period adjustment to our initial accounting was
required.

We calculated a reasonable estimate of the impact of the Tax Act to U.S. state income taxes, which resulted in an increase to tax expense, taxes
payable, and deferred taxes of $2.9, $2.2, and $0.7, respectively, in the period ended December 31, 2017. We interpreted the effect of the Tax Act’s
changes to federal law on each U.S. state’s system of taxation as of the date of enactment. We completed additional analysis of the effect of
modifications to federal deductions and income inclusions on U.S. state tax systems in the fourth quarter 2018. No measurement period adjustment to
our initial accounting was required.

We calculated the deferred tax liability related to our foreign captive partnership in the period ended December 31, 2017 consistent with our
calculation in periods prior to enactment of the Tax Act. As a result, the deferred tax liability we recorded as of December 31, 2017 of $533.4 related
to our foreign captive partnership was provisional. We completed additional analysis of the direct and indirect effects of the Tax Act during the fourth
quarter 2018. We recorded measurement period adjustments during 2018 which resulted in an increase to U.S. state income tax expense and deferred
taxes of $11.1.

Deferred Taxes

Provisions have been made for deferred taxes based on the differences between the basis of the assets and liabilities for financial statement purposes and
the basis of the assets and liabilities for tax purposes using currently enacted tax rates and regulations that will be in effect when the differences are
expected to be recovered or settled. The components of the deferred tax assets and liabilities are as follows:

Year ended Year ended Year ended
December 31, December 31, December 31,
2018 2019 2020

$’m Actual Actual Actual
Deferred tax assets:
Net operating losses 41.8 102.9 318.1
Income tax credits 371.6 328.1 465.1
Stock compensation 47.6 57.1 58.6
Accruals and allowances 105.8 65.2 138.8
Unrealized losses — 18.8 254
Research and development expenses 5.2 3.5 1.9
Accrued royalties 89.1 0.8 1.2
ROU leases — 46.2 45.8
Intangible assets — 1,967.3 1,892.0

661.1 2,589.9 2,946.9
Valuation allowance (19.6) (72.6) (276.0)
Total deferred tax assets 641.5 2,517.3 2,670.9
Deferred tax liabilities:
Depreciable assets (88.7) (5.1) (5.6)
Unrealized gains (6.6) — —
Inventory fair value step-up — — (53.5)
Investment in foreign partnership (566.6) (2,249.5) (1,992.7)
Intangible Liabilities (268.8) — —
ROU leases — (53.9) (51.9)
Total deferred tax liabilities (930.7) (2,308.5) (2,103.7)
Net deferred tax (liability) asset (289.2) 208.8 567.2
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As of December 31, 2020, we have tax effected federal and state net operating loss carryforwards of $210.4 and $108.1, respectively. Our net operating
losses expire between 2022 and 2043, with the exception of $112.8 of federal and $1.9 state net operating losses that can be carried forward indefinitely.
We also have federal and state income tax credit carryforwards of $417.0 and $83.5, respectively. The federal income tax credits expire between 2033 and
2040, whereas $51.6 of state income tax credit carryforwards expire between 2021 and 2035. The remaining $31.9 of state income tax credits can be
carried forward indefinitely.

Included in the year ended December 31, 2020 are $75.7 of Connecticut state net operating loss carryforwards and $53.7 of Connecticut state income tax
credit carryforwards. A change in the Connecticut state tax regime signed into law during 2019 phases out the capital-based component of the business tax.
Once fully phased out in 2024, the Company will be subject to income-based taxes in the state of Connecticut. The Company anticipates generating tax
credits in future years that exceed the amount that can otherwise be utilized. As a result, a full valuation allowance has been established against these
carryforward attributes.

The increase in our net operating losses, income tax credits and valuation allowance primarily relate to the Achillion and Portola acquisitions. Refer to
Note 2, Acquisitions, for additional information. We continue to maintain a valuation allowance against other certain deferred tax assets where realization
is not certain. The following table represents a roll-forward of our valuation allowance on deferred tax assets:

Valuation
Allowance
on

Deferred

Assets Tax Assets
Balances, December 31, 2017 3-4)
Additions charged to income tax expense —
Additions charged to acquired in-process research and development 17.1)
Reductions credited to income tax expense 0.9
Balances, December 31, 2018 (19.6)
Additions charged to income tax expense (68.6)
Reductions credited to income tax expense 15.6
Balances, December 31, 2019 (72.6)
Additions charged to income tax expense (18.8)
Additions charged to goodwill (184.6)
Reductions credited to income tax expense —
Balances, December 31, 2020 (276.0)

Included in our investment in foreign partnership above is a deferred tax liability of $1,194.3 associated with GILTI minimum tax.

Unrecognized Tax Benefits

We follow authoritative guidance regarding accounting for uncertainty in income taxes, which prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The interpretation also

provides guidance on derecognition, classification, interest and penalties, accounting in 