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Alexion Pharmaceuticals, Inc.
Condensed Consolidated Balance Sheets
(unaudited)

(amounts in thousands)

Assets

Current Assets:

Cash and cash equivalents

Trade accounts receivable, net
Inventories

Deferred tax assets

Prepaid expenses and other current assets
Total current assets

Property, plant and equipment, net
Intangible assets, net

Goodwill

Deferred tax assets

Other assets

Total assets

Liabilities and Stockholders' Equity
Current Liabilities:

Accounts payable

Accrued expenses

Deferred revenue

Deferred tax liabilities

Current portion of long-term debt
Other current liabilities

Total current liabilities

Long-term debt, less current portion
Contingent consideration

Other liabilities

Total liabilities

Commitments and contingencies (Note 14)

Stockholders' Equity:

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

outstanding

Common stock, $.0001 par value; 290,000 shares authorized; 192,866 and 185,616
shares issued at June 30, 2012 and December 31, 2011, respectively

Additional paid-in capital
Treasury stock, at cost

Accumulated other comprehensive income

Accumulated deficit
Total stockholders' equity
Total liabilities and stockholders' equity

June 30,
2012

$806,210
282,722
94,108
19,127
73,994
1,276,161
164,568
675,796
255,405
66,430
19,250
$2,457,610

$23,752
270,573
26,812
842
48,000
5,183
375,162
180,000
139,995
12,759
707,916

19

1,782,757
(2,676
16,542
(46,948
1,749,694
$2,457,610

December 31,
2011

$540,865
244,288
81,386
19,132
55,599
941,270
165,852
91,604
79,639
103,868
12,518
$1,394,751

$16,029
186,064
17,905
862
9,365
230,225
18,120
11,914
260,259

19

1,261,589
(2,676
4,179
(128,619
1,134,492
$1,394,751

)
)
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The accompanying notes are an integral part of these condensed consolidated financial statements.
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Alexion Pharmaceuticals, Inc.

Condensed Consolidated Statements of Comprehensive Income
(unaudited)

(amounts in thousands, except per share amounts)

Three months ended

June 30,

2012 2011
Net product sales $274,719  $185,699
Cost of sales 31,613 21,745
Operating expenses:
Research and development 59,635 35,646
Selling, general and administrative 94,855 78,180
Acquisition-related costs 4,807 1,000
Amortization of purchased intangible assets 104 104
Total operating expenses 159,401 114,930
Operating income 83,705 49,024
Other income and expense:
Investment income 282 772
Interest expense (2,079 ) (203
Foreign currency loss (186 ) (506
Income before income taxes 81,722 49,087
Income tax provision 45,464 14,342
Net income $36,258 $34,745
Earnings per common share
Basic $0.19 $0.19
Diluted $0.18 $0.18
Shares used in computing earnings per common share
Basic 188,575 182,962
Diluted 197,051 191,187
Comprehensive income $45,244 $29,393

Six months ended June

30,

2012
$519,452
59,881

105,043
182,097
18,480
208
305,828
153,743

555
(4,366
(401
149,531
67,860
$81,671

$0.44
$0.42

187,129
195,832

$94,034

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

3

2011
$351,825
40,973

66,456
144,037
10,928
174
221,595
89,257

1,168
(401
(111
89,913
28,338
$61,575

$0.34
$0.32

182,347
190,790

$49,088
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Alexion Pharmaceuticals, Inc.

Condensed Consolidated Statements of Cash Flows
(unaudited)

(amounts in thousands)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash flows from operating activities:

Depreciation and amortization

Change in fair value of contingent consideration
Share-based compensation expense

Deferred taxes

Marketable securities premium amortization
Unrealized foreign currency gain

Gains on forward contracts

Loss on disposal of property, plant and equipment

Changes in operating assets and liabilities, excluding the effect of acquisitions:

Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable, accrued expenses and other liabilities
Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities:

Proceeds from maturity or sale of marketable securities
Purchases of property, plant and equipment

Payments for acquisitions of businesses, net of cash acquired
Increase in restricted cash

Net cash used in investing activities

Cash flows from financing activities:

Debt issuance costs

Payments on capital leases

Proceeds from revolving credit facility

Payments on revolving credit facility

Proceeds from term loan

Payments on term loan

Excess tax benefit from stock options

Net proceeds from issuance of common stock

Net proceeds from the exercise of stock options

Net cash provided by financing activities

Effect of exchange rate changes on cash

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental cash flow disclosures from investing and financing activities:

Conversion of convertible debt
Contingent consideration issued in acquisitions

Six months ended June 30,

2012
$81,671

11,419
4,875
26,306
3,195

915
4,174
17

41,717
(9,290
7,158
76,890
8,897
164,332

(8,018
(605,735
@3
(613,756

(6,184
(287
115,000
(115,000
240,000
(12,000
1,551
462,264
30,226
715,570
(801
265,345
540,865
$806,210

$718
117,000

~— N N

[

2011
$61,575

8,706
881
23,165
19,176
201
(4,802
(2,746

(35,768
(9,500
(5,491
36,934
10,714
103,045

74,100
(9,836
(105,886
(348
(41,970

(290
60,000
(60,000

1,532
16,546
17,788
1,860
80,723
267,145
$347,868

$3,012
16,720

R N
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The accompanying notes are an integral part of these condensed consolidated financial statements.
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Alexion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

(amounts in thousands except per share amounts)

1.Business

Alexion Pharmaceuticals, Inc. (Alexion, the Company, we, our or us) is a biopharmaceutical company focused on
serving patients with severe and ultra-rare disorders through the innovation, development and commercialization of
life-transforming therapeutic products. Our marketed product Soliris® (eculizumab) is the first and only therapeutic
approved for patients with two ultra-rare and severe disorders resulting from chronic uncontrolled activation of the
complement component of the immune system: paroxysmal nocturnal hemoglobinuria (PNH), an ultra-rare and
life-threatening blood disorder, and atypical hemolytic uremic syndrome (aHUS), an ultra-rare and life-threatening
genetic disease. We are also evaluating additional potential indications for Soliris in severe and ultra-rare diseases in
which chronic uncontrolled complement activation is the underlying mechanism, and we are progressing in various
stages of development with additional biotechnology product candidates as treatments for patients with severe and
ultra-rare disorders. We were incorporated in 1992 and began commercial sale of Soliris in 2007.

2.Basis of Presentation and Principles of Consolidation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by accounting principles generally accepted in the United States for complete financial
statements. These accounting principles were applied on a basis consistent with those of the consolidated financial
statements contained in the Company's Annual Report on Form 10-K for the year ended December 31, 2011. In our
opinion, the accompanying unaudited consolidated financial statements include all adjustments, consisting of normal
recurring accruals, necessary for a fair presentation of our financial statements for interim periods in accordance with
accounting principles generally accepted in the United States. The condensed consolidated balance sheet data as of
December 31, 2011 was derived from audited financial statements but does not include all disclosures required by
accounting principles generally accepted in the United States. These interim financial statements should be read in
conjunction with the audited financial statements for the year ended December 31, 2011 included in our Annual
Report on Form 10-K. The results of operations for the for the three and six months ended June 30, 2012 are not
necessarily indicative of the results to be expected for the full year.

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.

The accompanying unaudited condensed consolidated financial statements include the accounts of Alexion
Pharmaceuticals, Inc. and its subsidiaries. All intercompany balances and transactions have been eliminated in
consolidation.

Our significant accounting policies are described in Note 1 of the Notes to the Consolidated Financial Statements
included in our Annual Report on Form 10-K for the year ended December 31, 2011.

New Accounting Pronouncements
In May 2011, the Financial Accounting Standards Board (FASB) issued a new standard on fair value measurement
and disclosure requirements. The new standard changes fair value measurement principles and disclosure
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requirements including measuring the fair value of financial instruments that are managed within a portfolio, the
application of applying premiums and discounts in a fair value measurement, and additional disclosure about fair
value measurements. The adoption of this guidance in the first quarter 2012 did not have a material effect on our
condensed consolidated financial statements.

In June 2011, the FASB issued a new standard on the presentation of comprehensive income. The new standard
eliminated the alternative to report other comprehensive income and its components in the statement of changes in
equity. Under the new standard, companies can elect to present items of net income and other comprehensive income
in one continuous statement or in two separate, but consecutive statements. We adopted the provisions of this
guidance during the first quarter 2012.

In September 2011, the FASB issued a new standard to simplify how an entity tests goodwill for impairment. The new
standard allows companies an option to first assess qualitative factors to determine whether it is more likely than not
that the fair value of a reporting unit is less than its carrying amount as a basis for determining if it is necessary to
perform the two-step quantitative goodwill impairment test. Under the new standard, a company is no longer required
to calculate the fair value of a

10
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Alexion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

(amounts in thousands except per share amounts)

reporting unit unless the company determines, based on the qualitative assessment, that it is more likely than not that
its fair value is less than its carrying amount. We will adopt the provisions of the guidance for our annual impairment
test in 2012.

3. Acquisitions
Acquisition of Enobia Pharma Corp.

On February 7, 2012, we acquired Enobia Pharma Corp. (Enobia), a privately held clinical-stage biotechnology
company based in Montreal, Canada and Cambridge, Massachusetts, in a transaction accounted for under the
acquisition method of accounting for business combinations. Under the acquisition method of accounting, the assets
acquired and liabilities assumed of Enobia were recorded as of the acquisition date at their respective fair values. The
reported consolidated financial condition after completion of the acquisition reflects these fair values. Enobia's results
of operations are included in the consolidated financial statements from the date of acquisition. The acquisition is
intended to further our objective to develop and commercialize therapies for patients with severe, ultra-rare and
life-threatening disorders. Enobia's lead product candidate asfotase alfa, is a human recombinant targeted alkaline
phosphatase enzyme-replacement therapy for patients suffering with hypophosphatasia (HPP), an ultra-rare,
life-threatening, genetic metabolic disease for which there are no approved treatments.

We made an upfront cash payment of $623,876 for 100% of Enobia's capital stock. Additional contingent payments of
up to an aggregate of $470,000 would be due upon reaching various regulatory and sales milestones. We financed the
acquisition with existing cash and proceeds from our new credit facility (Note 7).

A reconciliation of upfront payments in accordance with the purchase agreement to the total purchase price is
presented below:

Enobia
Base payment per agreement $610,000
Cash acquired 18,141
Working capital adjustment (4,265 )
Upfront payment in accordance with agreement 623,876
Estimated fair value of contingent consideration 117,000
Total purchase price $740,876

The initial estimate of fair value of contingent consideration was $117,000, which was recorded as a noncurrent
liability. We determined the fair value of these obligations to pay additional milestone payments using various
estimates, including probabilities of success, discount rates and amount of time until the conditions of the milestone
payments are met. This fair value measurement is based on significant inputs not observable in the market,
representing a Level 3 measurement within the fair value hierarchy (described further in Note 11). The resulting
probability-weighted cash flows were discounted using a cost of debt rate of 5.2% for developmental milestones and a
weighted average cost of capital rate of 13% for commercial milestones. These rates are representative of market
participant assumptions. The range of estimated milestone payments is from zero if no clinical milestones are
achieved for any product to $470,000 if asfotase alfa gains U.S., European and Japanese marketing approval and
reaches applicable sales levels.

11
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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 passage of time as development work progresses towards the achievement of the milestones. At
June 30, 2012, the fair value of the contingent consideration for Enobia was $120,512. Changes in fair value of the
consideration for Enobia were $1,876 and $3,512 for the three and six months ended June 30, 2012, respectively.
The fair values of acquired assets and liabilities are based on preliminary estimates and are subject to change. The
following table summarizes the estimated fair values of assets acquired and liabilities assumed:

6
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Alexion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

(amounts in thousands except per share amounts)

Enobia
Cash and cash equivalents $18,141
Current assets 5,536
In-process research and development 587,000
Other noncurrent assets 910
Assets acquired 611,587
Deferred tax liability (33,231 )
Other liabilities assumed (13,246 )
Liabilities assumed (46,477 )
Goodwill 175,766
Net assets acquired $740,876

Asset categories acquired in the Enobia acquisition included working capital, fixed assets, deferred tax assets and
in-process research and development (IPR&D). The fair value of working capital was determined to approximate book
values. The fair value assigned to the assets acquired and liabilities assumed has been prepared on a preliminary basis,
and changes to that allocation may occur as additional information becomes available related to the valuation of
intangible assets, working capital adjustments, indemnification assets and deferred taxes.

Intangible assets associated with IPR&D projects relate to Enobia's lead product candidate, asfotase alfa. The
estimated fair value of $587,000 was determined using the multi-period excess earnings method, a variation of the
income approach. The multi-period 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. The fair value using the
multi-period excess earnings method was dependent on an estimated weighted average cost of capital for Enobia of
13%, which represents a rate of return that a market participant would expect for these assets. 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 on an annual basis, as well as between annual tests if we become aware of
any events occurring or changes in circumstances that would indicate a reduction in the fair value of the IPR&D
projects below their respective carrying amounts. If and when development is complete, which generally occurs when
regulatory approval to market a product is obtained, the associated assets would be deemed finite-lived and would
then be amortized based on their estimated useful lives at that point in time.

The excess of purchase price over the fair value amounts of the assets acquired and liabilities assumed represents the
goodwill amount resulting from the acquisition. We do not expect any portion of this goodwill to be deductible for tax
purposes. The goodwill attributable to our acquisition of Enobia 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 included the synergies that are specific to our business and not available to market participants, including our
unique ability to commercialize therapies for rare diseases, our skills and relationships related to biologics
manufacturing, our existing relationships with specialty physicians who can identify patients with HPP and a global
distribution network to facilitate immediate drug delivery.

We recorded a net deferred tax liability of $33,231. This amount was primarily comprised of $78,620 related to
IPR&D, offset by acquired net operating losses and research credit carryovers totaling $45,389.

For the six months ended June 30, 2012, we recorded $6,794 of expenses associated with the operations of Enobia
from February 7, 2012 through March 31, 2012 in our consolidated statement of comprehensive income. Effective
April 1, 2012, the operations of Enobia were integrated into our operations.

13
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Pro forma financial information (unaudited)

The following unaudited pro forma information presents the combined results of operations for the three months
ended June 30, 2011 and for the six months ended June 30, 2012 and 2011 as if the acquisition of Enobia had been
completed on January 1, 2011. The pro forma results do not reflect operating efficiencies or potential cost savings
which may result from the consolidation of operations. The pro forma results have been adjusted to remove costs
associated with changes in the fair value of Enobia's preferred stock. Included in the pro forma net income for the six
months ended June 30, 2012, are approximately $17,100 and $7,900 of Alexion and Enobia acquisition-related costs,
respectively, which are not expected to have an ongoing impact.

7
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Alexion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

(amounts in thousands except per share amounts)

Three months Six months ended

ended

June 30, June 30,

2011 2012 2011
Revenues $185,699 $519,452  $351,825
Net income 21,982 63,257 41,025
Earnings per common share
Basic $0.12 $0.34 $0.22
Diluted $0.11 $0.32 $0.22

Other Acquisitions

Taligen Therapeutics, Inc.

On January 28, 2011, we acquired all of the outstanding capital stock of Taligen Therapeutics, Inc. (Taligen) in a
transaction accounted for under the acquisition method of accounting for business combinations. We made initial
payments of $111,773 in cash and may make additional future payments of up to $367,000 in contingent milestone
payments upon achievement of various development and commercial milestones. The range of estimated milestone
payments is from zero if no clinical milestones are achieved for any product to $367,000 if six products gain both U.S.
and European marketing approval.

The initial estimate of fair value of contingent consideration was $11,634. 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 passage of time as
development work progresses towards the achievement of the milestones. At June 30, 2012, the fair value of the
contingent consideration for Taligen was $13,839. Changes in fair value of the consideration for Taligen were $(25)
and $666 for the three months ended June 30, 2012 and 2011, respectively and $1,155 and $750 for the six months
ended June 30, 2012 and 2011, respectively.

Orphatec Pharmaceuticals GmbH

On February 8, 2011, we acquired certain patents and assets from Orphatec Pharmaceuticals GmbH (Orphatec) related
to an investigational therapy for patients with molybdenum cofactor deficiency (MoCD) Type A, an ultra-rare genetic
disorder characterized by severe brain damage and rapid death in newborns. We made initial payments of $3,050 in
cash and may make additional future payments of up to $42,000 in contingent milestone payments upon various
development, regulatory and commercial milestones. The range of estimated milestone payments is from zero if no
products gain market approval to $42,000 if all indications for up to two products gain both U.S. and European
marketing approval and reach applicable sales levels.

The initial estimate of fair value of contingent consideration was $5,086. Subsequent to the acquisition date, we have
measured the contingent consideration arrangement at fair value with changes in fair value recognized in operating
earnings. Changes in fair values reflect new information about the IPR&D assets and the passage of time. In the
absence of new information, changes in fair value will only reflect the passage of time as development work
progresses towards the achievement of the milestones. At June 30, 2012, the fair value of the contingent consideration
for Orphatec was $5,644. Changes in fair value of the consideration for Orphatec were $116 and $79 for the three
months ended June 30, 2012 and 2011, respectively and $208 and $131 for the six months ended June 30, 2012 and
2011, respectively.

15
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Alexion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

(amounts in thousands except per share amounts)

Acquisition-Related Costs

Acquisition-related costs for the three and six months ended June 30, 2012 and 2011 include the following:

Three months ended Six months ended

June 30, June 30,

2012 2011 2012 2011
Separately-identifiable employee costs $799 $— $3,095 $6,597
Professional fees 2,041 255 10,510 3,450
Changes in fair value of contingent consideration 1,967 745 4,875 881

$4,807 $1,000 $18,480 $10,928
During the three and six months ended June 30, 2012, we incurred approximately $4,700 and $17,100, respectively, in
costs related to the Enobia acquisition, which are included in this table above.

4.Revenue and Accounts Receivable

Revenue

Our principal source of revenue is product sales. We recognize revenue from product sales when persuasive evidence
of an arrangement exists, title to product and associated risk of loss has passed to the customer, the price is fixed or
determinable, collection from the customer is reasonably assured and we have no further performance obligations.
Revenue is recorded upon receipt of the product by the end customer, which is typically a hospital, physician’s office,
private or government pharmacy or other health care facility. Amounts collected from customers and remitted to
governmental authorities, such as value-added taxes (VAT) in foreign jurisdictions, are presented on a net basis in our
statements of operations and do not impact net product sales.

Because of factors such as the pricing of Soliris, the limited number of patients, the short period from product sale to
patient infusion and the lack of contractual return rights, Soliris customers often carry limited inventory. We also
monitor inventory within our sales channels to determine whether deferrals are appropriate based on factors such as
inventory levels, contractual terms and financial strength of distributors.

We have entered into volume-based arrangements with governments in certain countries in which reimbursement is
limited to a contractual amount. We estimate incremental discounts resulting from these contractual limitations, based
on estimated sales during the limitation period, and we apply the discount percentage to product shipments as a
reduction of revenue. In addition to sales in countries where Soliris is commercially available, we have also recorded
revenue on sales for patients receiving Soliris 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 Soliris has
not received final approval for commercial sale.

We record estimated rebates payable under governmental programs, including Medicaid in the United States and other
programs outside the United States, as a reduction of revenue at the time of product sale. Our calculations related to
these rebate accruals require 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.

17
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We record distribution and other fees paid to our customers as a reduction of revenue, unless we receive an
identifiable and separate benefit for the consideration and we can reasonably estimate the fair value of the benefit
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.

We enter into foreign exchange forward contracts to hedge exposures resulting from portions of our forecasted
intercompany revenues that are denominated in currencies other than the U.S. dollar. These hedges are designated as
cash flow hedges upon inception. We record the effective portion of these cash flow hedges to revenue in the period in
which the sale is made to an unrelated third party and the derivative contract is settled.

9
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Alexion Pharmaceuticals, Inc.

Notes to Condensed Consolidated Financial Statements
(unaudited)

(amounts in thousands except per share amounts)

Accounts Receivable

Our standard credit terms vary based on the country of sale and range from 30 to 120 days. Our consolidated average
days’ sales outstanding ranges from 80 to 100 days. We sell Soliris to a limited number of customers, and we evaluate
the creditworthiness of each such customer on a regular basis. In certain European countries, sales by us are subject to
payment terms that are statutorily determined. This is primarily the case in countries where the payor is
government-owned or government-funded, which we consider to be creditworthy. The length of time from sale to
receipt of payment in certain countries typically 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. For non-interest bearing receivables with an estimated payment beyond
one year, we discount the accounts receivable to present value at the date of sale, with a corresponding adjustment to
revenue. Subsequent adjustments for further declines in credit rating are recorded as bad debt expense as a component
of selling, general and administrative expense. We also use judgments as to our ability to collect outstanding
receivables and provide allowances for the portion of receivables if and when collection becomes doubtful.

We continue to monitor economic conditions, including volatility associated with international economies and the
sovereign debt crisis in Europe, and the associated impacts on the financial markets and our business. The credit and
economic conditions in Greece, Italy and Spain, among other members of the European Union, have deteriorated
throughout 2011 and into 2012. These conditions have resulted in, and may continue to result in, an increase in the
average length of time it takes to collect our outstanding accounts receivable in these countries. Substantially all of our
accounts receivable due from these countries are due from or backed by sovereign or local governments, and the
amount of non-sovereign accounts receivable is not material. Our exposure to the sovereign debt crisis in Greece is
limited, as we do not have a material amount of accounts receivable in Greece.

As of June 30, 2012, our gross accounts receivable in Italy and Spain were approximately $75,700. Approximately
$22,600 of this amount has been outstanding for greater than one year, and we have recorded an allowance of
approximately $2,100 related to these receivables as of June 30, 2012. During the three and six months ended

June 30, 2012, we have recorded expense of approximately $520 and $1,465, respectively, related to the expectation
of delayed payment from these countries. Our net accounts receivable on these countries as of June 30, 2012 are
summarized as follows:

Accounts
Total Accounts .
) Receivable, net
Receivable, net
> one year
Italy $33,898 $6,632
Spain $39,690 $14,709

5.Inventories

Inventories are stated at the lower of cost or estimated realizable value. We determine the cost of inventory using the
weighted-average cost method.

The components of inventory are as follows:

June 30, December 31,
2012 2011
Raw materials $7,622 $9,677
Work-in-process 31,006 37,000
Finished goods 55,480 34,709
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6.Intangible Assets and Goodwill
The following table summarizes the carrying amount of our intangible assets and goodwill, net of accumulated
amortization:

June 30, December 31,

2012 2011
Licenses, patents and purchased technology, net $21,246 $ 24,054
Acquired IPR&D 654,550 67,550
Intangible assets $675,796  $ 91,604
Goodwill $255,405 $ 79,639

As of June 30, 2012, we have recorded indefinite-lived intangible assets of $654,550, which consisted of $587,000,
$59,500, and $8,050 of purchased IPR&D from our acquisitions of Enobia, Taligen and Orphatec, respectively.

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

Balance at December 31, 2011 $79,639
Goodwill resulting from the Enobia acquisition 175,766
Balance at June 30, 2012 $255,405
7.Debt

On February 7, 2012, we and our wholly-owned Swiss subsidiary, Alexion Pharma International Sarl, entered into a
Credit Agreement (Credit Agreement) with a syndication of banks, that provides for a $240,000 senior secured term
loan facility payable in equal quarterly installments of $12,000 starting June 30, 2012 and a $200,000 senior secured
revolving credit facility through February 7, 2017. In addition to borrowings upon prior notice, the revolving credit
facility includes borrowing capacity in the form of letters of credit up to $60,000 and borrowings on same-day notice,
referred to as swingline loans, of up to $10,000. Borrowings can be used for working capital requirements,
acquisitions and other general corporate purposes. With the consent of the lenders and the administrative agent and
subject to satisfaction of certain conditions, we may increase the term loan facility and/or the revolving credit facility
by an aggregate amount not to exceed $150,000.

We may elect that the loans under the Credit Agreement bear interest at a rate per annum equal to (i) LIBOR plus
1.25% to 2.00% depending on our consolidated leverage ratio (as calculated in accordance with the Credit
Agreement), or (ii) in the case of loans denominated in U.S. dollars, a Base Rate equal to the higher of the (A) Prime
Rate then in effect, (B) Federal Funds Rate then in effect plus 0.50%, and (C) Eurodollar Rate then in effect plus
1.00%, plus in each case of (A), (B) or (C), 0.25% to 1.00% depending on our consolidated leverage ratio (as
calculated in accordance with the Credit Agreement). Interest is payable quarterly for Base Rate loans and, in the case
of LIBOR-based loans, at the end of the applicable interest period, with the principal due on February 7, 2017, the
maturity date.

Our obligations under the credit facilities are unconditionally guaranteed, jointly and severally, by certain of our
existing domestic subsidiaries and are required to be guaranteed by certain of our future domestic subsidiaries. The
obligations of Alexion Pharma International Sarl under the credit facilities are unconditionally guaranteed, jointly and
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severally, by us, certain of our existing domestic subsidiaries, and certain of our foreign subsidiaries, and are required
to be guaranteed by certain of our future subsidiaries. All obligations of each borrower under the credit facilities, and
the guarantees of those obligations, are secured, subject to certain exceptions, by substantially all of each borrower's
assets and the assets of certain guarantors, including the pledge of the equity interests of certain of our subsidiaries
and real estate located in Smithfield, Rhode Island, but excluding intellectual property and assets of certain foreign
subsidiaries.

The Credit Agreement requires us to comply with certain financial covenants on a quarterly basis. Further, the Credit
Agreement includes negative covenants, subject to exceptions, restricting or limiting our ability and the ability of our
subsidiaries to, among other things, incur additional indebtedness, grant liens, engage in certain investment,
acquisition and disposition transactions, pay dividends, repurchase capital stock and enter into transactions with
affiliates. The Credit Agreement also contains customary representations and warranties, affirmative covenants and
events of default, including payment defaults, breach of representations and warranties, covenant defaults and cross
defaults. If an event of default occurs, the interest rate would increase and the administrative agent would be entitled
to take various actions, including the acceleration of amounts due under the loan.

11
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In connection with entering into the Credit Agreement, we paid approximately $6,184 in financing costs which are
being amortized as interest expense over the life of the debt.

In connection with the acquisition of Enobia in February 2012, we borrowed $240,000 under the term loan facility and
$80,000 under the revolving facility, and we used our available cash for the remaining purchase price. During the
second quarter ended June 30, 2012, we repaid the revolving facility in full. As of June 30, 2012, we had open letters
of credit of $9,814, and our borrowing availability under the revolving facility was $190,186 at June 30, 2012.

The fair value of our long term debt, which are measured using Level 2 inputs, approximates book value.

On February 7, 2012, the Second Amended and Restated Credit Agreement (Prior Credit Agreement), dated March 7,
2011 was terminated. All outstanding borrowings under the Former Credit Agreement were cancelled. The Former
Credit Agreement was terminated in connection with, and simultaneously with, execution of the Credit Agreement
described above.

In February 2012, our Convertible Senior 1.375% Notes (the 1.375% Notes) became due. Prior to the maturity of the
1.375% Notes, we issued an additional 91 shares of our common stock upon conversion of $718 principal amount. At
June 30, 2012, there are no 1.375% Notes outstanding.

8.Earnings Per Common Share

Basic earnings per common share (EPS) are computed by dividing net income by the weighted-average number of
shares of common stock outstanding. For purposes of calculating diluted EPS, net income is adjusted for the after-tax
amount of interest and deferred financing costs associated with our convertible debt, and the denominator reflects the
potential dilution that could occur if stock options, unvested restricted stock, unvested restricted stock units or other
contracts to issue common stock were exercised or converted into common stock, using the treasury stock method, as
well as the potential dilution if the remaining convertible notes were converted to common stock.

The following table summarizes the calculation of basic and diluted EPS for the three and six months ended June 30,
2012 and 2011:

Three months ended Six months ended

June 30, June 30,

2012 2011 2012 2011
Net income used for basic calculation $36,258 $34,745 $81,671 $61,575
Weighted-average effect of dilutive securities:
Interest expense and debt financing cost amortization, net of tax, o 4 o 16

related to our 1.375% convertible senior notes
Net income used for diluted calculation $36,258 $34,749 $81,671 $61,591
Shares used in computing earnings per common share—basic 188,575 182,962 187,129 182,347
Weighted-average effect of dilutive securities:

Shares issuable upon the assumed conversion of our 1.375%

. . — 138 16 305
convertible senior notes
Stock awards 8,476 8,087 8,687 8,138
Dilutive potential common shares 8,476 8,225 8,703 8,443

Shares used in computing earnings per common share—diluted 197,051 191,187 195,832 190,790
Earnings per common share:

Basic $0.19 $0.19 $0.44 $0.34
Diluted $0.18 $0.18 $0.42 $0.32
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The following table represents the potentially dilutive shares excluded from the calculation of EPS for the three and
six months ended June 30, 2012, and 2011 because their effect is anti-dilutive:

12
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Three months ended Six months ended
June 30, June 30,
2012 2011 2012 2011
Potentially dilutive securities:
Options to purchase common stock 1,489 2,142 1,551 1,723
Unvested restricted stock and restricted stock units — 9 6 10
1,489 2,151 1,557 1,733

9.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, Japanese Yen and Swiss Franc. We
manage our foreign currency transaction risk 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.

We enter into foreign exchange forward contracts, with durations of up to 36 months, to hedge exposures resulting
from portions of our forecasted intercompany revenues that are denominated in currencies other than the U.S.

dollar. The purpose of the hedges of intercompany revenue is to reduce the volatility of exchange rate fluctuations on
our operating results and to increase the visibility of the foreign exchange impact on forecasted revenues. These
hedges are designated as cash flow hedges upon contract inception. At June 30, 2012, we have open contracts with
notional amounts totaling $738,664 that qualified for hedge accounting.

The impact on accumulated other comprehensive income (AOCI) and earnings from foreign exchange contracts that
qualified as cash flow hedges, for the three and six months ended June 30, 2012 and 2011 are as follows:

Three months ended Six months ended

June 30, June 30,

2012 2011 2012 2011
Gain (loss) recognized in AOCI, net of tax $7,301 $(5,466 ) $9,915 $(13,317)
S;lrlg O(Illc))ss) reclassified from AOCI to net product sales (effective $2.950 $(2.476 ) $4.075 $(2.076 )

Qain (logs) recla'ssified from AOCI to other income and expense $661 $(428 ) $(84 ) $(1.086 )
(ineffective portion)

Assuming no change in foreign exchange rates from market rates at June 30, 2012, $17,964 of a gain recognized in
accumulated other comprehensive income is expected to be reclassified to revenue over the next 12 months.

We enter into foreign exchange forward contracts, with durations of approximately 30 days, 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. These derivative instruments do not qualify for hedge accounting;
however, gains and losses on these hedge transactions are designed to offset gains and losses on underlying balance
sheet exposures. As of June 30, 2012, the notional amount of foreign exchange contracts that do not qualify for hedge
accounting was $161,656.
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We recognized a gain (loss) of $4,148 and $(5,433), in other income and expense, for the three months ended June 30,
2012 and 2011, respectively, and $4,257 and $(12,390), for the six months ended June 30, 2012 and 2011,
respectively, associated with the foreign exchange contracts not designated as hedging instruments under the
guidance. These amounts were largely offset by gains or losses in monetary assets and liabilities.

The following tables summarize the fair value of outstanding derivatives at June 30, 2012 and December 31, 2011:

13
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June 30, 2012

Asset Derivatives Liability Derivatives
Balance Sheet Fair Balance Sheet Fair
Location Value Location Value
Derivatives designated as hedging
instruments:
Foreign exchange forward Other current assets $20,182 Other current liabilities $1,685
contracts
Foreign exchange forward Other non-current assets 11,090 ch?r. pon—current 2,247
contracts liabilities
Derivatives not designated as
hedging instruments:
Foreign exchange forward Other current assets 1,153 Other current liabilities 2,923
contracts
Total fair value of derivative $32.425 $6.855
instruments
December 31, 2011
Asset Derivatives Liability Derivatives
Balance Sheet Fair Balance Sheet Fair
Location Value Location Value
Derivatives designated as hedging
instruments:
Foreign exchange forward Other current assets $14,118 Other current liabilities $5,889
contracts
Foreign exchange forward Other non-current assets 6,465 (.)th.er. pon—current 2,552
contracts liabilities
Derivatives not designated as
hedging instruments:
Foreign exchange forward Other current assets 4,745 Other current liabilities 2,033
contracts
Total fair value of derivative $25.328 $10.474
instruments

10. Stockholders' Equity
In May 2012, in conjunction with our addition into the S&P 500 Index, we completed the sale of 5,000 shares of our
common stock i