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Part |
ltem 1. Business

Eli Lilly and Company (the “Company” or “Registrdnivhich may be referred to as “we”, “us”, or “ojnvas
incorporated in 1901 in Indiana to succeed to tlig dnanufacturing business founded in Indianapbidiana, in
1876 by Colonel Eli Lilly. We discover, develop, mdacture, and sell products in one significantifess
segment — pharmaceutical products. We also haamiamal health business segment, whose operatiensoar
material to our financial statements. We manufacand distribute our products through owoedkased facilities |
the United States, Puerto Rico, and 25 other cemt©ur products are sold in approximately 135toes.

Most of the products we sell today were discovenedeveloped by our own scientists, and our sucgegsends to a
great extent on our ability to continue to discoaed develop innovative new pharmaceutical prodWits direct
our research efforts primarily toward the searatpfoducts to prevent and treat human diseasesal¥deconduct
research to find products to treat diseases inasiand to increase the efficiency of animal fooudpction.

Products
Our principal products are:
Neurosciences products our largest-selling product group, including:

e Zyprexa®, for the treatment of schizophrenia, acute mixethanic episodes associated with bipolar |
disorder and bipolar maintenar

e Cymbalta®, for the treatment of major depressive disordiahetic peripheral neuropathic pain, and
generalized anxiety disord

« Strattera®, for the treatment of attention-deficit hyperactmitisorder in children, adolescents and
adults

» Prozac®, for the treatment of major depressive disorderesbive-compulsive disorder, bulimia
nervosa and panic disorc

e Symbya®, for the treatment of bipolar depress
Endocrinology products, including:

* Humalog®, Humalog Mix 75/2% , andHumalog Mix 50/5(™ , for the treatment of diabet
¢ Humulin®, for the treatment of diabet

e Actos®, for the treatment of type 2 diabe!

« Byetta®, for the treatment of type 2 diabe

« Evista®, for the prevention and treatment of osteoporosfmost-menopausal women and for the
reduction of the risk of invasive breast cancguastmenopausal women with osteoporosis and
postmenopausal women at high risk for invasive sireancer

» Forteo®, for the treatment of osteoporosis in postmenopausaien and men at high risk for fracti

e Humatrope®, for the treatment of human growth hormone deficjeawed idiopathic short statur
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Oncology products, including:

« Gemzar®, for the treatment of pancreatic cancer; in comlmatvith other agents, for the treatment of
metastatic breast cancer, nemall cell lung cancer and advanced or recurreatiam cancer; and in t
European Union for the treatment of bladder ca

e Alimta®, for the second-line treatment of non-small celgwancer; and in combination with another
agent, for the treatment of malignant pleural mesiaima.

Cardiovascular products, including:

« Cialis ®, for the treatment of erectile dysfuncti

» ReoPra®, for use as an adjunct to percutaneous coronargvariéon (“PClI”), including patients
undergoing angioplasty, atherectomy or stent place

» Xigris®, for the treatment of adults with severe sepsisgit hisk of death
Animal health products, including:

* Rumensi®, a cattle feed additive that improves feed efficieand growth and also controls and
prevents coccidiosi

+ Tylan®, an antibiotic used to control certain diseasesitle; swine, and poultt

* Micotil ®, Pulmotil®, andPulmotil AC®, antibiotics used to treat respiratory disease itlecawine,
and poultry, respectivel

« Paylean® andOptaflexx®, leanness and performance enhancers for swine éife] cespectively
e Coban®, Monteban® , andMaxiban® , anticoccidial agents for use in poul

e Apralan®, an antibiotic used to control enteric infectiongaives and swin

e Surmax® (sold asMaxus® in some countries), a performance enhancer foresamt poultry

» Elector®, a parasiticide for use on cattle and prem

» Two new products for dog€omfortis™ , the first FDA-approved, chewable tablet thatkileas and
prevents flea infestations on dogs; &etoncile™ , for treatment of canine separation anxiety in
conjunction with behavior modification trainin

Other pharmaceuticals, including:

e Vancocin® HCI, used primarily to treat staphylococcal infea
e Ceclor®, for the treatment of a wide range of bacterial ¢tifsns.

Marketing

We sell most of our products worldwide. We adaptroarketing methods and product emphasis in vaigousitrie:
to meet local needs.

Pharmaceuticals — United States

In the United States, we distribute pharmaceupeadiucts principally through independent wholeshdtributors,
with some sales directly to pharmacies. Our mankgpolicy is designed to assure that products aleyant medici
information are immediately available to physicigoisarmacies, hospitals, public and private payard,
appropriate health care professionals throughautthuntry. Three wholesale distributors in the eaiStates —
AmerisourceBergen Corporation, Cardinal Health,,land McKesson Corporationeach accounted for between
and 16 percent of our worldwide consolidated nktssim 2007. No other distributor accounted for entbran

10 percent of consolidated net sales. We alsghalimaceutical products directly to the United &taovernment
and other manufacturers, but those sales are netiala




We promote our major pharmaceutical products inthiged States through sales representatives whappan
physicians and other health care professionalsatiVertise in medical and drug journals, distrillitézature and
samples of certain products to physicians, andbéxi medical meetings. In addition, we advertisgain products
directly to consumers in the United States and a@ntain web sites with information about all ourjargroducts.
Divisions of our sales force are assigned to thertip areas, such as neuroscience, diabetes, osbsigy and
oncology. We sometimes supplement our employes $alee with contract sales organizations.

Large purchasers of pharmaceuticals, such as mastage groups, government agencies, and long-tare c
institutions, account for a significant portiontofal pharmaceutical purchases in the United Staleshave created
special business groups to service wholesalersagehicare organizations, government and long-temne c
institutions, hospitals, and certain retail phari@scln response to competitive pressures, we batged into
arrangements with a number of these organizatiomgdging for discounts or rebates on one or motly [products.

Pharmaceuticals — Outside the United States

Outside the United States, we promote our pharnteedproducts primarily through sales represenéati While
the products marketed vary from country to cournmigyroscience products constitute the largestesigigiup in tote
sales. Distribution patterns vary from country éetry. In most countries, we maintain our own saeganization:
In some countries, however, we market our prodinectsugh independent distributors.

Pharmaceutical Marketing Collaborations
Several of our significant products are marketecaltaboration with other pharmaceutical companies:

e Cymbalta is co-promoted in the United States bynles Transnational Corp. and is co-promoted er co
marketed outside the U.S. (except Japan) by Bogdarimgelheim GmbH

e Through January 2007, Cialis was sold in North Angeand most of Europe by a joint venture between
Lilly and ICOS Corporation, and was sold by us alamother territories. On January 29, 2007, weauaed
all the outstanding common stock of ICOS. Followihg acquisition, Cialis is sold by Lilly in allnéories.

* We co-promoted Actos with a unit of Takeda Chemipdlstries Ltd. in the United States until our
U.S. marketing rights expired in September 2006yénaer, we are receiving residual royalties on lA&o0s
sales at declining annual rates through Septenti3.2Ve continue to have exclusive and semi-exatusi
marketing rights to Actos in other countri

« We copromote Byetta with Amylin Pharmaceuticals, Incthie United States and Puerto Rico, and we
exclusive marketing rights in other territori

We have also entered into licensing arrangemertsrumhich we have granted exclusive marketing sgbtother
companies in specified countries for certain ofg@ducts manufactured by us, such as Ceclor andd¢am

Animal Health Products

Our Elanco Animal Health business unit employdifighlespeople throughout the United States to rmharkmal
health products. Elanco also has an extensive &ales outside the United States. Elanco sellprigglucts primaril
to wholesale distributors.

Competition

Our pharmaceutical products compete with produ@sufactured by many other companies in highly cditipe
markets throughout the world. Our animal healtrdpats compete on a worldwide basis with producisnirial
health care companies as well as pharmaceutioamicial, and other companies that operate animéihhei@isions
or subsidiaries.




Important competitive factors include product edfig, safety, and ease of use, price and demortstrast-
effectiveness, marketing effectiveness, servicd,rasearch and development of new products anegses. If
competitors introduce new products, delivery systemprocesses with therapeutic or cost advantagegroducts
can be subject to progressive price reductionsorehsed volume of sales, or both. Most new predbet we
introduce must compete with other products alreatthe market or products that are later develdyyed
competitors. Manufacturers of generic pharmacelstigpically invest far less in research and depaient than
research-based pharmaceutical companies and thersfo price their products significantly lowernt&anded
products. Accordingly, when a branded product ldsemarket exclusivity, it normally faces interpméce
competition from generic forms of the product. lamg countries outside the United States, pateréegtion is wea
or nonexistent and we must compete with generisioes of our products. Increasingly, to obtain fade
reimbursement and formulary positioning with goveemt payers, managed care and pharmacy benefits
management organizations, we must demonstratetingtroducts offer not only medical benefits bgibatost
advantages as compared with other forms of care.

We believe our longerm competitive position depends upon our sucicedscovering and developing (either alr
or in collaboration with others) innovative, coffieetive products that serve unmet medical needgther with our
ability to continuously improve the productivity ofir discovery, development, manufacturing, mankgéind
support operations in a highly competitive envir@mt There can be no assurance that our reseadch an
development efforts will result in commercially sessful products or that our products or procesdeaot becom:
uncompetitive from time to time as a result of prod or processes developed by our competitors.

Patents, Trademarks, and Other Intellectual Propery Rights
Overview

Intellectual property protection is, in the aggreganaterial to our ability to successfully commnglize our life
sciences innovations. We own, have applied foarericensed under, a large number of patents,ibdtie United
States and in other countries, relating to prodymtsduct uses, formulations, and manufacturing@sees. There is
no assurance that the patents we are seekingevjtanted or that the patents we have been gramteldl be found
valid and enforceable if challenged. Moreover, peteelating to particular products, uses, formatet, or
processes do not preclude other manufacturersdroploying alternative processes or from marketitegraative
products or formulations that might successfullynpete with our patented products. In addition, ftone to time,
competitors or other third parties assert clainas tlur activities infringe patents or other intetieal property rights
held by them, or allege a third-party right of owstep in our existing intellectual property.

Outside the United States, the adequacy and efésetss of intellectual property protection for phaceuticals
varies widely. Under the Trade-Related Aspectsitdllectual Property Agreement (TRIPs) administdrgdhe
World Trade Organization (WTO), over 140 counttiese now agreed to provide non-discriminatory prioa for
most pharmaceutical inventions and to assure ttexjuate and effective rights are available to @#épt owners.
Because of TRIPs transition provisions, disputeltg®n mechanisms, and substantive limitationis #till too
soon to assess when and how much, if at all, wiebemiefit commercially from these changes.

When a product patent expires, the patent holdendbses effective market exclusivity for the prod This can
result in a severe and rapid decline in salesefdmerly patented product, particularly in theitdd States.
However, in some cases the innovator company miaigee exclusivity beyond the expiry of the prodpatent
through manufacturing trade secrets; later-expipatgents on methods of use or formulations; or-tated
exclusivity that may be available under pharmacaltegulatory laws.

Our Intellectual Property Portfolio

We consider intellectual property protection fortai products, processes, and uses — particutasse products
discussed below — to be important to our operatibos many of our products, in addition to the
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compound patent we hold other patents on manufagtprocesses, formulations, or uses that may exten
exclusivity beyond the expiration of the productgue.

The most relevant U.S. patent protection, togethittr expected expiration, for our major marketeddarcts is as
follows:

e Alimta is protected by a compound patent (20

* Byettais protected by a patent covering its use in iingaype 2 diabetes (201

« Cialis is protected by compound and use patents (2!

* Cymbalta is protected by a compound patent (2013) and gosition patent (2014

« Evista is protected by patents on the treatment and ptireof osteoporosis (2012 and 2014), and its
dosage form (2017). Evista for use in breast canskrreduction is protected by orphan drug exeitsi
(2014).

« Gemzalis protected by a compound patent (2010) andenpabvering its antineoplastic use (20:

« Humalog is protected by a compound patent (20

« Strattera is protected by a patent covering its use in imgaittention defic-hyperactivity disorder (2016
« Xigris is protected by a product patent (20:

» Zyprexais protected by a compound patent (20

Worldwide, we sell all of our major products undedemarks that we consider in the aggregate tmpertant to
our operations. Trademark protection varies througlthe world, with protection continuing in son@iatries as
long as the mark is used, and in other countridsrggas it is registered. Registrations are ndgnfat fixed but
renewable terms.

Patent Challenges Under the Hatch-Waxman Act

The Drug Price Competition and Patent Term Restoract of 1984, commonly known as “Hatch-Waxman,”
made a complex set of changes to both patent ametingg-approval laws in the United States. BefoeddH-
Waxman, no drug could be approved without providimgFood and Drug Administration (FDA) completéesa
and efficacy studies.e., a complete New Drug Application (NDA). Hatch-Waamauthorizes the FDA to approve
generic versions of innovative pharmaceuticalsgothan biological products) without such informatby filing ar
Abbreviated New Drug Application (ANDA). In an ANDAhe generic manufacturer must demonstrate only
“bioequivalence” between the generic version ardNBDA-approved drug — not safety and efficacy.

Absent a successful patent challenge, the FDA daapyrove an ANDA until after the innovator's pateaxpire.
However, after the innovator has marketed its pcoéwr four years, a generic manufacturer maydieANDA
alleging that one or more of the patents listeth@innovator's NDA are invalid or not infringedhi§ allegation is
commonly known as a “Paragraph IV certificationtiéTinnovator must then file suit against the generi
manufacturer to protect its patents. If one or nafréne NDA-listed patents are successfully chajth the first
filer of a Paragraph IV certification may be emtitlto a 180-day period of market exclusivity oMéother generic
manufacturers.

In recent years, generic manufacturers have usedjigoh 1V certifications extensively to challerggents on a
wide array of innovative pharmaceuticals, and wgeekthis trend to continue. We are currently tigdition with
numerous generic manufacturers arising from thaia@aph IV certifications on Evista, Gemzar, atrdtfra. For
more information on these, see Part Il, Item 7, filfigement’s Discussion and Analysis — Legal and Régy
Matters.”




Government Regulation
Regulation of Our Operations

Our operations are regulated extensively by nuntenational, state and local agencies. The lengibgegss of
laboratory and clinical testing, data analysis, ufacturing development, and regulatory review neassfor
required governmental approvals is extremely caatly can significantly delay product introductiams: given
market. Promotion, marketing, manufacturing, aredritiution of pharmaceutical and animal health pats are
extensively regulated in all major world marketse ¥te required to conduct extensive post-markestimgeillance
of the safety of the products we sell. In additionr, operations are subject to complex federate stacal, and
foreign laws and regulations concerning the envirent, occupational health and safety, and privaibe. laws and
regulations affecting the manufacture and saleiofent products and the discovery, developmenti@tnaduction
of new products will continue to require substdrg@entific and technical effort, time, and expemasd significant
capital investment.

Of particular importance is the FDA in the Unite@t8s. Pursuant to the Federal Food, Drug, and €tisict, the
FDA has jurisdiction over all of our products arihranisters requirements covering the testing, gaédffectivenes:
manufacturing, quality control, distribution, lalmg), marketing, advertising, dissemination of imi@tion and post-
marketing surveillance of our pharmaceutical praslu€the FDA, along with the U.S. Department of Agtiure
(USDA), also regulates our animal health produtkte U.S. Environmental Protection Agency also ratpd some
animal health products. In 2007, Congress passeHdbd and Drug Administration Amendments Act (FD¥{Af
2007, which imposes additional requirements fogdtavelopment and commercialization and providesHibA
with further authorities and resources, particylarlthe area of drug safety.

The FDA extensively regulates all aspects of mastufang quality under its current Good ManufactgriPractices
(cGMP) regulations. In recent years, we have made we continue to make, substantial investmentsypital and
operating expenses to implement comprehensive, aoyawide improvements in our manufacturing, prodard
process development, and quality operations torersistained cGMP compliance. However, in the ewerfail to
adhere to cGMP requirements in the future, we cbeldubject to interruptions in production, fines @enalties,
and delays in new product approvals.

Outside the United States, our products and op&mtre subject to similar regulatory requirememisably by the
European Medicines Agency (EMEA) in the Europeambrand the Ministry of Health, Labor and Welfare
(MHLW) in Japan. Specific regulatory requiremengsyfrom country to country.

The marketing, promotional, and pricing practicepttarmaceutical manufacturers, as well as the erainnwvhich
manufacturers interact with purchasers and presc;lare subject to various other federal and &ate, including
the federal anti-kickback statute and the Falsén@lact and state laws governing kickbacks, falaexs, unfair
trade practices, and consumer protection. These émevadministered by, among others, the Departafehustice,
the Office of Inspector General of the Departmdrii@alth and Human Services, the Federal Trade Gesiom,
the Office of Personnel Management and state aysrgeneral. Over the past several years, the Hi2A,
Department of Justice, and many of these othercdgghave increased their enforcement activitiés vespect to
pharmaceutical companies. Over this period, sewasds brought by these agencies against Lillyosmer
companies under these and other laws have resaltagtporate criminal sanctions and very substhoiia
settlements. Several pharmaceutical companiesidimg Lilly, are currently subject to proceedingsdme or more
of these agencies regarding marketing and promaltigractices. See Part Il, Item 7, “Managemgtiscussion an
Analysis — Legal and Regulatory Matters,” for infa@tion about currently pending marketing and proomat
practices investigations in which we are involviéds possible that we could become subject to tamithl
administrative and legal proceedings and actioighwcould include claims for civil penalties (inding treble
damages under the False Claims Act), criminal samgtand administrative remedies, including exolugrom
federal health care programs. It is possible thadverse outcome in such an action could haveterimlaadverse
impact on our consolidated results of operatiagsijdity, and financial position.
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Regulations Affecting Pharmaceutical Pricing and Renbursement

In the United States, we are required to provithates to state governments on their purchasegtaircef our
products under state Medicaid programs. Otheramsainment measures have been adopted or propgsed
federal, state, and local government entities pihatide or pay for health care. In most internagiamarkets, we
operate in an environment of government-mandatstiaantainment programs, which may include pricatrads,
reference pricing, discounts and rebates, regiriston physician prescription levels, restrictiongeimbursement,
compulsory licenses, health economic assessmemntgemneric substitution.

In the U.S., implementation of the Medicare Prggin Drug, Improvement and Modernization Act 0D20
(MMA), providing a prescription drug benefit undbe Medicare program, took effect January 1, 2@ Part Il,
Item 7, “Management’s Discussion and Analysis —dttiee Overview — Legal, Regulatory, and Other it for
more discussion of MMA and other federal healthcargt containment measures. At the state leveldud
pressures are causing various states to imposea@osbl measures such as higher rebates and mstrictive
formularies.

International operations are also generally sulifeeixtensive price and market regulations, ancethee many

proposals for additional cost-containment measimekjding proposals that would directly or inditlgampose

additional price controls, limit access to or reurdement for our products, or reduce the valuaioirtellectual
property protection.

We cannot predict the extent to which our busimeag be affected by these or other potential fukegeslative or
regulatory developments. However, we expect thegqarres on pharmaceutical pricing will continuatoease.

Research and Development

Our commitment to research and development datdsrhare than 100 years. Our research and develdpmen
activities are responsible for the discovery angetigpment of most of the products we offer today Mvest
heavily in research and development because wewesili is critical to our long-term competitiveneAs the end of
2007, we employed approximately 8,000 people irrmplaaeutical and animal health research and developm
activities, including a substantial number of phigis, scientists holding graduate or postgradiegeees, and
highly skilled technical personnel. Our researcti davelopment expenses were $3.03 billion in 288513 billion
in 2006, and $3.49 billion in 2007.

Our pharmaceutical research and development foarsésur therapeutic categories: central nervogsesy and
related diseases; endocrine diseases, includimgidis, obesity and musculoskeletal disorders; caand
cardiovascular diseases. However, we remain oppistic, selectively pursuing promising leads inesttherapeuti
areas. We are actively engaged in biotechnologsares programs involving recombinant DNA, therajpeut
proteins and antibodies as well as genomics (tkieldpment of therapeutics through identificatiordsfease-
causing genes and their cellular function), bioreeskand targeted therapeutics. In addition toogisigng and
developing new chemical entities, we look for waygxpand the value of existing products through nses and
formulations that can provide additional benefitpatients. We also conduct research in animattngatluding
animal nutrition and physiology, control of parasitand veterinary medicine (both food and compaaiomal).

To supplement our internal efforts, we collabonaith others, including educational institutions aedearch-based
pharmaceutical and biotechnology companies, andon&act with others for the performance of reseamaheir
facilities. We use the services of physicians, itatg) medical schools, and other research orgaoimworldwide
to conduct clinical trials to establish the safetyl effectiveness of our products. We actively smeknvestments i
external research and technologies that hold thmise to complement and strengthen our own resedfctts.
These investments can take many forms, includoenBing arrangements, co-development and co-magketi
agreements, co-promotion arrangements, joint veafiand acquisitions.

Drug development is time-consuming, expensive,ragky. On average, only one out of many thousarids o
chemical compounds discovered by researchers ptovmsboth medically effective and safe enoughbetmome an
approved medicine. The process from discoverydalegory approval can take 12 to 15 years or
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longer. Drug candidates can fail at any stage ®ptlocess, and even late-stage drug candidatesiswadail to
receive regulatory approval or commercial sucdéssn after approval and launch of a product, wesagp
considerable resources on post-marketing surve#lamd clinical studies. We believe our investméntssearch,
both internally and in collaboration with othergayle been rewarded by the number of new compourtiaan
indications for existing compounds that we havalirstages of development. Among our new investgal
compounds in the later stages of development aenpal therapies for acute coronary syndromededes,
osteoporosis, and cancer. Further, we are studgangy other drug candidates in the earlier stageewélopment,
including compounds targeting cancers, diabetessith Alzheimer’s disease, schizophrenia, multgdkerosis,
depression, sleep disorders, pain and migrainentain-deficit hyperactivity disorder (ADHD), alcolism,
thrombotic disorders, and rheumatoid arthritispAgsent we have approximately 45 drug candidatessall
stages of clinical development. We are also dewetppew uses and formulations for many of thesepmmds as
well as our currently marketed products, such gg&@ya, Cymbalta, Byetta, Gemzar, Alimta, Cialis] &orteo.

Raw Materials and Product Supply

Most of the principal materials we use in our mactifiring operations are available from more tham swurce. We
obtain certain raw materials principally from owlge source. In addition, four of our significanbgucts are
manufactured by others: Actos by Takeda; ReoPrGdmytocor; Xigris by Lonza Biologics (bulk produet)d DSM,
N.V. (finished product); and Byetta by th-party suppliers to Amylin. If we were unable taa@h certain materials
from present sources, we could experience an ugéan in supply until we established new souragsnosome
cases, implemented alternative processes.

Our primary bulk manufacturing occurs at threessitelndiana as well as locations in Ireland, Ru&ico, and the
United Kingdom. Finishing operations, includingééihg and packaging, take place at a number of fitwughout
the world.

We seek to design and operate our manufacturinlifiiscand maintain inventory in a way that willav us to mee
all expected product demand while maintaining fidity to reallocate manufacturing capacity to irape efficiency
and respond to changes in supply and demand. Howgvarmaceutical production processes are compighly
regulated, and vary widely from product to prod@&tiifting or adding manufacturing capacity can hegy lengthy
process requiring significant capital expendituaad regulatory approvals. Accordingly, if we weseskperience
extended plant shutdowns or extraordinary unplamme@ases in demand, we could experience an uptéon in
supply of certain products or product shortage praduction could be resumed or expanded.

Quality Assurance

Our success depends in great measure upon custonfetence in the quality of our products and ia ithtegrity of
the data that support their safety and effectivenesoduct quality arises from a total commitmeruality in all
parts of our operations, including research anctldgynent, purchasing, facilities planning, manuféotg, and
distribution. We have implemented quality-assurgmoeedures relating to the quality and integritg@entific
information and production processes.

Control of production processes involves rigid siieations for ingredients, equipment, facilitiesanufacturing
methods, packaging materials, and labeling. Weopertests at various stages of production processg®n the
final product to assure that the product meeteegjlilatory requirements and our standards. These iteay involve
chemical and physical chemical analyses, microlgiokl testing, testing in animals, or a combinatiddditional
assurance of quality is provided by a corporatditysassurance group that monitors existing phamengical and
animal health manufacturing procedures and systeh®e parent company, subsidiaries and affilisa@sl third-
party suppliers.




Executive Officers of the Company

The following table sets forth certain informatimgarding our executive officers. All executiveiodirs have been
employed by the Company in executive positionsrduthe last five years.

The term of office for each executive officer exgsion the date of the annual meeting of the BobRirectors, to
be held on April 21, 2008, or on the date his arduecessor is chosen and qualified. No direct@xecutive office
of the Company has a “family relationship” with amtyper director or executive officer of the Compaay that term
is defined for purposes of this disclosure requaetmThere is no understanding between any execafficer and
any other person pursuant to which the executifieesfwas selected.

Name Age Offices

Sidney Taurel 58 Chairman of the Board (since January 1999) andfChie
Executive Officer (since June 1998) and a Dire

John C. Lechleiter, Ph.D. 54 President and Chief Operating Officer (since Oct@895)
and a Directo

Robert A. Armitage 58 Senior Vice President and General Counsel (sinceais
2003)

Alex M. Azar Il 40 Senior Vice President, Corporate Affairs and Comications
(since June 200

Frank M. Deane, Ph.C 58 President, Manufacturing Operations (since Jun&p

Anthony J. Murphy, Ph.D 57 Senior Vice President, Human Resources (since 2008)

Steven M. Paul, M.D. 57 Executive Vice President, Science and Technologe€suly
2003)

Derica W. Rice 43 Senior Vice President and Chief Financial Offic@n¢e May
2006)

Gino Santini 51 Senior Vice President, Corporate Strategy and EBissin
Development (since June 20(

Deirdre P. Connell 47 President, U.S. Operations (since June 2|

Lorenzo Tallarigo, M.D. 57 President, International Operations (since Jank@ég)

Mr. Taurel will retire as Chief Executive Offices af March 31, 2008, and as Chairman and a directaf
December 31, 2008. On April 1, 2008, Dr. Lechleitdt become President and Chief Executive Officer.

Dr. Tallarigo will retire as of March 31, 2008, aod April 1, 2008, Bryce D. Carmine will become Enéve Vice
President, Marketing and Sales.

Employees

At the end of 2007, we employed approximately 40,6680ple, including approximately 19,100 employagside
the United States. A substantial number of our eygss have long records of continuous service.

Financial Information Relating to Business Segmentand Classes of Products

You can find financial information relating to dowsiness segments and classes of products inlPiéet 8 of this
Form 10-K, “Segment Information.” That informatieincorporated here by reference.

The relative contribution of any particular prodtour consolidated net sales changes from yegedo This is
due to several factors, including the introducttdmew products by us and by other manufacturedstiaa
introduction of generic pharmaceuticals upon pagepirations. In addition, margins vary for ourfdient products
due to various factors, including differences ia tost to manufacture and market the productsyahe of the
products to the marketplace, and government réistie on pricing and reimbursement. Our major pobdales are
generally not seasonal.




Financial Information Relating to Foreign and Domesic Operations

You can find financial information relating to fage and domestic operations in Part Il, Iltem 8hi$ t
Form 10-K, “Segment Information.” That informatieincorporated here by reference.

To date, our overall operations abroad have nat bBagificantly deterred by local restrictions ¢ transfer of
funds from branches and subsidiaries located abioeldding the availability of dollar exchange. \Wannot predic
what effect these restrictions or the other risitgerent in foreign operations, including possikd¢éianalization,
might have on our future operations or what otkstrictions may be imposed in the future. In additchanging
currency values can either favorably or unfavoratffgct our financial position and results of opienas. We
actively manage foreign exchange risk through werieedging techniques including the use of foreigmency
contracts.

Available Information on Our Web Site

We make available through our company web site, éfecharge, our company filings with the Secusitied
Exchange Commission (SEC) as soon as reasonalaijgafale after we electronically file them with, fornish
them to, the SEC. The reports we make availabledecour annual reports on Form 10-K, quarterlyorepon
Form 10-Q, current reports on Form 8-K, proxy steats, registration statements, and any amendn@titese
documents. The company web site link to our SEGJH is_http://investor.lilly.com/edgar.cfm.

In addition, the Corporate Governance portion afweb site includes our corporate governance gimeg| board
and committee information (including committee ¢bes), and our articles of incorporation and bydaihe link to
our corporate governance information is http://stee.lilly.com/corpgov.cfm.

We will provide paper copies of our SEC filings aratporate governance documents free of charge rguprest to
the company’s secretary at the address listedefrdmt of this Form 10-K.

Item 1A: Risk Factors; Cautionary Statementdding Forward
Looking Statement

In addition to the other information containedhistForm 10-K, the foll