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Item 2.02. Results of Operations and Financial Condition

On December 19, 2018, the Company issued a press release updating financial guidance for 2018, reaffirming financial expectations through the remainder of
the decade, and announcing financial guidance for 2019. In addition, on the same day, the Company held a teleconference for analysts and media to discuss
this guidance. The teleconference was web cast on the Company's web site. The press release is attached to this Form 8-K as Exhibit 99.1.

The Company uses non-GAAP financial measures that differ from financial statements reported in conformity with U.S. generally accepted accounting
principles (GAAP), and the attached press release includes a description of certain non-GAAP items that may affect our financial expectations for 2018 and
2019. The Company’s non-GAAP financial measures adjust reported results to exclude amortization of intangibles and items that are typically highly
variable, difficult to predict, and/or of a size that could have a substantial impact on the Company’s reported operations for a period. The Company believes
that these non-GAAP financial measures provide useful information to investors. Among other things, they may help investors evaluate the Company’s
ongoing operations. They can assist in making meaningful period-over-period comparisons and in identifying operating trends that would otherwise be
masked or distorted by the items subject to the adjustments. Management uses these non-GAAP financial measures internally to evaluate the performance of
the business, including to allocate resources and to evaluate results relative to incentive compensation targets. Investors should consider these non-GAAP
financial measures in addition to, not as a substitute for or superior to, measures of financial performance prepared in accordance with GAAP.

The information in this Item 2.02, including Exhibit 99.1 attached hereto, is being furnished and shall not be deemed “filed” for the purposes of Section 18 of
the Securities Exchange Act of 1934, as amended (“Exchange Act”), or otherwise subject to the liabilities of that Section and shall not be incorporated by
reference into any registration statement or other document pursuant to the Securities Act of 1933, as amended, or the Exchange Act, except as otherwise
expressly stated in such filing.

Item 9.01. Financial Statements and Exhibits

Exhibit Number    Description
99.1 Press release dated December 19, 2018
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

ELI LILLY AND COMPANY
(Registrant)

By:     /s/ Donald A. Zakrowski    
Title:     Vice President, Finance and Chief Accounting Officer

Dated: December 19, 2018



D e c e m b e r 1 9 , 2 0 1 8  Im m e d ia te ly  M a rk  T a y lo r; m a rk .ta y lo r@lilly .c o m ; (3 1 7 ) 2 7 6 -5 7 9 5  (M e d ia ) K e v in  H e rn ; h e rn _ k e v in _ r@lilly .c o m ; (3 1 7 ) 2 7 7 -1 8 3 8  (In v e s to rs ) L illy  A n n o u n c e s  F in a n c ia l G u id a n c e , R e v ie w s  C o m m e rc ia l P e rfo rm a n c e , a n d  H ig h lig h ts  P ro m is in g  P ip e lin e  O p p o rtu n itie s  a t In v e s tm e n t C o m m u n ity  M e e tin g    2 0 1 9  re v e n u e  is  e x p e c te d  to  b e  b e tw e e n  $ 2 5 .3  b illio n  a n d  $ 2 5 .8  b illio n , re p re s e n tin g  m id -s in g le -d ig it g ro w th  d riv e n  b y  v o lu m e  fro m  n e w e r m e d ic in e s , in c lu d in g  T ru lic ity , T a ltz , B a s a g la r, J a rd ia n c e , V e rz e n io , C y ra m z a , O lu m ia n t a n d  L a rtru v o , a s  w e ll a s  th e  re c e n t la u n c h  o f E m g a lity .   E a rn in g s  p e r s h a re  (E P S ) fo r 2 0 1 9  a re  e x p e c te d  to  b e  in  th e  ra n g e  o f $ 5 .5 2  to  $ 5 .6 2  o n  a  re p o rte d  b a s is  a n d  $ 5 .9 0  to  $ 6 .0 0  o n  a  n o n -G A A P  b a s is , e a c h  e x c lu d in g  a p p ro x im a te ly  $ .0 8  p e r s h a re  fo r th e  n o n - c o n tro llin g  in te re s t in  E la n c o  A n im a l H e a lth .   H a v in g  la u n c h e d  1 0  n e w  m e d ic in e s  o v e r th e  p a s t fiv e  y e a rs , th e  c o m p a n y  e x p e c ts  c o n tin u e d  p ip e lin e  p ro g re s s  in  2 0 1 9 , in c lu d in g  U .S . re g u la to ry  a c tio n  fo r n a s a l g lu c a g o n  fo r h y p o g ly c e m ia  a n d  la s m id ita n  fo r a c u te  m ig ra in e , a s  w e ll a s  n e w  in d ic a tio n s  fo r s e v e ra l m e d ic in e s .   T h e  c o m p a n y  h a s  re v is e d  its  2 0 2 0  m in im u m  fin a n c ia l e x p e c ta tio n s  a n d  n o w  e x p e c ts  a t le a s t 6  p e rc e n t c o m p o u n d  a n n u a l re v e n u e  g ro w th  fro m  2 0 1 5  to  2 0 2 0  fo r th e  fu ll c o m p a n y , a n d  a t le a s t 7  p e rc e n t c o m p o u n d

a n n u a l re v e n u e  g ro w th  fo r its  h u m a n  p h a rm a c e u tic a l b u s in e s s .   T h e  c o m p a n y  n o w  e x p e c ts  2 0 1 8  E P S  to  b e  in  th e  ra n g e  o f $ 2 .8 0  to  $ 2 .8 5  o n  a  re p o rte d  b a s is . O n  a  n o n - G A A P  b a s is , th e  c o m p a n y  h a s  re a ffirm e d  2 0 1 8  E P S  to  b e  in  th e  ra n g e  o f $ 5 .5 5  to  $ 5 .6 0 . IN D IA N A P O L IS , IN  –  A t a  m e e tin g  to d a y  w ith  th e  in v e s tm e n t c o m m u n ity , E li L illy  a n d  C o m p a n y  (N Y S E : L L Y ) a n n o u n c e d  its  2 0 1 9  fin a n c ia l g u id a n c e , u p d a te d  c e rta in  e le m e n ts  o f its  2 0 1 8  g u id a n c e  a n d  2 0 2 0  m in im u m  fin a n c ia l e x p e c ta tio n s , re v ie w e d  th e  p e rfo rm a n c e  o f re c e n tly  la u n c h e d  m e d ic in e s  a n d  h ig h lig h te d  n u m e ro u s  p o te n tia l n e w  m e d ic in e s  in  its  c lin ic a l p ip e lin e . D a v id  A . R ic k s , L illy ’s  c h a irm a n  a n d  c h ie f e x e c u tiv e  o ffic e r, c o n firm e d  th a t th e  c o m p a n y  is  e x e c u tin g  w e ll a g a in s t th e  c o m p a n y ’s  p rio ritie s  to  la u n c h  w ith  e x c e lle n c e , re p le n is h  th e  p ip e lin e , im p ro v e  p ro d u c tiv ity  a n d  d e v e lo p  ta le n t.



 

“O v e r th e  p a s t fiv e  y e a rs , L illy  h a s  s u c c e s s fu lly  la u n c h e d  1 0  n e w  m e d ic in e s , b o ls te re d  o u r p ip e lin e  w ith  n e w  c a n d id a te  m e d ic in e s  fro m  o u r o w n  la b s  a n d  fro m  e x te rn a l p a rtn e rs , re s h a p e d  th e  c o m p a n y  to  b e  m o re  p ro d u c tiv e , a n d  a ttra c te d  w o rld -c la s s  s c ie n tific  ta le n t to  o u r la b s ,” s a id  R ic k s . “O u r a c tio n s  o v e r th e  p a s t s e v e ra l y e a rs  h a v e  p o s itio n e d  L illy  to  d e liv e r s ig n ific a n t v a lu e  to  o u r k e y  s ta k e h o ld e rs . M o s t im p o rta n tly , th e y  h a v e  b e n e fite d  p a tie n ts , m a n y  o f w h o s e  liv e s  a re  b e tte r b e c a u s e  o f n e w  L illy  m e d ic in e s .” R ic k s  a c k n o w le d g e d  L illy ’s  c u rre n t s tro n g  p e rfo rm a n c e , a n d  e x p re s s e d  o p tim is m  fo r th e  c o m p a n y ’s  fu tu re  g ro w th . “We  a re  p ro u d  o f w h a t w e  h a v e  a c h ie v e d  a t L illy  o v e r th e  p a s t s e v e ra l y e a rs , b u t w e  a re  d e te rm in e d  to  ra is e  th e  b a r h ig h e r. We  s e e  in c re d ib le  s c ie n tific  o p p o rtu n itie s  to  a d d re s s  s o m e  o f th e  m o s t s ig n ific a n t h e a lth  c h a lle n g e s  o f a n  a g in g  s o c ie ty . We  a im  to  c re a te  n e w  m e d ic in e s  o v e r th e  n e x t d e c a d e  th a t w ill tra n s fo rm  th e  c a re  o f s e rio u s  illn e s s e s , a n d  p ro v id e  v a lu a b le  n e w  tre a tm e n t o p tio n s  fo r d o c to rs  a n d  p a tie n ts .” R & D  T ra n s fo rm a tio n  is  L e a d in g  to  Im p re s s iv e  P ip e lin e  P ro d u c tiv ity  A t to d a y ’s  m e e tin g , D a n ie l S k o v ro n s k y , M .D ., P h .D ., L illy ’s  C h ie f S c ie n tific  O ffic e r a n d  P re s id e n t o f L illy  R e s e a rc h  L a b o ra to rie s , h ig h lig h te d  re c e n t a d v a n c e m e n ts  th a t th e  c o m p a n y  h a s  m a d e  to  im p ro v e  R & D  p ro d u c tiv ity  a n d  c re a te  n e w  m e d ic in e s

th a t a re  e ith e r firs t-in -c la s s  o r b e s t-in -c la s s .   T h e  c o m p a n y  is  re s h a p in g  its  d ru g  d is c o v e ry  e n g in e , w ith  th e  d u a l g o a l o f d e c re a s in g  th e  tim e  fro m  ta rg e t id e n tific a tio n  to  c lin ic a l te s tin g  to  a p p ro x im a te ly  th re e  y e a rs , w h ile  a ls o  in c re a s in g  th e  u s e  o f e x te rn a lly -d e riv e d  in n o v a tio n  to  a c c e s s  n o v e l ta rg e ts , m o d a litie s  a n d  d is c o v e ry  to o ls .   L illy  h a s  s ig n ific a n tly  im p ro v e d  th e  s p e e d  o f its  d e v e lo p m e n t a c tiv itie s  a n d  re d u c e d  th e  a v e ra g e  tim e  fro m  firs t h u m a n  d o s e  o f a  p o te n tia l n e w  m e d ic in e  to  c o m m e rc ia l la u n c h  b y  o v e r tw o  y e a rs .   T h e re  h a s  b e e n  a  s te a d y  im p ro v e m e n t in  th e  s u c c e s s  ra te  o f P h a s e  3  m o le c u le s  in  L illy ’s  c lin ic a l p ip e lin e  d u e  to  a  g re a te r e m p h a s is  o n  ta rg e t v a lid a tio n , p a tie n t p o p u la tio n , m o le c u le  o p tim iz a tio n , m o re  ro b u s t P h a s e  2  d a ta , a n d  b e tte r P h a s e  3  d e s ig n . S k o v ro n s k y  d is c u s s e d  th e  d e v e lo p m e n t p la n s  a n d  th e ra p e u tic  p o te n tia l fo r a  n u m b e r o f p ro m is in g  la te -s ta g e  p ip e lin e  o p p o rtu n itie s  a n d  n e w  in d ic a tio n s  fo r a p p ro v e d  m e d ic in e s  in  th e  c o m p a n y ’s  fiv e  th e ra p e u tic  a re a s  o f fo c u s : 1 . O n c o lo g y  –  V e rz e n io , p e g ilo d e c a k in  2 . P a in  –  E m g a lity , la s m id ita n , ta n e z u m a b  2



 

3 . N e u ro d e g e n e ra tio n  –  N 3 p G  a n tib o d y , ta u  a n tib o d y , D 1 P A M  4 . Im m u n o lo g y  –  O lu m ia n t, m irik iz u m a b  5 . D ia b e te s  –  In s u lin s  a n d  C o n n e c te d  C a re , T ru lic ity , tirz e p a tid e  “L illy  h a s  c re a te d  a n  in d u s try -le a d in g  la te -s ta g e  d e v e lo p m e n t o rg a n iz a tio n  a n d  n o w  w e  a re  fo c u s e d  o n  tra n s fo rm in g  o u r d ru g  d is c o v e ry  e n g in e ,” s a id  S k o v ro n s k y . “With  a n  a ttra c tiv e  c lin ic a l p ip e lin e , tw o  n e w  m o le c u le s  a c h ie v in g  re g u la to ry  s u b m is s io n s  a n d  th re e  e n te rin g  P h a s e  3  in  2 0 1 8 , w e  a re  c o n tin u in g  a n  im p re s s iv e  p e rio d  o f p ro d u c tiv ity  fo r L illy  R e s e a rc h  L a b s , a n d  a re  o n  p a c e  to  d e liv e r o n  th e  c o m p a n y ’s  g o a l to  la u n c h  2 0  n e w  m e d ic in e s  in  1 0  y e a rs .” N e w  M e d ic in e s  A re  D riv in g  V o lu m e -B a s e d  R e v e n u e  G ro w th  a n d  P o s itiv e  F in a n c ia l O u tlo o k  J o s h u a  S m ile y , L illy  s e n io r v ic e  p re s id e n t a n d  c h ie f fin a n c ia l o ffic e r, h ig h lig h te d  th e  p e rfo rm a n c e  o f s e v e ra l re c e n tly  la u n c h e d  m e d ic in e s  a n d  re v ie w e d  th e  c o m p a n y ’s  2 0 1 8  a n d  2 0 1 9  fin a n c ia l g u id a n c e , a s  w e ll a s  c e rta in  m in im u m  fin a n c ia l e x p e c ta tio n s  fo r 2 0 2 0 . “L illy  h a s  d ra m a tic a lly  u p g ra d e d  th e  q u a lity  o f its  re v e n u e  b a s e  o v e r th e  p a s t fiv e  y e a rs  th ro u g h  th e  la u n c h  a n d  u p ta k e  o f 1 0  n e w  m e d ic in e s , w h ic h  to g e th e r a re  e x p e c te d  to  a c c o u n t fo r o v e r 4 5  p e rc e n t o f h u m a n  p h a rm a c e u tic a l s a le s  in  2 0 1 9 ,” n o te d  S m ile y . “T h e s e  1 0  m e d ic in e s  a re  la u n c h in g  in  s o m e  o f th e  fa s te s t g ro w in g  c a te g o rie s  a n d

c o n tin u e  to  d e liv e r g ro w th  th ro u g h  in c re a s e d  v o lu m e , n o t p ric e , m e a n in g  m o re  a n d  m o re  p e o p le  a ro u n d  th e  w o rld  a re  b e n e fittin g  fro m  L illy  m e d ic in e s .” A t to d a y ’s  m e e tin g , M r. S m ile y  h ig h lig h te d  th e  s tro n g  U .S . p e rfo rm a n c e  a n d  m a rk e t s h a re  g a in s  o f s e v e ra l o f th e s e  m e d ic in e s , in c lu d in g  T ru lic ity , J a rd ia n c e , T a ltz  a n d  V e rz e n io , a s  w e ll a s  th e  e a rly  p ro g re s s  fo r E m g a lity  a n d  in te rn a tio n a l g ro w th  o p p o rtu n itie s  a c ro s s  th e  p o rtfo lio . “We  a re  e n c o u ra g e d  b y  th e  c o m m e rc ia l e x e c u tio n  a c ro s s  o u r n e w  la u n c h e s , a n d  a re  e x c ite d  a b o u t th e ir p ro s p e c ts  fo r fu tu re  g ro w th ,” a d d e d  S m ile y . “T h e  s u c c e s s  o f th e s e  m e d ic in e s  g iv e s  u s  c o n fid e n c e  th a t w e  w ill c o n tin u e  to  d e liv e r s tro n g  re s u lts  a n d  g e n e ra te  s ig n ific a n t c a s h  b a la n c e s  in  2 0 1 9  a n d  b e y o n d . B a s e d  o n  th e s e  g ro w th  p ro s p e c ts , w e  a re  p le a s e d  to  to d a y  a n n o u n c e  a  1 5  p e rc e n t in c re a s e  in  o u r d iv id e n d .” 3



 

2 0 1 8  F in a n c ia l G u id a n c e  T h e  c o m p a n y  h a s  re v is e d  c e rta in  e le m e n ts  o f its  2 0 1 8  fin a n c ia l g u id a n c e  o n  a  re p o rte d  b a s is . E a rn in g s  p e r s h a re  o n  a  re p o rte d  b a s is  a re  n o w  e x p e c te d  to  b e  in  th e  ra n g e  o f $ 2 .8 0  to  $ 2 .8 5 , w h ile  n o n -G A A P  e a rn in g s  p e r s h a re  fo r 2 0 1 8  a re  s till e x p e c te d  to  b e  in  th e  ra n g e  o f $ 5 .5 5  to  $ 5 .6 0 . 2 0 1 8  % C h a n g e  E x p e c ta tio n s * fro m  2 0 1 7  E a rn in g s  p e r s h a re  (re p o rte d ) $ 2 .8 0  to  $ 2 .8 5  N M  A c q u ire d  in -p ro c e s s  re s e a rc h  a n d  d e v e lo p m e n t 1 .8 2  A m o rtiz a tio n  o f in ta n g ib le  a s s e ts  .4 3  A s s e t im p a irm e n t, re s tru c tu rin g  a n d  o th e r s p e c ia l c h a rg e s  .4 1  (a ) In c o m e  ta x e s  .0 5  O th e r, n e t .0 3  E a rn in g s  p e r s h a re  (n o n -G A A P ) $ 5 .5 5  to  $ 5 .6 0  3 0 % to  3 1 % N u m b e rs  m a y  n o t a d d  d u e  to  ro u n d in g  * 2 0 1 8  E x p e c ta tio n s  a re  p e n d in g  fin a liz a tio n  o f e s tim a te s , a c c o u n tin g  p o lic y  e le c tio n s , a n d  g u id a n c e  is s u e d  fo r ta x  re fo rm . (a ) R e la te s  to  a d ju s tm e n ts  to  th e  2 0 1 7  T o ll T a x  fo r U .S . ta x  re fo rm  p ro p o s e d  re g u la tio n s  a n d  ta x  e x p e n s e s  a s s o c ia te d  w ith  th e  s e p a ra tio n  o f th e  E la n c o  a n im a l h e a lth  b u s in e s s . 4



 

T h e  fo llo w in g  ta b le  s u m m a riz e s  th e  c o m p a n y ’s  2 0 1 8  fin a n c ia l g u id a n c e . 2 0 1 8  G u id a n c e * P rio r R e v is e d  R e v e n u e  $ 2 4 .3  to  $ 2 4 .5  b illio n  U n c h a n g e d  G ro s s  M a rg in  % o f R e v e n u e  (re p o rte d ) A p p ro x . 7 3 .5 % U n c h a n g e d  G ro s s  M a rg in  % o f R e v e n u e  (n o n -G A A P ) A p p ro x . 7 6 % U n c h a n g e d  M a rk e tin g , S e llin g  &  A d m in is tra tiv e  $ 6 .3  to  $ 6 .5  b illio n  U n c h a n g e d  R e s e a rc h  &  D e v e lo p m e n t $ 5 .2  to  $ 5 .4  b illio n  U n c h a n g e d  O th e r In c o m e /(E x p e n s e ) $ 7 5  to  $ 2 0 0  m illio n  U n c h a n g e d  T a x  R a te  (re p o rte d ) A p p ro x . 2 2 .5 % A p p ro x . 2 3 % T a x  R a te  (n o n -G A A P ) A p p ro x . 1 6 % U n c h a n g e d  E a rn in g s  p e r s h a re  (re p o rte d ) $ 3 .0 4  to  $ 3 .0 9  $ 2 .8 0  to  $ 2 .8 5  E a rn in g s  p e r s h a re  (n o n -G A A P ) $ 5 .5 5  to  $ 5 .6 0  U n c h a n g e d  * C e rta in  e le m e n ts  o f 2 0 1 8  g u id a n c e  a re  p e n d in g  fin a liz a tio n  o f e s tim a te s , a c c o u n tin g  p o lic y  e le c tio n s , a n d  g u id a n c e  is s u e d  fo r ta x  re fo rm . N o n -G A A P  a d ju s tm e n ts  a re  c o n s is te n t w ith  th e  e a rn in g s  p e r s h a re  ta b le  a b o v e . 5



 

2 0 1 9  F in a n c ia l G u id a n c e  L illy  to d a y  is s u e d  its  2 0 1 9  fin a n c ia l g u id a n c e . T h e  in d iv id u a l e le m e n ts  o f th e  2 0 1 9  fin a n c ia l g u id a n c e  o u tlin e d  b e lo w  in c lu d e  fu lly  c o n s o lid a te d  fin a n c ia l e x p e c ta tio n s  fo r b o th  th e  c o m p a n y ’s  h u m a n  p h a rm a c e u tic a l b u s in e s s  a n d  E la n c o  A n im a l H e a lth , w ith  th e  e x c e p tio n  o f e a rn in g s  p e r s h a re , w h ic h  e x c lu d e s  a p p ro x im a te ly  $ 0 .0 8  p e r s h a re  fo r th e  n o n -c o n tro llin g  in te re s t in  E la n c o . L illy  e x p e c ts  to  d iv e s t its  re m a in in g  o w n e rs h ip  in  E la n c o  th ro u g h  a  ta x -e ffic ie n t tra n s a c tio n  w ith in  o n e  y e a r o f E la n c o ’s  in itia l p u b lic  o ffe rin g , a n d  w ill re s ta te  2 0 1 9  fin a n c ia l g u id a n c e  a t th a t tim e  to  re fle c t E la n c o  a s  d is c o n tin u e d  o p e ra tio n s . E a rn in g s  p e r s h a re  fo r 2 0 1 9  a re  e x p e c te d  to  b e  in  th e  ra n g e  o f $ 5 .5 2  to  $ 5 .6 2  o n  a  re p o rte d  b a s is  a n d  $ 5 .9 0  to  $ 6 .0 0  o n  a  n o n -G A A P  b a s is . 2 0 1 9  E x p e c ta tio n s * E a rn in g s  p e r s h a re  (re p o rte d ) $ 5 .5 2  to  $ 5 .6 2  A c q u ire d  in -p ro c e s s  re s e a rc h  a n d  d e v e lo p m e n t .0 7  A s s e t im p a irm e n t, re s tru c tu rin g  a n d  o th e r s p e c ia l c h a rg e s  .0 3  A m o rtiz a tio n  o f in ta n g ib le  a s s e ts  .2 8  E a rn in g s  p e r s h a re  (n o n -G A A P ) $ 5 .9 0  to  $ 6 .0 0  N u m b e rs  m a y  n o t a d d  d u e  to  ro u n d in g  * 2 0 1 9  E x p e c ta tio n s  a re  p e n d in g  fin a liz a tio n  o f e s tim a te s , a c c o u n tin g  p o lic y  e le c tio n s , a n d  g u id a n c e  is s u e d  fo r ta x  re fo rm . T h e  c o m p a n y  a n tic ip a te s  2 0 1 9  re v e n u e  b e tw e e n  $ 2 5 .3  b illio n  a n d  $ 2 5 .8  b illio n . R e v e n u e  g ro w th  is  e x p e c te d  to  b e

d riv e n  b y  v o lu m e  fro m  n e w e r m e d ic in e s  in c lu d in g  T ru lic ity ® , T a ltz ® , B a s a g la r® , J a rd ia n c e ® , V e rz e n io T M , C y ra m z a ® , O lu m ia n t®  a n d  L a rtru v o T M . R e v e n u e  g ro w th  is  a ls o  e x p e c te d  to  b e n e fit fro m  th e  re c e n t la u n c h  o f E m g a lity T M , a n d  c o u ld  b e n e fit fro m  th e  p o te n tia l a p p ro v a l a n d  la u n c h  o f n a s a l g lu c a g o n  a n d  la s m id ita n . R e v e n u e  g ro w th  is  e x p e c te d  to  b e  p a rtia lly  o ffs e t b y  lo w e r re v e n u e  fo r C ia lis ®  a n d  o th e r p ro d u c ts  th a t h a v e  lo s t p a te n t e x c lu s iv ity . R e v e n u e  g ro w th  is  a ls o  e x p e c te d  to  b e  p a rtia lly  o ffs e t b y  th e  n e g a tiv e  im p a c t o f fo re ig n  e x c h a n g e  ra te s , a s  w e ll a s  c o n tin u e d  p ric e  p re s s u re s  in  th e  U .S  a n d  s o m e  in te rn a tio n a l m a rk e ts . G ro s s  m a rg in  a s  a  p e rc e n t o f re v e n u e  ra te  is  e x p e c te d  to  b e  a p p ro x im a te ly  7 5 .0  p e rc e n t o n  a  re p o rte d  b a s is  a n d  7 6 .5  p e rc e n t o n  a  n o n -G A A P  b a s is . 6



 

M a rk e tin g , s e llin g  a n d  a d m in is tra tiv e  e x p e n s e s  a re  e x p e c te d  to  b e  in  th e  ra n g e  o f $ 6 .4  b illio n  to  $ 6 .7  b illio n . R e s e a rc h  a n d  d e v e lo p m e n t e x p e n s e s  a re  e x p e c te d  to  b e  in  th e  ra n g e  o f $ 5 .6  b illio n  to  $ 5 .8  b illio n . O th e r in c o m e  (e x p e n s e ) is  e x p e c te d  to  b e  e x p e n s e  b e tw e e n  $ 7 5  m illio n  a n d  $ 2 2 5  m illio n . T h e  2 0 1 9  e ffe c tiv e  ta x  ra te  is  e x p e c te d  to  b e  a p p ro x im a te ly  1 6  p e rc e n t o n  b o th  a  re p o rte d  b a s is  a n d  o n  a  n o n -G A A P  b a s is , p e n d in g  fin a liz a tio n  o f e s tim a te s , a c c o u n tin g  p o lic y  e le c tio n s , a n d  g u id a n c e  is s u e d  fo r ta x  re fo rm . T h e  fo llo w in g  ta b le  s u m m a riz e s  th e  c o m p a n y ’s  2 0 1 9  fin a n c ia l g u id a n c e . 2 0 1 9  G u id a n c e * R e v e n u e  $ 2 5 .3  to  $ 2 5 .8  b illio n  G ro s s  M a rg in  % o f R e v e n u e  (re p o rte d ) A p p ro x . 7 5 .0 % G ro s s  M a rg in  % o f R e v e n u e  (n o n -G A A P ) A p p ro x . 7 6 .5 % M a rk e tin g , S e llin g  &  A d m in is tra tiv e  $ 6 .4  to  $ 6 .7  b illio n  R e s e a rc h  &  D e v e lo p m e n t $ 5 .6  to  $ 5 .8  b illio n  O th e r In c o m e /(E x p e n s e ) $ (2 2 5 ) to  $ (7 5 ) m illio n  T a x  R a te  (re p o rte d ) A p p ro x . 1 6 % T a x  R a te  (n o n -G A A P ) A p p ro x . 1 6 % E a rn in g s  p e r s h a re  (re p o rte d ) $ 5 .5 2  to  $ 5 .6 2  E a rn in g s  p e r s h a re  (n o n -G A A P ) $ 5 .9 0  to  $ 6 .0 0  * C e rta in  e le m e n ts  o f 2 0 1 9  g u id a n c e  a re  p e n d in g  fin a liz a tio n  o f e s tim a te s , a c c o u n tin g  p o lic y  e le c tio n s , a n d  g u id a n c e  is s u e d  fo r ta x  re fo rm . N o n -G A A P  a d ju s tm e n ts  a re  c o n s is te n t w ith  th e  e a rn in g s  p e r s h a re  ta b le  a b o v e . 7



 

2 0 2 0  M in im u m  F in a n c ia l E x p e c ta tio n s  T h e  c o m p a n y  h a s  re v is e d  its  2 0 2 0  m in im u m  fin a n c ia l e x p e c ta tio n s  a n d  n o w  e x p e c ts  a t le a s t 6  p e rc e n t c o m p o u n d  a n n u a l re v e n u e  g ro w th  fro m  2 0 1 5  to  2 0 2 0  fo r th e  fu ll c o m p a n y , a n d  a t le a s t 7  p e rc e n t c o m p o u n d  a n n u a l re v e n u e  g ro w th  fo r th e  h u m a n  p h a rm a c e u tic a l b u s in e s s . C e rta in  fin a n c ia l g u id a n c e  in fo rm a tio n  fo r 2 0 1 9  a n d  2 0 1 8  is  p re s e n te d  o n  b o th  a  re p o rte d  a n d  a  n o n -G A A P  b a s is . S o m e  n u m b e rs  in  th is  p re s s  re le a s e  m a y  n o t a d d  d u e  to  ro u n d in g . R e p o rte d  re s u lts  a re  p re p a re d  in  a c c o rd a n c e  w ith  U .S . g e n e ra lly  a c c e p te d  a c c o u n tin g  p rin c ip le s  (G A A P ) a n d  in c lu d e  a ll re v e n u e  a n d  e x p e n s e s  re c o g n iz e d  d u rin g  th e  p e rio d s . N o n -G A A P  m e a s u re s  e x c lu d e  th e  ite m s  d e s c rib e d  in  th e  re c o n c ilia tio n  ta b le s  c o n ta in e d  in  th is  p re s s  re le a s e . T h e  n o n -G A A P  m e a s u re s  a re  p re s e n te d  to  p ro v id e  a d d itio n a l in s ig h ts  in to  th e  u n d e rly in g  tre n d s  in  th e  c o m p a n y ’s  b u s in e s s . T h is  p re s s  re le a s e  d o e s  n o t c o n s titu te  a n  o ffe r o f a n y  s e c u ritie s  fo r s a le . We b c a s t o f C o n fe re n c e  C a ll a n d  In v e s to r M a te ria ls  A s  p re v io u s ly  a n n o u n c e d , in v e s to rs  a n d  th e  g e n e ra l p u b lic  c a n  a c c e s s  a  liv e  w e b c a s t o f th e  2 0 1 8  in v e s tm e n t c o m m u n ity  m e e tin g  c o n fe re n c e  c a ll a n d  in v e s to r m a te ria ls  th ro u g h  a  lin k  o n  L illy ’s  w e b s ite  a t w w w .in v e s to r.lilly .c o m . T h e  c o n fe re n c e  c a ll w ill b e  h e ld  to d a y  b e g in n in g  a t

9 :0 0  a .m . E a s te rn  tim e  (E T ) a n d  w ill b e  a v a ila b le  fo r re p la y  v ia  th e  w e b s ite . A b o u t E li L illy  a n d  C o m p a n y  L illy  is  a  g lo b a l h e a lth c a re  le a d e r th a t u n ite s  c a rin g  w ith  d is c o v e ry  to  c re a te  m e d ic in e s  th a t m a k e  life  b e tte r fo r p e o p le  a ro u n d  th e  w o rld . We  w e re  fo u n d e d  m o re  th a n  a  c e n tu ry  a g o  b y  a  m a n  c o m m itte d  to  c re a tin g  h ig h -q u a lity  m e d ic in e s  th a t m e e t re a l n e e d s , a n d  to d a y  w e  re m a in  tru e  to  th a t m is s io n  in  a ll o u r w o rk . A c ro s s  th e  g lo b e , L illy  e m p lo y e e s  w o rk  to  d is c o v e r a n d  b rin g  life -c h a n g in g  m e d ic in e s  to  th o s e  w h o  n e e d  th e m , im p ro v e  th e  u n d e rs ta n d in g  a n d  m a n a g e m e n t o f d is e a s e , a n d  g iv e  b a c k  to  c o m m u n itie s  th ro u g h  p h ila n th ro p y  a n d  v o lu n te e ris m . T o  le a rn  m o re  a b o u t L illy , p le a s e  v is it u s  a t w w w .lilly .c o m  a n d  h ttp ://n e w s ro o m .lilly .c o m /s o c ia l-c h a n n e ls . F -L L Y  T h is  p re s s  re le a s e  c o n ta in s  m a n a g e m e n t’s  c u rre n t in te n tio n s  a n d  e x p e c ta tio n s  fo r th e  fu tu re , a ll o f w h ic h  a re  fo rw a rd - lo o k in g  s ta te m e n ts  w ith in  th e  m e a n in g  o f S e c tio n  2 7 A  o f th e  S e c u ritie s  A c t o f 1 9 3 3  a n d  S e c tio n  2 1 E  o f th e  S e c u ritie s  E x c h a n g e  A c t o f 1 9 3 4 . T h e  w o rd s  “e s tim a te ,” “p ro je c t,” “in te n d ,” “e x p e c t,” “b e lie v e ,” “ta rg e t,” “a n tic ip a te ,” a n d  s im ila r e x p re s s io n s  a re  in te n d e d  to  id e n tify  fo rw a rd -lo o k in g  s ta te m e n ts . A c tu a l re s u lts  m a y  d iffe r m a te ria lly  fro m  th e s e  fo rw a rd - lo o k in g  s ta te m e n ts  d u e  to  v a rio u s  fa c to rs . T h e re  a re  s ig n ific a n t ris k s  a n d  u n c e rta in tie s  in  p h a rm a c e u tic a l re s e a rc h  a n d  d e v e lo p m e n t. T h e re  c a n

b e  n o  g u a ra n te e s  th a t p ip e lin e  p ro d u c ts  w ill s u c c e e d  in  c lin ic a l te s tin g , w ill re c e iv e  th e  n e c e s s a ry  8



 

c lin ic a l a n d  m a n u fa c tu rin g  re g u la to ry  a p p ro v a ls , o r w ill p ro v e  to  b e  c o m m e rc ia lly  s u c c e s s fu l. T h e  c o m p a n y ’s  re s u lts  m a y  a ls o  b e  a ffe c te d  b y  s u c h  fa c to rs  a s  th e  tim in g  o f a n tic ip a te d  re g u la to ry  a p p ro v a ls  a n d  la u n c h e s  o f n e w  p ro d u c ts ; m a rk e t u p ta k e  o f re c e n tly  la u n c h e d  p ro d u c ts ; c o m p e titiv e  d e v e lo p m e n ts  a ffe c tin g  c u rre n t p ro d u c ts ; th e  e x p ira tio n  o f in te lle c tu a l p ro p e rty  p ro te c tio n  fo r c e rta in  o f th e  c o m p a n y ’s  p ro d u c ts ; th e  c o m p a n y ’s  a b ility  to  p ro te c t a n d  e n fo rc e  p a te n ts  a n d  o th e r in te lle c tu a l p ro p e rty ; th e  im p a c t o f g o v e rn m e n ta l a c tio n s  re g a rd in g  p ric in g , im p o rta tio n , a n d  re im b u rs e m e n t fo r p h a rm a c e u tic a ls , in c lu d in g  U .S . h e a lth  c a re  re fo rm ; re g u la to ry  c o m p lia n c e  p ro b le m s  o r g o v e rn m e n t in v e s tig a tio n s ; re g u la to ry  a c tio n s  re g a rd in g  c u rre n tly  m a rk e te d  p ro d u c ts ; u n e x p e c te d  s a fe ty  o r e ffic a c y  c o n c e rn s  a s s o c ia te d  w ith  th e  c o m p a n y ’s  p ro d u c ts ; is s u e s  w ith  p ro d u c t s u p p ly  s te m m in g  fro m  m a n u fa c tu rin g  d iffic u ltie s  o r d is ru p tio n s ; re g u la to ry  c h a n g e s  o r o th e r d e v e lo p m e n ts ; c h a n g e s  in  p a te n t la w  o r re g u la tio n s  re la te d  to  d a ta -p a c k a g e  e x c lu s iv ity ; litig a tio n  in v o lv in g  c u rre n t o r fu tu re  p ro d u c ts ; th e  e x te n t to  w h ic h  th ird -p a rty  in d e m n ific a tio n  o b lig a tio n s  re la tin g  to  p ro d u c t lia b ility  litig a tio n  a n d  s im ila r m a tte rs  w ill b e  p e rfo rm e d ; u n a u th o riz e d  d is c lo s u re  o f tra d e  s e c re ts  o r o th e r c o n fid e n tia l d a ta  s to re d  in  th e  c o m p a n y ’s  in fo rm a tio n  s y s te m s  a n d  n e tw o rk s ; c h a n g e s

in  ta x  la w  a n d  re g u la tio n s , in c lu d in g  th e  im p a c t o f ta x  re fo rm  le g is la tio n  e n a c te d  in  D e c e m b e r 2 0 1 7  a n d  re la te d  g u id a n c e ; c h a n g e s  in  in fla tio n , in te re s t ra te s , a n d  fo re ig n  c u rre n c y  e x c h a n g e  ra te s ; a s s e t im p a irm e n ts  a n d  re s tru c tu rin g  c h a rg e s ; c h a n g e s  in  a c c o u n tin g  s ta n d a rd s  p ro m u lg a te d  b y  th e  F in a n c ia l A c c o u n tin g  S ta n d a rd s  B o a rd  a n d  th e  U .S . S e c u ritie s  a n d  E x c h a n g e  C o m m is s io n  (S E C ); a c q u is itio n s  a n d  b u s in e s s  d e v e lo p m e n t tra n s a c tio n s  a n d  re la te d  in te g ra tio n  c o n s id e ra tio n s ; a n d  th e  im p a c t o f e x c h a n g e  ra te s  a n d  g lo b a l m a c ro e c o n o m ic  c o n d itio n s , in c lu d in g  th e  e ffe c t o f th e  p e n d in g  e x it o f th e  U n ite d  K in g d o m  fro m  th e  E u ro p e a n  U n io n ; a n d  u n c e rta in tie s  a n d  ris k s  re la te d  to  tim in g  a n d  p o te n tia l v a lu e  to  b o th  E la n c o  a n d  L illy  o f th e  p la n n e d  s e p a ra tio n  o f th e  E la n c o  a n im a l h e a lth  b u s in e s s , in c lu d in g  b u s in e s s , in d u s try  a n d  m a rk e t ris k s , a s  w e ll a s  ris k s  in v o lv in g  re a liz in g  th e  a n tic ip a te d  ta x -fre e  n a tu re  o f th e  s e p a ra tio n . F o r a d d itio n a l in fo rm a tio n  a b o u t th e  fa c to rs  th a t c o u ld  c a u s e  a c tu a l re s u lts  to  d iffe r m a te ria lly  fro m  fo rw a rd -lo o k in g  s ta te m e n ts , p le a s e  s e e  th e  c o m p a n y ’s  la te s t F o rm  1 0 -K  a n d  s u b s e q u e n t F o rm  1 0 -Q s  file d  w ith  th e  S E C . Y o u  s h o u ld  n o t p la c e  u n d u e  re lia n c e  o n  fo rw a rd -lo o k in g  s ta te m e n ts , w h ic h  s p e a k  o n ly  a s  o f th e  d a te  o f th is  re le a s e . E x c e p t a s  is  re q u ire d  b y  la w , th e  c o m p a n y  e x p re s s ly  d is c la im s  a n y

o b lig a tio n  to  p u b lic ly  re le a s e  a n y  re v is io n s  to  fo rw a rd -lo o k in g  s ta te m e n ts  to  re fle c t e v e n ts  a fte r th e  d a te  o f th is  re le a s e . #  #  #  B a s a g la r®  (in s u lin  g la rg in e  in je c tio n , L illy ) C ia lis ®  (ta d a la fil, L illy ) C y ra m z a ®  (ra m u c iru m a b , L illy ) E m g a lity T M  (g a lc a n e z u m a b -g n lm , L illy ) J a rd ia n c e ®  (e m p a g liflo z in , B o e h rin g e r In g e lh e im ) L a rtru v o T M  (o la ra tu m a b , L illy ) O lu m ia n t®  (b a ric itin ib , L illy ) T a ltz ®  (ix e k iz u m a b , L illy ) T ru lic ity ®  (d u la g lu tid e , L illy ) V e rz e n io T M  (a b e m a c ic lib , L illy ) 9
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