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Financial highlights

$33.3bn

Sales unchanged at $33.269 million ($32.804 million in 2009)

$13.6bn

Core operating profit unchanged at $13.603 million ($13.621 million in 2009)

$6.71

Core EPS for the futl year iIncreased by 5% to $6.71 (36.32 in 2009)

$21bn

Net share repurchases totalled $2.110 million ($nil in 2009)

Important infarmation fer readers of this Annual Repert and Ferm 20-F Infermation
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Health is something
that connects us all

In our mission to make a meaningful
difference to the world’s health, we work
closely with governments and regulators,
those who pay for healthcare, our partners
in industry and academia, and doctors.
Through our activities we touch a great
number of people’s lives and we are acutely
conscious of our responsibility to patients
and society in general.

astrazeneca.com/
annualreport2010

Directors’ Report

The following sections compnse

the Directors' Report which has been
prepared n accordance wath the
requirements of the Companies Act 2006

> Qur Strategy and Performance
> Business Review

> Corporate Governance

> Development Pipaline

> Shareholder Information

> Corporate Information
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Welcome to our 2010 Annual Report

You wiit find this Annual Report and all the case
studies featured in this document on cur website,
astrazeneca.com/annualreport2010
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AstraZeneca at a glance

Who we are

Focus on six areas of healthcare

61,00

61.000 employees worldwidz

10

10 medicines with sales of over $1 billion in 2010

100

Active in over 100 countries

AstraZeneca is a focused, integrated,
innovation-driven, global, prescription-based
biopharmaceutical business

Our mission is to make a meaningful
ditference to patient health through
great medicines

We are committed to acting responsibly
and to the sustainable development of
our business

Our mission requires us to do things in the
right way - to behave in accordance with
our values and to act with integrity

We believe that our approach delivers lasting
value for patients, society and our shareholders

2 AstraZeneca at a glance

What we do

We discover, develop and commercialise
prescnption medicines for sxx important areas
of healthcare Cardiovascular, Gastrointestinal,
Infection, Neuroscience, Oncology and
Respiratory & Inflammation

We have a broad range of medicines that
Includes estabiished treatments for many
senous liinesses, such as our antibiotic,
Merrem/Meronem and Losec/Prifosec for
acid-related diseases

We use our scientific and commercial skills to
develop a pipeline of nnovative new medicines
10 meet medical need

We had 10 medicines with sales of more than
$1 billion each in 2010

Cardiovascular

Crestor

for managing cholesterot levels

Seloken/Toprol-XL

for hypertension, heart falure and angina

Atacand

for hypertension and heart failure

Gastrointestinal

Nexium

for acid reflux

Infection

Synagis

for RSV, a respiratory infection in infants

Neurosclence

Seroquel IR

for schizophrenia and bipolar disorder

Seroquel XR

for schizophrenia, ipolar disorder and major depressive disorder

Oncology
Arnimidex

for breast cancer

Zoladex

for prostate and breast cancer

Respiratory & Inflammation

Symbicort

for asthma and chronic obstructive pulmonary disease

AstraZeneca Annual Report and Form 20-F Inforrnation 2010




How we work

Qur activities touch many people’s lives and
we are committed to working in a spint of
collaboration to achieve our goal of better
health for patients

For patients and doctors, we provide
medicines for some of the world's most
senous linesses

For the people who pay for healthcare, we
work to make sure that our medicines offer
value for money

For our employees, we provide a culture in
which they can feel appreciated, energised
and rewarded for their contribution

For our shareholders, we aim to deliver value
through our continued focus on INnovation
and running our business efficiently

For the wider community, we want to be
valued for the contnbution our medicines
make to society and trusted for the way In
which we do business

We recognise the value of collaborative work
and so continually seek to develop new ways
of working with others who complement our

existing skills, enhance our internal Innovation
or bring extra value to what we do

AstraZeneca Annual Report and Form 20-F Information 2010

Where we work

We have a global reach but focal knowledge,
being active in over 100 countries, with a
growing presence in emerging markets such
as China. Mexico, Brazil and Russia

In 2010, we had sales of $13,727 million in
the US, $9,168 million in Western Europe,
$5,176 million in Established ROW and
$5,198 miltion in Emerging Markets

Combining our disease area expertise with
country-specific knowledge helps us 10 market
and sell medicines that best meet local needs

Of our 61,000 employees worldwide, 45.6%
are in Europe. 30.5% in the Americas and
23.9% in Asia, Africa and Australasia

Around 15,700 people work in our R&D
organisation and we have 14 principal R&D
centres in eight countries, including Sweden,
the US and the UK

We have 9,300 employees at 23 Supply
and Manufacturing sites in 16 countries

$4.2bn

Core investment aof $4.2 hillion in our R&D organisation in 2010

80

Cwer 80 major externalisak:on transactions completed over the
past three years

46%

46% of sales and marketing workforce based in Emerging
Markets compared with 16° in 2002

23

23 Supply and Manufactunng siles

AstraZeneca at a glance 3
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ummary financial and
operational information for 2010

Financial highlights
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8,742

Reported operating profit Sm (- 1%}

2010

Reported gross margin Sm (- 1%}

2010

2008 )

Reported basic earnings per Ordinary Share § (+7 %)

5.60

Operational overview

92

92 projects in clinical development. including 9 in Phase Il or under
regulatory review, 34 withdrawn dunng the year

1%

Revenue in the LS {ell 7. while revenue in Rest of Wond rose by 7%

$5bn

Annual Crastor and Sercquel sales exceeded $5 billion each

$5.1bn

Revenue in Emerging Markeats grew 10 over $5.1 billion. a 16% mcrease

$2.4bn

The first phase of the restructuring programme 1S now complete,
resulling in annual benefits of $2.4 billion

$2.1bn

Net share repurchases 1otalled $2.1 billion in 2010

AstraZeneca Arnuai Beport and Form 20-F Informaton 2010




> Single R&D organisation in place, ncluding
new leadership team, global organisation
structure and governance framework

> Vimovo approved in the US and the EU,
Briique approved in the EU with Complete
Response Letter receved for Briinta in the
US, Kombiglyze™ XR (Onglyza™/metformin
combinaticn) approved in the US, decisions
made In December to discontinue
development of motavizumab and Certnad

> Completed a deal with Rige! for the Phase Hli
development of fostamatinib {for rheumatoid
arthntis), and TC-5214, our neuroscience
collaboration with Targacept, also entered
Phase Il development

> Agreement with HealthCore, which maintans
the largest commercially insured population
data environment In the US, enables 'real
world’ studies of health outcomes

> Portfolio of more than 100 generic products
bemng licensed across 30 Emerging Markets
for marketing under our brand

> Crestor substance patent upheld in the
US courts

> Ranked m the top 8% in the sector inthe
Dow Jones Sustainability World and
European Indexes

> Reviewed and revised Responsible Business
Plan to align it with strategic business pnonties

> Additional ways of reporting sales and
marketing performance introduced to
support Increased transparency

> Improverment n senior leader communications
with employees but slight decline In employee
engagement

All growth rates are at CER

AstraZeneca Annwal Report and Form 20-F information 2010

Product performance summary
Arimidex (2009 $1,921m, 2008 $1,857m)

$1,512m -22%

Atacand {2009 $1,436m, 2008 $1,471m)

$1 483m +3%

Crestor (2009 $4,502m, 2008 $3,597m}

$5,691m +24%

Nexium (2009 $4,959m, 2008 $5,200m)

$4,969m 0%

Seloken/Toprol-XL (2009 $1,443m, 2008 $807m)

$1,210m -17%

Seroquel IR (2009 $4,171m, 2008 $4,223m)

$4148m -1%

Seroquel XR {2009 $695m, 2008 $229m)

$1,154m +67%

Symbicort (2009 $2,294m, 2008 $2,004m)

$2,746m +20%

Synagis (2009 $1,082m, 2008 $1,230m)

$1,038m -4%

Zoladex (2009 $1,086m, 2008 $1,138m)

$1,115m 0%

Our year in bnef 5
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“ 2010 was a year
In which AstraZeneca
maintained its strong
financial performance

o, At

Louis Schweitzer
Chairman

Dividend information

Dmvidend per Crdinary Share 2030

Dwderd ‘er 20'Q SEK Payment da‘e
First intenim dividend . 512 13 September 2010
Second imerim dvidend . 11.89 14 March 2011
Total 1711

Drsir bubions 10 sharehoiders Sm 2010 2009 2008
Draclends 3,361 2977 2.739
Share repurchases 2,604 - 510

* Share repurcnases ™ 200, ret of proceeds rom the ssue of share capvial egquad 10 3494 muson, ware 32,510 mhon.

& Chairman’s Statement




Chairman’s Statement

In the face of sustaned pressures on the
business, 2010 was a year In which AstraZeneca
mantaned its strong financial performance

We also made good progress In implementing
our strategy to be a focused, integrated,
innavation-dnven, global, prescnption-based
biopharmaceutical business

Group sales in 2010 were unchanged at $33.269 millon Reported
operating profit was $11,494 million, down 1% Reported earnings
per share for the full year were up 7% at $5 60 (2009 $519) Within
the unchanged revenue total there was strong sales growth for
medicines such as Crestor, Symbicort and Seroquel XR, and
revenue outside the US increased by 7%, including a 16% increase
in Emerging Markets On the other hand US revenus was down

by 7% As expected, revenue In the US was affected by genenc
competition for Anmidex, Pulrmicort Respufes and ToproRXL, as
well as the absence of the HIN1 influenza (swine flu) vaccine
revenue that benefited 2009 revenues

Pharmaceutical sector

QOur performance In 2010 took place agamnst a background of
continued world pharmaceutical market growth This growth s
betng drven by Increasing and ageing populations, as well as
expanding numbers of patients iIn emerging markets who can
benefit from our medicines, together with the Increasing prevalence
of chronic diseases and advances in science and technology On
the other hand, the pharmaceutical sector, including AstraZeneca,
faces a number of challenges in the form of competition, particulany
from genenc versions of medicines, and dechning R&D productvity
In addition, most of our sales take place in highly regulated markats
whaere cost containment by govarmments and other payers for
healthcare 1s a pnonty, especially in the wake of the economic
downturn We expect this pressure to continue, most notably in the
US and European markets and the Board will keep #ts plans under
contnuous review to ensure we are able to respond to changes

AstraZaneca fully recognises the importance of its reputation

We are committed to doing business In an attucal and proper
manner and take compliance with all laws sericusly Cversight of
the pharrmaceutical sector by regulators and competition authorities
has ntensified in recent years The Board, assisted by the Audit
Committee, plays an active role in monitonng performance

Our strategy

Aganst this outlook, the Board believes its focused strategy 1s

the most value-creating path for AstraZeneca Qur business moded
1s based on using the best science and technology to invent and
acquire, develop, produce and distnbute innovatve medicines that
make a meaningful difference to patent health around the world

Underpinning this model s the creation, protection and subsequent
shanng of inteliectual property It 1s on this basts that we continue
to nvest in new medicines and work to pratect and optimise our
invastments by ngorously defending our patent nghts We were
therefora pleased with the court decision upholding the vahidity and
enfarceability of the Crestor US substance patent

The focus of our efforts to implement our strategy in 2010 was

on making the transformational changes to the business needed

to generate sustanable long-term value At the heart of thase
changes was the creation of a single R&D organisation which we
ara reshaping and in which we are investing to improve productmty
and secure targeted levels of return Complementing this is a single
Coammercial organisation which not only ensures that our medicines
reach the doctors and patients whe need them, but also works
closely with R&D to ensure that our pipeline delivers the medicines

AstraZeneca Annual Report and Form 20-F Information 2010

most likely to defiver technical and commercial success That
Includes working with payers to ensure that they value and are
wiling to purchase our medicines

Also central to our strategy 1S a firm behef In external collaboration
We have a desire to access the best science, whatever ts ongins,
and to act as a valued and trusted partner

We have undertaken significant restructunng inihatives in furtherance
of our strategy The first phase of the restructunng programme 15
now complete, resulting in the realisaticn of annual benefits of

$2 4 tillon achieved to date at a cumulative cost of amund $2 5 bilion

Outlook and cash returns to shareholders

We continue 1o plan on the basis that revenue will be in the range of
$28-534 billion a year over the 2010-14 penod, as revenue growth
from key franchises that retan exclusivity and continued growth in
Emerging Markets are pressured by the loss of market excluswity
on a number of products

In recognition of the Group's strong balance sheet and sustanable
significant cash flow, and the Board's confidence in the strategic
direction and long-term prospects for the business, we announced,
n conjunction with the full year 2008 results, the adoption of a
progressive dvidend pelicy, intending 1o maintain or grow the
dvidend each year After providing for business investment, funding
the progressive dividend policy and meeting our debt service
obligations, the Board will also keep under review the opportunity
to retum cash in excess of these requirements to shareholders
through penodic share repurchases

The Board has recommended a second intenm dwdend of

$1 85, an 8% Increase over the second intenm dvidend awarded
in 2009 This brings the dividend for the full year to $2 55

{161 6 pence, SEK 1711), an increase of 11% from 2009 In 2010,
cash distnbutions to shareholders through dmdends totalled
$3,361 million and net share repurchases totalled $2,110 million

Board changes

There were a number of Board changes dunng the year John
Buchanan and Bo Angelin both left the Board immediately after the
2010 AGM John had been a Director for exght years and had also
chared the Audit Committee  His contribution to the work of the
Board and the Audit Committee over those years was significant
and we benefited greatly from his skills, experience and thoughtful
approach Bo was appointed as a Director in 2007 and stepped
down in order to concentrate on his scientific work He provided
valuable insight to the Board and the Science Committee dunng
his time as a Director On behalf of thew fellow Directors, | would
like to thank both for their excellent service to AstraZeneca

Bruce Burlington joined the Board in August He brings with him
awealth of pharmaceutical ndustry expenence following a career
at the FDA and subsequently at Wyeth, now part of Pfizer Inc In
January 2011, Shnt) Vadera joined the Board Her expenence of
emerging markets, and knowledge of global finance and public
policy, will be invaluable | would iike to welcome both Bruce and
Shnti to the Board

Appreciation

2010 was a successful and challenging year for AstraZeneca
We mantained our strong financial performance and took and
implemented difficult decisions to ensure the future success

of the Group None of this would have been possible without
the leadership of David Brennan and the other members of his
executve team My thanks, and those of the whole Board, go
to them and all our employees who did $o much in 2010 for the
long-term success of AstraZeneca

Louis Schwenzer
Charman

Chawrman's Statement 7
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8 Chef Executive Officer's Roview

“ It is the manner in
which we do business
as much as what we do
that will determine our
long-term success

Loosd Pprs—

David R Brennan
Chief Executive Officer

Operational highlights

$5bn

Single R&D organisation in place Annual Crestor and Seroquel sales exceeded
35 bilion gach

Achieved major market approvals for Vimovo
and Briique Brilinta; made submissions for
dapaglilozin and Zirforo. but disappointmenis
on other pipeling products

8% $51bn

Ranked in the top 8% in the sectar in the Revenue in Emerging Markets grew 1o over
Dow Jones Sustanability Werld and 35.1 billon, a 16% increase
European Inciexes

AstraZeneca Annual Repert and Forrm 20-F Information 2010




Chief Executive Officer’s Review

2010 emphasised that it 1s the manner in which
we do business as much as what we do that
will determine our long-term success It told us
that, if we are to deliver our strategy and make
a meaningful difference to the health of patients
through great medicines, then we need to act
with integnty and remain true o cur values We
need to behave as an integrated organisation
and work in collaboration with patients, doctors,
payers and our many other stakeholders

Transforming R&D

That journey starts with an R&D organisation that delivers world-
class performance and where increased externalisation means
we can access diverse sources of nnovation We made significart
progress in 2010 with the creation of a single R&D organisation
and of a leadership team compnsing the best INnternal and external
leaders This includes the appointment of Martn Mackay as
President, Global R&D We have also put in place a new global
organisation structure and govemance framework VWe are
consoldating our site footpnnt and have refocused our resources
on a smaller number of high-potential actvities

The need for change 1s undminished Our R&D record over the
past few years is disappointng and our results in 2010 were mixed
On the positive side, Vimovo, our medicine for arthritic pain, which
we developed with Pozen Inc was approved and launched in the
EU and the US Bnirque/Briinta, our treatment for acute coronary
syndromes, has also been approved in the EU Kominiglyze™ XR,
a fixed dose combination of Onglyza™ and metformin, a further
product in our BMS diabetes collaboration, was approved in

the US

In 2010, we made major regulatory submissions for vandetanit

(for thyrod cancer), Zinforo {an anti-bactenal medicing), dapaglifiozin
(for diabetes) and Axanum (a cardiovascular medicing) We completed
a deal with Rigel for the Phase Il development of fostamatinib (for
rheumatoid arthntis), and TC-5214, our neuroscience collaborahon
with Targacept, also entered Phase Il development

However, both Brlinta and Axanum receved Complete Response
Letters from the FDA dunng the year We responded to the
Bninta letter n January 20711 and reman confident in our submission
Complete Response Letters were also recerved for motavizumab
{for treating senous respiratory syncyhal virus {RSV) disease} and
Certnad (for the treatment of ipid abnormalties) Following these
letters, we have withdrawn the biological license application
relating to motavzumab and recorded an imparment charge of
$445 millon In addition, we have ended our icence agreement
with Abbott for the development of Cartriad

Leveraging our commercial assets

Hand in hand with transforming R&D Is the need to leverage our
commercial assets Our key medicines, such as Crestor, Symbicort
and Seroquel XR, achieved double digit growth in 2010 Both
Crestor and Seroquel XR wers helped by US and EU approvals for
additional indications Nexium 1s already approved in 120 countnes
and in 2010 we signed an agreement with Daichi Sankyo for its
co-promoticn and supply In Japan after it 1s approved for use

We are also focusing our efforts on ensunng that we have the nght
capabilities to successfully launch and commercialise the next wave
of medicines from our pipeling, as well as to deliver cur expansion
plans in Emerging Markets, both through organic growth of

AstraZeneca Annual Report and Form 20-F Information 2010

products from our current portfolic and pipehne and also through
selactive additons of AstraZeneca branded genencs In 2010,

we identfied a portfolio of more than 100 genenc products which
we are currently iicensing across 30 Emerging Markets To help
us lcense these dossiers and source the molecules, we are
working with a number of companies in India, and have signed an
agreernent with Torrent to supply us with a portfolio of branded
genenc medicines

We are creating a much stronger focus on those who pay for
our medicines to help us ensure that our medicines get to the
nght patients, at the right tme and at a pnee they can afford,
while reflecting our investment As part of this, we have signed

a collaboration agreement with HealthCore, which maintains the
largest commercially Insured populaton data enviconment in the
US This will enable us to carry out ‘real world' studies of health
outcomes, which is of increasing mportance to payers around
the world

In Apnt 2010, we signed an agreement wath the US Department of
Justice to settle an investigation relaiing to the sales and marketing
of Seroquel The requirements of the associated Corporate Integnty
Agreement include a number of active monitonng and self-reporting
obligations which we have put in place

Efficiency across the value chain

To be successful we need to be alean and agite organisation

We continue to dnve our operations strategy. simplhfying and
streamlining our infrastructure and reducing costs Making changes
to reshape the business and make 1 fit for purpose going forward
affects a large number of peaple In many parts of the business that
has resulted in further reduchions i our workforce The executive
team and | rernain committed to ensunng that we manage these
changes in the nght way This means dealing responsibly and
sympathetically with affected indmduals and the communities in
which they live

People acting with integnty

A good reputation is critical to our business success We nead to
earn and maintain the trust of our customers, collaborators and all
those with whom we do business That means each of us needs to
act with integnity and in accordance with cur values It explains why
we set such great store by compliance with our Code of Conduct
Dunng 2010, we reviewed our existing sales and marketing policies
and standards and created a single new Global Policy on External
Interactions which we arm to launch in the first quarter of 2011

A good reputation also requires a commitment to acting responsibly
and to the sustainable development of our business To that end,
our responsible business objectives are closely aligned to our
business strategy and, in 2010, we reviewed and reshaped our
corperate responsibility prionty action plan

Finally, } am grateful for the dedication and hard work of all
our employees The pace of change will not let up in 2011 but
| remain confident that together we have the talent, motation
and commitment needed to improve patient health through
great medicines

Dawid R Brennan
Chief Executve Officer

Chief Executive Officer's Review 9
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Our marketplace

The world pharmaceutical market grew by

5 2% in 2010 and more pecple than ever
around the world had access to modem
medicines, Including more patients In emerging
markets Indeed, as the World pharmaceutical
markets figure below shows, average revenue
growth in Emerging Markets was, at nearly
14%, more than three times the rate in
Established Markets

While demand for medicines and world pharmaceutical markets,
especially Emerging Markets, continued to grow in 2010, research-
based pharmaceuncal companies faced a challenging marketplace
Pncing pressures intensified m most Established Markets with
increased competihion from genenc medicines and greater
constrants being placed on our business by payers In additon,
industry-wide R&D productivity continued to decline

In 2010, the top five pharmaceutical markets in the world remained
the US, Japan, Germany, France and China, with the US representing
40 9% of globa! prescription pharmaceutical sales (2008 41 2%)

Growth dnvers

Expanding patient populatiens

The world population has doubled inthe last 50 years from three
billon to over six biflon and is expected to reach mine bilion by
2050 In addion, the number of peaple wha can access modem
standards of healthcare continues to Increase, particularty among
the elderly, who represent a nsing proportion of populations in
developed nations

Furthermore, faster-developing economies, such as China, India
and Brazil, offer new opportunities for the ndustry to help an
expanding nurnber of patients who can benefit from medicines
Emerging Markets now represent approxmately 85% of the world
papulation In addition, therr phammaceutical revenues grew
significantty faster than those in Established Markets in 2010 and,
as the Estimated pharmaceutical market growth 2009-2014 figure
opposite shows, It 1S estimated that this trend will continue

World pharmaceutical markets

World Sales ($on)
(2010 754)
(2009 _ _ 717)
(zoos — 677)

us Sales ($bn)
(2010 _ 308)
(2009 . 296)
(2008 265}
Western Europe Sales ($bn)
(2010 _ 183)
(2009 ~ - 179)
{2008 173)
Established ROW Sales ($bn)
(2010 120)
(2000 117)
(2008 111)
Emerging Markets Sales ($bn)
(2010 143)
(2009 125}

(2008 108}

Data basad on workd market salas usng AstraZensca s market definitions as set out n the
Markst defintions table on page 217 Scurce: IMS Health

Growthn 2010

5.2%

Market value n 2010

100%

Growth in 2010 Market value in 2010
4 -1 A) 40 N 9 /()
Growth in 2010 Market value in 2010

2.7%

Growth in 2010

2.8%

Growth in 2010

13.8% 18.9%

24.3%

Market value In 2010

15.9%

Market value in 2010

10 Our Strategy and Performance Our marketplace
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Estimated pharmaceutical market growth 2009-2014

Key

Estmated sales — 2014*
Estmated growth — 2009-2014
{compound annuat growth rate)

B North Amenca Sales $398 1bn Growth 4 4%

B Europe (EU countries) Sales $261.7bn Growth 3 0%
B South East & East Asia Sales $132 0bn Growth 17 7%
B Japan Sales $115 5bn Growth 4 0%

B Latin Amenca Sales $984.4bn Growth 13 4%

Source IMS Health
Ex manufacturer pnces at CER.

B CIS Sales $26 6bn Growth 10 5%

8 Europe (Non EU countnes) Sales $26 3bn Growth 4 8%
B South Asia Sales $26 1bn Growth 14 2%

W Afnca Sales $20 9bn Growth 8.6%

B Oceania Sales $15 0bn Growih 4 6%

B Middle East Sales $13 3bn Growth 8.6%

Unmet mediczal need

In most established markets, ageing populations and certain
Iifestyle choices such as smoking, a poor diet and lack of exercise
drva an increased iIncidence of chronic diseases such as cancer,
cardiovascular/metabolic and respiratory diseases which require
long-term management The prevalence of chronic disease 1s
increasing in middle-income countrnes and 1s now beginning to
have an impact in the least developed countries For example,
WHQ research shows that about 90% of the premature deaths
from non-communicable diseases are In developing countries,
amounting to more than eight million deaths annually WHO
estimates that, f nothing s done, deaths from these diseases

will ncrease by a further 17% before 2015, with Afnca seeing the
greatest increase of 27%, compared with 6% in Europe

Advances in science and technology

Innovation leading to new drugs Is cntical to meeting unmet

medical need Exsting drugs will continue to be important n
meseting the growing demand for healthcare, particularly as the
increasing use of genenc medication improves access and frees

up total healthcare funds At the same time, advances in disease
understanding and the apphcation of new technologies will be
required to ensure the delvery of new medicines  Such approaches
include personalised healthcare and predictive science as well as
other new therapeutic modalities

The use of large molecules, or biclogics, 1s becoming an
ncreasingly important source of innovation Forecasts for 2016
predict that of the world’s top 100 phamaceutical products, 48%
of sales will come from biclogics This compares with only 31% in
2009 and 15% in 2000 With advances in the technologies for the

AstraZeneca Annual Report and Form 20-F Information 2010

design and testing of novel compounds, new opportunities also
exist for the use of Innovative small molecules as new medicines
Most pharmaceutical companies now pursue both small molecules
and biologics R&D

The challenges

Pncing pressure

Most of our sales continue to be generated in highly regulated
markets where governments exert vanous levels of control on
pricing and rembursement  Cost containment in heatthcare,
Including containment of pharmaceutical spending, continues to
be a focus The global econom:ic downtumn has enhanced this
focus and the pnaing and reimbursement environments 1IN many
markets continue to be highty dynamic

In March 2010, President Barack Obama signed into law the
Affordable Care Act It 15 intended to expand healthcare coverage
and improve healthcare delivery while reducing the federal budget
deficit and sets in motion significant changes to the US heatthcare
system, the world's largest Heatthcare reform implementation
wnpacts the pharmaceutical industry significantly, with some
provisions directly targeting the sector Expansion of healthcare
coverage to an estmated 32 milhon uninsured people and the
enhanced focus on ensunng quality healthcare will potentially
increase patient access to appropnate treatments, including
prescnption medicines Efforts to expand access to government
healthcare programmes require addiional sources of funding

The pharmaceutical Industry, including AstraZeneca, has shown
its commitment to these efforts through ts agreement, among
other things, to help close the coverage gap in the Medicare Part O
prescnption drug programme and by paying an annual industry fes

Our Strategy and Performance Our marketplace 11
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While many of the coverage expanston provisions do not take effect
until 2014, the legislation will have an immediate and direct impact
on healthcare activities across stakeholders in the US healthcare
systermn More generally, it will have broad implications for how
healthcare 1s delivered, covered and rembursed The phammaceutical
industry 1s working with poleymakers and regulators dunng the
implementation phases of healthcare reform with a view to ensunng
that they stnke a balance between containing costs, while also
promoting an environment that fosters medical Innovation

In Germarny, Europe’s largest pharmaceutical market, heatthcare
reforms brought into force this year are set to have a significant
long-term impact on the demands being placed on pharmaceutical
manufacturers to produce information and evidence from chnical
tnals In addition, these reforms include a number of short-term
measures to lower Germany's healthcare spending, nciuding
provisions that allow for an increase in mandatory rebates and

a freeze on drug pnees  Simiar short-term measures have been
implemented as a direct response to economic challenges in
several other European markets n 2010, including Spain, Portugal
and Greece Each of these markets has either imposed price
cuts, or ncreased mandatory rebates on phammaceutical
products These actions present a considerable chaltenge for

the research-based pharmaceutical industry

Nevertheless, prneing remains one of the pnncipal tevers that
countres can use to stimulate phammaceutical Innovation and
investment Recogrution of this has led to a number of positive
developments, such as exemptions in Japan, the world's second
largest pharmaceutical market for certamn innovative medicines
from the country’s biennial pnce cuts.

Maore information regarding the impact of pnce controls and
reductons, as well as the impact of healthcare reform in the US, can
be found in the Pnncipal nsks and uncertamnties secton from page
96 The pnneipal aspects of pnee regulation In our major markets
are described further in the Geographical Review from page 70

R&D productivity

Over the last 30 years, investment in R&D in the US has increased
from $2 billion to $45 billion a year, whereas approvals by the FDA
have generally remamed at 25-30 a year Aganst this background,
the research-based pharmaceutical Industry I1s pursuing Increased
productivity to ensure a strong pipeline of commercially viable
medicines for launch The challenge now i1s greater than ever with
the pursuit of newer, mome challenging biclogical targets In an
attempt to mcrease the quality of candidates progressed through
development, novel paradigms are being employed for less
well-vahdated targets, while ciinical ‘proof of concept’ 1s now

the defining measure of success

Crganisationally, comparves are addressing this challenge in a
variety of ways Some companies are employing Lean business
improvement tools and/or shared nsk operating models to bnng
potential drug candidates to the proof of concept milestone
Others have sought 1o increase output with imited incremental
cost or restructured R&D functions to promote Innovation and
entrepreneurship Some companies have acquired others with
synergistic development pipetines

Regulatory requirements

Pharmaceuticals i1s one of the most regulated industnes This
reflects the public interest In safeguarding patients While efforts

to harmonise these regulations globally are increasing, their

number and impact contrue to grow, thereby raising the cost

of dong business Given the nature and geographic scope of our
business, we mamntan important interactions with many health
authonty regulatory bodies in numerous countries In our largest
markets, these bodies include the FDA In the US, and the European
Commission and the EMA in the EU Regulators are also contmuing
to apply a more systematic approach to safety assessment and

12 Qur Strategy and Performance Our marketplace

to the management of known and emerging nsks, both before

and after a medicine 1s approved At the same time, thera 1s growing
public demand for access to and transparency of data, especially
climical data, to understand the overall nsk and benefit and the
rationale for a health authoniy’s decisions While transparency

and co-operation between health authonties today 1s becoming
routing, this co-operation does not always lead to identcat
regulatory outcomes

Clinical tnals are being conducted across a number of countres
and regions This requires a comprehensive understanding of
the differing regional determinants of safety, efficacy and cliricat
practice, as well as knowledge of local ethics, human subject
protection and geod chrucal practice requirements In order to
support the registration of our products in a given regulatory
junsdiction, programmes providing foreign clinical tna) data must
meet the requirements of local health authonties to ensure
relevance to thew speciiic populabion

Health authorties are also increasingly interested in the efficacy
of pharmaceuticals after they have been approved, which can also
result in additional regulations  This trend reflects the increasing
pressures from both health technology assessors and payers to
assess not only the safety of our products but also therr relatve
effectveness in the heatthcare system

Competrtion

Our main competitors are other research-based pharmaceutical
companies that develop and sell innovative, patent-protected
prescnption medicines and vaccines, as well as smaller
biotechnology and vaccine companies

Genenc versions of drugs are very competitive because
manufacturers of genenc drugs price them at a signsficantly lower
leved than the iInnovator equivalents This 1s partly because generic
manufacturers do not invest the same amounts in R&D or market
development as research-based phamaceutical companies and
therefore do not need to recoup that nvestment Such compettion
has tradittonally oceurred when patents expire, but can also

oceur where the validity of patents 1s being disputed or has been
successfully challenged before expiry Such early challenges by
genencs to patents on innovative products have increased and
genenc companes are increasingly willng to launch genenc
products ‘at nsk’, In other words, prior to resolution of the relevant
patent hbgation This can result in significant market presence for
the genenc equivalent of an innovatve product dunng the pened
in which such patent itigation remains unresolved, even though
the courts may subsequently rule that such product Is property
protected by a valid patent The unpredictable nature of such patent
kigation has led innovators to seek to settle such challenges on
terms acceptable to both mnovator and genenc manufacturer
However, some competition authonties have sought to challenge
the scope or even avalabiity of settlierent agreements of this type

To date, biologics have sustained longer Iife-cycles than traditional
pharmaceuticals and have faced less genenc competition This is
because the manufactunng process for biolegics s generally more
complex than 1t 1s for small molecule medicines, and it 1s significantly
harder to produce an identical copy of a biclogic than it 1s a small
molecule medicine However, socme biologics are, or will become,
subject to competition from ‘brosimilars’ as regulatory authonties in
Europe and the US continue implementing abbreviated approvals
processes for biosimilars
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Acute coronary syndromes - or ACS —

is a term used to describe sudden chest
pain and other symptoms caused by an
insufficient blood supply to the heart, They
are the most common manifestation of
coronary heart disease (CHD) with over
2.5 million occcurrences in the developed
world each year. Despite the availability of
current treatment options, data suggests
that up t© 15% of patients die within one
year of their cardiovascular event,

Briinta/Brfigue (licagrelor tablets) 1s an oral antiplatelat
treatment we have develcped for ACS. The cliricat
cevelopment for Brilinta/Briique \ncluded the PLATO study.
one of the largest chnical tnals we have ever underiaken.
nvolving 18,624 patents in 43 countries, PLATO was
designed to reflect current clinical management of ACS
patients and 1o establish whather Briinta/Brihque could
improve cardiovascular outcomes beyond those afforded by
clopictogrel (Plavix™/Iscover™). The overall PLATO results
demonstraled the supenonty of ticagrelor in reducing heart
attacks and cardiovascular death in patients with ACS. The
data has provided the basis for regulatory filings warldwide.

For more than half 2 century. AstraZeneca has been at the
forefront of R&D in cardiovascular diseases. Briinta/Brilique
was discovered ai our laboralories in the UK and represents
another example of our commitment o developing and
dlelivering innovative medicines that make a meaningful
differance o patient health.

£€ who

can help
me survive
a heart
attack?

Because health connects us all
For more information go to the Therapy Area Review
from page 50.
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Our strategy

Each vear, at the beginning of our business
planning cycle, we assess the challenges and
opportunities presented by our marketplace,
test our short- and long-term planning
assumptions, and critically assess our
capabllities as an organisation We do soto
assure curselves that, whatever our past
successes, the strategic path we are following
Is the nght one This section summarises our
strategic plans for the future as well as our
performance aganst our targets n 2010

Qur vision

The executive team, with the endorsement of the Board, beleves
that the most value-creating strategy for AstraZeneca isto be a
focused, integrated, INnnovation-driven, global, prescnption-based
biopharrmaceutical business

> focused in that we will continue to be selective about those
areas of the industry in which we choose to compete, targeting
those product categones where medical innovation or brand
eguity will continue to enable us 10 make acceptable levels of
return on our investments

> integrated in that we believe the best way to capture value
withurt this iIndustry 18 to span the full value chain of discovery,
development and commercialisation, while remaning open to
working with partners and outsourcing to capture operational
efficiencies

> Innovation-driven in that we beleve our technology base will
continue to deliver Innovative products that will benefit patients
and for which payers wili pay

> globalin that we belleve we have the ability to meet healthcare
needs n both established and emerging markets efficiently and
effectively

We believe that there are ongoing opportunities to create value
for those who invest in pharmaceutical iInnovation, and that
AstraZeneca has the skills and capabilibes to take advantage of
these opportunities and turn them into long-term value through
the research, development and marketing of medicines that

make a difference 1 healthcare For us, this is the core of our
responsibility to cur stakeholders and society Successful
pharmaceutical innovation, delivered responsibly, bnngs benefits
for patients, creates value for shareholders and contnbutes to the
economic and social welfare of the communities we serve

14 Our Strategy and Performance Our strategy

Our business model

QOur business model 1s based on using the best innovative science
and technology to mvent or acquire, produce and distnbute
medicines that make a meaningful difference to people’s heatth
around the world We span a broad range of therapeutic modalities,
as well as pnmary and specialty care In a number of therapy areas,
and are active in aver 100 countnes around the world Qur
commtrment to scientfic innovation is coupled with our belief that
success will require more external collaboration, including more
collaboration with industry and academic partners

The Life-cycle of a medicine overview on page 20 itlustrates the
value chain of discovery, development and commercialisation

It starts with the identfication of unmet medical need and market
opportunity, the search for a potertiat medicine, through clinical
tnals, regulatory submission, a medicine’s launch and management
of 1ts Ife-cycle

An inherent element of cur business model 1s the creation,
protection and subsequent shanng of nteflectual property assets
as shown below

\
Creation and acqguisition of intellectual
property through innovative R&D
\
Application for patents to protect the
intellectual property assets developed

In a potental medicine

Climcal development programmes generating further
innovations in the use of the potential medicine and
intellectual property nghts in the data required for

regulatory submissions

Penod of intellectual property protection for an
nnovative medicing which allows a return to be made
on the investment undertaken

Expiry of intellectual property nghts and
commoditisation of knowledge which typically sees

genenc versions of a medicine entenng a market
\.
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Akey goa! for our planning process 1s to ensure that we can
continue 1o sustain the cycle of successful nnovation and, as a
result, continue to refresh our portfolio of patented products - and
s0 generate value for shareholders

Our strategic prionties to 2014

We have identified the following medium-term strategic pnonties
as necessary to support the delivery of our strategic ambitions
They have confirmed our view that the pace of change across the
business needs to accelerate If we are to be successful in meeting
our goal of creating endunng value for shareholders by baing one
of the best-performing bropharmaceutical companies

Pipeline

While we are confident that long-term growth in demand for
nnovative biopharmaceuticals will remain strong, 1t 1s clear that
substantial improvernent in R&D productivity 1s needed if we are to
be certain of secunng the targeted levels of retum on the investment
required to create shareholder value on a sustainable basis To
achieve that improvement, we ntend to follow a mare focused
approach to R&D investment with the intention of improving the
qualty of R&D output and thereby Increasing its returns This
focus involves a reduction in the number of disease area targets,
consoldation onto a smaller number of sites and a reduction in
headcount It also involves iInvestment in bulding iIndustry-leading
capabilives and accessing the best opportunities from outsde
our laboratomnes

Deliver the business

QOur enhanced programme of external collaboration i our R&D
activities includes working with payers o buld an ndustry-leading
capability n payer partnenng In this way, when we develop our new
medicines we will 2lso devefop the required heatth economics,
cost/benefit information and 'value-in-use’ data required by payers
Thus will help us gain global reimbursement, broad market access
and eptimal pncing for our medicines

tn terms of the commercialisation of our products, we will continue
to build on our leading positions in Established Markets Our plans
for growth will also buld on the Investments we have made in
Emerging Markets In addiion to commercialising the current and
new product offenngs being developed ntemally, we will drive
further growth by selectively supplementing our Emerging Markets
portfolio with branded genenc products sourced externally and
marketed under the AstraZeneca brand

Business shape

We continue 1o use business improvement programmes, such
as Lean, to dnve efficiencies across the Group We will also move
further towards a more flexible cost base which will enable us to
respond rapidly as our requirements change To do this, we will
continue to make greater use of outsourcing and strategic
collaborations with other organisatons

People and values

We recognise that talented, motivated and capable people are
criical to the successful achievement of our strategic ambitions
As a result, we are focusing on bullding new cntical capabitities,
such as

> ‘payer partnenng’ and personalised healthcare

> further improving leadership and management capability

> acquinng and retaining talent, for example in support of our
growth plans in Emerging Markets

> Increasing the dversity of our talent pool, so that it better
reflects our future business shape

AstraZeneca Annual Report and Form 20-F Information 2010

These prionties are underpinned by determined efforts to improve
employee engagement and to build a high performance culture
whose halimarks are creatiity, courage and collaboration

A good reputation s cntical to our business success We therefore
need to earn and mantan the trust of customers, partners and
stakeholders if we are to deliver our strategy This requires us to
do things in the nght way - to behave in accordance with our
values and to act with integaty We alsc need to connect wath our
stakeholders, Including patients, doctors, regulators, govemments
and payers, if we are to understand their needs better and deliver
on our commitrent to improving patient health

Qur commitment to acting responsibly and to the sustainable
development of cur business underpins our work to implement
our strategic pnonties To that end, our responsible business
ohjectives are closely aligned to, and support delivery of, cur
business strategy In the light of difogue with stakeholders, we
have reviewed and reshaped our corporate responsibility pnonty
action plan dunng the year We have put at the top of the agenda
those areas most impacted by our business changes and which
are therefore instrumental enablers of our business strategy

We will focus on sales and marketing practices, access 1o
healthcare, research ethics {including animal welfare), human
nghts and supplier management We will be maintaning focus
on all other aspects of our corporate responsibiity, such as
patient safety and the ervironment

Medium-term planning assumptions

When we announced our full year resutts for 2009, we set out a
sernes of medium-term planning assumptions which we updated

In January 2011 We continue to plan on the basis that revenug for
the five years to 2014 will be in the range of $28-$34 bilkon a year,
as revenue growth from key franchises that retain excluswity and
Emerging Markets 1s pressured by the loss of market exclusnty on
a number of products Qur latest nsk-adjusted view 1s that revenue
contnbution from recently launched products and the pipeline 1s in
the range of $3-$5 billion

Based on continued productiity improvements (including
successful completion of restructunng mitiatives), our pianning
assumphon remans that Core operating margin, befora investment
m research and development (Core pre-R&0 operating margin

waill be In the range of 48% to 54% of revenue These levels of
revenue and margins would generate the requisite operating cash
flow over the planning penod to support the reinvestment needs of
the business, debt sernce obligations and shareholder distnbutions
Over the planning penod, we expect that between 40% and 50%
of our pre-R&D post-tax cash flows will be remvested in internal
and external R&D and capital investments to drive future value

and growth
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Business objectives and key performance indicators Quarterly reports provide the Board and the SET with shared
Within AstraZeneca, each business function is subject to an annual insight mto progress against current year objectives and milestones
budget and target-setting process that includes developing financial for longer-term strategic goals Performance is assessed using

and business forecasts, conducting sensitmvity and nsk analyses, guantitative, comparative market, operational and financial

and setting relevant objectives Regular reviews are undertaken in measures, and gualtative analysis

order to monitor and assess progress aganst business and budget

targets, and to assess key nsks and mibgating actions In setting our objectives we sought to ensure that they were aligned

with our medium-term planming assumptions for the five years to
2014 For each of our objectives we have developed KPIs by which

4 r e
What drives the W What challenges w What do we want

growth of our do we face? to achieve?
business? See Our marketplace section See Qur strategic pnonties to 2014 section
See Our marketplace section from page 10 on page 15
from page 10
Pricing pressure Financial

Sustam annual revenues of $28-334 bilion
Sustain Core pre-R&D operating margins

Expanding of 48%-54%

t. t Reinvest 40%-50% of pre-R&D post-tax
patien cash flows in R&D and capital nvestments
populations Achieve target return on invested capital

R&D productivity Pipeline

Average of two or more commercially
valuable first approvals in major markets
per year

40% of our pipeline sourced from outside
our laboratones

Unmet medical need
Deliver the business

Grow market share of key brands that
Tou_gher regulatory et ey
environment Successfully commercialise recent
launches and the next wave

Sustan double digit sales growth In
Emergng Markets

Business shape

Advan ces il"l Mantain gross marg:n in excess of 80%

science and Generic effocinencss and eficency”

tech nology competition and Procurement savings across all functions
p atent expiry Focus on working capital management

People and values

Achieve global high performing norm
rating for employee engagement

Achieve a step change in our leadership
and management capability

Ensure a culture of ethics and ntegnty s
J J embedded n all business practices
\_
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we have measured our success In delivenng our strategy Dunng
the year we alsc sought to ensure that we managed the business
appropnately both to optimise our opportunities and miigate the
nsks we faced The chart below illustrates this relationship and
summanses our objectives for 2010 The Performance in

2010 section that follows sets out our performance aganst

our KPIs dunng the year

Our KPlIs

See Performance in 2010 section on page 18

> Revenue

> Core pre-R&D operating profitymargin
> Core EPS

> Rewnwvestment rate

> Cash flow

> Product approvals

> Regulatory submissions

> Phase lll iInvestment decisions
> Licensing deals/acquisiions

> Market share of key brands
> Revenue from new product launches
> Emerging Market sales growth

> Gross margin

> SG&A costs

> R&D cost efficiency
> Procurement savings

> Employee engagement

> Leadership communications
> DJS| ranking

> Sales and marketing breaches

AstraZeneca Annual Report and Form 20-F Information 2010

What might stop us from

achieving our objectives?
See Risk section from page 94

We face a diverse range of

nsks and uncertanties that may
adversely affect any one or

more parts of cur business QCur
approach to nsk management

IS designed to encourage clear
decision making as to which
nsks we take as a business

and how we manage those nsks,
In each case informed by an
understanding of the commercial,
financial, compliance, legal

and reputational implications

of these risks

—

_/
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Performance in 2010

. .
Financial

> Global revenue was unchanged at CER at $33 3 bilhon This
was ahead of target pnmarnly as a result of strong operational
performance, delayed genenc entry and less genenc erosion
across the US and Europe than assumed in our tangets

> Core pre-R8D operating mangin was 53 5%, near the top end
of the medium-term planning assumption range of 48% to 54%

> Core EPS increased by 5% at CER to $6 71 This was ahead
of target as a result of the above revenue performance and
strong operational execution

Overall strong financial performance Exceeded targets for revenue, Core EPS and cash flow

> Reinvestment rate was just below the medium-term planning
assumption range of 40% to 50% due to the better than expected
pre-R&D post-tax cash flows AstraZeneca continues to expsct
thes range to hold over the planning perod although anticipates
vanances within any particular year

> Net cash inflow before financing actmties of $8,340 milion reflects
the strong business performance

See Financial Review from page 78 for more information

A
(1= ™
Pipeline
Achieved major market approvals for Vimove and Brifique; made submissions for dapagliflozin and Zinfore, but
disappointments on other pipeline products
> Vimovo approved in the US and the EU, Bnigue approved in > Dapagdliflozin and vandetanib NDAs submitted in the US and the
the EU with Complete Response Letter recenved for Brimta EU, Zinforo and Axanum MAAs submitted in the EU, Recentin
In the US, Kombiglyze™ XR (Onglyza™/metformin combination) trials data did not support regulatory submissions, ne
approved in the US, additional indications approved for Crestor subrmussions planned for zibotentan
in the US and the EU and for Seroquel XR in the EU, decisions > Completed dea! with Rigel for the development of fostamatinib
made in Decermber to discontinue development of > Phase lll tnals started for fostamatinib and TC-5214
motavizumab and Certnad See Therapy Area Review from page 50 for more information
\_ .
-
Deliver the business
Global revenue was unchanged at $33 3 bilhon
> Strong double-digit sales growth for Crestor, Symbicort and > Achieved target of double-digit growth in Emerging Markets
Seroguel XR Annual Crestor and Seroque! sales exceeded with revenues over $5 1 biltion, a 16% ncrease over 2009
$5 bilion each
> Launches under way and planned for Bniinta/Bnlique, Vimovo fsrge Flnancgg ?e\new frorfn r?ggte 78 and Therapy Area Review
and Kombiglyzs™ XA m page 50 for more info 10N
J
'd )
Business shape
Achreved or exceeded targets
> Core gross margin of 81 2% slightly ahead of 80% target > Achieved $541 milion of procurement savings aganst a target
> Achieved planned improvement in Core SG&A costs with of $500 milion
2% reduction See Financial Review from page 78 for more information
> Achieved Core R&D efficiency savings with spend of $4 2 billon ' pag Grmol
. v,
r T
People and values
Improvement in senior leader commumications, but slight decline in employee engagement
Continued focus on application of Code of Conduct
> Employee engagement score as measured by our global > Maintained position in the DJS| World Index (ihe top 10% of
employee survey (FOCUS) reduced from 84% in 2009 to 83% the largest 2,500 companies) as sustainability leader, as well
n 2010 as listing on the DJSI STOXX European Index
> Improverment of 4% Jn seror leader communications measure > 11 confirmed breaches of external sales and marketing
In 2010 over 2009 as measured by FOCUS regulations or codes globally (2009 24)
See People section from page 36 and Responsible Business
L section from page 40 for more information
v,
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Research tells us that many patients
prescribed drugs do not take their
medicine as they should — whether the
right amount, at the right time or in the
right way. The paosition is worst for inhaled
medicines, which include some of our
asthma medicines. Research also tells us
that we can use packaging — which is
usually our only way of communicating
directly with patients — to improve
adherence to a medicine’s instructions.

The opportunity for AstraZeneca to use packaging design
to influence behaviour 1s being pursued through a range
of initiatives. These include customising packaging to
address patient needs better and making the pack part
of the treatment. At the same time we are simplifying
precesses where possible and aim to improve the
efficiency with which we use packaging materials by

20% by 2015.

One example of our work is the packaging for cur
children’'s asthma inhalers in Spain, which now features
an image of a kite — associated wiih fresh air and physical
actwity — to help children feel more positive about taking
their medicine.

Better packaging can help make our medicings mare
effective. That helps us and cur patents, and improves
treaiment outcomes.

“ What
will help me
take my
medicine?

Because health connects us all
For more information go to the Supply and
Manufacturing section from page 34.




Our Strategy and Performance

Life-cycle of a medicine

The discovery, development and
commercialisation of a medicine is a
complex process This ts a high level

overview of the process It is lllustrative 3
only It 1s not intended to, nor does 1, . 5
represent the Ife-cycle of any particular Phase | studies
Studies typically ;0 sma¥l groups .
medicine or of every medicine discovered of healthy human volunteers or, in Phase Il studies
and/or developed by AstraZeneca certain cases, patients, to understand | Studies in a larger group of patients
how the potential medicine 1s to gather information about
absorbed in the body, distnbuted gffectiveness and safety of the
around it and excreted, also determine medicine and evaluate the overall
an appropnate dosage and identify nsk/benefit profile
side effects Create appropnate branding for the new
Begin to develop manufactunng route medicine in preparation for its launch
to ensure the manufactunng process 1S
rabust and costs are minmised At any stage of the development
process the medicine may have been
May involve external climcians and acquired from a collaborating company
organisations in the design and running The collaborater may remain involved
of these studies in the future development and
commerciaisation of the medicing

Discovery phase >> Development phase >>

1 2 4

Find potential medicine Safety and initial Phase Il studies
{dentfy the unmet medical need and eﬁicacy Studies Studies in small groups of patients to
market opportunity, and undertake Undertake studses in the laboratory and evaluate effectiveness of the medicine
laboratory r h to fi hal

bcc’j oryhese?]r c ltob nd a potent; In arnimals to understand if the potential Bunng Phase I studies, design a Phase I
medicine that should be potent, medicine should be safe to iIntroduce programme to delver data required for
selective and absorbed into and well into humans and in what quantities
tolerated by the body regulatory approval and pncing and/or

Determine likely efficacy, side effect profile reimbursement throughoust the world

Bﬁggﬁ?&?iﬁ? 0::::;':’?63?;%': and maximum dose estimate in humans External advisory panels help define the
P po Regulatory authorties are nformed of attnbutes 1o test in studies to demonstrate
Collaborate with academia and external proposed trials which are then conducted whether the potential new medicine can be
clincians to access the best external within the framework of the regulations differentiated from the existing stendard
science and medical optinion treatrment of care
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6

Regulatory submission

Seek approval from regulatory authonties to
manufacture, market and sell the medicine

Submit package of cimcal data which demonstrates
the safety profite and efficacy of the medicine to the
regulatory authonties

Regutatory authonties decide whether to grant
marketing authonsaton based on the medicine's
safety profile, effectiveness and quality

Large numbers of national, regional and local payers
grant approval for the pneing and/or rermbursement
of the medicine

7

Launch new medicine

Raise awareness of patient benefit and
appropnate use

Market and sefl medicine, continuousty monitor,
record and analyse reported sida effects. review
need to updats the side effect wamings to ensure
that patients” wellbeing 1s mantaned

Clinicians begin 1o prescenbe medicine and
patients begin to benefit

Post launch: delivering to patients >»

9

Life-cycle management

Broaden understanding of the full potential
of the medicine

Work with external advisory groups and regulatory
authonties to consider potental additionat
diseases which might be treated by the medicine
or better ways of administenng the medicine

Submit data packages with requests for ine
extensions

Regulatory authonties review the data to assess
the nsk/benefit of using the medicine in the new
disease or population and issue a decision

8

10

Post-launch clinical
safety studies

Studies to further understand the
safety profile of the medicine in larger
populations

Conduct any requied or indicated
post-launch follow-up clinical tnals

Sponsors and regulatory authonties
monitor the safety of medicines post-
approval and update the prescnbing
information as necessary

AstraZeneca Annual Repon and Form 20-F Information 2010

Patent expiry

Typically, when patents protecting the
medicine expire, genenc versions of
the medicine may enter the market

Our Strategy and Performance Lie-cycle of a medicine 21

MIIAIDAD

H sseuisng

MBJAD

SJuUaWBe}S [BIDUEBUI asuewWIaA0Y ajer0dI0)

uoeULION] [RUCIIPPY



“ How can
| help manage
my asthma?

Approximately 300 million people worldwide suifer from
asthma. It is one of the most common chronic diseases
and iis prevalence is increasing every year, especially
among children. It is estimated that by 2025 there will
be an additional 100 million sufferers.

Although asthma cannot be cured, it can be treated
effectively. Research shows that with the right treatment
nearly all asthma patients can achieve and maintain good
asthma control, enabling them to live full and active lives.

QOur Symbicort medicine provides important improvement
in the health of many patients with asthma. Symbicort
pPMDI (pressurised metered-dose inhaler) is approved in
the US for ihe treatment of asthma in patients 12 years of
age and older.

Quitside the US, our Symbicort Turbuhaler maintenance
and reliever therapy (SMART) combines both regular
maintenance and as-needed reliever therapies. It is the
only asthma treatment regime to do so and allows
patients to control daily symptoms and reduce the severity
and number of asthma attacks using a single inhaler. it
gives asthma paiients what they want in daily symptom
control and also gives them what they need in the longer
term — improved asthma management.

Because health connects us all
For more information go 1o ihe Therapy Area Review
from page 50.




How will we deliver
our strategy?

We need the
following
resources, skills
and capabilities In
place to achieve our
long-term goals:




property nghts See page 26

An R&D function with
world-class productivity

focused on delivenng a range of innovative, differentrated and commercially attractive
medicines through collaboration, and underpinned by patent and intellectual

A sales and marketing activity
undertaken in the right way

and focused on our customers and therr patients’ needs See page 32

and need them See page 34

A reliable supply and
manufacturing operation

that ensures our customers and patients recewve therr medicines when they want

workforce

A diverse and talented

with the nght skills, In the nght place at the nght tme See page 36

1
2
3
4
S

A commitment to responsible
development of our business

which delivers value for our shareholders and for our other stakeholders

See page 40

Businass review

This section inciudes information that fuffills the raqurements of a business review under
the Companies Act 2006 The Owr Stsategy and Performance Corporate Governance
Developmeant Pipeling Sharanholder Infermation and Corporata tnformation sections from
pages 10 94 206 211 and 216 respectvely ara incorporated into this section

Detalls of the more significant risks to AstraZeneca are set out in the Principal risks and
uncerainiies secton from page 96

Mary of our products ara subject to litigation Detalled information about matarial legal
proceedings can ba found in Nota 25 to the Financial Stataments trom page 178

Refarances o prevalence ¢f (isease hava been darived trom a variety of sources and ara
nat intended to be indicatva of the Surrent markat or any poteniial macket i AstaZeneca
pharmaceutical products since among other things there may be no correlation betwaen
the prevalence of a disease and the number of ndividuals who g tréated for such a disease.

AstraZeneca Annual Report and Forn 20-F Information 2010

Thae Glossary and tha Market definitions table from page 217 ara intanded te prowda a
useful guide to terms and AstraZeneca s definitions of markats, as well as to acronyms
and abbreviations used in this saction

In this Annual Report and Form 20 F Information uniess the context otherwise requires
AstraZenaca the Group 'we ‘us and our refer 1o AstraZeneca PLC and its consohdated
entities and any reference to this Annual Report is a refgrenca 1o this Annual Report and
Form 20 F Information

Excapt as oiherwise stated references 10 days and/or months in thig Annual Repert are
references 10 days ancl/or months in 2010

Figures in parentheses in tabtes and in the Financial Statements ara used to represent
nagative numbers.

Delivening our strategy 25
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Delivering our strategy

Research and Development
Focused on delivering
innovative and valued

medicines

Focus on six areas of healthcare

92 projects in clinical development, including 9 in Phase Il
or under regulatory review 34 withdrawn dunng the year

$4.2bn

Core investment of $4 2 billion i our R&D organisation

we are creating an environment that
allows our scientists to dnve mnovation and
collaborate successfully with internal and
external partners to bring forward valued
new medicines”

Martin Mackay
President, Global R&D

26 Delivening our strategy Raesearch and Development

We are committed tc using the best science
and technology to invent and acquire, produce
and distnbute innovative medicines that make a
meaningful difference 1o people’s health around
the world This commitment s matched by our
recognition that a substantial improvement in
R&D productivity is needed if we are to be
certain of secunng targeted levels of retum

on our investment

We are transforrming our single R&D orgarusation to meet this
challenge By appointing new world-class leaders and confirming
the best intemal people n leadership positions, we are creating

an environment that allows our scientists to dnve innovaton and
cellaborate successfully with internal and external partners to bnng
torward valued new medicines Our sirategy for change compnses
the following elements

> pnontising our resources In those areas where we believe we
can be most successful through a focused disease area strategy
> ensunng sharehelders’ funds are invested wisely, using an
effective and flexible R&D operating model
> bulding the capabilities we need to ensure delivery of our strategy
> ensunng we access the best new opportunities, regardiess of
ther ongn

Disease area focus

We are pnontising our resources and focusing our intemal discovery
activihes on those diseases within our existing therapy areas
where we believe there 1s the greatest potential This process of
prnorisation 1s designed to ensure that, as we look ahead, the
projects we have in our pipehne constitute the programmes which
we believe are most kkely to delver techrical and commercral
success The Disease areas table opposite ndicates where we
will be focusing our actmties within our therapy areas It also
indicates those areas that we consider to be less attractve and
where we will be decreasing our discovery Investment or exating
an area altogether

While we will be exsting in-house discovery research in some
cisease areas, we will continue to look at new therapeutic areas via
externalisation, ensunng that we optimise our own assets and look
at in-hcensing or acquinng opporiunities where we believe there 1s
further value

AstraZeneca Annual Report and Form 20-F Information 2010




Disease areas

o
- N\ N ) 5
High attractiveness Medium attractivoness Low attractiveness 3
\. 2\ A J g
g ~N ™ N Y
Cardiovascular/ > Diabetes ‘gucose > Obesity > Reflux
Gastromntestinal plus’ metabolism > Atherosclerctic cardiovascular disease > Thrombosis
> Haemephila/bleeding disorders
> Diabetes comphcations (including nephropathy)
> Atnal fibrillation conversion/mantenance
\, J \. J . J
's N N N )
Oncology > Breast cancer » Hepatocelular cancer > Chvarian cancer
> Lung cancer > Gastnc cancer > Bladder cancer
> Prostate cancer
> Haematological cancers W
> Colorectal cancer J c
\ J \ J \ v o,
- N\ N N Y g
Respiratory & > Systemic Lupus > Rheumatoid arthnbis (biologres) > Systemic scleraderma @
Inflammation Erythematosus (SLE) > Severe asthma 2
{biclogics) > Chronic obstructive pulmanary disease (COPD) o
<
z
\ J\ 7\ . =
' N\ N N ™
Neuroscience > Alzheimer's disease > Noceptive pain > Schizophrenia/bipolar
modification > Cognition > Deprassion
> Neuropathic pain > Anxiety
\ J L AN A J
- NN 7 ™~ '
Infection > Resstant bactenal > Respratory syncytial wrus (RSV) treatment vacome > Other vacones
infections > Influenza > Hepatitis C
\, A s\ 4\ J

We have also reviewed the projects we are working on within this
narrower portfolio Our aim has been to ensure we put our effort
behind those projects we beleve are most likely to be successful
Our measure 1s not the number of candidate medicines, it 1s the
number of de-nsked, value adding, proof of concept medicines,
that 1s where there Is evidence that gives us a high degree of
confidence of success Qur focus is on identifying and resourcing
key projects that have the potential to debver a differentiated,
commercially attractive medicine to patients in the first wave for
any gven mechanism

Our pipeline includes 92' projects n the clinical phase of development
As shown in the Development projects chart overleaf, we now have
a total of 34 projects in Phase |, 32 projects in Phase Il, 9 projects
In late stage development, either in Phase Il or under regulatory
review, and we are running 17 significart Iife-cycle management
projects Dunng 2010, across the clinical portiolio, 24 projects have
successfully progressed to ther next phase {including 14 projects
entering first human testing), 34 projects have been withdrawn
Further details are set out in the Therapy Area Review from page 50
and in the Development Pipeline table from page 208

Operating model

As demonstrated by the Lfe-cycle of a medicine overview on
page 20, our R&D actvities span the entire lfe-cycle of a medicine
To help our focus on quality and rembursable medicines, we have
created a new organisational structure which brings together drug
discoverers and developers to focus and collaborate in specific
disease areas The operating model we have adopted 18 shown
on page 29 and compnses the following key elements

! Includes seven llo-cycla management projects re-introduced trom BRIC-MT and Japan

AstraZeneca Annual Report and Form 20-F information 2010

iMeds We have formed nine iInnovative medicing units, or iIMeds,
which focus on partcular disease areas and work across discovery
and early development

> Small molecule iMeds
> Oncology
> Infection
> Respiratory & Inflammation

> Allgned small molecule and biclogics iIMeds
> Cardiovascular and Gastrointestinal
> Neuroscience

> Biologics IMeds
= Oncology
> Infecton
> Resprratory & Inflammation

> A ninth, New Opportunities IMed, will focus on identifying
opportunities i disease areas outside, or complementary to, our
current research areas This will be done by seeking to acquire
commercially viable late stage assets as well as by generating
addibonal value from existing internal assets through altemative
uses of such assets in disease areas of high unmet medical need

All IMeds are responsible for sourcing innovation from both inside
and outside AstraZeneca and are accountable for delvenng
de-nsked, differentiated proof of concept potential medicines to
Global Medicines Developrment that target the nght area and show
a medical beneilt for patients

Delivening our strategy Research and Development 27
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Delivering our strategy

Development projects

200 )G T
:2009 C G n Y

2008 (> )G e
207 (& )G G G )
Gl G G O G ) D

Chnical
8 Phase! M Phasell B Phasell B Line Extensions

Global Medicines Development (GMD) Later stage
development 1S undertaken by GMD !t provides a single, global
platform dedicated to conducting tnals for small molecules and
mologics of the highest quality It 1s accountable for delivenng the
regulatory packages in support of new medicine launches that are
commercially attractve and reirmbursable

Operation and governance A kay strength of our new R&D
organisation 1 that it facilitates a more entrepreneunal chmate,
increases the transparency of nsk and dnves stronger inks between
earty discovery activities and Phase |l studies Ths 1s complemented
by ngorous oversight of Phase Ila/lb studies to the launch of a

new medicine and beyond The Portfolio Investmant Board (PIB}
evaluates projects to help ensure AstraZeneca is developing the
kind of medicines that will make a difference for patients and retum
shareholder value The PIB provides the necessary focus for our
R&D investment and provides appropnate oversight of investment
opportunities across disease areas and modalities 1t 1s also
charged with delivenng a pipeline of products capable of generating
attractive returns on invested capital Further information about

the PIB can be found in the Corporate Governance Report section
from page 109

Investing in capabihties

The success of our R&D transformation rests in part on bulding
industry leading capabilities to bnng more valued and rembursable
medicines to market In 2010, we announced an investment of more
than $200 million over five years to develop the tools and people

to help us reshape R&D performance This investment supports
scientific collaborations, development of exssting staff, recrutment
of new talent and provision of new infrastructure, Inctuding informatics
platforms We are making steady progress across all these areas

Payer considerations Our R&D and Commercial organisations
are working together to deliver the best global reimbursernent
dosser for our medicines Within GMD, we are building a Payer
Ewvidence Group that supports both Commercial and R&D In 2010,
as part of our strategy to be an industry leader in demonstrating the

28 Delivening our strategy Research and Developrment

value of medicines to payers, AstraZeneca signed a collaboration
agreement with HeatthCore, which mantamns the largest commercially
Insured poputaton data environment in the US The collaboration
enables us to significantly upscale our 'real world’ studies of the

key health outcomes that are increasingly important to payers
Additionally, through our membership in the European Healthcare
Leadership Network, we are working with payers and other external
stakeholders to define early on the basis for demonstrating value
An AstraZeneca diabetes drug in Phase | 1s the focus of one of the
first pilots

Personalised healthcare |dentfying patients most likely to
benefit from our medicines 1s the goal of the newly formed
Personalised Healthcare and Biomarker function This group
supports ntemal biomarker development and has established wtal
strategic allances with external diagnostic companies to support
our drug projects We now have 25% of our clinical development
portfolo progressing personalised heaithcare strategies

Predictive science We are integrating modeling and simulation
intc marny different aspects of R&D Examples include safety
screening models that enable rapid assessment of common
tosacities and in siico modelling of human expesure which has
guided the design of antibodies with differentiated properties and
subsequently informed thewr clinical development

New therapeutic modalities In 2010, we continued to make
significant nvestments in new biclogics technologies to generate
novel and highly differentiated biclogic therapeutics For example,
In neurology, we have engineered a human proteasa to effectvely
degrade beta amyloid, which holds great potential for treating
Alzheimer's disease We have also entered into external
collaborations to develop new approaches in the areas of small
interfenng nbonucleic acids (sIRNAs) and regenerative medicine

AstraZeneca Anrwal Report and Form 20-F Information 2010




R&D operating model

Discovery and eary
development

Late-stage
development

Y
Y

s r X . X ™N N
Internal Innovative Medicines Units - Global Market
and Biologics led medicines
external development
opportunities L )

(" . . . N
Innovative Medicines Units -
Small molecules led
> Small molecules focused
Alhgned biologi nd small mol |
> ign iologics and small molecules JL J

Portfolio Investment Board
{charred by the CEQ)

Strategic
governance

Operational
governance

Separate committees for small
molecules and biologics

Portfolio Investment Board
decision

Product Review Board

Chnical tnal design and interpretation To ensure these
capabilities are firmly integrated into our drug development
pregrammes and that we realise the benefits of clear clinical
decisions, we have also invested to improve the quality of our
design capability for clinical tnals

Culture We are progressing an integrated programme to drive
culiural change throughout the R&D orgarisation A significant first
step was the appointment of new leadership teams, together with
an evolution of our business systems to facilitate a move towards
a more innovative, collaborative and creative culture

External focus

We intend to Increase our externalisation efforts to access the
best, most cutting-edge science, whatever its ongin, with a target
of 40% of our pipeline sourced from outside our iaboratones by
2014 By brnging together the best minds to address medrcal
problems, we aim to facilitate ground-breaking discovenes,
either within our organisation or through a public or private
partnership focused on the problem As part of this approach,
we are Involved In the innovative Medicines Inhiative (IMIy which
bnngs together the European pharmaceutical ndustry and the
Eurcpean Commmussion with the aim of improving the toals,
technologies, methodotogies and knewledge management to
bnng new medicines to market Over the next 10 years, IM!
participants have pledged a total of $2 7 billion, half from the
prvate sector and half from the publc sector

AstraZeneca Annual Report and Form 20-F Informaton 2010

We are also committed to making cur compounds avallable to
organsations pursuing new therapies In a coltaboration with the
UK's Medical Research Counci, we are sharing access to our
compound libranes to aid the search for potential new treatments
for senous diseases

In all our collaborations, we recogrise that ‘one size does not fit

all' We seek to partner and collaborate in novel ways that maximise
not only the collective scientific knowledge of all participants, but
also the umgue knowledge that each partner bnngs to the process,
including in Emenging Markets It i this approach that undemins
our exclusve worlcwide icence agreement with Rigel for the

global development and commeraialisation of fostamatinib
fformenrty known as R788), Rigef's late-stage investigational product
for rheumatoid arthntis, and our collaboration with Dainippon
Sumitomo fer a potential asthma treatment

Our resources

At the end of 2010, we had a global R&D crgarusation with
approximately 15,700 people (12,400 full tme equivalent employees}
at 14 prncipal centres In eight courtnes

As communicated last year, our plans for transforming R&D include
anumber of site changes which will result in a simplified site
footpnnt with a clear role for each faclity These changes will affect
approxirmately 3,500 employees, with a net reduction of 1,800
positions In the UK, we have exited R&D actmiies in Avion, KuDOS
and Arrow Therapeutics, and we will exit all R&D activities in our
Charnwood sita dunng 2011 In North Amenca, we have exited all

Delivening our strategy Research and Development 29
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Delivering our strategy

pharmaceutical developrnem activities from Newark, Delaware,

and all drug discovery actvities at Wilmington, Delaware In January
2011, we signed an agreement to sell our site n Lund, Sweden,

and we are on track to ext this site dunng 2011

A number of our remaining sites will grow to accommodate actvities
from the sites we are closing These sies include cur man small
molecule facities in the UK (Alderey Park and Macclesfield),
Sweden (Molndal) and the US (Waltham, Massachusetts) Other
sites that have a focus on research are In Sweden {Sodertalje),
Canada (Montreal, Quebec) and France (Reims) We have a

clinical development facility in Osaka, Japan Our prncipal sites

for biclogics and vaccines are in the US (Garthersburg, Maryland
and Mountain View, Calfomia) and the UK (Cambndge)

As part of our strategic expansion in important Emerging Markets,
we own research capabiities in Asia Pacific which mclude our
‘Innovation Centre China' research facility in Shanghar and our
research facility in Bangalors, India

In 2010, there was Core investment of $4 2 billon in our R&D
organisation (2009 $4 3 biflon, 2008 $5 bifion) In addition,
$1,017 millon was spent on acquinng product nghts (such as
In-icensing) (2009 $764 million, 2008 $2,743 million) and we
invested around $284 milion on the implementation of the R&D
strategy and enhancing capabiliies in the US A further $283 milion
was approved dunng the year to further the support for the

R&D strategy by faciitating the consolidation of resources at

key locations and developing [T platforms

R&D ethics

We recogrise our responsibility to ensure that we underpin our
continued drve for R&D excellence with sound ethical prachice
worldwide We want to be recognised for our high qualty science
and for the impact we can make on senous diseases We also want
to continue to be trusted This means setting and Imng up to high
standards of ethical practice across all aspects of our research
actmity worldwide

You can read more about our standards of ethical practice and

2010 performance in the Responsible Business section from
page 40
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Intellectual
Property

Protecting ownership of
our inventions

“The principal economic safeguard in our
Industry 1s a well-functioning patent system
that recognises our effort and rewards our
Innovation with appropnate protection”

Jeff Pott
General Counsel

The discovery and development of a new
medicine requires a significant investment of
resources by research-based pharmaceutical
companies over a period of 10 or more years
For this to be a viable Investment, the resuits
- new medicines - must be safeguarded from
being copied with a reasonable amount of
certainty for a reasonable penod of time

The pnncipal economic safeguard in our ndustry 1s a well-
functioning patent systern that recogruses our effort and
rewards our Innovation with appropnate protection, allowing
tme to generate the revernue we need to reinvest n new
pharmmaceutical innovation We have confidence in our inventions
and commit significant resources both to establishing and
defending the patent and related intellectual property protections
for these inventions

Patent process

Apphcations for patent protection are filed on our Inventions

to safeguard the large subsequent nvestment required to get
potential new drugs approved for marketing Further innovation
means that we may seek additonal patent protection as we
develop a product and its uses We apply for patents via patent
offices around the world In some countnes, our competitors
can challenge our patents in the patent offices, and, in all
countnes, competitors can challenge our patents in the courts
We can face challenges early n the patent application process
and throughout the iife of the patent These challenges can be to
the validity of a patent and/or to the effective scope of a patent
and are based on ever-evolving legal precedents There can be
no guarantee of success for ether party in patent proceedings
For information about thurd party challenges to the patents
protecting our products, see Note 25 to the Financial Statements
from page 178
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Patent expirtes for cur key marketed products

US revenue {3m)
Key marksted products # US Parent expwy 2010 2009 2008
Naxium 2015 2,695 2 835 3,101
Crastor 2016 2,640 2,100 1678
Toprol XL/Seloken Expired 689 984 295
Atacand 2012 216 263 262
Symbicort 2014 [combination) 2023 (formutation), 2026 (MDD device) 721 488 255
Pulmicort/Puimicort Respules 20192 {Respules) 2018 (Turbuhaler formulation), 305 804 982
2018 {Turbuhaler device)
Anmidex Expired 494 878 754
Zodadex Expwred 46 54 72
Saroquel IR 2012 3,107 3,074 2 895
Saroquel XA 2017 (formulation) 640 342 120
Synagis 2015 {composition), 2023 (formulation) 6468 782 923
Priosec/Losec Expired 47 64 171
Meamam/Meronem Expired 127 177 207
Casodax Expired 16 148 292
Ravenue [Smy

Key markated products # EU Patent expiry Canadian Patent expry Japanese Patent expiry 2010 2009 2008
Naxum 2014 2014 2014 1,422 1,385 1387
Crestor 2007 2012 2017 2,201 1782 1,410
Toprol-XL/Seloken Expred Expued Expred 169 181 220
Atacand 2010 to 2014 depending 2011 2014 837 808 836

on country
Syrnbicort 2018 (formulzticn) 2012 {combination) 2017 [cembination) 1,621 1,459 1,420

2019 (Turbuhaler device) 2018 fformulation) 2018 {forrmulation)

2019 {Turbuhaler device) 2019 (Turbuhaler devics)

Pulmicort/ 2018 (Respules) 2018 {Respules) 2018 (Respules) 353 347 364
Puimicort Respudes 2018 (Turbuhaler forrutation) 2018 {Turbuhaler 2018 {Turbuhaler formutation)

2022 (pMD) dewice) forrmaauon) 2022 {(pMDI device)
Anmidex 2011 2012 2012 843 875 830
Zoladex Expred Expired Expired 718 744 775
Seroquel IR 2012 Expired 2012 705 792 1,009
Seroquel XR 2017 (formulation) 2017 ormulation) N/A 401 am 90
Synagrs 2015 [composition) 2015 {composition) 2015 {composition) 382 300 307
Prilosec/Losec Exprred Expired Exprred 660 641 619
MarremvMaronem Expred Expired Exprred 377 409 387
Casodax Expued Expred Expired 457 588 838

Patents are or may be chaflsnged by third partles and ganerics may ba launched atnsk Sae the Principal risks and ungertainties section from page 88 Many of our products are subject to

challenges by third parties Detais of material challenges by thed parties can be found in Note 25 to the Financizl Staterments from paga 178
* Agdibonal patents relating 10 the Stated products may have terms extencding béyond the quoted dates.
' Licence agreements with Teva and Ranbaxy Pharmaceuticals Inc. allow each to launch a generic varsion in the US from May 2014 sublject to reguiatory approval
2 Alicence agreement with Teva permits their ongoing US sale of a generic versson from December 2009

1 Aggregata revenua for the 1) Canada and Japan.

The genenc industry 15 ncreasingly challenging mnovators'
patents at earlier stages and almost all leading pharmaceutical
products in the US have faced or are facing patent challenges
from genenc manufacturers The research-based pharmaceutical
industry s also expenencing increased challenges elsewhere

In the world, for example in Europe, Canada, Asia and Latin
Amenca Further nformation about the nsks relating to patent
Itigation and early loss and expiry of patents s contamed n

the Pnnoipal risks and uncertanties section from page 96

Data exclusivity

Regulatory Data Protection (RDP or ‘data exclusmaty) 1s an
important intellectual property nght which anses in respect of
data which is required to be submitted to regulatory authoritres
In order to obtain marketing approvals for our medicines
Significant mvestment 1s required to generate such data {for
example, through conducting global clinical tnals), and the use
of this propnetary data is protected from use by third parties
(such as genenc manufacturers) for a number of years in a
mited number of countnes The penod of such protection

and the extent to which the nght 1s respected differs significantly
between these countnes We believe in enforcing our nghts to

RDP and consider it an important protection for our invenbons,
particularty as patent nghts are increasingly being challenged

Compulsory hcensing

Compulsory icensing (the overrubing of patent nghts to allow
patented medicines to be manufactured and sold by other
parties) 1s Increasingly being included n the access to medicines
debate We recognise the nght of developing countnes to use
the flexibilities in the World Trade QOrganization's TRIPS (Trade-
Related Aspects of Intellectual Property Rights) Agreement
(including the Doha amendment) in certan circumstances,

such as a public health emergency We believe that this should
apply onty when all other ways of meeting the emergency needs
have been considered and where healthcare frameworks and
safeguards are In place o ensure that the medicines reach
those who need them

Patent exptries

The tables above sat out certain patent expiry dates and sales
for our key marketed products The expiry dates relate to the
basic substance patent relevant to that product unless indicated
otherwise The expiry dates shown include any Patent Term
Extension and Paediatnc Exclusmty penods

)
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Delivering our strategy

Sales and Marketing
Reinforcing our leading
positions and investing
INn new regions

100

Active in over 100 countres

100

Portfolio of more than 100 genenc products being licensed across
30 Emerging Markets for marketing under the AstraZeneca brand

$5bn

Annual Crestor and Seroquel sales exceeded $5 bilkon each

*All our work I1s underpinned by a strong set

of global standards which build on our Code
of Conduct and our planned new Global Policy
on External Interactions”

Tony Zook
Executive Vice-President, Global Commercial Operations

32 Delivening our strategy Sales and Marketing

Our global marketing and sales operations
organisation 1s active in over 100 countnes
As well as bullding on our leading positions

in the US and Gther Established Markets,
such as Canada, Japan and Westem Europe,
we continue to Increase our strength through
strategic investment in Emerging Markets,
where GDP growth and changing disease
demographics present significant opportunities
See the Market definitions table on page 217
for more information on AstraZeneca’s
market definitions

We work to ensure success in Indvidual markets by having highty
accountable local leaders who understand therr markets and have
a strong focus on profitable business growth They are supported
by a single global Commercial orgarusation that develops global
product strategies, leverages best practice and drives synergies

It also ensures a strong customer focus and commercial direction
In the management of our pipeline and marketed products All our
work 15 underpinned by a strong set of globat standards which buld
on our Code of Conduct and our planned new Global Pglicy on
External Interactions For more information on this Policy, see the
Sales and markeung ethics section on page 43

Dnving commercial success

Delivenng commercial success requires us to be able to maximise
the value of our portfolio across the whole ife-cycle of a medicine,
from earty in a product's R&D phase to maximsing the earmings
from our more mature medicines

Al an early stage in the medicine discovery process we define what
we beleve the profile of a medicine needs 1o be, In order to work
most effectively In combating a particular disease These disease
target product profiles are based on the insights we gain through
our relationships with healthcare professionals, patents and others
for whorm the medicine must add value, including regulators and
payers They help shape our therapy area and marketing strategies
More informabion on payer considerations can be found in the
lnvesting In capabiities section from page 28
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Activities in 2010 focused on ensunng continued commercial
excelience through growing the market share of ouwr key products
that retain market exclusivity, such as Crestor, Seroquel XR and
Symbicort In addition, we must ensure that we successfully
commercialise recently launched medicines, such as Onglyza™
and Vimovo, or prepare for the launch of the next wave of
medicines, such as Briique/Brinta At the same time we do not
lose sight of the need to optimise the value of our mature medicines
and dnve their growth in new markets For exampie, in 2010 we
signed an agreement with Danchi Sankyo for the co-promotion and
supply in Japan of Nexium, wiuch 1s already approved in more than
120 countnes Under this agreement, we will develop and manufacture
the product, Danchi Sankyo will be responsible for its distnbution
and both parties will promote it after it «s approved for use

Global strategies tailored to meet local needs

All our markets have an important role to play in delrvenng our
commercial strategy They are the base from which we drive
growth and achieve business performance, while both ensunng that
costs rernain under control and our capabiliies are strengthened
Nevertheless, we need to priontise our investment in markets to
ensure we allocate resources in the most cost-effective way We
did so In 2010 according to cntena such as market size and growth,
nsk profile, our current postion N a market and its commercial
relevance This allows us to identify those markets of major
significance to us, those that will become important drivers of

our business in the future and those Established Markets where
we need to change our approach to deliver sustained success

We are supporting our work in these markets with investment in
the capabilities necessary to deliver our business objectves

Emerging markets

It has been estimated that emerging markets will contnbute around
70% of pharmaceuticat industry growth in the next five years, and
branded genencs represent approximately 50% by value in them
We are continuing our programme of investment in large emerging
markets such as China, Mexico, Brazil and Russia as well as high
growth, medium-sized and smaller markets

To maximise our oppertunities, we are launching a range of
branded genencised medicines This range will compnse a
comptementary portfolio of differentiated products that will be
promoted alongside our patented onginal medicines in markets
where we already have a developed commercial nfrastructure,
existing relationships with healthcare professionals and a strong
reputation In 2010, we continued the programme of launches

we began in India n 2009 and launched a generc anti-infective
medicine in a number of markets In addition, we have entified a
portfolio of more than 100 genenc products which we are currently
kcensing across 30 Emerging Markets for marketing under the
AstraZeneca brand To help us icense these dossiers and source
the molecules, we are werking with a number of companies in
India who work to our ngorous quality and process standards
This Includes an agreement with Torrent to supply us with a portfolo
of genenc medicines for which Tormrent already has licences In
arange of countries Internally, we have created a dedicated
cross-functional team to support our branded genencs business

Pricing our medicines

Continued innovation 1s required to address unmet medical need
Qur challenge 1s to deliver innovations that brng benefits for patents
and society at a leve! of investment and nternal productmty that

18 approprate, given that the external environment 1s placing
significant downward pressure on drug pncing

Our global pncing policy provides the framework for oplimising
the profitability of all our products in a sustainable way % balances
many different {actors, including ensunng approprate patient
access When setting the pnce of a medicine, we take nto
consideration its full value to patients, to those who pay for

AstraZeneca Annual Report and Form 20-F Information 2010

healthcare and to society In general Qur pneing also takes account
of the fact that, as a publicly owned company, we have a duty to
ensure that we continue to deliver an appropnate return on
nvestment to our shareholders

Meeting the needs of payers 1s an increasingly important
requirement for us in order to develop products that meet those
needs, we are focusing even more on understanding the pnonties
and requirements of both payers and heatthcare providers Bullding
on this information we can then demonstrate to our customers how
our products offer value and support cost-effective healthcare
delvery Qur medicines play an important role in treating medical
needs and in doing so they bnng economic as well as therapeutic
benefits Effective treatments can help to lower healthcare costs by
reducing the need for morae expenswe care, such as hospital stays
or surgery, or through preventing patents from developing more
senous or debilitating diseases that are costly to treat They also
contnbute to ncreased productivity by reducing or preventing the
incidence of diseases that keep people away from work

We continually review our range of medicines (both those on the
market and in the pipeline) to identify areas where they may meet

a particularty cnitical healthcare need but where for a number of
reasons patient access may be challenging Such cnitical healthcare
needs may be either where our medicines treat diseases that are
(or are becorming) prevalent in developing countries, or where they
are potentally a leading or unique therapy addressing an unmet
medical need and offenng significant patient benefit in treating a
senous or life-threatening condition In such cases, where appropnate,
we aim to prowide patent access to these medicines through
expanded patient access programmes Examptles of such
programmes exist worldwide W also support the concept of
differential pncing in this context, provided that safeguards are in place
to ensure that differentially pnced products are not diverted from
patents who need them to be sold and used in more affuent markets

An effective sales force

We sell our medicines 1in mere than 100 countries around the

world Most of our sales are made through wholly-owned local
marksting companies Elsewhere, we sell through distnbutors or
local representative offices Our products are marketed prmanly

to doctors (both pnmary care and specialst) as well as to other
healthcare professionals Marketing efforts are also directed
towards explaining the economic as well as the therapeutic benefits
of our products to governments and others who pay for healthcare

Face-to-face contact is the traditional marketing method and
our efforts are focused on making this channel as effective and
efficient as possible with the use of telephone sales teams and
dedicated customer service staff Increasingly, our sales force 1s
beng complemented by our use of the intemet In the US, where
it 1s an approved and normal practice, we also use direct-to-
consumer advertising campaigns for some products

Our rapid growth in Emerging Markets 1s dmang demand for
central commercial support, particularly in respect of sales force
effectveness Core sales and marketing training programmes have
been adapted for, and deployed in, local environments The main
focus of these programmes 1 to embed core commercial skills and
to strengthen sales managers’ coaching and planning skills

Sales and marketing ethics

The pharmaceutical sector is subject 1o Increased oversight by
regulators, competition and other authonles As we dnive the
growth of our business and reshape our geographc footprint,

we remain committed to the responsible delivery of commercial
success You can read more about our standards of ethical practice
and 2010 performance in the Responsible Business section

from page 40
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Delivering our strategy

Supply and Manufacturing
Maximising efficiency for
the reliable provision of high
quality medicines

23 manufactunng sites in 16 countnes

23 ingpections from 13 different regulatory authonties

$333m

Capital expenditure on supply and manufactuning faciities totalled
approximately $333 milion

“Key to our continued business success Is our
ability to provide our custormers with a reliable
supply of high quality medicines worldwide,
when they want them, and to do so in the most
cost-effective way”

David Smith
Executve Vice-President, Global Operations and
Information Services

34 Delivering our strategy Supply and Manufactunng

Our strategy 1s to balance in-hcuse manufactunng
in efficient plants with external manufacturing
capabilities, particularly in relaticn to the early
stages of our production process As discussed
In the Sales and Marketing section above, we
also see opportunities to use outsourced
production in our branded genencs business
This balance 1s designed to give us product
integnty and quality assurance while affording
us cost efficiency and volume flexibility

Continuous improvement

We seek to maximise the efficiency of our supply chain through

a culture of continuous Improvement We focus on what adds

value for our customers and patients, and what eliminates waste
Thus programme has delivered significant benefits in recent years,
including reduced manufacturing lead tmes and lower stock levels,
both of which improve our ability to respond to customer needs and
reduce inventory costs Changes have also been achieved without
compromising customer service and quahty

We have been applying Lean busmess improvement tools and
ways of working to improve the efficency of our manufactunng
plants for a number of years, and are now applying them to the
wholg of our supply chain In 2010, we rainforced our commitment
to creating a Lean supply and manufacturnng organisation with a
global campaign to recruit more Lean experts into our manufacturing
sites and supply chain functions This has included the creation of
a new global centre of excellence compnsing Lean experts from

a bread range of Industnal backgrounds to provide support and
co-crdination 1o the accelerated development of our Lean supply
system This enables us to learn from other mdustries how to
operate our supply chans at a much higher performance level
than s generally found in the pharmaceutical sector

The inauguration of a new regional packing centre i Wu,

China 1n 2010 was a key milestone We operate this centre to

our global standards and apply a broad range of Lean techrigues
and prnciples We bebeve it will irnprove our competitiveness in
Asian markets

Product quality

We are committed to delivenng product quality that underpins both
the safety and efficacy of our medicines We have a comprehensive
quality management system in place designed to assure the quality
of our products and regulatory comphance
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“ What is being

done to make
sure my medicines
are genuine?

Because health connects us all
For more infermation on our work te prevent and
delect counterfeiting, go to our website,
astrazeneca.comresponsibility.

Manufactunng facilities and processes for medicines must observe
ngorous standards of quality and are subject to inspectons by
regulatory authonties to ensure compliance with prescnbed
standards Authonties have the power to require changes and
improvements to facilites and processes, to halt production and
Impose condiions that must be satisfied before production can
resume Regulatory standards are not harmonised globally and do
change over time

We hosted 23 inspections from 13 different regulatory authonties

in 2010 All observations from such Inspections are reviewed along
with the outcormes of our own intemal inspections and Improvement
actons are put in place as required to ensure ongoing compliance
with expectations If required, we take action to improve quality

and enhance compliance across the crganisation The knowledge
obianed from the inspections 1s shared across the Group

We continue to be actively involved in providing input into new
product manufactuning regulations, both at national and
intemational levels, through our membership of Industry
associations pnmanly n the EU, the US and Japan

Qur resources

Capital expenditure on Supply and Manufactuning faciibes totalled
approximately $333 milon in 2010 {2009 $360 milion, 2008
$369 million) As part of our overall nsk management, we carefuly
consider the timing of investment to ensure that secure supply
chains are in place for our products We have a programme in place
to provide appropriate supply capabilties for our new products

At the end of 2010, approxmately 9,300 people at 23 sites in

16 countnes were workang on the manufactunng and supply of

our products Approximately 8,350 people work in formulation and
packaging and 350 people work in active pharmaceutical ngredient
(APl supply Our prncipal small molecule manufactunng facities
are n the UK {Avion and Macclesfield), Sweden {(Snackwiken and
Gartuna, Sddertajg), the US (Newark, Delaware and Westborough,
Massachusetts), France (Rems), Japan {(Mahara), Australia {North
Ryde), China (Wux), Puerto Rico (Canovanas), Germany (Wedel,
Mexico (Lomas Verdes), Brazl (Cotia), and Argentina (Buenos Aires)

AstraZeneca Annual Report and Form 20 F Information 2010

The WHO estimates that between 1% and 30% (rising

to 50% on the internel) of medicinas sold werldwide are
counterfeit. Every year, thousands of patients are seriousty
harmed or killed as a result of taking these products rather
than the real thing. Counterfeiting is particularly prevalent
in the developing wortd and with medicines bought online.

To comizat the problem we have a comprehensive product
secunty strategy which includes:

> partnering with others o strengthen enforcement
and raise awareness

> securing preducts through pack features and enhanced
integrity of the supply chain

> combating ilegal operations through proactive investigation
of suspicious activity and reported incidents.

In 2010, a life-threatening counterfeiting operation was
thwarted following an investigation in Colombia. Twenty four
members of a cnminal gang were arrested in May on charges
relating to making and selling a counterfeit of our antibiotic,
Meronam. Suspicions first came to light in 2007 when we
receved reports from employees about suspect Mercnem
bearing the same batch number. A painstaking investigation
was carried out, including the use of undercover technigues
o galher evidence. By early 2010, we were able to hand
over enough evidence for the Colombian police 1o conduct
a series of raids.

Dunng 2010, we also opened a small packagng plant in indonesia
We operate sites for the manufacture of APIs in the UK and
Sweden, comptemented by the efficient use of external sourcing
Our pnncipal tablet and capsule formulation sites are In the UK,
Sweden, Puerto Rico and the US, and we also have major
formulation sites for the global supply of parenteral and/or inhalabon
products in Sweden, France and the UK

Some 800 permanent and an addtionat 250 seasonal people are
employed at our four pnncipal biologics commercial manufactunng
faciities in the US (Fredenck, Maryland and Philadelphia,
Pennsylvania), the UK {Speke), and the Netherlands {(Nimegen)
with capabilities in process development, manufactunng and
distnbution of biologics, iIncluding worldwide supply of MAbs

and influenza vaccines Our biologics production capabiltes are
scalable, which enables efficient management of our combined
small molecule and biologics prpelne

Managing sourcing nsk

Gven our announced intention to outsource all APl manufactunng,
we place particular importance on our global procurement policies
and integrated nsk management processes which aim to ensure
the uninterrupted supply of sufficiently igh quality raw matenals
These and other key supplies are purchased from a range of
supplers We focus on a range of nsks to global supply, such as
disasters that remove supply capability or the unavaillability of key
raw matenals, and work to ensure that these nsks are effectively
mitigated Contingency plans include the appropnate use of dual
or multiple suppliers and mantaning appropnate stock levels
Although the pnce of raw matenals may fluctuate from tme to time,
our global purchasing policies seek to avold such fluctuations
becoming matenal to our business

We also take intoc account reputational nsk associated with our use
of supplers and are committed to working only with supplers that
embrace standards of ethical behaviour that are consistent with our
own For more information, see the Responsible Business saction
from page 40

Delvenng our strategy Supply and Manutactunng 35
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Delivering our strategy

People

Nurturing a diverse and
talented workforce

61,000

61,000 empiloyees worldwide

Employees by geographical area

(%)
| UK
W Sweden
B Rest of Europe
B North Amenca

8 Latn Amenca
B Afnca, Asia and Australasia

“Qur people strategy i1s built around the
key prionties we believe to be critical to
delivering our business objectives These
include developing a high performance
culture, strengthening our talent pipeline
and bulding capabilities”

Lynn Tetrault
Executve Vice-President, Human Resources
and Corporate Affars

36 Delivening our strategy People

With approximately 61,000 people in over

100 countrnies worldwide, we value the talents,
skills and capabilities that a global workforce
brings to our business Our people strategy
defines our approach to managing our
workforce and supports the delivery of our
business strategy Our people strategy 1s built
around four key pnortties which we believe

are cntical to delivenng our business objectives
developing our performance culture, developing
our talent pipelineg, INncreasing our leadership
and management capability, and simplifying
our organisational design We use a range

of metncs to track progress aganst these
priorities, which are reported quarterly to

our human resources (HR} leadership team

Developing our performance culture

A key prionty of our people strategy 1s the continued developrment
of a performance culture across the organisation By strengthening
our focus on setting high quality objectves aligned to our business
strategy, we wili ensure that periormance at all leve!s of the
organisation delivers value The Board is responsible for setting
our high-level strategic objectives and monitonng performance
against them (see the Operation of the Board section from page
109) Managers across AstraZeneca are accountable for working
with therr teams to develep indvidual and team performance
targets, and for ensunng that our people understand how they
contnbute to overall business objectives

We will continue to empower our leaders to drive performance, to
hold our managers accountable for understanding and delivenng
against the standards required, and provide the tools necessary
1o reward outstanding contnbutions

Our focus on optimising performance 1s reinforced by performance-
related bonus and incentive plans AstraZeneca also encourages
employee share ownership by offenng the opportunity to participate
in vanous employee share plans, some of which are descnbed

in the Directors’ Remuneration Report from page 119 and also

in Note 24 to the Financial Statements from page 173
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Developing our people

We encourage and support our people in achieving their full
potential by prowiding a range of learming and developrment (L&D)
programmes which are designed to bulld the capabilities and
encourage the behaviours needed to delver our business strategy

We are implementing a global approach, suppaorted by the creation
of our global talent and devetlopment organisation, to ensure that
high standards of L&D practice are applied across the organisation
We contirue to develop and deploy instructor-led and online
development resources, which we am to make avalable to

all employees to increase access to learming and te support
self-development

We recognise the importance of good leadership and its critical
role in shimulating high levels of performance and engagement
Our leadership development framewaorks are focused on the
cora capabilites which we believe are essential for strong and
effective leadership These capabilities are defined for each tevet
in the organisation and apply to all employees The development
of a pipelne of future global leaders 1s a high prionty and we work
to identrfy indmaduals with the potential for more senior and complex
roles These talent pools provide succession candidates for a
range of cntrcal leadership roles across AstraZeneca We regard
these indwviduals as key assets to the organisation and we
proactively support them to reach ther potential through, for
example, global talent development programmes and targeted
development oppertunities

We complement our leadership capabilities with a set of manager
accountabilities which define what we expect from our managers
Building ine manager capability 1s supported by a surte of global
learming programmes which address people management, change
management and other cntical capabilities

The significant shift in the footpnnt of our global workforce has
placed a high pnonty on acquinng and retaining key talent Our
strategic workforce planning (SWP) framework enables the
business to develop the workforce required to deliver our strategy
by ensuring that the nght skills are In the nght place at the nght
tme to successiully deliver our business objectives SWP generally
takes a longer-term wview of five to seven years and helps us dentify
and develop the necessary HR solutions to attract, retan, develop
and deploy our workforce

We remain cormmutted to making full use of the talents and resource
of all our pecple We have policies in place to avoid discnmination,
including on the greunds of disability Our policies cover recruitment
and selection, performance management, career development and
promotion, transfer and training {ncluding re-training, f needed, for
people who have become disabled} and reward

Diversity and inclusion

Qur global workforce provides a diversity of skills, capabilities and
creatmty and we value the benefits that such diversity can bring

to our business We am to foster a culture of respect and famess
where indnvdual success depends solely on abilty, behawviour,

work performance and demonstrated potential As we reshape

our organisation and geographic footpnnt, our continuing challenge
1s to ensure that diversity In its broadest sense 1s reflected in our
waorkforce and leadership, and integrated into our business and
people strategies

AstraZeneca Annual Report and Form 20-F Information 2010

Fifty one percent of our globa!l workforce are women and twenty
five percent of senior managers reporting to the SET are women
As part of developing a global diversity and inclusion strategy, we
have rdentified the need to lock more closely at the advancement
of wornen within AstraZeneca Working with an external expert,

we completed an extensive research project invohving employees
across a wide range of countnes to understand what 1s preventing
a greater number of women from reaching more senior levels in the
business Findings were shared with the Board and the SET, which
resulted n the formation of a global steenng group chaired by our
CEQ and made up of senior leaders from across the business

The steenng group 1s focused on dnving change 1n three key
areas that emerged as themes from the research ‘Leadership

& Management Capability’, “Transparency m Talent Management
& Career Progression’ and ‘Work Life Challenges’ This work

will continue to inform the development of our diversity and
incluston strategy

Engagement and dialogue

We use a vanety of global leadership communications channels

to engage our people In our business strategy In addition,

local leaders and managers hold regular mestings with their
teams We also use the intranet, wideo conferencing and Yammer
(a social media tool) to encourags dialogue We added a feedback
mecharusm to our annual global employee survey {FOCUS} in 2010
and receved over 22,000 comments on a vanety of topics, which
are now inforrming our 2011 engagement plans

We measure levels of engagement, the effectveness of our
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commuricatons and other areas cntical to the performance of 9
our business through our annual FOCUS survey The results are 3
communicated to all employees Eighty eight percent of our e
people parucipated n our 2010 survey, reflecting their continued =
confidence in this feedback mechanism  Although our employes ®
engagement score declned by one percentage point from 2009, g’
leadership category scores improved by five percentage points and g
the leadership commumnication score improved by four percentage 3
points The survey also identified the key areas for attention in 2011, g
including work/life balance, change management and further 3
improvement in leadership communications
FOCUS engagement scores
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Delivering our strategy

Simplifying our organisational design

We constantly look for ways to increase the efficiency and
effectiveness of our organisaiion As outlined in the Research

and Development and Sales and Marketing sections from pages 26
and 32 respectively, n 2010 we have improved accountability and
decision making through the creation of single global Commercial
and R&D functions, each led by a single accountable leader

in addiion to these structural changes, the composition of

our global workforce has changed significantly in recent years
Our strategre focus on business growth in Emerging Markets
and an increased biologics capability has meant the workforce
in these areas has grown substantally (as shown in the Sales
and Marketing workforce composition figure below) This increase
has been accompanied by headcount reductions through
restructunng in R&D, operations, support functions and our sales
and marketing workforce in Establisned Markets The net effect
of these changes since 2007 has been to reduce our total
headcount from 67,400 to 61,000

Cur business change actmty in 2010 and over the next three to
four years will predominantly be associated with the implementation
of cur R&D and Commercial strategies The changes are designed
to make sure that we are bulding cntical capabiliies, drving
efficiencies and aligning resources to business opportunities

As announced in the first half of 2010, these programmes are
planned to impact 10,400 posrtions by 2014, with a reduction

of 2,600 positions in 2010

We work 1o ensure a level of giobal consistency in managing
employee relations, while aliowing enough flexibility to support the
local markets in bulding good relations with their workforces, taking
into account local laws and circumstances  To that end, relations
with trade unions are nationally determined and managed locally
in Iine with the applicable legal framework and standards of good
practce However, each change programme has its unique
challenges and a standard solution may not always be appropriate
Where this 1s the case, the appropnate solution s developed
through consultation with employee representatives or, where
applicable, frade unmons, with the am of retaining key skills and
mitigating job losses

Following a period of consultation, we made a number of changes
to the UK defined benefit pension scheme in 2010 These changes
resulted in some localised ndustnal acton

Sales and Marketing workforce composition
B Emerging Markets IR Established Markets

{2010 46% ) ___54%)
(2002 16%] T 84%)
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“ Who is
protecting
me from new
infections?

Seventy years ago, the discovery of
aniibiotics revolutionised the treatment of
bacterial infections and saved millicns of
lives. But the growing problem of bacterial
resistance threatens to put global nealth at
serious risk. Finding new antibictics that
will be effective against bacterial resistance
is not impossible, but it is challenging. It is
also an area that has not been a primary
focus for the pharmaceutical industry in
recent years. AstraZeneca is one of a few
key players that has continued to invest in
antibiotic research and in 2010 we made a
regulatory submission in the EU for a new
antibictic, Zinfora, that will provide new
treatment options for Gram-positive
infections such as those due to MRSA.

Anather clear example of the chalienge 15 provided by
uberculosis. TB claims 5.000 lives every day and mult-drug
rasistant TB affects half a nullion people annually, To
accelerate development of new reatments. a collabhoration
led by the Bill and Melinda Gates Foundaton. the TB Alliance.
and the Critical Path Institute has brought AstraZeneca,
including our dedicated TB facilily in Bangalore, India.
togather with other pharmaceutical companies, government
agencies. donors. advocales. academics and NGOs.

MNo single organsation can win the bactena! baitle. We

need a vibrant pipeline of new classes of antbioucs. Working
together creatively i partnership with others we telieve

we ¢an make a greater contribution to that goal.

Because health connects us all
For more information go to the Therapy Area Review
from page 50.




Delivering our strategy

Responsible Business
Committed to delivering
value responsibly

11

11 confirmed breaches of external sales and marketing regulations
or codes globatly

8%

Ranked in the top 8% i the sector in the Dow Jones Sustanability
Warld and European Indexes

1,950

Cornpleted over 1,950 Responsible Procurement assessments,
accounting for around 75% of our third party spend

Michele Hooper Dame Nancy Rothwell

Senior ndependent Non-Executive Director with
Non-Executive Drirector and responsibility for overseeing
Charman of the Audt Committee  Responsible Business

“We believe that to be successful In delivering our
strategic pnonties, a strong focus on responstble
business Is essential It's fundamental to our
reputation, Stakeholders need to be confident
that we apply sustainability considerations and
high ethical standards across all cur actities,
whether in-house or outscurced, in both
Established and Emerging Markets Being
welcomed as a trusted pariner as we reshape
our geographic footprint and increase our
externalisation 1s cntical to our success ”

40 Delivening our strategy Responsible Business

In this section we descnbe how we are working
to delver business success responsibly,
mcluding summary information about our
commitment and performance N some key
areas Further nformation about these areas
and others I1s avallable on our website,
astrazeneca com/responsibility

Introduction

At AstraZeneca, we are dedicated to the research, development,
manufacture and marketing of medicines that make a difference In
healthcare For us, this is at the core of our responsibility to our
stakeholders and to socisty Successful pharmaceutical innovahon,
delvered responsibly, bnngs benedfits for patients, creates value for
shareholders and contnbutes to the economic development of the
communities we serve

As descnbed In the Our marketplace section from page 10,
AstraZeneca operates in a dynamic environment that presents both
opportunities and challenges To make sure we are well posittoned
to manage these, our business strategy 1s dnving significant
changes across our organisation Previous sections have outlined
how we are transforming R&D, expanding our footpnnt In Emerging
Markets, boosting our efforts to source innovation from outside
AstraZeneca and increasingty working in partnerships that broaden
the base for success in improving heatthcare At the same time,

we continue to dnve efficiency and effectiveness across the
organisation, Including increased outsourcing to a diverse range

of strategic suppliers

Our work 1o implement these changes Is underpinned by our
continued commitment to the sustanable development of our
business which delivers value for our stakeholders and for us

To that end, our responsible business objectives must be closaly
aligned to, and support delvery of, our business strategy In the ight
of our accelerated strategy, the nsights ganed from dialogue with
our stakeholders and our internal nisk assessment, we reviewed and
reshaped our Corporate Responsibiity (CR) Plan dunng 2010 Qur
new Responsible Business Plan combines our CR and compliance
agenda and puts at the top those areas most impacted by the
changes to our business and which are therefore key enablers of
our strategy
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This means a specific focus on

> R&D ethics - underpinrung our dnive for nnovation with sound
ethical practice worldwide

> Sales and marketing practices — driving consistently high ethical
standards to promote our medicines responsibly worldwide

> Human nghts — making sure that we continue to develop and
dnive a consistent approach across all our activibies

> Access to healthcare — explonng ways of Increasing access
to healthcare for underserved patient populations

> Suppliers - working only with organisations who embrace
ethical standards that are consistent with our own

As well as managing specific responsible business challenges
associated with the changes to our strategy, we will be mantaning
focus on other aspects of our responsibility

> Patent safety

> Environment

> Employee safety, heatth and wellbeng
> Commuruty nvestrment

Our new Responsible Business Plan, which will include associated
objectives, targets and KPIs, maps our agenda and sets our
direction for the next five years We am to launch it in the first
quarter of 2011 and publish it on our website, astrazeneca com

at the time Because this 1s a dynamic and evolving area, we will
continue to engage with our stakeholders and work within the
business to understand how we can further improve our
performance

Accountabilities and responsibilities

The Board I1s responsible for our Responsible Bustness framework
and Non-Executive Director, Dame Nancy Rothwell, oversees
Implementation and reporting to the Board Michele Hooper chairs
the Audit Committee which oversees the work of the Global
Compliance function

The SET and senior managers throughout the Group are
accountable for responsible business management within therr
areas, based on the global framework but taking into account
national, functional and site 1ssues and pnonties bine managers
are accountable for ensunng that their teams understand the
requirements and that people are clear about what 1s expected
of them as they work to achieve AstraZeneca's business goals
Individually, everyone in AstraZeneca has a responsibilty to
integrate responstble business considerations into their day-to-day
decision making, actions and hehaviours

QOur dedicated Global Carporate Responsibility Team works
together with the SET areas and the Global Compliance function
across the business to ensure that responsible business nsks and
opportunities are identified and managed appropnately, in ine with
our strategic business objectives

External engagement and benchmarking

Stakeholder engagement is cntical to keeping In touch with the
demands of sustainable development It was particularty important
N 2010 as we worked to develop our new Responsible Business
Plan and, alongside our ongoing stakeholder dialogues, we held a
number of mutt-stakeholder events For example, we hosted two
roundtable discussions in Londen and Stockholm 1o gain a better
understanding of what our stakeholders beheve to be mportant
responsibiity considerations as our business moves into emerging
markets Participants included sccially responsible investors (SRis),
medical researchers, acadernics, politicians and regulators We also
arranged an event specifically for key SRl contacts The agenda
reflected areas of interest expressed by the SRI community and

so focused on R8D strategy, emerging market strategy and
responsible procurement The insights we gained from these

AstraZeneca Annual Report and Form 20-F information 2010

events, and other single-ssue engagement dunng the year,
significantty influenced the shape of our new Plan We will continue
to engage with our stakeholders on the further development of the
Plan to ensure that we are staying In close touch with the changing
expectations of a responsible business

We also use the insights we gain from external surveys to develop
our approach in kne with best practice on a global basis A member
of the Bow Jones Sustanability Index since 2001, we continue to
be ranked ameng the sustanability leaders in the pharmaceutical
sector In the 2010 Index, we increased indmdual scores for nine
out of 23 cntena {compared to 14 out of 24 cniena in 2009) Including
impreved marks for mnovation management and stakeholder
engagement We lost ground in some areas including corporate
govemance, marketing practices and environmental policy To
better understand these lower scores, we have commissioned an
in-depth external benchmark survey and the analysis will be used
to nform our improvernent planning The survey 1S expected to
report in the first quarter of 2011

External assurance

Bureau Ventas has provided external assurance on responsible
business related information within this Annual Report and of the
detaled content of the Responsibility section of our website Bureau
Ventas has found the information provided within thus Annual Report
to be accurate and rehable (based on the evidence provided and
subject to the scope, objectves and imtations defined in the full
assurance statement} The full assurance statement which contains
detaled scope, methodclegy, overall opinion and recommendations
can be found on our website, astrazeneca com, web page content
assured by Bureau Ventas 1s marked at the bottom of each page

Bureau Ventas Is an independent professional services company
that specialises in quality, heatth, safety, social and ermvironmental
management with a long history of providing independert assurance
services, and had an annual tumover in 2009 of €2 6 billon

R&D ethics

We are determined to make sure that the strategic changes

we are making within R&D are underpinned by our ongoing
commitment to delivenng mnovation responsibly Compliance with
relevant laws and regulations i1s a mmimum basaline and underpins
our own global principles and standards, as outlned in our global
Bioethics Policy

Clinical tnals

Chmcal tnals are the means by which we stugdy the effects of a
potential new medicine m humans We conduct clincal tnals at
muttiple sites in several different countnes A broad gecgraphic
span helps us to ensure that those taking part in our studies
reflect the diversity of patients around the world for whom the
new medicine 15 intended  This approach also helps to identify the
types of people for whom the treatment may be most beneficial

Our global governance process for determining where we place
clnical tnals provides the framework for ensunng a consistent
approach worldwide We take several factors into account, including
the avallabiity of expenenced and independent ethics committees
and a robust regulatory regime, as well as sufficient numbers of
trained healthcare professionals and patents wiling to partcipate
natnal

Before a tnal begns, we work to make sure that those taking part
understand the nature and purpose of the research and that proper
procedures for gaming informed consent are followed {including
managing any spectal circumstances, such as different levels of
Iteracy) We also have precedures in place to ensure that the
pnvacy of participants” health information 1s protected

One of our core responsibilities to those taking part in our trals is to
make sure that we protect them from any unnecessary nsks

Delivering our strategy Responsible Business 41
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Delivering our strategy

Patients in global AstraZeneca small molecule stuches
by geographical area in 2010

B Europe 27%

B US/Canada 22%

B Asia Pactfic 13%

B Central/Eastern Eurcpe 18%
B Japan 8%

B South Afnca 1%

B Latin Amenca 10%

B Other 1%

Patients in global AstraZeneca biologics studies
by geographical area in 2010

B Europe 1%

B US/Canada 88%

B Asia Pacific 1%

B Central/Eastern Europe 4%
B Japan 1%

B South Afnca 1%

B Latin Amenca 3%

B Other 1%

Throughout the research process, we contnuously review and
make judgements on whether the potential benefits of a new
medicine continue to cutweigh the nsk of side effects Aswell as
comphance with all relevant laws, we have stnct internal procedures
for managing safety 1ssues dunng chnical tnals and ensunng we act
n the best interests of participants

All our clinical studies are conceptually designed and finally
interpreted in-house but some of them are run for us by external
contract research organsations (CROs) In 2010, around 47% of
patents in our small molecule studies and around 87% of patients in
our biologics studies were monitored by CROs on our behalf We
contractually require CROs to work to our global standards

We publish information about the registration and results of all our
clirucal tnals, whether favourable or unfavourable to AstraZeneca,
on a range of public webstes including our own dedicated site,
astrazenecaclinicattnals com By the end of 2010, we had registered
over 1,250 tnals and published the results of more than 800

Animal research

Animal studies continue to play a vital role in the search for new
medicines They provide essential information, not avallable through
other methods, about the effects of a potential new therapy on
disease and the body Regulatory authonties around the world also
require safety data from pre-clinical testing in anmals before a new
medicine can be tested in humans

As we work to improve our R&D productiaty, we remain committed
to minimising our use of animals without compromising the quabty
of the research data All research using animals 1s carefully
considered and justified, not only to confirm the scientific need for a
study, but also to maks sure that it has been designed so that the
minmum number of animals is used and that they are exposed to
as little pain and distress as possible

42 Delivering our strategy Rasponsible Business

Wherever possible, we use non-arumat methods, such as computer
modeling, that elminate the need to use animals earty In drug
development or reduce the number required We also work to refine
our existing methods This reptacement, reduction and refinement
of animal studies 1s known as 'the 3Rs' and to support our drve for
continuous Improvement, we work both within AstraZeneca and the
wider scientific comemunity to share 3Rs knowledge and learming

The number of animals we use will continue to vary because it
depends on a number of factors, including the amount of pre-
chnical research we are doing, the complexty of the diseases under
investigation and the regulatory requirements We believe that,
withou! our active commitment 1o the 3Rs, cur animal use would

be much greater In 2010, we used approximatety 408,000 arimals
in-house (2009 393,000) In addition, approximately 21,000 animals
were used by external CROs on cur behalf (2008 17,000)

The welfare of the anirmals we use continues to be a top pnonty

and our slandards apply worldwide In additon to mandatory
inspections by government authonties, wea have a formal
programme of regular auchts of our internal ammal research facies
conducted by our own qualified staff To make sure that they
continue to support our drve for consistently igh standards of
animal care worldwide, we updated our standards dunng 2010 to
increase clanty about their scope and associated accountabiliies
and responsibilibes

External CROs that conduct animal studies on our behalf are
required to comply with our global standards and we undertake a
regular nsk-based programme of audits to ensure our expectations
are being met

We support the introduction of new legislation across EU member
states, which has created consistent standards regarding the use of
laboratory anmals We actively contnbuted to discussions to ensure
that the new EU Directive 2010/63/EU on animals used for scientific
purposes, which became law in November, stnkes a balance
between improving animal welfare and mamtaining the ability to
conduct R&D in Europe that brings benefit for patents

Stem cell research

We believe that stem cell research may offer new cpportunities to
develop innovative and safer medicines Qur commitment to high
ethical standards in this area of research 1s reflected in our Bioethics
Policy which demands compliance with all extemal regulabons and
with our own codes of practice

Some research in this field uses stem cells from human embryos
(human embryonic stem cells (hESC)) created dunng in vitro
fertitsation procedures but which become surplus to requirements
We are particularly interested 1n the potential of stem cells to
differentiate into normal human cells, such as cardiac myocytes
(heart muscle cells) or hepatocytes (iver cells) If achieved, these
could be used to improve predictien of the safety, metabolism

and efficacy of emerging candidate drugs at an earlier stage in the
process and would help us to overcome the current limitations that
a restncted supply of human tissue presents Sigrificant scientific
progress has been made in the development of such stem cell
based research models, with some promising results However,
more work 15 needed to understand the full potential of this type of
research We do not have all the necessary skills and technologies
in-house, and s¢ are working with external partners who have
expertise and an ethical commitment consistent with our wn
These include Stem Cells for Safer Medicines, a UK public-pnvate
partnership, and Cellartis AB, a biotech company
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Induced plunpotent stem cells (PSC), which can be obtained safely
from adult volunteers and do not involve embrycs at all, may provide
a scientfically viable alternative to hESC We are in the process

of establishing a dedicated IPSC department to facilitate the
application of iIPSC as a tool to denve more native-like human

cells in witro ' We also plan further collaborations in this field

Separately, we are explonng the potential to treat disease by
modulation of stem cells within target organs which 1s an exciting
new area often referred to as regenerative medicine We are
embarking on several external partnerships to combine the best
Ideas and latest innovation in academic research with our abiity

to search for new drugs We are looking for the potential of smail
molecules or biclogics to modulate stemn cells in patients’ tissues to
repayr or improve the function of diseased tissue Qur collaborations
with the Institute of Ophthalmology at University College London,
anncunced in September and Evotec AG/Develogen AG
announced in December, represent important investments in
regenerative medicine, which focus on explonng regenerative
therapies for diabetic retinopathy and diabetes respectively

Sales and marketing ethics

Drving consistently high standards of sales and marketing practice
worldwide remans a top pnonty This is particutarty important

{and at times challenging, given the diversity of business cultures
around the werld) as we continue cur strategic drive to grow

our business by expanding our presence in Emerging Markets
Alongside our work to ensure high standards are applied across
our new geographies, we remain committed to continuous
Improvement in our Established Markets

Compliance with all relevant external sales and marketing codes
and regulahons, and with our own policies, Is mandatory and
monitored by line managers focally, who are supported by
dedicated comphance professionals We also have a nominated
signatory network that works to ensure that our promotional
matenals meet all applicable requirements

Informatton concerming instances of potential non-compliance 1s
collected through our compliance incident management processes
and reviewed by senior management in local and/or regional
compliance committees As appropriate, senous breaches are
reviewed by the Board and the Audit Commuttee More information
about our compliance and nsk assurance processes s contaned in
the Managing nsk section from page 95 We take all breaches very
senously and act to prevent repeat cccurrences

Dunng 2010, we reviewed our existing sales and marketing
pohcies and standards, further strengthened the requirements
and consolidated the rangs to form a single new Global Pohcy
on External Interactions We am to launch the new Policy m the
first quarter of 2011, followed by traning of alt relevant staff to
reinforce our commitment to consistent ethical interactions with
stakeholders worldwide

in 2010, we identified a total of 11 confirmed breaches of external
sales and marketing regulations or codes globally (2009 24, 2008 15)

It shoutd be noted that cases where regulatory authonties approach
AstraZeneca with concerns or quenes about sales and marketing
matenals or actmbies (for example, in the course of ther routine
review responsibilities) are not included in our KPl number However,
we follow up these incidents with appropnate actions so that all
relevant learming is taken iNtg account in our future actvties
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Global KPI: Breaches of external sales and marketing codes
and regulations ruled by external bodies
3 year performance

2010 11
{2009 24}
(2008 15)

1 Inchudes setf-reporing actvity globaly which resuted in a breach being ruled

Disciplinary actions Breaches of Code of Conduct by
Commercial employees 2010

Number of employees
Acticn taken 2010 2009
Remaoved from role 17 i7]
Formal warning 740 687
Guidance and coaching 768 418
Total 1,625 1,202

! 2010 data reflects smproved data captuce mechanisms that will be used gong forward to report
breaches by Commarcial empioyees year on year

? 2009 data shows braaches of Code of Conduct by & employees and |s includad for
comparatve purposes only

While our KP! prowdes a benchmark against which to measure our
performance year-on-year (see above), the varying national and
regulatory defintions of what constitutes an external breach will
continue to create a challenge for us in interpreting the data at a
global level In additron, a single confirmed breach can invoive more
than ane employee faling to mest the standards required and as
descnbed earlier there may be falures to meet standards which are
not ‘confirmed” and so will not affect the KPI

Dunng 2010, we looked at additional ways of reporting our
performance which would support increased transparency about
our practices We are now reporting the global number of
Commercial employees involved in disciplinary actions dunng the
year, including the number of associated dismissals (see above}
This nformation provides the broader context of our intemal
govarnance and the number of actions taken in relation to breaches
of external or internal sales and marketing codes It also reinforces
for our employees and other stakeholders how senously we take
breaches of our policies

US Corporate Integnty Agreement reporting

In Apnl 2010, AstraZeneca signed an agreerment with the US
Department of Justice to settle an investigation relating to the sales
and marketing of Seroquel iR Tha requirements of the associated
Corporate Integnty Agreement between AstraZeneca and the
Office of the Inspector General of the US Department of Health and
Human Services {O!G) include a number of active monitonng and
self-reporting obhgations that differ from self-reporting required

by authonties in the rest of the world To meet these obligations,
AstraZeneca provides notices to the OIG descrbing the outcomes
of particular investigations potentially relating to wiclations of certain
laws, as well as a separate annuat report to the OIG summansing
monitonng and investigahion ocutcomes relevant to Corporate
Integnty Agreement requirernents

Human rights

Human nghts remain at the core of our commitment to responsitle
business As we reshape our organisaton, grow our business and
ncrease our outsourcing, we are working to make sure that we
continue to dnve and share best practice across all our actvties
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Delivering our strategy

In January 2010, AstraZeneca signed up to the United Nations
Global Compact (UNGC), a strategic public-pnivate initiative for
organisations committed to social and envronmentat sustainatility
This means that we have committed to uphold 10 internationally
recognised principles in the areas of human nghts, labour
standards, ervironmental sustainabiiity and anti-comuption These
are not new principles for AstraZeneca (as descriped in our Code
of Conduct and global polcies) but joining the UNGC reinforces
how senously we take our commitment to them | also gives us the
framework for further developing our comanitment in the areas of
human nghts and labour standards

In recent years, we have been participating in a project led by

the Danish Institute for Human Rights (DIHR), working with the
pharmaceutical Industry to develop a human nghts assessment tool
for pharmaceutical companies, based on the DIHR's existing Human
Rights Compltance Assessment Tool The first pharmaceutical
industry version of the tool was launched in Novernber

Qur participation in the project helped to improve our understanding
of the specific human nghts mplications for our industry and dunng
2010 we focused on further understanding how the human nghts
and labour-related UNGC pnnciples apply to our actvities

As part of this, we conducted a human nghts self-assessment pilot
study In our marketing company In South Afnca The study focused
on employment practices, R&D, products and marketing, and the
community The outcomes were positive overall due principally, we
believe, to the extensive external regulation goveming these 1ssues
in South Afnca However, the assessment usefully highiighted areas
of AstraZeneca’s global governance which required improvement,
ncluding increased alignment with the international Labour
Orgarwzahion (ILO) core conventrons, which has also been raised
dunng our stakeholder engagement We subseqguently conducted a
human nghts based review of our Code of Conduct and our global
policies, focusing in particular on labour standards and dversity
We will be using the outcomes and recommendations on how to
further strengthen gur govermnance in these areas to inform the
further development of cur Code of Conduct and global policies

We also used the DIHR assessment tool to conduct a labour
review In 11 of our marketing companies, including some countras
where national labour standards are not consistent with global
best practice The review focused on ILC core areas (freedom of
association and collective barganing, forced and bonded labour,
child labour, discnmination, and working time and wages) The
results showed that our practices are in the main consistent around
the world, based on our requirement that our global standards

are applied when external national standards do not mest
AstraZeneca’s maumum standards However, we identified the
need for more consistency N some areas, for example, working
bme and some aspects of diversity

We have developed a global approach and framework for
progressing our human nghts agenda, including defined
accountabiliies and responsibilihes and an action plan to ensure
that human nights continue to be appropnately integrated into our
strategies, policies and processes We plan to begin a phased
roll-out across AstraZeneca in the first half of 2011

Access to healthcare

We continue to review our approach to improving access to
healthcare in underserved communities In a sustanable way

The review includes engaging with external stakeholders and
working within the business to understand the challenges and the
opportunities  The assessments assoctated with the 2010 Access
to Medicines Index are also informing our thinking We anticipate
publication of the outcome of this review in the first half of 2011

on our website, astrazeneca com/responsibiity
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For further information about pncing our medicines and our
intellectual property protection, see the Pncing our medicines
section on page 33 and the Intellectual Property section from
page 30

Working wrth suppliers

We cantinue 10 work to make sure that our purchasing 1s directed
only to those organisations which embrace ethical standards
consistent with our own This s partcularty important given the
strategic changes to our geographic footpnnt and our increased
outsourcing actvity to support improved efficiency and
effectrveness across the organisation

Our Global Responsible Procurement Standard defines the process
for ntegrating our ettucal standards into our procurement activity
and decision malang worldwide The process 1s based on an
escalating set of nsk-based due diigence actmties, applied n a
pragmatic way The same initial assessment process is used for all
supplers and more detailed, specific assessments are then made
as required, proportionate to the level of nsk a supplier presents
The Standard includes detaled expectations of suppliers which
suppliers sign up to as part of the contracting process We will work
with suppliers to help them improve ther standards, rather than
autormatically excluding them from our supply chan but we will not
use supphers who are unable or unwilling to meet our expectations
N a timely way

implementing our approach across the many thousands of
supphers we work with around the world will take time We started
with our largest suppliers, whose contracts with AstraZeneca
are managed centrally by our Procurement team In 2009, we
completed Respensible Procurement assessments of over 800
supphers accounting for around 65% of our third party spend
In 2010, we extended the programme to other companies In
our supply chan, including smaller supphers and those whose
contracts are managed locally Since the programme began,
we have completed over 1,950 assessments which account for
around 75% of our third party spend The ongoing programme
wilt continue throughout 2011 and beyond

In late 2010, we Introduced a requirement that our key suppliers
prowvide iIndependent audit venfication that therr ethical standards
are being applied in practice Together with our suppliers, we

are partnerng with expenenced third party prowders in this

work and using an assessment programme that reflects best
practice from other industry sectors, as well as the prnciples

of the Pharmaceutical Supply Chan Intiatrve (2 group of major
pharmaceutical companies warking to support supplers in
operating In ine with industry expectatons} We are in the early
stages of engaging with suppliers on the mtroduction of this
requirement and it will take time to embed the practice However,
wa believe that this move significantly strengthens the framework
for working together with our suppliers to dnve continuous
improverment

We continued our Integrated Supplier Evaluation Protocol audit
programme dunng the year and have now supplemented this
with the introgduction of focused Responsible Procurement
assessments In 2010, the programme covered 48 audits at
42 different suppliers (2009 51 audits at 45 suppliers)

Patient safety

The safety of the patients who take our medicines will always be

a fundamenta! consideration for us All drugs have potentral side
effects and we am to minimise the nsks and maximise the benefits
of each of ocur medicines, beginning with the discovery of a potential
new medicine and continuing throughout its development, launch
and marketing
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After launch, we continually monitor the use of all our medicines

to ensure that we become aware of any side effects not identified
dunng the development process This is known as pharmacoviglance
and 15 core 1o our ongomg responsibility to patients We have
cormprehensive and ngorous pharmacowviglance systems in

place for detecting and rapidly evaluating such effects, including
mechanisms for highlighting those that require immediate attention
We also work to ensure that accurate, well-informed and up-to-date
information conceming the safety profile of our drugs 1s prowided to
regulators, doctors, other healthcare professionals and, where
appropnate, patents

We have an expenenced, in-house team of climical patient safety
professionals working around the world who are dedicated to the
task of ensunng that we meet our commutment to patient safety

At a global level, every medicine in development and on the market
15 allocated a Global Safety Physician and a tearn of patient safety
scientists In each of our markets we also have dedicated safety
managers with responsibility for patient safety at a local level

Our two Chief Medical Officers {one for our small molecule products
and one for biologics) have overall accountability for the benefit/nsk
profites of the products we have In development and those on the
market They provide medical oversight and ensure that appropnate
nsk assessment processes are n place to enable nformed
decisions to be made about safety as quickly as possible

We use an external provider, Tata Consultancy Services (TCS), to
manage the data entry process for ndmdual case safety reports
relating to AstraZeneca products As experts in therr field, TCS 1s
dnving improvements In the efficency and consistency of data entry
across AstraZeneca and using TCS for this work means our patient
safety teamns can focus prmanly on case pnontisation, the medical
aspects of patient safety and continuing to improve our safety
science TCS is contractually required to comply with our patient
safaety standards and is closely monitored through audits aganst
detarled quality and compliance performance indicators

Environment

Managing our environmental impact continues to be a core
commitment for AstraZeneca We have made good progress in recent
years and have met the majonty of the 2010 cbjectives and targets
that we set ourselves n 2005 We miet our targets for waste and
overall greenhouse gas footpnnt However, aganst a targeted 12%
reduction N emiissions, excluding those from our respiratory therapes,
we achieved a 9% reduction We know that there will aways be more
to do to make sure that we effectively balance the changing pnonties
of our business with the needs of the extemnal environment

Dunng 2010, we launched a new Safety, Health and Emaronment
(SHE) strategy and associated objectives that set the direction for
this key aspect of our responsibility over the next 10 years New
targets have been adopted to focus our efforts to 2015 and set us
on track to meet our 2020 strategic ambitions

Product stewardship

We aim to integrate environmental considerations into a medicing’s
complete ife-cycle - from discovery and development, through
manufactunng, marketing, use and, ulimately, disposal

Wa conduct environmental nsk assessments for all our new and
many of our established medicines n accordance with applicable
regulations Going beyond the regutatory requirements, we have
also reviewed the environmental risk assessments for many of
our older established products and, where appropnate, have
undertaken voluntary testing to refine the assessments We make
environmental nsk data for our existing products publicly avalable
wia tha Swedish Doctors Presenbing Gurde website (fass se),
using the voluntary disclosure system introduced by LIF, the
research-based pharmaceutical iIndustry association in Sweden
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Our Ervirenmental Risk Managernent Plans, introduced in 2008,
now accompany new medicines along the path to launch These
plans enabls all avalable environmental data to be taken into
account at key decision points dunng drug discovery and
development, and to provide early waming of medicines that
coutd pose a potential nsk to the emaronment We are also
starting to develop plans for ‘ecopharmacowgiance’ that will
help us to wientify and manage any potential environmental nsks
assccated with our medicings after they have been launched

Inthe design of manufacturing processes, we are applying green
chemistry prnciples that enable potential environmental 1ssues to
be identified and designed out at an early stage Packaging ts
another area where we continue to make improvements that reduce
the potential mpact on the envirenment, without compromising
patent safsty We are also working with national and local
authoniies o encourage appropnate disposal of unused medicines

Underpinning all of this actmity Is our ongoing research into the
effects of pharmaceuticals in the environment (PIE} While improving
all the time, understanding of the potential for long-term effects In
the environment, for example to aquatic Iife, requires further
research Thisis a prnenty for our scientists at our Environmental
Laboratory in Bnxham, UK, who are at the forefront of this field of
sclence, working both iIndependently and In collaboration with other
companies, leading acadermics and regulatory bodies to advance
PlE-related research

Environmental sustainability
We am to minimise our ervironmentathmpact by reducing the carbon
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Delivering our strategy

We continue to dnve reduction of our CC: emissions by, among
other things, improving our energy efficiency and pursuing
lower-carbon alternatives to fossil fuels For example, recogrising
the significant global warmmg emissions from road traval by our
sales fleets, we worked with our fleet management and leasing
suppliers to introduce fleet reporting to track the CO; emissions
of new and existing vehicles We are also introducing CO; caps
on new car purchases n our major markets

Qur carban footpnnt 1s also affected by some of our respiratory
therapies, specifically our pressunsed metered-doss inhalers that
rely on propellants such as hydrofluoroalkanes (HFAs) to deliver

the medicine to a patient’s arways While HFAs have no ozone
depletion potential and a third or less of the global warming
potential than the chloroflucrocaribons (CFCs) they replace, they
are stil greenhouse gases, but we believe that the potential benefits
that these therapies offer patients outweigh the potential impact

on the environment

The management of waste 1s another key aspect of our commitment
Our main aim I1s waste prevention, but where this is not practical, we
focus on waste minimisation and appropnate treatment or disposal
o maximise the reuse and recycling of matenals

Alongside these efforts, we are increasingly workang with our
supphers to measure and manage the environmental iImpact of their
manufactunng activity on our behalf This 1s particularty important
as we continue to INcrease our outsourcing In kne with our strategic
business cbjectives

Employee safety, health and wellbeing

Providing a safe workplace and promoting the health and wellbaing
of all cur people remains a core consideration We believe that a
safe, healthy and energising working environment bnngs benefit for
our employees and for our business, through people’s sustained
engagement and contnbution to AstraZeneca’s success

We met our 2006-2010 safety and health target to reduce the
combined senous njury/occupational iiness rate by 50% from the
2001/2002 reference point, achiewing an actual reduction of 5%

Dunng 2010, we launched a new SHE strategy and, in January
2011, a complementary Health and Wellbeing strategy, together
with associated objectives and targets for 2011-2015 The new
targets reflect our determination to stay focused on continuous
improvement as we grow and reshape our business

Drver safety remains our highest pnonty for improvement as we
work to implement our new SHE strategy We regret that during
2010, five of our employees died n traffic accidents while doving

on AstraZeneca business We identified the root causes of these
accidents and tha learming informed the further strengthening of
our global standards on dniver safety management and accident
investigaton We also ran a global employee awareness campaign
to renforce the mportance of safe dmving practice This included
our new global requirement that hand-held mobile phones and
other devices should never be used while dmving Our long-standing
‘Road Scholars’ scheme in the US continues to be a valuable
channel for bulding awareness and improving driver skifs QOutside
the US, our 'Dnve Success' programme takes into account the
different driving environments in the vanous countries in which we
operate and provides a high-level framework of commen standards
and measures to be applied by each country Performance s
monitored centrally and low-score markets are targeted for
increased support on implementation
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AstraZeneca employees cases of occupational iliness
per million hours worked

(2010 078)
(2000 _ 1.37)
(2008 104)

AstraZeneca employees. accidents with sernous injunes
per milhon hours worked

(2010 2.27
(2009 _ _ 2.24
(2008 228)

We continue to provide a wide range of health and wellbeing
Improvement programmas across AstraZeneca, designed to help
people understand ther personal heatth nsks and suppeort them in
proactively managing these nsks Our new Health and Wellbeing
strateqy in particular focuses on Personal Energy Management
Training, Health Screening and Essential Health Activities, such as
improving physical fitness and managing workplace pressure

Work-related stress remains our greatest single category of
occupational iliness with high workloads, interpersonal 1ssues

and organisational change identified as significant factors As part
of our ongoing efforts in this area, we are adopting an increasingly
proactive, nsk-based approach, using wellbeing nsk assessment
tools to 1entify high-nsk areas and target interventions more
effectively

Community investment

Wherever AstraZeneca s located worldwide, we am to make
a positive contribution to our local communibies through
sponsorships, chantable donations and other iniatives that
help to make a sustainable difference Cur investment is focused
on improving heatth and promoting science skills

In 2010, we spent a total of $1 41 billion {2009 $882 millon} on
community sponsorships and chantable donations wordwide,
including our product donation and patient assistance programmes
which make our medicines avalable free of charge or at reduced
pnces Our patient assistance programmes in the US contnbuted
to $1 38 billkon worth of product donations, valued at an average
wholesale pnce (2009 $786 millior) The increase over 2009 was
due to an iIncreasing number of people accessing our US patient
assistance programmes due, we beleve, to the economic
recession, and to the types of medicines that they were requesting

AstraZeneca Young Health Programme

In November, we launched the AstraZeneca Young Health
Programme This community programme 1s designed t¢ help
disconnected young peopie around the world understand and deal
with the health issues they face Adolescent health remains an
underserved part of the healthcare agenda and this long-term
Invastment programime ams to make a measurable and sustainable
difference for disadvantaged young people We are working with
expert partners, Plan Lid and Jehns Hopkins School of Public
Health, to identify the needs in our local communities and to help
address these needs with a combination of work on the ground,
research and advocacy We will also be providing employees with
the opportunity to contnbute through local volunteenng, donations
and fund raising
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Building capabihties

AstraZeneca’s contnbution to helping iImprove health in the
developing world centres on our dedicated research of new and
effective treatments for tuberculosis (TB), which still clams over
5,000 ives every day For further information about our research
affort see the Tuberculosis section on page 60 Alongside this, we
continue to work in partnership to strengthen healthcare capabilities
n vulnerable communities

In 2007, AstraZeneca and the Afncan Medical and Research
Foundation (AMREF) began a five-year partnership in Uganda to
develop an integrated model for the management of malana, HIV/
AIDS and TB, the leading causes of ilt health and death in the country
For further Information on this project, see page 49

AstraZeneca and the Bntish Red Cross have been in partnership
since 2002 tackling TB and TB/HIV in Kyrgyzstan, Turkmenistan
and Kazakhstan and, more recently, In South Africa, Lesotho and
Libena Over 13,000 people have been directly supported to
complete ther TB treatment across all our partnership countries
and TB mortality and morbidity rates continue to fall in our
partnership countries in Central Asia Community education:
Initiatives continue o be delivered with a recent example in Libena
of a house-to-house TB education programme which reached
neary 32,000 pecple

Our partnershup with Axios Intemational on the Ethiopia Breast
Cancer Project cormpleted in 2010, with a much broader impact
than onginally anticipated for a small pllot prgject In 2005, the
country had only one cancer speciahst, no mammography, no easy
access to chemotherapy or hormonal agenis, no cancer screening
and no natienal treatment protocols Our partnership programme
focused on strengthening diagnosis and treatment capabilities at
Tikur Anbessa University Hospital in Addes Ababa, where the
country’s only cancer specialist was based The hospital has now
become a centre of reference for breast cancer treatment across
Ethiopia Other activities included the creation of treatment
protocols and standardised reporting guidelines, strengthening the
referral system, setting up aninstitutional-based cancer registry,
raising awareness of the faciliies among healthcare professionals,
and physician trasning  The project was implemented in collaboration
with the Ethiopian Ministry of Health and other health institutions
and we also worked with the Ethiopian Cancer Association to help
strengthen awareness and fundraising capabiktties The pilot has
created a sustanable model that can be successfully replicated n
other countnes and other disease areas and we are reviewing
where else it rrught be applied

Disaster rehef
We continue 1o contnbute to disaster relef efforts

As reported in our 2009 annual report, In January 2018, following
the earthquake in Hart, we donated medicines and contnbuted
$500,000 to the British Red Cross Emergency Appeal and a further
$100,000 to support ther ongoing work to provide shelter and
sartation for those people made homeless We also made a
donation of $400,000 to Partners In Health towards the building

of a new teaching hospital

AstraZeneca Annual Report and Form 20-F Information 2010

Following the Chilean earthquake in March 2010, we provided
medicmnes to hospitals In need through the Chile Ministry of Health
We donated $100,000 to Teleton, a major national Chilean chanty,
to support a recovery and rebullding campagn, and $75,000 to
the Bntish Red Cross to provide relief resources and shelter across
the populahon

Following the fioods in Pakistan, we donated $100,000 to the Briish
Red Cross Emergency Appeal, as well as sending medicines We
also continued to support the Bntish Red Cross disaster response
centre n Kuala Lumpur with a further $100,000 This has enabled
them to replerwsh vital stocks used in esponse to the Pakistan
floods and means they will be able to continue to respond quickly
and efficiently to emergencies in the Asia Pactiic region

We are developing an enhanced protocol for working with the
Bnatish Red Cross to ensure we are best placed to respond in a
tmely, conststent and effective way to future emergencies as and
when they anse
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TB is the leading cause of death in people fiving with HIV.
Together, the two diseases are a deadly combination.

In Uganda. there is the added burden of malaria, which
causes more illness and death than any other single
disease. The diseases are linked but Ugandans with
TB/HIV, malaria and other conditions have to attend
separate health services for treatment.

Our partnership with the African Medical and Research
Foundation {AMREF) is focused on developing a model
for the integrated management of TB, HIV/AIDS and
malaria that provides a framework for effective and
efficient healthcare at local and national levels.

Working in collaboration with the Ugandan government
in the districts of Luwero and Kiboga in central Uganda,
the partnership has focused on increasing laboratory
diagnostic capacity and improving community-based
healthcare management. Progress 1o date includes the
completion and handover to local district management
teams of four new laboratories and the establishment of
328 village health ieams with over 1,300 people trained in
healih promotion in their local communities. In addition, a
study of drug logistics management revealed significant
knowledge gaps and out of stock supply problems.
Subseguently, 108 health warkers have been trained in
drug logistics management to help prevent shortages.

E€ Who is
Improving my
healthcare?

Because health connects us all
For more information on our work with AMREF and cther partnerships in
1he developing waorld go to our websie, astrazeneca.comyresponsibility,




Which therapy
areas do we
focus on?

We discover,
develop and
commercialise
medicines for six

areas of healthcare:

> Cardiovascular

> Gastrointestinal

> Infection

> Neuroscience

> Oncology

> Respiratory & Inflammation

Sales by Therapy Area

2010 2903

Reperted Roporied
growth yreeth
e B

Cardiovascular 12
Gasironiest nal 1
Infecuon and Other {17)
Neuroscrerce 7
Oncology {10)
Respratory & Infammaion (1)
Onrer ousinesses {16)
Tota 1
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Therapy Area Review

potential new products and product 4fe-cycle developments in

This section contains further information about
the Therapy Areas in which our efforts are
focused Cardiovascular, Gastrointestinal,
Infecticn, Neurascience, Oncology and
Respiratory & Inflammation

We descnbe the business environment, trends and other factors
that have influenced our decision to focus on diseases in these six
areas, our strategic objectves for each and our progress towards
achisving these objectives We include information about our
marketed medicines and how they are designed to make a
meaningful difference for patients, together with an overview of
performance dunng the year We also report in detail on the

our pipelne that reflect cur commitment to maintaining a flow of
nnovation that adds value for our shareholders and to society

For a list of all our potential new products and product life-cycle
developments sea the Pipeline by Therapy Area at 27 January 2011
table below and the Development Pipeline table from page 206
For detalls of patent expines of our key marketed products, see the
Patent expines section on page 31

Many of our products are subject to litigation Detalled information
about matenal legal proceedings can be found in Note 25 to the
Financial Statements from page 178 Details of relevant nsks are set
out in the Pnncipal nsks and uncertanties section from page 96

Pipeline by Therapy Area at 27 January 2011

Phase | Phase ll Phase I/ Line
Registration extensions
4 . A
Cardiovascular |>AZ67t4a > AZD1556 A > Bnlinta/Briigue | > Yombiglyze™ ¥R ¢ /
> AZD8320 A > Dapaghfloan® » Onglyza™/metiormnin
> AZD7687 A IR FDC*
> AZD5658 ¢ > Dapaglilozn/
>AZDA017 A metformin FDC'A
> Onglyza™ SAVOR' ¢
> Bnlinta
PEGASUS-TIMI &
> Crestor jelevated CAPY @
> Axanum »
\,
(" . " ™\
Gastrointestinal > Newm &
{peptic ulcer biseding}
> Nexium o
\_ (GERD) )
& .
Infection >MEDI-534 & > AZDO773' & > MEDI-3250 + > AuMist! Ruenz & W
> MEDL-550 & > CAZI04" A > Anforo® 8
> MEDI 559 & > Motavizamab' @ {cettarotne}
> AZD5B4T A > CXL104* #
>AZ09742 & {CEF104)
. J
4 R
Neuroscience >AZ03241 A > AZD3480* & >TC 5214 & |5 Umowp® & > Seroquel XA+
> AZD3043* & > AZDG765 & >TC 5619 A |5 TC-5214* + > Diprivan® @
> MEDI-578 & > AZD2066 & >AZD1446* & w EMiA*
>AZD5213 ¢ foonic neurapatnic pain} = AZN2423 4
» AZD2066 (MDD) *
> NKTR-118* &
\, J
-
Oncology >AZ02461 ¢ > MEDI 5514 > Seumetnb A | > Recentn & >AZDBO31 + | > Vandetani » >iessa A )
>AZD3514 % > AZDBOSS A (AZDE244} > Selumetinib® A >MEDI 575* # | {Zcoms > Faslodex +
>AID7762 & >MEDI-573ta  (ARRY zozzaaay &zngsz‘?sam > dibotentan A
>AZDB3I30* A > AZDN4B0 A 14
- 'y >
L >CATB01S 4 »azD2014 4 Jhpn'sgs e y
4 . N
Respiratory & > AZD3B1G + > AZD1981 A >AZD8848 & | > Fostamatini’ > Ons®
Inflammation > MEDI-546* & > MEDI-528* & >CAM3001T+ | o+ > Symblcart ¢
> MEDI-551 >CAT-354 & > AZ02423 {CoPD}
> MEDI-570* ¢ >AZD3190 & > AZD8683 + > Symbicort
> MEDI-557 A > MEDI-563* & > AZD5423 + {SMART)
» MEDI-545* A > AZD5069 +
N J
Key Movernents since 27 January 2010
© Addition ¥ New fiing # Partnersd product
4 No change & Launched * Kombiglyze™ XR In the US, Onglyza™/metformen IR FOG In the EU
+ Progression ® Reclassified
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Therapy Area Review

Cardiovascular

$170bn

Cardiovascular 1s the single largest therapy area in the global
healthcare market Worldwide market value of $17C billion

Therapy area world market
{MAT/Q3/10) ($bn)

@

Market sectors

B High blocd pressure

B Abnormmal levels of blood
cholesterol

B Diabetes

B Thrombosis

B Cther

In brief

> Crestor sales up 24% to $5 7 billion

> New indications were approved for Crestor in the US and the
EU based on data from the landmark JUPITER chirical tnat

> In June, the US District Court for the Distnet of Delaware, decided
in AstraZeneca’s favour the consolidated ANDA, infringement case
involving eight ANDA filers seeking approvals for genenc Crestor
The defendants have appealed the Court's judgment and decision
of our patent's infnngement, validity and enforceability to the US
Court of Appeals for the Federal Circunt

> In September, we receved a Paragraph IV Certification notice-letter
from Watson Laboratones, Inc (Watson), informing us of its filing of
a 505{b)(2) NDA for rosuvastatin zinc tablets and challenging the
substance and formulation patents protecting Crestor We
commenced a patent nfningement action against Watson in
October in the US Distnet Court for the Distnict of Delaware

> Torrent do Brasil launched its genenc versions of Crestor in October
AsiraZeneca was granted an injunction ordenng Torrent do Brasi to
discontinue the sale and marketing of these genenc products and
recall products already on the market This junction has subsequently
been suspended and the matter 1s now awarting the decision of the
Court of Appeal which 15 expected in the first quarter of 2011

> Atacand sales up 3% to $1 5 bilion

> Toprol-XL US sales down 29% as a result of increased
genernc competition

52 Therapy Area Rewiew Cardiovascular

> In ODecember, the European Commission granted a marketing
authonsation for Britque {ticagrelor tablets) for the prevention of
atherothrombotic events In adult patents with acute coronary
syndromes The deciston is applicable to the 27 member states
and the three European Economic Area countnes of the EU In the
same month, the FDA 1ssued a Complete Response Letter for the
Briinta (hcagrelor) NDA AstraZeneca announced that it had replied
to the Complete Response Letter on 21 January 2011

> In December, AstraZeneca notified Abbott that it would discontinue
developrment of Certnad, a fixed dose combination of the active
ingredient in Crestor rosuvastatn calcrum) and Abbott’s Trilipi™
(fenofibnc acid), which was being co-developed with Abbott for the
treatment of mixed dyshpidermia

> In May, AstraZeneca receved a Complete Response Letter from
the FDA for the NDA for Axanum, a single capsule of low-dose
acetylsalicylic acid (ASA) and esomeprazole In June, AstraZeneca
filed an MAA for Axanum in several countnes in the EU for
prevention of cardio- and cerebro-vascular events in patients
requinng continuous low-dose ASA treatment who are at nsk of
developing ASA associated gastnc and/or duodenal ulcers

> In Novernber, AstraZeneca and 8MS receved FDA approval for
Kombiglyze™ XR, a fixed-dose combination of Onglyza™ plus
metformin hydrochionde extended-release tablets

> In December, AstraZeneca and BMS filed regulatory submissions
in the US and the EU seeking approval for dapagliflozin, a first-in-
class sodium-glucose cotransporter-2 inhibrtor, as a once-daty oral
therapy for the treatment of adult patients with Type 2 diabetes

Our marketed products

> Crestor' {rosuvastatin calcium) 1s a statin used for the treatment of
dyslipidaemia and hypercholesterolamia In some markets it 1s also
indicated to slow the progression of atherosclerosis and to reduce
the nsk of first cardiovascular (CV) events

> Atacand? {candesartan cilexetil) 1s an angiotensin |l antagonist
used for the 1st line treatment of hypertension and symptomatic
heart falure

> Seloken/Toprol-XL (metoprolol succinate) i1s a beta-blocker
once-daily tablet used for 24-hour control of hypertension and for
use in heart fallure and angina

> Tenormin (atenolol) 1s a cardioselective beta-blocker used for
hypertension, angina pectons and other CV disorders

> Zestni* (1snopni dihydrate} 1s an angiotensin-converting enzyme
inhubitor used for the treatment of a wide range of CV diseases,
including hypertension

> Plendi (ielodiping) 1s a calcium antagonist used for the treatment
of hypertension and angina

> Onglyza™ (saxaghptin) 1s a dipeptidyl pepbdase IV inhibitor used
for the treatment of Type 2 diabetes

' Llcensed from Shionogi & Co. Lid

1 Ukcensed from Takeda Chemicals Incustrias Ltd

* tcensed from Merck
* Co-tgeveloped and co-commercialisad with BMS,
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Our financial performance

World Us Western Europe Established ROW Emarging Markets Prior year
Raported CER Aeported Reported CER Reported CER Reported CER World 9
Sales growth growth Sales growth Sales growth growth Sales growth growth Salea growth growth sales Q
2010 $m % % $m % $m % % $m % % $m % e $m 2
Crestor 5,601 26 24 2,640 26 1,111 15 20 1,332 37 25 608 31 26 4502 ©
Atacand 1,483 3 3 216 (18} 38 - 4 224 2 8 307 21 7 1,436 3
Selokerv
ToprokXL 1,210 (16) {17} 689 {29) o {1 {9 39 (1) {14) 391 17 13 1,443
Tanarmin 276 [44] 9 13 (13) 61 {13) {9) 127 {5) (10) 75 {4) {8) 296
FPlondi 255 6 4 15 7 27 (34} {32) 14 8 - 199 15 13 241
Zestnl 157 {15) {14) 10 (44) 81 (23) {19) 17 (11} {21) 49 17 14 184
Onglyza™ 69 n/m n/m 54 n/m 10 n/m nfm 2 n/m n/m 3 n/m n/m 1
Others 262 - {1} 15 {25} 113 (14) 11) 26 N {14) 108 29 25 263
Total 9,403 12 11 3,652 7 2,230 4 8 1,781 28 16 1,740 22 18 8,376
2009 g
Crestor 4,502 25 29 2100 25 968 16 24 970 40 44 464 18 32 3,597 9,
Atacand 1436 2 5 263 - 734 @) 2 185 {2) 8 254 (1)) 13 1,471 t=|>
Seforen/ @
Toprol-XL 1,443 79 84 964 227 102 (25) (18) 42 (13) ] 33s 2 1 807 n
Tenaormin 296 (5) {5) 15 (7} 70 {11) 6) 133 5 {6) 78 12) - 313 2
Plenghi 241 (10) @) 14 (44) a1 {20) (24) 13 (35) (30) 173 5 7 268 @
Zastni 184 22) {17) 18 {10} 106 (27) {22 19 2% 21 a2 (14} 4 236 2
Onglyza™ " nm n/m 1 n/m - - - - - - - - - -
Others 263 {3) 3 20 n/m 131 {13) 6) 28 (1) [ofo] B4 () 2 271
Total 8,376 20 25 3405 48 2,151 (1) 5] 1,390 23 26 1430 4 15 6,963

Our strategic objectives

AstraZeneca 1s one of the wortd leaders in cardiovascular (CV)
medicines We am to build on our strong position, focusing on

the growth areas of atherosclerosis (hardening of the artenes),
thrombosis {blood clotting), diabetes and atnal fibnllation {cardiac
arrhythmia) Despite impravements in the qualty of diagnosis and
treatment, the unmet medical needs reman high and these disease
areas, and thew complications, continue to grow worldwide (both in
developed and emerging markets) as a consequence of the spread
of a westernised Iifestyle, resulting in significant healthcare spend
and recognised societal consequences

Cardiovascular diseases

Hypertension (igh bloed pressure) and dyslipidaermia {abnormal
levels of blood cholesterol) damage the artenal wall which may lead
to atherosclerosis CV events dniven by atherosclerctic disease
remain the leading cause of death in the western world Lipd-
modifying therapy, pnmarnly statins, 1s a comerstone for the
treatment of atherosclerosis

Agcute coronary syndromes (ACS) 1s an umbralla terrm for sudden
chest pain and other symptoms due to nsufficient blood supply
{ischaemia) to the heart muscle ACS 1S the acute culmination of
ischemic heart disease, the leading cause of death worldwide
(WHO 2008) There remains a significant need to improve outcomes
and reduce the costs of treating ACS

Our focus

Our key marketed products

Since its launch in 2003, Crestor has continued to gain market
share based on its differentiated profile n managing cholesterol
leveis and its more recent label ndications for slowsng the
progression of atherosclerosis and reducing the nsk of CV events
In some markets Crestor 1s the only statin with an atherosclerosis
indication in the US which 1s not imited by disease seventy or
restncted to patients with coronary heart disease

Fewer than half of the people thought to have high levels of
low-density ipoprotein cholesterol (LDL-C} ‘bad cholestero! are
diagnosed and treated Of treated patients, only about half reach
therr doctor's recommmended cholesterol targets using existing

AstraZenaca Annual Report and Farm 20-F Information 2010

treatments Study data has shown that the usual 10mg starting
dose of Crestor 1s more effective at lowenng LDL-C and produces
greater achievernent of LDL-C goals than commonly prescnbed
doses of other statins Crestor also produces an increase In
high-density ipoprotemn cholestero| (HDL-C) 'good cholesterol’
across the dose range

In February 2010, the FDA approved Crestor to reduce the nsk

of stroke, myocardial infarction (heart attack) and artenal
revascularisation procedures i indwduals without clirically evident
coronary heart disease but with an increased nsk of cardiovascular
disease (CVD) based on age (men 250 and wormen 260), high-
sensitivity C-reactive protein 22mg/L, and the presence of at least
one additional CVD nsk factor, such as hypertension, low HDL-C,
smoking, or a family history of premature coronary heart disease
This approval was based on data from the landmark JUPITER
study which evaluated the impact of Grestor 20mg on reducing
major CV events

Crestor also receved approval from 19 countnes within the EU for
the prevention of major CV events in patients who are at high nsk
of having a first CV event This new indication was also based on
subgroup data from the JUPITER study A post hoc analysis of this
subgroup data showed a significant reduction in the combmned
endpomnt of heart attacks, strokes and CV deaths among the high
nsk patients who participated in the JUPITER study

Atacand continues o be an important treatment option for
patients with hypertension and symptomatic heart falure Atacand
15 approved for the treatrnent of hypertension in over 105 countries
and for symptornatic heart fallure n more than 70 countnes

Most patients with hypertenston fail to reach their treatiment

geals with the use of a single anti-hypertensive treatment and
fixed-dose combinations of two or more anti-hypertensives

are commonly prescnbed for patients to improve efficacy and
attanment of freatment goals Atacand Plus (candesartan cilexetil/
hydrochlorothiazide) 1s a fixed-dose combination of Atacand and
the diuretrc hydrochlorothiazide, indicated for the treatment of
hypertension i patients who requwe more than one anti-
hypertensive therapy Atacand Plus 1s approved in 88 countrnes
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Clinical stuches of our key marketed products

GALAXY, our long-term global chinical research programme for
Crestor, which investigates links between optimal hpid control,
atherosclerosis and CV morbidity and mortality, has completed
a number of studies Invoiving over 65,000 patients In over 55
countnes Some of the studies undertaken as part of the
GALAXY programme are referred 10 below

The PLUTO study evaluated the efficacy and safety of Crestor

n patents 10 to 17 years of age with heterozygous familial
hypercholesterolermia Completion of the PLUTO study fulfiled our
Paedatnc Exclusmty requirements in the US and resulted in an
additional sx-month penod of exclusity to market Crestor in the
US being granted in July 2009 A paediatnic ndication was also
granted in the EU in March 2010

The SATURN study I1s ongoing and 1s designed to measure the
1mpact of Crestor 40mg and atorvastatin (Liptor™) 80mg on the
progression of atherosclerosis in high-nsk patents We expect to
report the results of this study In the fourth quarter of 2011

The PLANETS | and Il studies, which evaluated the effects of
Crestor 10mg, Crestor 40mg and atorvastatin (Lpitor™) 80mg on
unnary protein excretion in patients with proteinunc renal disease
in diabetics and non-diabetics, respectively, have been completed
and pubkcation 15 progressing with initial data from the PLANETS
studies being reported in May

In the pipeline

Bninta/Brikque {icagrelor) 1s an oral antiplatelet treatment for
ACS Ticagrelor 1s a direct-acting P2Y12 receptor antagomst in
a chemical class called cyclo-pentyl-tnazolo-pynmidines and 1s
the first reversibly-tinding oral adencsine diphosphate (ADF)
receptor antagorust

Resulis from the Phase Il study, PLATO, were announced in August
2009 With 18,624 randomised patients at 864 sites in 43 countnes,
PLATO ranks as one of AstraZeneca’s largest chnical tnals ever It
was designed to reflect current medical practice by randomising
patients within 24 hours of the Index event and following them
whether they were medically managed or underwent invasive
procedures PLATO compared ticagrelor to clopidogre! (Plavix™/
Iscover™) The overall PLATO results demonstrated the supenonty
of icagrelor versus clopidogrel in reducing heart attacks and GV
death in patients with ACS treated for 12 months The study
provided the basts for regulatory filngs worldwide

In December, the European Commussion granted marketing
authonsation to Brirque (icagrelor tablets) for the prevention of
atherothrombotic events i adult patients with ACS The decision
1s apphcable to the 27 member states and the three European
Economic Area countnes of the EU

In the same month, the FDA 1ssued a Complete Response Letter
for the Brinta (tcagrelor) NDA In the Complete Response Letter,
the FDA requested further analyses of the PLATO data The agency
chd not request that addtronal studies, including climcal studies,
be conducted as a prerequisite for approval of the ticagrelor NDA
AstraZeneca announced that it had repled tc the Complete
Response Letter on 21 January 2011 The FDA1s in the process
of reviewing AstraZeneca’s response to determine whether the
information submitted 1s complete and whether to designate the
review as Class 1, which would start a two-month review cycle,
or as Class 2, which would start a six-month review

Bniinta remains under regulatory review In 21 countnes, including
the US It has been approved in 30 countries, including in the EU,
Iceland and Norway, under the trade name Brikque and in Brazil
under the trade name Bnlinta Additional rmarketing authonsations
and regulatory submissions are planned for 2011
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In October, AstraZeneca intiated PEGASUS TIMI-54, a 21,000
patient study in over 30 countnes The study examines the ability
of ticagrelor plus aspinn to prevent adverse CV events safely
compared to aspinn alone in higher-nsk patients cne 1o three years
after a heart attack Enrolment for PEGASUS began in December

Axanurmn s a single capsule of low-dose acetylsalicylic acid (ASA)
and esomeprazole {the active ingredient in Nexoum) Low-dose
ASA 15 a manstay of therapy for patients at hrgh nsk of havung a Cv
evant such as a heart attack or stroke Upper gastrontestinal (Gl
problems (including wicers and ulcer-related complicatons) are the
most common reason for discontinuation of low-dose ASA therapy
Up to 30% of patients with upper Gl problems discontinue or take
deliberate breaks from their low-dose ASA treatrment, placing them
at nsk of a potentially life-threatening CV event as early as eight to
10 days after discontinuation AstraZeneca filed an MAA for
Axanum in June, for prevention of cardio- and cerebro-vascular
events in patients reguinng continuous low-dose ASA treatment
who are at nsk of developing ASA associated gastnc and/or
duodenal ulcers, in several countries in the EU The submission
was hased on the results of the OBERON and ASTERIX studies
evaluating the efficacy and safety of Nexwrn in reducing the nsk

of gastnc and/or duodenal ulcers In patients taking continuous
low-dose ASA

In May, AstraZereca received a Complete Response Letter from
the FDA for the NDA for Axanum The Complete Response Letter s
currently being evaluated and AstraZeneca will continue discussions
with the FDA to determine the next steps with respect to the
Axanum NDA

In March 2010, AstraZeneca and Abbott received a Complete
Response Letter based on the Certnad NDA submission made
inJune 2009 In December, AstraZeneca notified Abbott that it
would discontinue development of Certriad, which was being
co-developed with Abbott, for the treatment of mixed dyslipidemia
This decision was reached after carefu! review and consideraton
of the Complete Response Letter and the ongoing delay in the
regulatory review of the Certriad NDA which made continuing

the development of Certnad commercially unattractve The
co-development and licence agreement with Abbott subsequently
ended in January 2011

Diabetes

The number of people affected by Type 2 diabetes continues to
grow, predominantly as a result of obesity Type 2 diabetesis a
chronic progressive disease and patients often require multiple
medications to control ther condiion There are a number of
established oral genenc and branded classes, such as biguanides
and sutfonylureas However, newer classes such as oral dipeptidyl
peptidase IV (DPP-IV) inhibitors are successfully entenng the market
by offenng effective blood sugar control and improved tolerability
Several new classes of drugs are in development in thus area,
including sodium-glucose cotransporter-2 inhititors (SGLT2) CV
safety has been given particular ernphases in recent regulatory
reviews and guidance documents provided by the FDA and other
regulatory authonties

Our focus

Our key marketed products

The collaboration on a worldwide basis' between AstraZeneca and
BMS to develop and commercialise two compounds discovered by
BMS (Onglyza™ (saxagliptin) and dapaglfiozin} for the treatment of

Type 2 diabetes continues to maks good progress

8ince its first approval In the US in July 2009, Onglyza™ has been
approved in 48 counines and launched in 34 The MAAfor a
fixed-dose combination of Onglyza™ and metformin immediate
release tablets as a treatment for adults with Type 2 diabetes
remams under review by the EMA

Tha coflaboration for saxagiiptin excludes Japan.
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In November, AstraZeneca and BMS receved FDA approval for
Kombiglyze™ XR, a fixed-dose combination of Onglyza™ plus
metformin hydrochlonde extended-release tablsts Kombiglyze™ XR
15 the first and only once-a-day metformin extended release plus
DPP-V inhibitor combination tablet proniding strong comprehensve
glycaemic control across glycosylated haemoglobin levels (HoAlC),
fasting plasma glucose and post-prandial glucose Full commercial
launch 1s anticipated to take place in the first quarter of 2011

In the pipeline

Dapaglfiozin, an mvestigatonal compound, 18 a potential first-in-
class SGLT2 inhibitor under joint development with BMS as a
once-daily oral therapy for the treatment of adult patients with Type
2 diabetes Qur extensive global Phase Il programme evaluated
dapaglficzin as initial therapy and as an add-on to other widely
used anb-diabetic treatments Reported data from five pivotal Phase
Il studies now in the public domain suggest a product profile that

1S encouraging, consistent, and with differentiated patient benefits,
ncluding the potenual to be the first oral agent to provide HbA1C
reduction, along with secondary benefits of werght loss and a
reduction in blood pressure In the Phase Il studies, genital
infections and unnary tract infections were generally higher in the
dapaghfiozin group but mild or moderate i nature, responded to an
Inhial course of standard treatment and rarely led to discontinuation

In December, AstraZeneca and BMS filed an NDA and an MAA with
the FDA and the EMA for dapagiifiozin as a once-dally oral therapy
for the treatrnent of aduit patients with Type 2 diabetes

Qur actmbties In the glucokinase activator {GKA) area continued
during 2010 and Phase il studies for AZ01656 are ongoing The
GKA mechanism of action 1s believed to induce insulin release
from the pancreas and reduce glucose output from the liver
resulting in marked reductions in blood glucese In hyperglycaemic
Type 2 diabetics Dunng 2010, we also progressed our AZD8329
and AZD7687 projects in early clinical testing These potential
medicines aim to Increase insulin sensitivity and thereby induce
better glycaemic control with beneficial effects on body weight
and blood pds

Atnal fibnllation

Atnal fibnllation (AF) 1s the most common cardiac arrhythmia
Rhythm-control therapy to manage the symptoms of AF 1s
dominated by genenc amiodarone, which 1s effectve at mantaning
patents in normal heart rhythm but very poorly tolerated AF1s
associated with an increased nsk of cerebral embolism resulting

in stroke and disability To reduce the nsk of such AF-related
complications, anti-coagulation with vitamin K antagorists can be
used New anti-coagulation therapies with improved convenience
are emerging

In the pipeline

For the control of heart rhythm in AF, our focus 1s on atnal-specific
agents as a way to reduce the nsk of pro-arrhythmic effects Our
actwities 1n this area are in pre-clinical development

Development of AZD08B37, a direct thrombin inhibitor that was in

Phase |l testing for the prevention of strokes and other embolic
events in AF patents, has been discontinued
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Financial performance 2010/2009

Performance 2010

Reported performance

CV sales grew by 12% to $9,403 milion in 2010 from $8,376 million
1N 2009, drwven by the continuing growth in Crestor

Performance — CER growth rates
CV sales were up 11%

Global sales of Crestor were up 24% US sales for Crestor
ncreased by 26% to $2,640 million Crestor sales outside the US
were up 23% to $3,051 millon, with sales in Established ROW up
25%, including good growth in Canada (25%), Japan {25%) and
Other Established ROW (23%) Sales n Westem Europe were up
20%, driven by good growth in France, ltaly and Spain Sales in
Emerging Markets were up 26%

Sales of Sefoken/Toprol-XL decreased 17% US sales of the
Toproi-XL product range, which includes sales of the authonsed
genenc, decreased by 29% to $689 milion as a result of further
genenc competition, although this was partally offset by 13%
growth in Emerging Markets to $391 milion

Atacand sales were up 3%, despite US sales being down 18%, as
aresult of strong growth in Estabished ROW (8%) and Emerging
Markets (17%)

Alllance revenue from the Onglyza™ collaboration with BMS
totalled $69 million, compnsing $54 milion in the US and $15 milion
In other markets

Performance 2009

Reported performance

CV sales were up 20% to $8,376 millon (2008 $6,963 million)
Strong growth from Cresier, dnven by the promotion of the
atherosclerosis indication, and substantially increased sales of
Toprol-XL. and the authonsed genenc version of the drug in the
US, were the major coninbutors to growth in CV sales

Performance - CER growth rates
CV sales were up 25% from 2008

Crestor sales increased by 29% to $4,502 milon US sales for
Crestor Increased by 25% to $2,100 million The total prescnption
share of Crestor in the US statin markst increased to 11 3% in
December 2009 from 9 9% in December 2008, and it was the only
branded statin to gain market share Crestor sales cutside the US
were up 33% to $2,402 million, over half of global sales for the
product Sales of Crestor were up 24% in our Westermn Europe
markets to $968 million and sales growth in Established ROW
markets up 44% in total Sales of Crestor n Emerging Markets
increased by 32%

Sales of Seloken/Toprol-XL and its authonsed genenc increased
by 84% to $1,443 million in 2009, as a result of Increasad sales
of Toprol-XL. and ts authonsed genenc in the US Sales in the US
increased by 227% to $964 mifion following the withdrawal from
the market of two other genenc metoprolol succinate products in

early 2009

Sales of Atacand in the US were unchanged from 2008 at
$263 million and accounted for 18% of global Atacand sales
Atacand sales were up 13% in Emerging Markets

Alliance revenue from the Onglyza™ collaboration with BMS tctalled
$11 milign in 2009

Therapy Area Review Cardiovascular 55

MBIIAIDAQ

m
c
a,
S
®
]
7]
D
©
=,
@©
2

SjUBWAIL)S [BIOUBUIY 8oUewIsA0Y aje10d109)

UOIIBLUIOJU] jRUOIIPPY



Therapy Area Review

Gastrointestinal

$38bn

The gastrointestinal market 1s valued at $38 tillion, with the
proton pump inhibitor market accounting for $24 bilion

Therapy area world market

(MAT/Q3/10) {$bn)
Market sectors
H PPI
B Other

In brief

> Sales of Nexum $5 bilron, unchanged from the previous year

> Losac/Priosec sales up 1% to $986 million

> In February 2010, AstraZeneca submitted Nexiwm for approval
In Japan, the only major market yet to launch, and in Qctober,
wa entered into an agreement with Daichi Sankyo for the
co-promation and supply of Nexsurm in Japan

> AstraZeneca receved a Complete Response Letter from the FDA
in May for the sNDA for Nexyurn for the nsk reduction of low-dose
aspinn-associated peptic ulcers

> In Cctober, AstraZeneca filed requests for preliminary Inunctions to
restrain six companes from marketing and seling genenc forms of
Nexitam in Germany The court rejected the requests in Decernber
The decision has not yet been published AstraZeneca has four
weeks from the date of publication of the decision to determine
whether or not it will appeal the decision
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> In January 2010, AstraZeneca entered into an agreement with
Teva Pharmaceutical Industnes Ltd and affilates (Teva) to settle
patent httigation regarding Teva’s ANDA subrmission for a genenc
version of Nexurn delayed-release capsules Under the agreement,
AstraZeneca has granted Teva a hcence for its ANDA product
to enter the US market, subject to regulatory approval, on
27 May 2014

> In June, the Federal Court of Canada dismissed AstraZeneca’s
request to prohibit the Canadian Minister of Health from issuing a
Notice of Complance for the regulatory applications for genenc
esomeprazole magnesium submitted by Apotex Inc (Apotex) In
QOctober, AstraZeneca commenced a patent infnngement action
against Apotex alleging infnngement of five Canadian patents
related to Nexwum

> In January 2011, AstraZeneca entered Into a setilement agreement
with Dr Reddy’s Laboratones, Lid and Dr Reddy's Laboratones,
Inc {together, DAL) regarding DRLs ANDA submission for a genenc
version of Nexium delayed-release capsules Under the agreement,
AstraZeneca has granted DRL a licence for its ANDA product
to enter the US market, subject to requlatory approval, on
27 May 20n4

> Thirteen third parties have opposed the grant of a European patent
covenng Nexaun, which 1s due to remain in force until 2014 The
patent includes clams to Nexaum of very high optical punty and
has been asserted by AstraZeneca in Iitigation aganst genenc
companies In Europe While the European Patent Office has not
yet set a date for the oppositons to be heard, a heanng could
accur in the first hatf of 2011

Our marketed products

> Nexium (esomeprazole) 1s the first proton pump inhibitor (PP
used for the treatment of acid-related diseases to offer clinical
improvements over other PRls and other treatments

> Losec/Prilosec ([omeprazole) 15 used for the short-term and
long-term treatment of acid-related diseases

> Entocort (budesonide} 1s a locally acting corticosteroid used
for the treatment of inflammatory bowel disease
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Our financial performance

Wortd us Western Europe Established ROW Emerging Markets Prior year

Reported  CER Reported Reported  CER Reported  CER Reported  CER World Q

Sales growth growth Sales growth Sales growth growth Sales growth growth Szles growth growth sales <

2010 $m % % % $m % % $m % % $m % % $m @

Nexoum 4,969 - - 2,695 {5) 1,202 {2) 2 453 17 4 618 1 18 4 959 %

Losec/Pnlosec 986 4 1 47 {28) 253 {3) {2) 437 6 {1) 249 19 16 946 3
Others 133 25 26 76 49 45 - 2 6 - (17) 6 50 75 106
Total 6,088 1 - 2,818 4) 1500 ) 1 896 12 1 874 20 17 6,011

2009

Nexqurm 4,959 {5) (1) 2835 {9) 1225 {1) 7 386 - 10 513 7 15 5200
Losec/Pniosec 946 {10) {10} 64 {B83) 261 {12 3) 411 ] {1} 210 3 6 1,055
Cthers 106 19 24 51 55 45 2 4 5] - - 4 - 25 89
Total 6,011 (5) {2} 2,950 {11} 1531 [5)] 5 803 3 4 727 6 13 6344

Our strategic objectives
We aim to develop our position in gastrointestinal {Gl) treatmments
by continuing to focus on our existing proton pump inhibitors

Our focus

Our key marketed products

Nexiurm s marketed in approximately 120 countnes and 1s avalable
in oral {tablet/capsules and oral suspension) and intravenous {iv)
dosage forms for the treatment of acid-related diseases Nexium
18 an effective short-term and long-term therapy for patients with
gastro-cesophageal reflux disease (GERD) Nexiwm 1s also
approved for the treatment of GERD in children ane to 17 years

of age tn the EU and other markets, Nexiurn 1s approved for the
healing and prevention of ulcers associated with NSAID therapy,
Including cyclooxygenase 2 sefectve nhubitors In the US, Nexium
1s approved for reducing the nsk of gastnic ulcers associated with
continuous NSAID therapy in patients at nsk of developing gastnc
ulcers Nexium 15 also approved in the US, the EU, Canada and
Australia for the treatment of patients with the rare gastnc disorder,
Zolinger-Elison syndrome  Following treatment with Nexium 1 v,
oral Nexwum 1s approved in the EU and other markets for the
mantenance of haemostasis and prevention of re-bleeding of
gastnc or duodenal ulcers

Nexaum i v 15 used when cral administration 1s net suitable for the
treatment of GERD and upper Gl side effects induced by NSAIDs

It 15 approved in the EU and other markets for the short-term
mantenance of haemostasis and prevention of re-bleeding m
patents following therapeutic endoscopy for acute bleeding gastnc
or duodenal ulcers Nexium v has been submitted to the EMA and
the FDA for use in children one to 17 years of age inclusive and
therr review 1S ongoing

In May, AstraZeneca received a Complete Responsa Letter for
the sNDA for Nexitum which was submitted for the nisk reduction
of low-dose aspinn-associated peptic ulcers AstraZeneca s
currently evaluating the Complete Response Letter and will
continue discussions with the FDA to determine the next steps
with respect to the Nexsum sNDA

Losec/Prifosec was first launched in 1988 and 1s approved for the
treatment of GERD We conhinue to mantan certain patent property
covenng Losec/Prifosec Losec/Prifosec 1s avalable both as a
prescrnphon-only medication and, in some countries, as an CTC
medication where it offers consumers a more effective self-
medication option for the treatment of heartburn compared with
antacids and H2 receptor antagonists

Clinical studies of key marketed products

The Japanese new drug application for Nexium was submitted

In February 2010 and the regulatory review process IS ongoing

In Cctober, AstraZeneca entered into an agreement with Danchi
Sankyo for the co-promotion and supply of Nexum in Japan Under
the terms of the agresment, AstraZeneca and Danch Sankyo will

AstraZensca Annuat Report and Form 20-F Information 2010

co-promote the product after it has been approved for use in
Japan AstraZeneca will manufacture and develop the product and
Daunchi Sankyo will be responsible for its distnbution Dauchi Sankyo
has made an initial payment of $100 million to AstraZeneca and wilt
pay further sums when the product 15 approved and sales target
milestones are achieved

In the pipeline

Our research actvibies have focused on reflux mhibitors and
hypersensitnaty therapy Our fead compound, lesogaberan
(AZD3355) was terminated because of dose-finding data showing
insufficient efficacy to defiver a meaningful chnical mproverment in
the study population for which the treatment was intended Based
on the findings in the lesogaberan prograrmmse, our discovery and
development actvities In the GERD area that are based on reflux
inhibrtion will be terminated

Financial performance 2010/2009

Performance 2010

Reported performance

Gl sales grew by 1% to $6,088 mulion in 2010 from $6,011 milion
n 2009

Performance — CER growth rates

Global Gl sales were unchanged This was due to Nexium sales
being unchanged from 2009 at $4,969 mithon and Losec/Prifosec
sales showing a small ncrease of 1% to $986 milkon Nexium sales
In the US were down 5% to $2,695 milion, although this was offset
by sales outside the US which were up 6% to $2,274 million

Performance 2009

Reported performance

Gl sales for 2008 were down 5% to $6,011 milion from
$6,344 milion in 2008

Performance - CER growth rates
Gl sales fell by 2%

Global Nexium sales were down 1% to $4,959 million from $5,200
million the previous year The deckne was dnven by the decrease in
the US of 9% to $2,835 miflon However, this was largely mitigated
by sales outside the US increasing by 9% to $2,124 milion In the
US, dispensed retal tablet volumes decreased by less than 1%
despite increased genenc and OTC competiton In respect of
Nexiurn, there was growth in Established ROW (109), Western
Europe {7%) and Emerging Markets (15%)

Sales of Losec/Priosec fell 10% to $946 milion Prlosec sales in
the US were down B3% as a result of continued genenc erosion
Outside the US, Losec sales were unchanged
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Therapy Area Review

Infection

$82bn

The world infection market 1s valued at $82 bilion, with
anb-bactenals accounting for approximately 46%, anti-virals
for 29% and vaccines 13%

Therapy area world market
{MAT/Q3/10) (Sbn)

Market sectors
B Anti-bactenals

6 B Anti-virals
M Vaccines
W Cthers
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In brief

> Synags sales of $1 billon, in the US $646 million, down 17%

> Merrem/Meronem sales of $817 milion, down 7%

> FiuMist sales of $174 million, up 20%

> In December, the biclogical icense application submitted to the
FDA relating to motavizumab was withdrawn and AstraZeneca
recorded a financial mpairment charge of $445 milicn

> Zinforo (ceftaroline) was submitted for marketing approval in the
EU in December for the treatment of complicated skin and soft
tissus nfections as well as for community acquired pneumonia

> Intkation of Phase lIb study with AZD9773 (formerty known as
CytoFab™)

Our marketed products

> Synagis (palivizumab} s 2 humanised MAD used for the prevention
of senous lower respiratory tract disease caused by respiratory
syncytial virus (RSV) in paediatric patients at high nsk of acquinng
RSV disease

> Mermmem/Meronem’® {meropenem) Is a carbapenem anti-bactenal
used for the treatment of senous infections in hospitalised patients

> FluMist/Fluenz (influenza vaccine live, intranasaf) i1s an intranasal
Ive, attenuated, trivalent influgnza vaccine

> Cubicin™? {daptomycin) 1s a cyclic lpopeptide anti-bactenal used
for the treatment of senous infections In hospitalised patients

T Licensed from Dainippon Sumitomo
2 Licensed from Cubist Pharmaceutcals Inc.
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Our financial performance

World us Westem Europe Established ROW Emerging Markets Prior year
Reported CER Reportsd Roported CER Reported CER Reported GER Worlkd
Sales growth growth Sales growth Sales growth growth Sales growth growth Sales growth growth sales
2010 $m % % $m % Sm % k. $m % o $m e Y $m
Synags 1,038 {4} (53] 646 7} 392 N K} - - - - - - 1082
Morrem 817 (6} [£4] 127 {28) 328 (1)) {7 57 10 4) 305 8 4 872
FlubMist 174 20 20 173 19 - - - - - - 1 - - 145
Nor Seasonal
Flu g (90) (90) 39 {90) - - - - - - - - - 389
Crthers 108 {24) {25) 68 {16) - {100) (93) 20 {5) {43) 20 54 92 143
Totat 2,176 17 {18) 1,053 {33) 720 4 -] 77 5 {15) 326 L 8 2631
2009
Synagis 1082 12 (12} 782 {15} 300 ] (2) - - - - - - 1230
Merrem 872 3 5 177 {14) 361 5 13 52 8 19 282 {5) 8 897
Aubist 145 as 39 145 39 - - - - - - - - 104
Non Ssasonal
Flu 389 n/m n/m 389 n/m - - - - - - - - - -
Othars 143 {35) 31) a2 {29) 27 61) {55) i9 18 31 15 {25) (15) 220
Total 2,631 7 10 1575 17 688 5 -~ kil N 22 297 6) 5 2451

Qur strategic objectives

We am to build a leading franchise in the treatment of infectious
diseases through continued commaereialisation of brands such as
Synagris, Merrem/Meronem, FluMist/Fluenz and Cubicin™, as well
as through the development of products in the pipeline such as
Zinforo (ceftaroling) We also aim to make effective use of our
structural and genomic-based discovery technologies and antibody
platforms, vaccines and continued research into novel approaches
In areas of unmet medical need

Resistant bacterial infections

World demand for antibiotics remains high and will continue to
grow due to escalating resistance and the increased nsk of
senous infections N both Immunosuppressed patients and
ageing populations Many bactenal infections currently have few
satisfactory treatment options prompting demand for new and
better therapies

Our focus

Our key marketed products

Merrermn/Meronem remains the leading carbapenem arti-bactenat
across AstraZeneca licensed ternitones, mantaiming over a 7%
share of the global intravenous antibiotic market (by valug), despite
expenencing loss of market exclusvity In the US in June Genenc
growth across the carbapenem class is anticipated over the next
12 months following the patent expires for Merrem/Meronerm in
Europe and the US

Cubicin™ 1s used for the treatment of senous Gram-positive
nfections in hospitalised patients and 1s sold by AstraZeneca In
selected termtones in Asia, Europe and the Middle East

In the pipeline

Zinforo (ceftaroling) 1s a novel injectatle cephalosponn with the
potential to provide coverage against Gram-positive organisms and
commoenly susceptible Gram-negative organisms associated with
community-acquired bactenal pneumonia (CABP) and complicated
skin and soft tissue infections In particular, ceftaroling 1s active
aganst methicilin-resistant staphylococcus aureus (MRSA)
Ceftaroline 1s being developed in callaboration with Forest and it
recewved FDA approval for ceftaroline in October for the treatment of
acute bactenal skin and skin structure infections and CABP caused
by designated susceptible bactena Forest will use the brand name
Teflare™ (ceftaroling) in the US AstraZeneca is responsible for
registration and marketing outside the US, Canada and Japan and
filed an MAA for the 27 member states of the EU in December We
expect to make further submissions In other junsdictions dunng 2011

AstraZeneca Annual Report and Form 20-F Information 2010

In the first half of 2010, we completed the acquisiion of Novexel

and we are working with our partner, Forest, on future jont global
development programmes, Including CAZ-104 (a combination of
ceftazidhme and NXL-104) CAZ-104 is currently in Phase Il evaluation
for the treatment of complicated intra-abdormnal nfection and
complicated unnary tract infection and a decision whether to
proceed into Phase Il will be taken dunng 201

To meet the high and growing need for new and better therapies
for resistant bactenal infechons we have built an anti-bactenals
discovery capabiity which will ensure that AstraZeneca has the
resource to create novel mechanism ant-bactenals Out of this
work, a candidate ant-bactenal drug, AZD9742, with a novet
mecharism of action, completed Phase | testing late in 2010 and
Phase || plans are under evaluation A second candidate anti-
bactenal drug, AZD&08G, ts expected to enter Phase 1 in the first
half of 2011

Respiratory syncytial virus

Approximately half of all nfants are infected with resprratory
syncytial virus (RSV) dunng the first year of life and nearty all children
n the US have been infected by the tme they reach ther second
birthday Premature babies (earlier than 36 weeks gestational age,
especially those less than 32 weeks) and babies with chronic lung
disease or congenital heart disease are at increased nsk of
contracting severe RSV disease than full-term healthy babies

Our focus

Qur key marketed products

Synagrs 1s used for the prevention of senous lawer respiratory tract
disease caused by RSV in children at high nsk of the disease It was
the first MAb approved in the US for an iInfectious disease and has
become the standard of care for RSV prevention Synagrs remains
the only immunoprophylaxis in the marketplace indicated for the
prevention of RSV in pagdiatnc patients at high nsk of RSV Synagis
15 administered by intra-muscular injection

In the pipeline

Motavizumab 1s an investigational MAD that was being considered
to help prevent RSV disease In December, we discontinued further
development of motanzumab for the prophylaxis of senous RSV
disease and requested the withdrawal of the biological license
apphcaton (BLA} which was pending at the FDA As a result of this
decision, AstraZeneca incurred a financial imparment charge of
$445 milion Although we have discontinued certain motawzumab
davelopment paths and withdrawn the prophytaxis BLA from the
FDA, motavizumab remains in development for RSV treatment
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We are developing & live infranasal vaccine for the prevention of
lower respiratory tract liness caused by RSV in otherwise healthy
infants Two vaccine candidates are in clinical development
MEDI-559 and MEDI-534

influenza virus

Influenza s the most commen vaccine-preventable disease in the
developed world According to WHO estimates, seasonal influenza
results i three to five milkon cases of severa illness and up to halfa
million deaths globally each year, primarnly among the elderty Rates
of nfection are hughest among children, with school-aged children
significantly contnbuting to the spread of the disease Influenza also
has socio-economic conseguences related to both direct and
indirect healthcare costs, including hospitalisations, work absence
and loss of work productivity when etther a caregiver or child is
sick with influenza

Our focus

Our key marketed products

FluMist 1s a tnvalent live, attenuated nasatly delivered vaccine
approved for the prevention of disease caused by influenza virus
subtypes A and B in eligible children and adults FlubMist 1s now
approved for elgible individuals in the US, South Korea, Canada,
Hong Kong, israel, Macau and Brazil

In the pipetine

We are developing a quadrvalent Iive, attenuated mfluenza vaccine
to include a fourth wirus strain to provide additional seasonal
protection and are expecting to submit the BLA for regulatory
approval In the US in 2011

In October, Fluenz {the trade name for FluMist In the EU} recerved a
positive opinion in the EU from the CHMP for marketing the product
in Europe for chitdren from 24 months to less than 18 years of age
The Committee’s positive opinion 1s now referred for a final decision
by the European Commission, which is anticipated in early 2011

Sepsis

Sepsis 1s a life-threatening condrtion resutting from uncontrolled
severe Infechions I remains a significant problem in medical
managerment, with approximately three mitlion annual wordwide
ncidents and a 30% mortalty rate Current treatment options for
patierts with severe sepsis or septic shock are extremely limited
and, although industry pipelines are focused on the development of
products specifically for registration for the treatment of sepsis or
septic shock, there are few products i late stage development

In the pipeline

The development proegramme for AZD9773 (formerly known

as CytoFab™), an anti-TNFa polycional antibody, our potential
treatment for severe sepsis licensed from Prothencs Inc (now part
of the BTG plc group), continues in Phase It development with the
intiation of a global Phase Ilb tnal in Cctober We also submitted a
separate Phase |l study of AZD9773 in Japan AZD9773 has the
potental to be one of a hmited number of medicines specificaltly
developed for patients with severe sepsis

Tuberculosis

Tuberculesis (TB) remains a worldwide threat and is newly
diagnosed in over eight mllion people worldwide every year lItis
one of the greatest causes of death from infectious disease In the
developing world

Qur tocus

As part of our commitment to make a contnbution {0 Improving
health i the developing world, we are workang to find new,
improved treatments for TB We have a dedicated research facility
in Bangalore, India focused on finding drugs that will act on
mult-resistant strains, will simplify the treatment regume {current
regimes are complex and lengthy, mearing many patients gve

up before the infection is fully treated) and will be compatible with
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HIV/AIDS therapies (TB and HIV/AIDS form a lethal combination,
each speeding the other's progressy Over 80 scientists In
Bangalore work closely with our infection research centre in Boston,
US as well as with academic leaders in the field, and they have full
access to all AstraZeneca's platform technologes, such as ‘high
throughput screening’ and compound libranes

TE remains a complex research area in which collaborations play
avery mportant role This year, a discovery collaboration was
signed with the Global Aliance for TB Drug Development towards
progressing suitable compounds through to the lead ophimisation
stage Additionally, we were awarded a Wellcome Trust grant under
the 'R&D lor Affordable Healthcare in India’ instiative, which will be
used to identify novel lead molecules for the treatment of TB

Our most advanced programme, AZD5847 {a novel oxazoldinone
antibiotic), continues in Phase | studies, although single- and
multiple-ascending dose studies in healthy volunteers are complete

Financial performance 2010/2009

Performance 2010

Reported performance

Infection sales were down 17% to $2,176 million from $2,631 million
in 2008

Performance — CER growth rates

Infection sales were down 18% as the sales of the HIN1 pandemic
inflienza vaccine in 2009 were not repeated in 2010 There were
only $39 millon of sales recorded in 2010 for US government orders
for the HIN1 pandermic influenza vaccine These sales were
recorded In the first quarter of 2010 and compare with $389 milion
of sales n 2009 This strain has now been incorporated into the
traditional seasonal influenza vaccing

FluMist sales were $174 milion, a 20% increase over last year

Global Synagrs sales were down 4%, with sales in the US down
17% to $646 million being partially offset by strong growth in
Western Eurcpe where sales were up 31% to $392 million

Performance 2009

Reported performance

Total Infechon sales mncreased by 7% 1o $2,631 milion H1N1
pandemic influenza vaccine sales were $389 million

Performance — CER growth rates

Infection sales were up 10% This was driven by sales of

$389 million for the HiN1 pandemic influenza vaccine to the

US gavernment and continued growth in Merrem/Meronem (5%}
and Flubist {39%), which more than offset the 12% decline in
Synagis sales

Worldwide sales of Synagrs in the fourth quarter were $401 million,
a 21% decrease from the same penod in 2008, dnven by a
decrease of 31% of US Synagis sales for the fourth quarter This
dechine in the US was a result of the adoptron of new guidelines
published by the Amencan Academy of Pediatncs restnciing the
usage of Synagis at the start of the 2009/2010 RSV season

FluMist sales wera $145 million for the full year

AstraZeneca Annual Report and Form 20-F Information 2010




Neuroscience

$137bn

The neuroscience world market totals $137 billion

Therapy area world market

{MAT/Q3/10) ($bn)
5.2 Market sectors
604 B Psychuatry
B Neurclogy
M Analgesia
B Anaesthesta
In brief

> Total Seroquel sales up 9% to $5 3 billion

> in August, the European Commussion approved Serogquel XR as
an add-on treatment of major depressive episodes in patients with
major depressive disarder (MDD) who have had sub-optimal
response to anti-depressant monotherapy

> Seroquel XR submissions for generalised anxety disorder (GAD)
were withdrawn in the US in July and from the European Mutua!
Recognition Procedure in October

> The first patients were enrolled in the MDD Adjunct Phase Il chrucal
development programme for TC-5214, a neuronal nicotirg receptor
modulator, being developed with Targacept, in June

> In Apni 2010, the FDA approved Vimove (naproxen/esomeprazole
magnesiumy for arthntis patients at nsk of developing NSAID-
associated gastric ulcers In October, EU approval was receved for
Vvimova for the symptomatc treatment of osteoarthritis, rheumatod
arthnhis and ankylosing spondylitis In patients who are at nsk of
developing NSAID-associated gastnc and/or duodenal ulcers and
where treatment with lower doses of naproxen or of other NSAIDs
18 not considered sufficient

> As previously disclosed, in 2010, AstraZeneca reached a cvil
settlernent with the US Attorney's Office (Department of Justice)
and the state attorneys general National Medicaid Fraud Control
Unit (NMFCU) to resolve an investigation relating to the marketing of
Seroquel, pursuant to which AstraZeneca paid to the United States
Federal Government a fine of $302 million plus accrued interest and
to participating states a proportional share of up to $218 million

AstraZeneca Annual Repart and Form 20-F Information 2010

plus accrued interest In September, AstraZeneca entered into
indvidual settlement agreements with 41 states and Washington,
DC for an aggregate amount of approximately $210 milion

> In 2010, AstraZeneca reached agreements in principle on monetary
terms with attoreys representing 24,591 Seroquel product hability
claimants AstraZeneca has made provisions in the year totaling
$592 milion In respect of the ongoing Seroguel product lability
ibgation and state attorney general nvestgatons into sales and
marketing practices in the aggregate For further details relating
to Seroquel product hability clams and state attorney general
investigations into Seroquel sales and marketing practices, see
Note 25 to the Financial Staterments from page 178

> In January 2011, the US Distnet Court for the Distnct of New Jersey
scheduled a tnal date of 3 October 2011 n the consoiidated seven
ANDA patent Itigations relating to Seroquel XR The District Court
also entered a stipulahon and consent order concerming US Patent
No 4,879,288 (the '288 patent), one of the two patents-in-suit,
staying Iitigation between AstraZeneca and Handa
Pharmaceuticals, LLC {Handa) concerning the '288 patent, untl
and including 26 March 2012, the date AstraZeneca’s paediatnc
exclusmty relating 1o its '288 patent exprres  After expiration of the
stay, AstraZeneca’s infnngement claims against Handa relating
to the '288 patent, and Handa’s refated counterclaims, will be
dismissed as moot Under the stipufation, Handa agrees not to
engage in the commercial safe of its genenc extended release
quetiapine fumarate products until after 26 March 2012

Our marketed products

> Seroquel IR (quetapine fumarate) 1s an atypical anti-psychotic
drug generally approved for the treatment of schizophrenia
and bipotar disorder {mania, depression and maintenance)
Seroquel XR (an extended release formulation of quetapine
fumarate} 1s generally approved for the treatment of schizophrenia,
bipolar disorder, MDD and in some territones for GAD Approved
use for Seroquel IR and Seroquel XA vanes based on terntory

> Vimowo (naproxen/esomeprazole magnesium) s a fixed-dose
combinahion of entenc-coated naproxen (an NSAID) with the
gastroprotechion of immediate release esomeprazole (a proton
pump inhibitor) approved for the relief of signs and symptoms of
osteoarthntis, rheumatold arthntis and ankylosing spondylitis, and
to decrease the nsk of developing gastnc ulcers in patients at nsk
of developing NSAID-assoclated gastne ulcers

> Zomug (zolmitnptan) s used for the treatment of migraines with
or without aura

> Duprivan (propofol) 1s an intravenous general anaesthetic used
in the induction and maintenance of anaesthesia, ight sedation
for diagnostic procedures and for intensive care sedation

> Naropn (ropivacaing) s used as a long-actng local anaesthetic,
replacing the previous standard treatment of bupivacaine

> Xylocarmne (idocaine) 1s a widely used short-acting local
anaesthetic

> EMLA {idocaine + prlocaineg) 1s used as a local anaesthetic for
topical apphication

Therapy Area Review Noeurcscience 61
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Qur financial performance

World us Wastern Europe Established ROW Emerging Markats Proxr year
Reported CER Reported Reported CGER Raported CER Reported CER ‘Workd]
Sales growth growth Sales  growth Salea growth growth Sales growth growth Sales growth growth sales
2010 Sm % % $m % $m % % $m * % $m % % $m
Seroquel IR 4,148 (U] {1} 3,107 1 560 {14) (11} 223 10 1 258 7 - 4,171
Seroquel XR 1,154 66 67 640 87 359 30 36 61 85 67 94 114 109 695
Local
Anaesthetics 605 1 1} 29 {28) 265 4) {1} 186 9 m 125 13 8 599
Zomig 428 [L)] {2} 176 (3) 172 4} 2) 69 17 & " {15) {23} 434
Diprivan 322 " 8 45 - 50 {19) (16} 76 29 20 151 22 17 290
Cthers 47 2) {4) [ {25) 27 (7) {7} 3 - - L) 38 25 48
Total 6,704 7 7 4,003 -] 1,433 {3} - 618 17 7 650 20 14 6,237
2009
Seroquel 4,866 9 12 3,418 13 928 9 17 236 (24) {24) 286 3] 18 4452
Local
Anaesthetics 599 (1) 4 a0 18 277 {4) 3 171 5 4 11 0] 5 605
Zarmg 434 )] - 182 {3) 180 {5) 3 59 2 2 13 {7) 448
Dipravan 290 4 6 45 15 62 {19) (14) 59 = {7 124 20 268 278
Cthers 48 {i1) {4) 8 {11) 29 (12) 3) 3 {25) (25) 8 - 13 54
Total 6 237 7 10 3,691 12 1,476 2 10 528 {11) {12 542 5 18 5837

Our strategic objectives

There is stil significant unmet medical need In the areas of chrome
pain, cognitive disorders and other senous central nervous system
disorders Our am ts to strengthen our position in peuroscience
through further growth of Seroquef IR and Seroquel XA and to
discover and develop new drug candidates with meaningful
therapeutc advantages pnmanly in Alzheimer's disease, pan
control and cognition

Psychiatry

The depression market I1s cumrently dominated by selective
serotonin re-uptake inhibitors and serctonin norepinephnne
re-uptake inhibitors  With increasing payer pressure and the need
to demonstrate clear value, new medicines must etther show
supernor efficacy over current treatments, or clear efficacy in
well-defined patient segments, such as treatment-resistant
depression As growth in the US slows, the Japanese and other
Asian markets continue to expand due to increased diagnosis and
use of pharmacological treatments in response to both targeted
govemment programmes and wider acceptance of
pharmacological treatments for depression

We continue to pursue projects in chinical development aiming to
address present unmet medical needs While no further internat
discovery projects, beyond support to existing development
projects, are planned, we continue to pursue additional
oppertunities through external albances

Qur focus

QOur key marketed products

Seroguel IR 15 an atypical anti-psychotic drug with anti-depressant
properties It 1s approved for the treatment of schizophreria and
bipolar disorder (mania, depression and maintenance} its overall
chinical efficacy and tolerabilty profile make 1t one of the leading
atypical anti-psychotics in terms of global value share in the atypical
ant-psychotic market segment

To date, Seroguel XR has been approved in 72 countres for
schizophrenia, 57 countnes for bipolar mania, 49 countnes for
bipolar depression, 33 countnes for bipolar maintenance, six
countnes for major depressive disorder (MDD) and three countries
for generalised anxety disorder (GAD) Following referral to the
CHMP, Seroquel XA was approved as an add-on treatment for
major depressive episodes in patients with MDD who have had
sub-optimal response to anti-depressant monotherapy The first EU
approvals were granted in August and launches have already
occurred in key markets such as Germany and the UK Local

62 Therapy Area Rewiew Naouroscience

approval processes continue to progress in the remaining EU
member states that took part in the onginal Mutual Recognition
Procedure with other EUJ member states to follow

The Seroquel XA GAD submisstons were withdrawn in the US
i July and from the European Mutual Recognition Procedure:
n Qctober

In the pipeline

With our development partner, Targacept, we have commenced
the Phase (Il cinical development programme for TC-5214, a
neuronal nicotinic receptor modulator The programme is designed
to support filng of an NDA in the second half of 2012 for TC-5214
as an adjunct treatiment for MDD in patients with an inadequate
response to 1st hne anti-depressant treatment An MAA In Europe
1s currently planned for 2015

Decisions on the further development of AZD20686 will be
determined following subsequent analyses of data from a Phase Il
study in depression AZDS765 remains n Phase Il development to
address the needs of patients with severe treatment resistant
depression Development of AZD6280, AZD8418 and AZD7268
has been discontinued

Anzlgesia and anaesthesia (pam control)

The small number of currently approved products in the neuropathic
pain market will become genenc between 2014 and 2017 However,
few new products are iIn development and the unmet medical need
for improvermnents in both efficacy and tolerability 1s such that the
market remains highly attractive in Asia, neuropathic pain drugs are
gaming approval, shifting cultural and medical treatment bamers

It 15 believed that advances in the understanding of the mechanisms
which lead to neuropathic pain will allow for improved patient
segmentation, potentially ncreasing the success rate of research

in this cenditicn

The chronic nociceptive pain market, ncluding ostecarthntis (OA)
and chronic low back pain, 1s steadly growing due to ageing
populations combined with longer Iife expectancy across all regions,
including Asta Opiods are constdered the gold standard for
efficacy for moderate to severe pan across pain segments
However, opioid pain control comes with unwanted side effects
such as bowel dysfunction There remans a ligh unmet medical
need for products that enable continued opioid pain control by
reducing or eliminating side effects Led by the anti-nerve growth
factor MAbs, biologics are an emerging treatment option for pan
control and this 1s an area in which we have an active interest
through our biclogics capabilities

AstraZeneca Annual Report and Form 20-F Information 2010




Our focus

Qur key marketed products

Vimovo (naproxen/esomeprazole magnesiumy), co-developed

by AstraZeneca and Pozen Inc , 1s a fixed-dose combination of
enterc-coated naproxen {an NSAID} with the gastroprotection

of immediate release esomeprazole (a proton pump inhibitor)
approved for the relief of signs and symptoms of OA, rheurnatod
arthntis (RA), and ankylosing spondylitis (AS), and to decrease the
nsk of developing gastnc ulcers in patients at nsk of developing
NSAID-associated gastric uicers Following approval by the FDA
in Apnl 2010, Vimovo was launched in the US in July

In October 2009, AstraZeneca filed an MAA in the EU via the
Decentralised Procedure and in October 2010, receved positive
agreement for approval in 23 countnes. Vimovo 1s indicated for the
symptomatic treatment of OA, BA and AS in patients who are at nsk
of developing NSAID-associated gastne and/or ducdenal ulcers
and where treatment with lower doses of naproxen or of other
NSAIDs 1s not considered sufficient Each EU member state 1s now
pursung pricing and reimburserment and national approvals

In the pipeline

NKTR-118, an cral penpherally-acting opioid antagonist, Is in clinical
development for the treatment of opioid-induced constipation (QIC),
which is the key gastrointestinal (G) side effect of opioid treatment
for pain, and for which there are rmited therapeutc treatment
options Data from a Phase Il study demonstrated that oral NKTR-
118 improved lower Gl dysfunction by increasing the frequency of
bowel movements i patients with OIC, while smultaneously
preserving opind-mediated pain relef The NKTR-118 Phase Il
programme 1§ planned to start n the first hatf of 2011

AZD2066 has progressed through Phase lla studies and AZ02423
has progressed into Phase lla studies for the treatment of
neuropathic pain

Cogmition

Alzheimer's disease (AD) remains one of the largest areas of unmet
medical need and also one of high nsk for neuroscience product
development, due in part to the challenges of establishing efficacy
in clinical studies Current treatments, which doctors consider
inadequate, target the symptoms, not the underying cause, of the
disease This area continues to grow, but all existing marketed
treatments will face patent expiry by 2015 Disease modification,
delvered through biclogics and/or small molecule treatments, 1s
clearly the hope for AD patients Along with better chagnostics,

it 18 expected to allow for earler intervention and better clinical
outcomes, but the first wave of disease modifiers is still several
years away

Attention deficit hyperactvty disorder {ADHD) affects 22 rmillion
children worldwide’ {as well as several millon adutts) While there
are a number of treatments avallable today, which work well for
many of these young patients, they also carry certain nsks because
a great mayonty of them are stmulants {mostly amphetarnines and
methyiphemdate) We continue to work on treatment options that
would offer strong efficacy wathout the challenges that current
treatments bnng or which would target symptoms not addressed
by today’s medications We also hope to offer new options to
adutt ADHD patients, many of whom remain undiagnosed or
untreated today

inthe pipeline

The current portfolio of potential medicines in this area ncludes
three compounds in Phase || develepment for AD, ADHD and
cogruiive disorders In schizophrerva (CDS) In addition to developing
molecules for cogritive disorders, we continue to progress one
developrnent phase molecule for the treatment of other
neurodegenerative diseases.

! Decision Rescurces 2008
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Through our collaboration with the Karohnska Institute in Sweden,
the Banner Alzhermer’s Institute in the US, the National Institute of
Radiclogical Sciences in Japan and others, cur R&D capabitities
" positron emission fomography (PET) imaguing of the human
brain continue to progress AstraZeneca’s amylord PET ligands may
enable us to detect AD early and to assess drug effects n AD We
have discovered and taken into patent stuckes one F-18 and two
C-11 amyloid PET hgands which are being developed as research
biomarkers Additionally, collaboration with the Mental Health
Research Institute In Australia 1s ongoing to develop new ways

of identfying AD patients at early stages of the disease

Compounds in Phase Il development include products denving
from our relationship with Targacept (AZD3480, AZD1446 and the:
option compound TC-5619) AZD3480, an a4A2 neuronal nicotinic
receptor {NNR}) agorist, 1s currently in Phase |l chinical testing n
ADHD In 2009, Targacept announced top-line results from a Phase
lla ADHD study in which the pnmary outcome measure was met
Non-clinical assessment of therapeutic margin 1s ongoing, with a
decision whether to advance as a treatment for ADHD expected in
the first quarter of 2011 AZD1446, ancther «4B2 NNR agonust, 1s in
development for AD but it 1s not progressing in ADHD due to falure
to meet the primary outcome measure in a recent Phase lla study
inadult ADHD The option compound from Targacept, TC-5619

(an a7 NNR agonist), 1s n Phase lla studies in CDS and ADHD

and studies are in the process of being designed for AD
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Financial performance 2010/2009

Performance 2010

Reported performance

Neuroscience sales were up 7% to $6,704 mulion, up from
$6,237 milion in 2009

Performance — CER growth rates
Neuroscience sales were up 7%

Seroquef sales were up 8% to $5,302 million, with Seroquel XR
sales up 67% to $1,154 million, partally offset by a 1% decline in
Seroquel IR sales to $4,148 milion US sales of Seroque! were
$3,747 million, 10% ahead of last year, with Seroquel XA sales
up 87% to $640 millon and Seroquel IR up 1% to $3,107 million
For 2010, Seroquel sales outside the US increased by 7% to
$1,555 million

Performance 2009

Reported performance

Neuroscience sales grew by 7% to $6,237 mullion in 2009 from
$5,837 million in 2008

Performance — CER growth rates
Neuroscience sales grew by 10% to $6,237 million from
$5,837 mllion last year

US sales for Seroque! were $3,416 milfion, 13% ahead of iast year
Seroquel sales outside the US increased by 8% to $1,450 milion
Cutside the US and Canada, value and volume growth for Seroquet
were well ahead of the atypical anti-psychotic market

Sales of Zomg were down 3% in the US to $182 millon Sales
outside the US were up 3% to $252 rmulion
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Therapy Area Review

Oncology

$53bn

The world market value for cancer therapres i1s $53 billion
and continues to grow

Therapy area world market
(MAT/Q3/10) ($bn)

Market sectors

B Chemotherapy

B Homonal therapies
B Monoclonal antbodies
B Small molecule TKls
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In brief

> Anmidex sales down 22% to $1 5 bilkon, impacted by patent expiry
in the US in June However, market exclusivity has been extended
in many EU markets from August 2010 to February 2011

> Zoladex sales $11 bilhon, unchanged from the previous year

> Casodex sales $579 million, down 34%, as a result of generic
competition In the US, Western Eurcpe and Japan

> Iressa sales $393 millon, up 28%, having been faunched in the EU
as the first approved personalised medicine for the treatment of
adults with locally advanced or metastatic non-small cell lung
cancer (NSCLC) with activating mutations of the epidermal growth |
factor receptor-tyrosine kinase (EGFR-TK) tn January 2011,
AstraZeneca informed the FDA that it wiil be withdrawing the '
accelerated approval NDA for fressa

> Vandetanib has been submitted for regulatory approval for the
treatment of unresectable, locally advanced medullary thyrod
cancer In the US and the EU In January 2011, the FDA extended
the tme to cormplete its review of the vandetanib NDA by three
months to 7 Apnl 2011

> Recentin {cediranib) did not meset its pnmary endpoints in two
pivotal studies examining cediranib in 1st Iine metastatic colorectal
cancer (mCRC) and a third pivotal study in recurrent glioblastorna
{rGBM) and therefore no regulatory subrmissions will be filed in
1st ine mCRC or rGBM However, studies continue in NSCLC

> Zbotentan (ZD4054) did not demoenstrate a significant improvement
in overall survival in a Phase Il study in patients with metastatic
castration resistant prostate cancer (CRPC) Therefore, no
regulatory subrmissions for zibotentan ars planned at this tme
However, clinical studies continue in other CRPC settings

> Clapanb (AZD2281} 1s in ongoing Phase |l studies for the treatment
of certain types of breast and ovanan cancer and a decision in
relation to Phase |l studies has been delayed until later in 20t1

Our marketed products |

> Anmudex (anastrozole) 1S an aromatase inhibitor used for the
treatment of earty breast cancer

> Zoladex (goserelin acetate implant), n one- and three-month
depots, 1s a luteinising hormone-releasing hormone agenist used
for the treatment of prostate cancer, breast cancer and certain
benign gynaecological disorders

> Casodex (bicalutamide) 1s an anti-androgen therapy used for the
treatment of prostate cancer

> Iressa (gefitnib) 1s used as an EGFR-TK inhibitor that acts to block
signals for cancer cell growth and survival in NSCLC

> Faslodex (fulvestrant) 1s an injectable oestrogen receptor
antagonist used for the treatment of hormone receptor-positive
metastatic breast cancer for post menopausal women whose
digease has spread following treatment with an anticestrogen
medicing

> Nolvadex (tamoxifen citrate) remains a widely used breast cancer
treatment outside the US

AstraZeneca Annual Report and Form 20-F Informaton 2010




Our financial performance

World us Westorn Europe Established ROW Emerging Markets Prior year
Raportad CER Reported Reported CER Reported CER Reported CER World
Sales growth growth Sales growth Sales growth growth Sales growth growth Sales growth growth saleg
2010 $m % % $m %o $m % % $m o % $m i % $m
Anmidax 1,512 {21) {22) 494 {44) 580 {7) 4 287 10 2 151 {3} {6) 1,921
Zoladax 1,115 3 - 46 {15) 276 {19) {17} 451 8 - 342 24 23 1086
Casodax 579 (31) (34) 16 {89) 13 {39) (37 347 (t4) {18) 103 (6} @) 844
lrassa 393 32 28 4 {20) 49 600 643 182 15 9 158 24 20 297
Others 446 21 21 161 27 135 14 19 61 9 4 89 29 25 370
Tota! 4,045 (10) {12) 21 {41) 1,153 {10} [44] 1,328 3 (4) 843 15 12 4,518
2008
Anmdax 1921 3 7 878 16 626 23] - 261 5 — 166 8) 3 1857
Zoladex 1,086 5) - 54 (25) 341 {10} 1 416 6 - 275 (5) 6 1,138
Casodex 844 {33) {34} 148 (49) 185 (60} (56) 402 ] 5 109 12) {1} 1,258
irassa 287 12 8 5 (29) 7 250 250 158 22 g 127 1 4 285
Others 370 {15) (13) 127 {37) 118 2 9 56 4 (7) 69 B 20 436
Total 4518 {9) {7) 1212 {9) 1,277 22 (i5) 1,283 7 {1} 736 5 5 4954

Our strategic objectives

We am to buld on our position as one of the world feaders in
cancer treatment established with brands such as Anrmidex and the
growing brands Fasfodex and fressa Qur future growth will be
dnven through targeting the nght treatments, both small molecules
and biologics, to the nght patients, using companion diagnostics
where appropnate This approach 1s dming the growth of ressa
and is a key focus 1n the development of our early stage portfolio

Our focus

Qur key marketed products

Anrmidex, first launched in 1995, remans the leading hormonal
therapy for patients with earty breast cancer globally This success
15 largely based on the extensive long-term efficacy and safety
results of the ATAC study, which showed Anmrdex to be significantly
supenor to tamoxifen at preventing breast cancer recurrence

during and beyond the five-year treatment course In Europe,
supplementary protection certficate extensions were applied for
under the EU paediatnc regulation and subseqguently granted in all
12 applicable EU countnes, including France, Germany, ltaly and the
UK The extenston provtdes for an additional six months of market
exclusmty from August 2010 to February 2011

Fasiodex 500mg 1s now approved in the EU and the US, replacing
the 260mg dose for most patents 1t offers an additional, more
efficactous, hormonal therapy option for patients with hormone-
receptor positive advanced breast cancer, delaying the need for
cytotoxic chemotherapy It is gven by once-monthly injections and
15 approved for the 2nd line treatment of hormone-receptor positive
advanced breast cancer in post-menopausal women In other
markets where 250mg 1s approved, plans are in place 16 replace
the dose with 500mg and, in markets where Faslodex 1s not
approved, plans are to seek approval for the 500mg dose as the
first registration

Casodex and Zoladex are both leading endocnne therapies for the
treatment of prostate cancer Casodex Is used as a 50mg tablet for
the treatment of advanced prostate cancer and as a 150mg tablet
for the treatment of locally advanced prostate cancer

Zoiadex, a luteimising hormone-releasing hormone (LHRH) agorust,
1s approved in 120 countnies for the treatment of prostate cancer,
breast cancer and certain berugn gynaecological disorders In
non-metastatic prostate cancer, Zoladex has been shown to
improve overall survival, both when used in additon to radical
prostatectomy and when used in addition to rackotherapy

In breast cancer, Zolfadex 1s widety approved for use In advanced
breast cancer in pre-mengpausal women In a number of countnes,
Zoladlex 1s also approved for the adjuvant treatment of early stage

AstraZeneca Annual Report and Form 20-F Information 2010

pre-menopausal breast cancer as an altemative to and/orin
addition to chemotherapy Zoladex offers proven survival benefits
for breast cancer patients with a favourable tolerability profile
Competition in the LHRH agorist market 1s expected to ncrease
in Europe dunng 2011, with further launches of genenc goserehn
(the actva Ingredient In Zoladex)

fressa 1s approved in 78 countnes and is one of the leading
epidermal growth factor receptor-tyrosine kinase ([EGFR-TK)
inhibitors w Japan and the Asia Pacific region where it 1s marketed
for pre-treated advanced non-smalt cell lung cancer (NSCLC)
Cutside the EU, indications are being sought or expanded from
the pre-treated setting to include 1st ine patients whose tumours
harbour activating mutations of the EGFR-TK inhibitor

Mature data from the IPASS study showed that overall survival

was simitar between lressa and carbopfatin/pacitaxel (doublet
chemotherapy) and confirmed that iressa may be a potential aption
for the 1st kne treatment of EGFR mutation positive patients with
advanced NSCLC In the EU, /ressa has been launched as the first
personalised medicine for the treatment of adults with locally
advanced or metastatic NSCLC with actrvating mutations

In January 2011, AstraZeneca informed the FDA that it will be
withdrawing the accelerated approval NDA for fressa, effective

30 September 2011 AstraZeneca does not plan to pursue approval
for lressa In the US

In the pipeling

Vandetanib blocks the development of a turnour's blood supply
{ant-angiogenesis) influencing the growth and survival of the tumour
itsetf (RET- {rearranged during transfection) and anti-EGFR-kinase
activity) Vandetanib 1s under regulatory review in the US and the
EU for the treatment of patients with unresectable, locally advanced
medullary thyroid cancer (MTC) The FDA had granted pnonty
review status for the NDA and set a Prescnption Drug User Fee Act
{PDUFA} action date of 7 January 2011 However, as part of the
review process in the US, the FDA required that we submit a Risk
Evaluation and Miigation Strategy (REMS) A proposed REMS

was submitted by AstraZeneca in December 2010 and the FDA
accordingly extended the onginal PCUFA date by three months to

7 Apnl 2011 The submissions are supported by the results from the
ZETA Phase lll study which showed that treatment with vandetanio
signuficantly extended progression-fres survival (PFS), the pnmary
endpoint of the study, in patients with advanced MTC Results from
a Phase Il study also showed that vandetanb significantly improved
PFS, when compared to placebo, for patients with locally advanced
or metastatic papifary or folicular thyroid cancer
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Therapy Area Review

Recentin {cedirantb) 1s an ant-angiogenic compound being
evaluated across a range of tumour types The outcomes of two
pivotal studies examining cediranib in 1st ine metastatic colorectal
cancer (NCRC) were reported in the first half of 2010 and a third
pivotal study in recurrent glioblastorma fGBM) was reported in July
The tnals suggest that cediraniby has clirical actwty but imited
chrical utility in these settings AstraZeneca does not intend to file
regulatory submissions in 1st ine mCRC or rGBM There are
ongoing Phase [l studres in NSCLC and other sohd tumours

Zibotentan (ZD4054) 1s an oral once-daily potent and specific
endothelin A-receptor antagonist Data from a randomised Phase |l
study suggested that zibctentan 10mg had the potential to improve
survival with a generally well tolerated safety profile in men with
metastatic castration resistant prostate cancer (CRPC) However,
data from a Phase Il study in the same population did not show

a significant improvement in overall survival Therefore, no regulatory
submissions for zibotentan are planned at this time The full

results of thesa studies are expected to be published in 2011

The remaming Phase lll ENTHUSE studies, mvestigating efficacy

in metastatic CRPC in combination with docetaxel, and in
non-metastatic CRPC, are ongoing

Olapanb (AZD2281) 15 an oral poly-ADP-nbose-polymerase
nhibitor, a new class of drug which potentially offers an nnovative
therapeutic approach to treating cancers by targeting weaknesses
in DNA repair inherent n many tumour cells Olapanb 1s currently
being evaluated in Phase Il studies for the treatment of certain
types of breast and ovanan cancer Progression to Phase Il studies
has been delayed while a patient-fnendiy formulation 1s under
investigation A decision on Phase lll studies will be taken in 2011
when the new formulation becomes available

Our early encology pipeling ncludes a range of novel compounds
that target signalling pathways believed to be pivotal in cancer cell
growth and survival, tumour immunology and DNA reparr
mecharnisms AZD8331, a pan-erb kinase inhibitor, has commenced
Phase |l testing targeting the treatment of metastatic breast cancer
Alsc in Phase [l 1s AZD6244, a potent MEK (mitogen-activated
protein kinase 1) inhibitor icensed from Array BioPharma, Inc,
which has shown biological activity in both lung cancer and
melanoma The Phase | combination studies for AZD6244 with the
Merck AKT inhibitor, MK22086, are neanng completion with tumour
specific Phase Il studies planned for 2011

AZDBOSS, AZD7762, AZD1480 and AZD4547 are all completing
Phase | studies while AZD3514, AZD2461 and AZD5363 all entered
Phase | chinical tnals this year In September, we entered into a
collaboration with Cancer Research UK to conduct Phase | testing
of AZD3865, an inhibrtor of cancer cell metabolism In June,

we entered INto a partnership with Dainippon Sumitomao for the
co-development through Phase | of AZD3016, an mmune modulator

We are also developing potential new cancer drugs using a vanety
of biologic approaches Cur nvestigational biologics are directed
towards molecular targets with a strong role in cancer progression
and incorporate Innovative technologies, providing the potental to
elminate cancer cells n more effective ways Within biologics,

we continue to progress a discovery and clinical pipeline that 1s
balanced across different anti-tumour approaches, including
impacung cancer cells directly (growth factor and survival signalling),
modulating the blood supply that tumours need to grow (vascular
modulation} and activating a patient's own immune system to
eliminate cancer cells immune-mediated killing)

€6 Therapy Area Review Oncology

Qur biclogics prpeline Includes investigational treatments for
cancers of the blood as well as for a vanety of solid tumours

We currently have five nvestigational drugs in Phase | tnals which
are currently planned to progress to Phase I studies in 2011
Additional drug candidates are expected to begin Phase | tnals

in 2011

Fiancial performance 2010/2009

Performance 2010

Reported performance

Oncology sales were down 10% to $4,045 milhon compared with
$4,518 milion in the pnor year

Performance — CER growth rates
Oncology sales were down 12%

Sales of Anmidex were down 22% This was mamly due to sales in
the US which were down 44% to $494 millon, reflecting the inroads
made by generics since therr approval at the end of June Anrmidex
sales outside the US were down 3% to $1,018 malion

Casodex sales were down 34% with sales in the US down 89%
o $16 milion as a result of genenc competition that began in the
third quarter 2009 Sales cutside the US were also down 22% to
$563 million

Iressa sales increased by 28% to $383 miflion, mcluding $49 mullon
of sates in Western Europe Sales i Japan were up 8% Salesin
Emerging Markets were up 20%, including a 23% increase in China

Faslodex sales for the full year ncreased by 35% in the US and
grew by 32% outside the US

Performance 2009

Reported performance

Oncology sales decreased by 9% to $4,518 million down from
$4.954 million i 2008

Performance = CER growth rates

Oncology sales were down 7% Anmidex sales were up 7% to
$1,921 millon In the US, Anmidex sales were up 16% to $878 million
Qutside the US, sales were unchanged at $1,043 milion

Casodex sales decreased by 34% to $844 million, with sales in the
US down by 49% and sales outside the US down by 29% due to
continued erosion from generic competition

AstraZeneca Annual Report and Form 20-F Information 2010




Respiratory & Inflammation

$58bn

The prescnption respiratory world market value 15 $58 billion

Therapy area world market
(MAT/Q3/10) ($bny)

Market sectors
B Asthma

W COPD

W Rhinitis

B Other

AstraZeneca Annual Report and Form 20-F Information 2010

In brief

> Total Symbicort sales $2 7 bithon, up 20%

> Total Pulmricort sales $872 million, down 34%

> In November, the US Court of Appeals for the Federal Circuit
affirmed the US Distnet Court, Distnct of New Jersey's 1ssuance
of a preliminary inunction barring Apotex, Inc and Apotex Corp
{(Apotex) from launching a geneng version of Puimicort Respules
Apaotex has petitioned the appellate court for a reheanng of its
appeal, en banc

> Fostamatirb {previously known as R788) was in-licensed from
Rigel in February 2010 and in September, the first patent was
enrolled in a Phase Il chinical development proegramme for
rheumatod arthntis

Our marketed products

> Symbicort pMDI (budesonide/formoterol in a pressunsed
metered-dose inhaler) 1s used for the treatrment of asthma and
chronic obstruchve pulmonary disease (COPD) In the US

> Symbicort Turbuhaler (budesonide/formoterol 1n a dry powder
inhaler) 1s a combmation of an inhaled corticosteroid and a fast
enset, long-acting bronchodilator used for the treatment of asthma
and COPD It s also approved for mantenance and reliaver therapy
{SMART) in persistent asthma

> Pulmicort (budesonide) 1s a corticosterot anti-inflammatory
inhalation drug that 1s used to help prevent the symptoms of and
improve the control of asthma

> Pulmicort Respules (budesonide mhaltatton suspension) Is a first
nebulised corbicosteroid used for the treatment of asthma in both
children and adults Approved use for Pulmecort Respules vanes
based on terntory

> Rhinocort (budesonide) s a nasal steroid used as a treatment for
allergic rhunitis (hay fever), perennial rhintis and nasal polyps

> Oxis {formoterol) I1s a fast onset, long-acting beta-agonist used for
the treatment of asthma and COPD

> Accolate (zafirlukast) 1s an oral leukotnene receptor antagonist
used for the treatment of asthma

Therapy Area Review Raspuatory & Inflammation 67
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Therapy Area Review

Our financial performance

World us

Westarn Europe

Established ROW Emerging Marksis Prior year

Reported CER Reported Reported CER Reported CER Reported CER World
Sales growth growth Sales growth Sales growth growth Sales growth growth Sales growth growth sales
2010 $m % % $m Y % % $m b % $m b b $m
Symbcort 2,746 20 20 ™ 48 1,367 2 5 286 75 59 372 25 23 2294
Pulrmicort 872 (33) (34) 305 {62) 215 {6) @) 14 13 5 238 35 32 1310
Rhinocort 227 {14) {16) 83 (28) 39 {13) {11) 16 14 - 79 4 264
Others 254 {4) {5) 41 {15) 118 (5] (3 22 “) (13} 73 4 1 264
Total 4,099 {1) {1) 1,160 (21) 1,739 - 3 438 46 33 762 23 20 4,132
2009
Syrmbicort 2,204 14 23 488 a1 1345 2 1 163 3 13 2088 a8 21 2004
Pulmicort 1310 {12 (10) 804 (18) 228 &) (1} o1 9 4 176 2 12 1,495
Rhnocort 264 {18) {15) 129 (29} 45 8 2 14 {7} - 76 (1) & 322
Others 264 {14 {7) 48 S) 123 {16) ] 23 {12) 8) 70 (15) (4) 307
Total 4132 - 8 1,469 - 1742 (1) 8 301 3 8 620 2 14 4,128

Our strategic objectives

We aim to build on our strong position i the respiratory and
inflammation field through the growth of key products, particularly
Symbicort, with new indications and market launches, including
chronic obstructive pulmonary disease (COPD), as well as through
developing a strong pipeline of novel small molecule and iologics
approaches to COPD and asthma We aspire to enter the
rheumnatology market through our biologics pipeline and targeted
small molecule approaches

COPD and asthma

According to WHO, COPD 1s currently the fourth leading cause

of death worldwide, with future increases anticipated Current
treatment has recently demonstrated some survival benefit but the
impact of medication on the course of the disease 1s small and the
prognosis of the COPD patient remains poor In asthma, morpidity
and mortality remain impeortant issues and disease normalisation 1s
not achieved by any treatment

The typical treatment for both moderate COPD and asthma s a
fixed-dose combinaticn of an inhaled corticosterod (ICS) with a
long-acting beta-agonist {LABA) {for example Symbicort) or for
COPD specifically, an inhaled long-acting muscannic antagorust
(LAMA} Other major asthma treatments include monotherapy ICSs,
oral leukotnene receptor antagonists and/or oral steroids for severe
disease and {in combination with antiiotics) for exacerbations Over
recent years, studies employing patient-centnc teols, such as the
asthma control questonnare, have revealed a surpnsingly low
asthma control at all seventies, highlighting an underestimated
medical need

Our focus

Qur key marketed products

Symbicort improves symptoms and provides a clinically important
improvement In the health of many patients with either asthma or
COPD by providing effective and rapid control of the symptoms

Symbrcort pMDI (pressunsed metered-dose inhaler) 1s indicated, in
the US, for the treatment of asthma in patients 12 years of age and
older The COPD ndicabon was approved and launched in the US
in earty 2009 In June, the US Prescnbing Information was updated
10 Include the FDA'S new recommendations for appropnate use of
asthma medications contaning LABAs The class label changes for
all LABA-containing products are specific to the treatrnent of
asthma and do not apply to the treatrment of COPD

Symbicort Turbuhaler was launched In Japan for the treatment of
adult asthma in January 2010 and ts co-promoted in Japan together
with Astellas  Symbicort SMART prowdes increased asthma controt
and smplifies asthma management through the use of only one
nhaler for both mantenance and relief of asthma symptoms As well

68 Therapy Area Review Respiratory & Inflammation

as being a cost-effective treatment for many healthcare payers, the
Symbicort SMART approach can also result in lower ICS and oral
steroid use compared to cther treatment options

Pulmicort 1s one of the world's leading inhaled corticosteroids for
the treatment of asthma and is avalable in several forms Teva has
had an exclusive hcence to sell a genenc version of Pulmicort
Respuies in the US since 2009

Clinicat stucies of our key marketed products

The EUROSMART study, including more than 8,000 patients,
compared the two Symbicort maintenance doses within the
SMART concept In asthma to identfy possible patient charactenstics
at baseline wnich would predict a better response to a fugher than
standard maintenance dose in areal Iife setting The resutts from
the study showed that Symbicort SMART at the 2x2 maintenance
dose did prolong time to first severe exacerbation and reduced
symploms Patents with low lung function benefited most from the
higher maintenance dose

In the pipeline

Bullding on our capabilites in combinations and device
development demonstrated through our expenence with Symbicort,
we are aming to further improve the mainstay of treatment for
COPD patients by combining bronchodilators such as the LABA,
{AZD3199) and the LAMA (AZDBE83, being developed in
collaboration with Pulmagen Therapeutics (Synergy) Limited), with
inhated anti-inflammatory compounds such as inhaled selective
glucocorticoid receptor agonists (AZD5423, being developed in
collaboration with Bayer Schenng Pharma), which recently
commenced Phase [l studes Addiuonally, we are targeting
inflammation in COPD using oral routes of administration and
have commenced a Phase || study of AZD5068, a CXCR2
antagonist that targets neutrophils AZD9668, an oral nhibiior of
neutrophit elastase, has been discontinued for the treatment of
COPD based on Phase lIb study data

We are targeting uncontrolled asthma/asthma exacerbations
though small molecule approaches such as AZD1981, a CRTh2
receptor antagonist, and AZD8848, a toll-like receptor 7 agonist
{being developed in collaboration with Danippon Sumitomo) as welt
as biological approaches such as benralizumab (MEDI-563), a MAL
that blocks the binding of interleukin-5 to 1ts receplor, tralokinumab
{CAT-354), a MAD that targets intereukan-13 and MEDI-528

{an anti-IL-9 MAb), which are all in Phase ||

AstraZeneca Annual Report and Form 20-F Information 2010




Rheumatology

Rheumatoid arthntis (RA) 15 currently treated with genenc disease-
modifying ant-rheumatic agents and, where the relevant cntena are
met, biologic disease-modifiers There remains a need for novel
effective treatments since only about a third of patients treated with
biotogies achieve ther treatment goals We anticipate that the RA
markst will expenience medest annual growth over the next decade,
as sales increase from $9 billion to $12 billon? Sales of the biologic
tumour necrosts factor (TNF} alpha blockers accounted for 75%

of major-market RA sales and the launch in 2010 of two new TNF
blockers 1s likely to sustan the TNF class sales Use of other
bickogic approaches, currently reserved for TNF blocker fallures,

15 expected to Increase due to new entrants, new subcutaneous
formulations and use earlier In the treatment pathway Targeted
novel oral drugs that provide anti-TNF-like efficacy with safety
benefits and more convenient dosing will likely ba used ahead of
the TNF blockers, especially in patients that currently choose not

to take, are nehgible for, or do not respond to TNF blockers and
cther RA biologics

Current treatment of systemic lupus erythematosus (SLE)

focuses on controling disease flares, preventing renal falure and
suppressing symptoms to an acceptable level while minmising
toxcity Desptie considerable recent development actmty, no
targeted disease-modifying agents have yet been successfully
launched for SLE. Most emerging biclogic agents will likely be used
Fitiatty In combination with corticostercids or immunosuppressants
to provide Incremental benefit and/or allow reduced doses or
numbers of these agents

In the pipeline

Fostamatinib (previously known as R788) was in-licensed from
Rigel in February 2010 Fostamatinit 1s the first oral syk inhibitor in
development as a novel therapeutic approach for RA It s thought
10 reversibly block signalling in muttiple cell types involved iIn
inflammation and tissue degradation in RA In September, the
first patient was enrolted in the fostamatinib Phase Il chrical
development programme, called OSKIRA The first anticipaied
regulatory filings based on the OSKIRA prograrmme are currently
planned for 2013 Under the terms of the agreement with Rigel,
AstraZeneca will make an upfront payment to Rigel of $100 milton
with up to an additional $345 millicn payable if specified
development, regulatory and first commercial sale rilestones are
achieved Rigel will also be eligible to receve up to an addonal
$800 million of specified sales-related mitestone payments if the
product achieves considerable levels of commercial success,

as well as significant stepped double-digit royalties on net sales
worldwide AstraZeneca Is responsible for all development,
regulatory filngs, manufactunng and global commercialisation
activites in all licensed indicattons under the agreement

In 2010, we invested in several novel mutt-functional MAbs in
inflammatory and autoimmune conditions Sifalmumab (MEDI-545),
which targets interferon-alpha, 1s being prepared for a Phase lib
dose-ranging study in patrents with SLE Mavriimumab (CAM-300+,
licensed from CSL Limited) which targets the alpha sub-urit of the
granulocyle-macrophage colony shmulating factor receptor,
successfully completed a Phase | study to assess the tolerability
and preiminary pharmacokinetics and pharmacodynamics of single
Infravencus doses of CAM-3001 in subjects with RA A Phase Il
randomised, double-blind, placebo-controlled, multiple ascending
dose study evaluating the efficacy and safety of CAM-3001 1In
subjects with RA 1s also in progress

' Deaision Resources 2010
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Financial performance 2010/2009

Performance 2010

Reported performance

Respiratory & Inflammation (R&() sales were down 1% to $4,099 milion
compared with $4,132 million in 2009

Performance — CER growth rates
R&l sales were down 1%

Total sales of Symibrcort were up 20% to $2,746 milllon with strong
growth both n the US which was up 48% to $721 mullion and
outside the US which was up 13% to $2,025 million

Sales of Pulmicort were down 34%, mainly as a result of US sales
which decreased 62% to $305 million as a result of the launch,
under hicence from AstraZeneca, of the Teva genenc budesonide
inhaled suspension product in December 2009 Sales of Pulmicort
outside the US were up 10% to $567 milion

Performance 2009

Reported performance

R&l sales were $4,132 million, almost leve! with the $4,128 milion
n 2008

Performance — CER growth rates
R&l sales grew by 6%

Total sales of Symbicort grew by 23% to $2,294 milion In the US,
sales of Symbicort pMDI were $488 mullon, up 91% This strong
growth was led by doctors’ increasing use of Symbicort pMDI,
particutarty in those patients newly starting fixed combination
therapy For these patients, more than one In three prescriptions
written by specialists and more than one in four prescriptions
written by pnmary care physicians was for Symbicort pMD!
Symbrcort (Turbuhaler and SMART) sales outside the US In

the year were $1,806 millon, up 13%

Total sales for Puimicort were down 10% to $1,310 milion Total US
sales for Pulmicort for the full year were down 18% to $804 milton
due to genenc compettion for Pulmicort Respules Pulmicort
Respules accounted for around 86% of total Pulmicort sales in the
US Total sales of Pulmicort outside the US were up 4% for the full
year to $506 million
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How Is our
business
performing
around the world?
Revenue growth

INn markets outside

the US in 2010
broadly offset the
loss of revenue

RO ERVS




Geographical Review

This section contains further nformation about
the performance of our products within the
geographical areas in which our sales and
marketing efforts are focused

Far more information regarding our products, see the Therapy Area
Review from page 50 Detals of matenal legal proceedings can be
feund in Note 25 to the Financial Statements from page 178 and
detalls of relevant nsks are set out i the Pnncipal nsks and
uncertainties section from page 96

See the Market defimnitions table on page 217 for information about
AstraZeneca’s market definiions

2010 in brief

> In the US, combined sales of our key growth brands of Crestor,
Onglyza™, Seroquel, Symbicort and Vimovo were up 19%
to $7,167 million (2009 $6,014 milion) Despite this strong
performance, overall sales decreased by 7% to $13,727 milion
as a result of ncreased generic competition for Anmidex,
Casodex, Pulrmicort Respules and Toprol-XL and its authonsed
genenc and the absence of the HIN1 pandemic influenza
{swine fiu} vaccine revenue

> Western Europe reported a strong performance in the context of
increased competition and govermmental controls over healthcare
expenditure Crestor cutperformed the statin market in Westem
Europe with double-digit growih by volume and Seraquel grew
three tmes as fast as the atypical anti-psychotic market segment

MBIAIBAD

i Western Europe by value

> Established ROW sales were up 7%, driven by the strong
performance for Crastor as well as the successtul faunch for
Symbicort Turbuhaler \n Japan

> Emerging Markets delivered strong double-digit sales growth of
16% to $5,198 milion, with sales growth in China of 28%, Russia
of 26% and Brazil of 17%

> AstraZeneca s the third largest pharmaceutical company in the
US, with a 6% share of US prescnption pharmaceuticat sales and
the seventh largest prescnption-based pharmaceutical company
" Western Europe, with a 4 8% market share of prescription sales
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us
AstraZeneca Is the thurd largest pharmaceutical company in tha US,
with a 6% share of US prescnption pharmaceutical sales

Sales in the US decreased 7% to $13,727 milon {2009 $14.777 milior),
as strong performance from our key growth brands was offset by
the impact of ncreased genenc competition expenenced by our
mature brands Combined sales of our key growth brands, namely,
Crestor, Onglyza™, Seroquel, Symbicort and Vimovo, were up 19%
to $7,167 milion (2009 $6,014 millicon) Increased genenc
competition for Anmudex, Pulmicort Respules and Toprol-XL and its
authonsed geneng, resulted in a sales decline in these brands of
46% to $1,377 million (2009 $2,534 million)

Crestor achieved sales of $2,640 million 2009 $2,100 rmilior) and
atotal prescnption growth of 12 2% within the statin market This
growth significantly cutpaced the market by 9 5% and the growth
of total genenc statins by 1 3%

Seroquel continued to be the most prescnbed atypical antr-
psychotic, with sales up 10% to $3,747 million (2009 $3,416 milion)
Seroquel grew total prescnptions by 132,400 This was dniven by
strong Seroguel XR prescnption volume growth of 92%, following
the promotional launch of the adjunct major depressive disorder
indication in the first quarter of 2010 Seroquel XA was the fastest
growing branded atypical anti-psychotic, accounting for 15 9% of
the Seroguel total prescription volume in the US, up from 111% at
the end of 2009

Symbicort pMDI continued to deliver steady growth in the US, wath
sales up 48% to $721 million {2009 $488 mulion) and prescnption
growth of 44%, leading the fixed combination class In total
prescription growth It achieved an 18% total prescnption share
and a 19 5% new prescnphon share of the inhaled corticosterod/
long-acting beta-agonist market

Onglyza™ Is presently captunng one in four new dipeptidyl
peptdase patient treatment decisions and achieved over an 8%
total prescnption share gain in 2010, ending the year with a total
prescrption share of 10% of the dipeptidyl peptidase IV inhibitor
market Sales in the US were $54 milion (2009 $11 milion)

Neaum remained the third most prescnbed branded
pharmaceutical In the US In the face of continuing genenc, OTC
and pricing pressures, Nexiumn sales were down 5% to $2,695
milbon (2009 $2,835 milion) Generc lansoprazole and Prevacid
OTC 24 Hour were introduced it late 2009, leaving Nexium as the
only branded pharmaceutical product with significant market share
by volume n the proton pump inhibitor class

Sales of Toprol-XL and its authonsed genenc, which 1s marketed
and distnbuted by Par Pharmaceutical Companies, Inc , decreased
29% to $689 millon (2009 $964 million), with further genenc
competbon from Watson Pharmaceuticals Inc and Wockhardt Ltd,
which entered the market in 2010

Patent protection in the US for Anmidex expired in June, following
which multiple genenc formufations of Anmidex were approved
by the FDA and entered the market As a result, sales of Anmidex
declined 44% to $494 mdlion (2009 $878 million) Genenc
competition also caused Casodex sales to dechine by 89% to
$16 mdlion (2009 $148 million)

Sales for Pulmicort Respules were down 72% to $194 milkon
(2009 $692 mllon) as a result of sales of Teva's genenc product
which entered the market under an exclusive licence from
AstraZeneca in December 2009
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In 2010, sales of Synagis In the US were down 17% to $546 million
(2009 $782 milior) Sales in the 2003-2010 respiratory syncytial
wirus (RSV) season started slower than anticipated due to payer
pressure as a result of the ntroduction of more restrictive guidetines
regarding the use and dosing of Synagis by the Amencan Academy
of Pediatncs and the adoption of these guidelines

Revenue from the sale of the H1N1 pandemic nfluenza (swine flu)
vaccine 1o the US government fell to $39 milon (2009 $389 million)
as the order for the US Department of Health and Human Services
was fuffiled in the first quarter of 2010 and this strain has now been
incorporated into the traditional seasonal INfluenza vaccine

Sales for Aptium Onicology, Inc fell by 44% to $219 milon
(2009 $393 milion) and sales for Astra Tech AB rose by 22%
to $101 million (2009 $83 millon)

In March 2010, the Affordable Care Act came into force It has had
and 13 expected to have a significant impact on our US sales and
the US healthcare industry as a whole For further information, see
the Pnicing pressure section from page 11

Currently, there 1s no direct government contral of prices for
commercial prescrniphon drug sales inthe US However, some
publcly funded programmes, such as Medicaid and TRICARE
(Department of Veterans Affairs), have statutorly mandated rebates
and discounts that have the effect of pnce controls for these
programmes Addiionally, pressure on pncing, avatlability and
utlisabon of prescnphon drugs for both commercial and public
payers continues to increase Thiss driven by, among other things,
an increased focus on generic alternatives Pnmary dnvers of
Increased genanc use are budgetary policies within healthcare
systems and providers, including the use of ‘genencs only’
formulanes, and ncreases n patient co-msurance or co-payments
In 2010, 78% of the prescnptions dispensed in the US were genenc
While 1t 1s unlikely that there will be widespread adoption of a broad
nationa! pnce-control scheme in the near future, there will continue
to be increased attention to pharmaceutical prices and ther impact
on healthcare costs for the foreseeable future

Rest of World

Sales performance outside the US in 2010 was strong, up 7%

to $19,542 milion (2009 $18,027 milion), despite the continuing
challenging economic environment Combined sales of key
products (Anmidex, Crestor, Nexaum, Seroquel and Syrnbicor!) were
up 11% with sales of $9,923 million (2009 $8,824 millon) Emerging
Markets delivered parbicularly strong sales, up 16% with sales of
$5,198 million (2009 $4,352 rrullon}

Western Europe

AstraZeneca Is the seventh largest prescnption-based
pharmaceutical company n Western Europe, with a 4 8% market
share of prascrption sales by value

Total sales in Western Europe were up 2% (Reported down 1%)

to $9,168 mition {2009 $9,252 millon) as volume growth exceeded
the negatve impact from pnce reductions chiefly related to
government interventions Much of the volume growth was
attnbutable to Crestor, Seroque! XR and Symbicort

AstraZeneca Annwal Repont and Form 20-F Information 2010




Crestor outperformed the statin market with strong double-digit
sales growth by volume Likewise, Seroque/ outperformed the
atypical anti-psychotics market segment by three tmes, in value,
with strong growth of Seroquel XR, pnmanly driven by the bipolar
indication Symbicort defended its position in the inhaled
corticosteroid/beta-agonist market well, despite a highly
competitive environment Genenc versions of Nexium are now
availlable in several markets but overall sales were up 2% to
$1,202 millon (Reported down 29%) (2009 $1,225 million)

Most governments in Europe intervene directly to control the pnce
and reimbursement of medicines The dectsion making power of
prescribers n Europe has been eroded in favour of a diverse range
of payers While the systems to control pharmaceutical spending
vary, they have all had a noticeabls negative impact on the uptake
and avaiability of nnovatve medicines Several governments have
imposed pnce reductions and mcreased the use of genenc
medicines as part of healthcare expenditure control Several
countnes are apphng stnct cntena for cost-effeciveness
evaluations of medicines, which has reduced access to medicines
for Eurppean patients in areas of ugh unmet medical need These
and other measures all contnbute to an mcreasingly difficult
environment for branded pharmaceutcals In Europe

Further, in 2010, we expenenced a number of government
interventions in our markets which, combined wath the cumrent
economic conditions, had a negative impact on our sales In
particutar, sales growth in Germany siowed to 1% {Reported down
3%) to $1,235 milkon {2009 $1,278 mullon), pnncipally owing to an
increase of compulsory rebates for Symiucort and Seroquel and
reference pricing for Crestor However, Seroquel, Symbicort and
Atacand all showed a strong performance on an undertying volume
basis As a result of the debt cnsis in Greece, the Greek government
implemented significant pnce cuts in 2010 which resulted in an
overall sales decline of 14% to $322 millon (2009 $392 milkon}

In the UK, a 3% decrease in sales to $1,022 miion (2009 $1,056
mithon) was caused, in part, by a 19% pnce cut across the portfolio
although this was partally offset by strong performance of Crestor
and Symbicort

Overall sales in France increased by 7% to $1,848 million (2009
$1,810 miliory, dnven by double-digit growth of Crastor and Nexium
and continued strong growth of Symbicort despite very aggressive
competition Sales in Italy were up 4% {Reported unchanged) to
$1,198 million {2009 $1,199 millior) Crestor showed particulary
strong growth of 24% However, from August, performance was
mpacted by a general pnce cut in sales to the private sector of 1 8%

Estabhished ROW

Sales in Established ROW increased by 7% The key products
drmang sales growth n 2010 were Cresior, Symbicort, Nexium
and Sercquel

Canada

AstraZeneca remains the second largest research-based
pharmaceutical company in Canada by sales value In 2010,

total Canadian sales increased by 14% to $1,510 mifion

(2009 $1,203 milion), compared o a year-on-year increase of

3 6% for the Canadian pharmaceutical industry Combined sales
of Crestor, Nexium, Symbicort and Atacand were $1,133 milion
{2009 $872 million), with Crestor and Nexiurn the second and fifth
largest prescrnption products in Canada by sales. An established
product in the Canadian marketplace, Crestor sales grew by 25%
to $600 million (2009 $434 millon) Despite imited formulary
access, Nexiumn sales reached $271 million (2009 $217 mullion),
representing year-on-year growth of 13%

AstraZeneca Annual Report and Form 20-F Information 2010

The Canadian provinces continue to adopt prowvncial and regional
approaches to pharmaceutical funding, from one end of the
continuum in Quebee, with mare open access, to mora restncted
access in Bntish Columbia In 2010, there was a reduction in
genenc pnces, led by Ontano, and changes to the pharmacy
reimbursement model Overall, the trend in Canada indicates

that provinces will continue to introduce policy changes that dnve
cost savings, while providing reasonable patient access to
innovatve medicines

Japan

Sales in Japan increased by 4% to $2,617 milion (2009 $2,367 milion}
Strong volume gains of 7 3% were diven mainly by the continued
growth of Crestor and Losec, as well as the launch of Symbicort
Turbuhaler, which 1s co-promoted with Astellas By the end of 2010,
Symbicort Turbuhaler had a 14% share (by volurneg) of the market for
inhaled corticosteraid/beta-agonists AstraZeneca's oncelogy
business remains one of the leaders in Japan and defivered growth
from lressa (+8%), Anmidex (+49%) and Zoladex (+19%), partally

offset by the decline of Casodex (-19%) which has faced genenc
compehtion smce 2009 This was achieved despite the bienmial
reimbursement price reductions by the Ministry of Health, Labour
and Weliare which were imposed in Apnl 2010 As expected,

the pnce reductions were accompanied by the introduction of a
new system to exempt certain products from the bienmial pnce
reductions The system was introduced on a temporary basis inked
1o Industry and company commitments to seek registration for
products and indications not currently avaslable in Japan

Other Established ROW

Sales in Other Estabished ROW showed robust growth of 6% to
$1,049 milion (2009 $853 millon} Double-digit velume growth in
Australia for our key products was partially offset by price cuts
imposed in April 2010 on Crestor and Nexsurn Crestor continued to
perform particularly strongly and had a 22% volume share in the
Austrakan statin market

Emerging Markets

In the Emerging Markets, sales increased by 16% to $5,198 million
(2009 $4,352 mullion), accounting for nearly 57% of total sales
growth outside the US This was drmven by growth in China and
Latin Amenca

In many of the larger markets, such as Brazl and Mexico, patients
tend to pay directly for prescnption medicines and consequently
these markets are at less nsk of direct government interventions on
pncing and rembursement In other markets such as South Korea,
Tarwan and Turkey where governments do pay for medicines, we
are seeing the introduction of measures to reduce the cost of
prescnptions in line with the systems in Europe, Canada and
Australia

Ermerging Europe

Sales in Emerging Europe were up 6% to $1,165 milion (2009
$1,091 million} drven by Increased sales in Russia and Romania,
which more than offset a reduction in sales in Turkey

We have continued to build our presence in Russia, where sales
were up 26% to $232 million (2009 $180 million), mainly driven by
sales of Zoladex (+38%}, Symbicort (+41%), Nexurn (+109%) and
Crestor [+43%)
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In Romarva, we delivered a strong performance with sales up

36% to $119 milion {2008 $92 million) This was drven by sales of
Crestor (+41%), Seroquel (+48%) and Symbicort (+97%) In 2010, the
government imposed a claw back system to finance the healthcare
budget deficit In addition, the government iImposed extended
payment terms for distnbutors to drug manufacturers

In late 2009, the Turkish govemnment imposed unprecedented levels
of pnce reductions on the pharmaceutical iIndustry As a result, our
2010 sales were down 13% to $304 million (2002 $339 million),
despite an undertying 4 8% volume growth

China

In 2010, our business In China (excluding Hong Kong) increased by
28% to $1,047 mulion (2009 $811 million), becoming AstraZeneca’s
eighth market to pass the $1 billon mark We continue to be one of
the fastest growing multinational pharmaceutical companies n
China and the second largest in the prescnption market by value
Crestor, Symbicort, Nexwum 1v and Betaloc Zok (Seloken/Toprol-XL)
were isted on the National Reimbursement Drug list in November
2009 and provincial level listings are being finalised

Emerging Asia Pacific

Sales in Emerging Asia Pacific showed strong growth of 7% to
$890 mithon (2009 $780 milion) This was dnven by double-digit
sales growth in South Korea, India, Malaysia and Vietnam Growth
was more subdued in markets which were more significantly
impacied by government interventions on pricing or by measures
which promoted local genenc penetration, pnmarty in Tamvan,
Thailand, the Philppines and Indonesia

Other Emerging ROW

In Latin America, sales were up 19% to $1,391 milon (2009
$1,118 milion) manty due to continued sa'es growth in Brazl and
Mexico In Brazil, our overall sales grew by 17% to $605 milhon
(2009 $457 million) Atacand, Crestor, Nexium and Seroquel
showed strong performance, with overall sales up 28% to

$314 million {2009 $216 millior} Serogue! was our number one
prescnption product, with sales up 34% to $103 millon (2009
$68 milion), followed by Crestor, with overall sales up 33% to
$102 million (2002 $67 million)

Sales in Mexico were strong, Increasing by 17% to $325 milion
(2009 $281 muilon) Overall sales of Atacand, Crestor, Nexium,
Symbicort and Seroquef were up 33% to $140 milhon (2009
$100 millon} Mexgum Increased sales by 35% to $58 milion (2009
$41 million) Overall sales of Crestor were up 37% to $38 million
(2009 327 milkon)

In the Middle East and Africa, we further accelerated our growth
with sales up 28% and continued to gain market share, by value,

n theregion Our largest markets in the region were Saud Arabia,
the United Arab Emirates and Egypt, and growth in 2010 has mainly
been dniven by Maghreb In South Afnica, sales were up 15%,
mainly driven by growth of Symbicort (+22%), Seroquel (+29%)

and Crestor (+27%})
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Other Businesses

Astra Tech

Astra Tech AB (Astra Tech) 1s engaged in the research,
development, manufacture and marketing of dental implants and
medical devices for use primanly in urology and surgery Astra Tech
has two main business divisions Astra Tech Dental, which 1s
responsible for the edontology area of the business, and Astra Tech
Healthcara, which s responsible for the urology and surgery areas
of the business Astra Tech has a leading position in several
countnes N Europe and I1s expanding 18 operations in key markets,
particularty in Russia, the US, Japan and Emerging Asia Pacific

All product ines showed continued good sales growth in 2010
Desprte the current economic downtum, the dental implant
markst 15 estmated to have grown by 3% dunng 2010 and Astra
Tech Dental grew its implant sales and increased 1ts market share
In several key markets The downturn in the world economy

has had no significant impact on the market for Astra Tech
Healthcare products

Since Astra Tech's acquisiion of Atlantis Components Inc (Atlantis)
in 2007, Astra Tech has introduced the Atlantis product range into
most European markets and the market response has been very
favourable The European manufactunng facility for Atlantis
products, which Astra Tech opened in late 2008, 1s now in full
operation, meeting an ncreasing demand from the European
market The acquisition of Atlantis has given Astra Tech a strong
platform for development within digital dentistry, offenng an
important opportunity for continued growth for the dental implants
product ine

Major investments have been made in new production equipment
for the manufactunng of new LoFric catheter products which were
launched in the first quarter of 2010

The Astra Tech traning and education programme has been further
developed and, in combination with its state-of-the-art centre for
training and education at its headquarters, advanced mternational
educahon programmes and sermnars are contnuously being
offered to existing and potential customers  Further investments
have been made in R&D, clinical research and new production
facilities to strengthen the product portfolic

Our financial performance

In November, AstraZeneca formally commenced a review of its
strategic options for Astra Tech AstraZeneca continues to evaluate
all alternatives for value maximisation from this business and any
final decision will only be made when the results of the review have
concluded Dunng the penod of this review, AstraZeneca remains
committed to supporting Astra Tech's business, customers and
stakeholders

Aptium Oncology

For more than 25 years, Aptium Oncology, Inc (Aptum Oncology)
has been developing and managng hospital-based outpatient
cancer centres in the US Ownership of Aptium Oncology provides
AstraZeneca with a unique window Into the provider sector of the
US oncology market and access to a network of over 140 doctors
who can help to shape early phase drug development decisions 1t
1s also invelved In clinical study delivery for a number of our pipeline
products and prowvides screntific adwvice and staff traning for
oncology teams

In 2010, Aptum Oncology continued to refine its business model to
adapt to the ever-changing dynamics of the US healthcare industry,
while cantnuing to perform well In Its cancer centre management
business with positive profit and cash flow contnbutions It remans
focused on growth and ts consultancy business continues to lay
the groundwork for new managemeant relatonships For example,
n the second quarter of 2010, Aptium Oncology entered into a
long-term management agreement with Beth lsrael Medical Center
n New York, a member of the Contnuum Health Network, to
manage Its West Side Cancer Center

Chinical research 1s an integral part of care delwvery at Aptium
Oncology's cancer centres and an area of strategic strength for the
company In addition to Aptium Oncology's Gastrointestinal Cancer
Consortium, which has been successful in bnnging togsther eight
leading US acadermnic institutions to speed up the process of finding
and testng actve new compounds for patents with gastrointestinal
cancers, Aptium Oncolegy created a similar consortium in 2010
focused on muthiple myeloma

World us Western Europe Established ROW Emerging Markets Prior year

Reported CER Reported Reported CER Reportad CER Reported CER World

Sales growth growth Sales growth Sales growth growth Sales growth growth Sales growth growth sales

2010 $m % % $m % $m % % $m % % $m % % Sm
Aptum

Oncology 219 (44) {44) 219 {44} - - - - - - - - - 383

Astra Tech 535 6 7 101 22 393 4 38 6 {3) 3 200 100 506

Total 754 {16} {15) 320 (33) 393 2 4 38 6 (3) 3 200 100 8§99

2008

Aptum

Oncology 393 1) n 393 {1} - - - - - - - - 395

Astra Tach 508 ) 2 83 4 386 {6} 2 36 10 20 1 - - 529

Toral 899 (3) 1 476 - 386 {6} 2 36 10 20 1 - - 924
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“ What is being
done to improve
health in China?

AstraZeneca is one of the country’s fastest growing
multinaticnal pharmaceutical companies. At present,
most of our business comes from big hospitals in 200 of
the largest cities that have a population of more than one
million. We are investing to improve our sales capabilities
in these and in a further 100 large cities.

At the same time, nearly 200 million pecple live outside
hig cities and the Chinese government is investing

$125 bilion between 2009 and 2011 to support
healthcare reform by expanding basic healthcare
insurance and upgrading community and rural hospitals.
We have plans to build a sustainable business in this
broader market.

We are also supporting the Chinese Ministry of Health in
improving patient health with an innavative programme 1o
increase the capacity of community healthcare services
by strengthening the training of general practitioners. In
collaboration with the China Medical Association, which
will be providing the training, AstraZeneca is sponsoring
a three-year programme. It will help train some 30,000
community general practitioners so that they can better
treal some common chronic diseases.

Because health connects us all
For more information go to the Geographical Review
from page 70.




How did the
business perform
financially in 2010?

Our performance
In 2010 underlines
the resilience

and strength of

AstraZeneca’s
business
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“ Our performance
in 2010 enabled us to
deliver increased
earnings, increase the
dividend and return
residual cash to
shareholders through
share repurchases

Despite government pricing pressures and anhcipated patent
expines n the US and Westem Europe, revenue in 2010 remained in
Iine with the pnor year in constant currency terms, as a result of an
excellent performance for key brands and continued growth in
Emerging Markets

Core operating profit was also unchanged in constant currency
terms Core earmnings per share increased by 5%, benefiing from
lower net finance expense, a lower tax rate and fewer shares
outstanding as a result of share repurchases

Qur extensie efforts to reshape the cost base to maintain
competitiveness continue The first phase of our restructunng
programme 15 now complete, and it has delivered exactly as
planned We have achieved annual benefits of $2 4 bilion by the
end of 2010 at a total programme cost of $2 5 billion incurred over
the 2007 to 2009 penod The second phase of restructunng,
anncunced in January 2010, 1s expected to delver a further

$1 9 bilhon in annual benefits by the end of 2014, at a planned
cost of $2 O billon, of which $1 2 bilion was charged in 2010

Cur cash generation rernains strong, enabling us to nvest for future
growth and value by funding research and development and capital
expenditures while also providing $5 5 bilion in cash retums 1o
shareholders by way of dvidends and share repurchases a nearly
two-fold Increase compared with 2009

Drving operating execution in ine with our mid-term planning
assumphions for revenue and pre-R30 operating margin will
generate the requisite cash flow 1o provide for the needs of the
business while prowding attractive shareholder returms, as
evtdenced by the 11% increase in the dvidend for 2010 and the
planned $4 billion in net share repurchases for 2011

%Mm\,\saﬁ\—\g

Simon Lowth
Chief Financial Officer
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Financial Review

The purpose of this Financial Review 1s to provide a balanced and comprehensive analysis of the
financial performance of the business during 2010, the financial position as at the end of the year
and the mamn business factors and trends which could affect the future financial performance of

the business

All growth rates in this Financial Review are expressed at constant exchange rates unless noted otherwise

Measuning performance

The following measures are referred 1o when reporting on our
performance both 1n absolute terms but more often i companson
to earller years in this Financial Review

> Reported performance Reporied performance takes into
account all the factors fincluding thase which we cannot
influence, prncipally currency exchange rates) that have
affected the results of our business as reflected in our Group
Fnancial Statements prepared in accordance with IFRS as
adopted by the EU and as 1ssued by the 1ASB

> Core financial measures These are non-GAAP measures
because, unlike Reported performance, they cannot be
derved directly from the information in the Group's Financial
Statements These measures are adjusted to exclude certain
sigrificant items, such as charges and provisions related to
our global restructunng pregrammes, amortisation and
impairment of the significant ntangibles relating to the
acquisibon of Medimmune in 2007, the amorusation and
impairment of the significant intangbles refatng to our current
and future exit arrangements with Merck in the US and other
specified tems See the 2010 Reconciliation of Reported
rasults to Core results table on page 82 for a reconciliation of
Reported to Core performance

> Constant exchange rate (CER) growth rates These are also
non-GAAP measures These measures remove the effects of
currency movements (by retranslating the curmrent year's
performance at previous year's exchange rates and adjusting
for other exchange effects, including hedging) A reconciliation
of the Reported results adusted for the impact of currency
movements 1S provided in the 2010 Reported operating profit
table on page 82

> Core pre-R&D operating margin This 1s a non-GAAP measure
of our Core financial performance A reconcihation of Cors
pre-R&D operating margin to our operating profit 15 provided
on pages 82 and 88

> Gross margin and operating profit margin percentages These
measures set out the progression of key performance margins
and demonstrate the overall qualty of the business

> Prescnption volumes and trends for key products These
measures can represent the real business growth and the
progress of Individual products better and more immediately
than invoiced sales

> Net funds/debl This represents our cash and cash
equivalents, current nvestments and dervative financial
nstruments less interest-beanng loans and borrowings

CER measures allow us to focus on the changes in sales and
expenses drven by volume, pnces and cost levels relative to the
pror penod Sales and cost growth expressed in CER allows
management to understand the true local movement in sales and
costs, In order to compare recent trends and relative retum on
investment CER growth rates can be used to analyse sales na
number of ways but, most often, we consider CER growth by
products and groups of products, and by countrnes and regions
CER sales growth can be further analysed into the impact of sales
volumes and seling price Simitarly, CER cost growth helps us to
focus on the real local change in costs so that we can manage the
cost base effectvely

We believe that disclosing Core financial and growth measures In
addion to our Reported financial information enhances investors’
ability to evaluate and analyse the undertying financtal performance
of our ongoing business and the related key business dnvers

The adjustments made to our Reported financial information in
order to show Core financial measures illustrate clearly, and on
ayear-on-year or penod-by-period basis, the mpact upon our
performance caused by factors such as changes in sales and
expenses dnven by volume, pnces and cost levels relative to

such pnor years or penods

Further, as shown in the 2010 Reconcilation of Reported results
to Core results table on page 82, cur reconciliation of Reported
financial information to Core financial measures includes a
breakdown of the items for which our Reported finangial
information 15 adjusted and a further breakdown of those items
by specific Ine item as such tems are reflected :n our Reported
income statement, to illustrate the significant items that are
excluded from Core financial measures and their impact on our
Reported financial information, both as a whole and in respect
of specific Ins tems

Core pre-R&D operating margin 1s our operating margin before
research and development costs recorded in the year This
measure reflects Core operating performance before reinvestment
n internal research and development

Management presents these results externally to meet investors'
requirements for transparency and clanty Core financial measures
are also used internalty In the management of our business
performance, In our budgeting process and when determining
compensation

Core financial measures are non-GAAP ad)justed measures All
iterns for which Core financial measures are adjusted are included
n our Reported financial information because they represent
actual costs of our business in the penods presented As a result,
Core financial measures merely allow investors to differentiate
between different kinds of costs and they should not be used in
1solation You should also refer to our Reported financial
information in the 2010 Reported operating profit table on page
82, our reconcilation of Core financial measures to Reported
financial iInformation in the Reconciliation of Reported resutts to
Core results table on page 82, and to the Results of cperations —
summary analysis of year to 31 December 2009 section from page
87 for our discussion of comparative Reported growth measures
that reflect all of the factors that affect our business Qur
determination of non-GAAP measures, together with our
presentation of them within this financial information, may differ
from similarly tited non-GAAP measures of other companies

The SET retans strategic management of the costs excluded

from Reported financial information in arming at Core financial
measures, tracking their mpact on Reported operating profit

and EPS, with operational managernent being delegated on a
case-by-case basis to ensure clear accountability and consistency
for each cost category

80 Financial Review Measunng Performance
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2010 Business background and results overview

The business background i1s covered in the Our marketplace
section, the Therapy Area Review and the Geographicat Review
and descrbes in detall the developrnents in both our products
and geographical regions

As descnbed earlier in our Annual Report, sales of our products are
drrectly influenced by medical need and are generally paid for by
health insurance schemes or national healthcare budgets Qur
operating results can be affected by a number of factors other than
the delivery of operating plans and normal competition, such as

> The adverse mpact on pharmaceutical pnees as a result of the
macroeconomuc and regulatory emaronment  For instance,
afthough there s no drrect govemmental control on pnces in the
US, acton from federal and indmiduat state programmes and
health insurance bodies Is leading 1o downward pressures on
reaised pnces In other parts of the world, there are a vanety of
pnce and volume control mecharisms and retrospective rebates
based on sales levels that are mposed by governments In 2010,
we saw the introduction of the US healthcare reform legislation
and government imposed pnce reductions in Western Europe (as
detalled in the Pncing pressure section from page 11)

> The nsk of genenc competition following joss of patent protection
or patent expiry or an ‘at nsk’ launch by a competitor, with the
potential adverse effects on sales volumes and prnices For
example in 2010, our performance was affected by genenc
competition i the US for Anmidex, Pulmicort Respules and
Toprol-XL Further details of the impact of patent expiry on our
revenue streams are included in the Patent expines section on
page 31

> The timings of new product launches, which can be influenced
by natonal regulators, and the nsk that such new products do not
succeed as anticipated, together with the rate of sales growth
and costs following new product launches

> Currency fluctuations Our functional and reporting currency
15 the US doltar, but we have substantial exposures to other
currencies, In particular the euro, Japanese yen, pound stering
and Swedish krona

> Macro factors such as greater demand from an ageing population
and increasing requirements of servicing Emerging Markets

Over the longer term, the success of our R&D 1s crucial, and we
devote substantial resources to this area The benefits of this
Investrnent emerge over the long term and there ts considerable
Inherent uncertanty as to whether and when it wall generate
future products

AstraZeneca Annual Report and Formn 20-F Information 2010

The most significant features of cur financial results in 2040 are

> Reported revenue of $33,269 milhon was unchanged (Reported
up 1%)

> Strong revenue growth n markets outside the US broadly offset
the loss of more than $1 6 billion of revenue In the US from
genenc competition on several progducts and the absence of
HiN1 pandemic influenza vaccing revente

> Strong double-digit sales growth at CER for Crestor, Symbicort
and Seroquel XR Crestor and Seroquel franchise sales now
exceed $5 tillon each for the full year

> Revenue in Emerging Markets grew to over $5 1 billion, a 16%
ncrease (Reported 19%) Sales in China increased to over
$1 0 bilhon

> Core operating profit for the full year was unchanged on both a
Reported and a CER basis at $13,603 milion Operating profit
decreased by 1% (Reported unchanged)

> Excluded from Core results were specific legal provisions of
$5812 mulion (which impacted Reported resulis in the year) mainty
n respect of the ongoing Seroquel product liability Titigation and
state attormey general Investigations into sales and markehng
practices, and a gan of $791 million ansing from changes made
to benelits under certain of the Group's post-retirement plans,
chiefly the Group’s UK pension plan

> Basic EPS of $5 60 represented an increase of 7%
(Reported 8%) Core EPS for the full year increased by 5%
to $6 71 (Reported 6%)

> Net cash inflow from operating actvities was $10,680 millon
{2009 $11,739 miliion)

> Dividends paid increased to $3,361 million (2009 $2,977 million)

> Net funds at 31 December were $3,653 milllon, an improvement
of $3,118 milhon on $535 million In the previous year

> Total restructunng costs associated with the globat programme to
reshape the cost base of the business were $1,202 million n 2010
(2009 $659 million) This brings the total restructunng costs
charged to date to $3,708 milion

Financial Review 2010 Business background and resuits oveniew 81
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Financial Review

Results of operations — summary analysis of year to 31 December 2010

2010 Reported operating profit

200 2009 Percentage of sales 2010 compared with 2009
Growth
due to
CER exchange Reported Reported CER Reported
Reported growth eifects Reported 2010 2009 growth growth
&m $m $m Sm % % % %
Revenue 33,269 164 301 32,804 - 1
Cost of sales {6,389) {497) 7 5,775) {19 2} (176} 9 11
Gross profit 26,880 {333) 184 27029 808 824 {1 1)
Distnbution costs (335) {31) {6) {298) (10} {05} 10 12
Rasearch and development {5,318) (871) {38) 4,409) (16 0) (138} 20 F4)
Selling, general and administrative costs (10,445) 955 (68) (11,332 {314) {34 5) (8} 8)
Other operating income and axpanse 712 159 - 553 21 17 29 29
QOperating profit 11,494 (121) 72 11,543 345 352 {1} -
Net finance expensa (517) {7:36)
Profit before tax 10,977 10,807
Taxauon {2,896) (3,263)
Profit for the penod 8,081 7544
Basic eamings per share ($) 5 60 519
2010 Core operating results
2010 2009 2010 compared with 2009
Growth
due to Total
CER exchange CER Cora
Core growth effects Com growth growth
$m $m $m % %
Gross margin 27,024 {386) 193 27,217 (1} (1)
DCistnbution costs {335) {30) {7) (2986) 10 12
Research and development 4,219) 176 {61) 14 334) 4) (3)
Seling general and administratve costs 9.7 190 77) {9 890) (2) 1
Other oparating income and expense 910 (16) - 926 (2) 2
QOperating profit 13,603 {66) 48 13,621 - -
Net finance expensa {517) {736}
Profit before tax 13,086 12885
Taxation (3,416) (3,703)
Profit for the penod 9,670 9,182
Basy earmings per shara (§) 671 632
2010 Reconciliation of Reported results to Core results
Merck & Med!mmune
Post-
rotirerment
2010 Restructuring Intangible Lagal plan
Reported costs Amortiaation impairments provisions amendments 2010 Core
$m $m $m $m S $m
Gross margin 26,880 144 - - - - 27,024
Distnbution costs {335) - - - - - {335)
Research ang development {5,318) 654 - 445 - - [4,219)
Saling, general and admmustratve costs {10,445) 404 443 - 612 {791) 9,777}
Other operating income and expense 712 - 75 123 - - 90
Operating profit 11,494 1,202 518 568 612 {791) 13,603
Add back Research and dovelopmont 5,318 {654) - (445) - - 4,219
Pre-A&D operating margin 16,812 548 518 123 612 791} 17,822
Net finance expense {517) - - - - - (517)
Profit before tax 10,977 1,202 518 568 612 (791) 13,086
Taxaton {2,896) {317) (100) {150} {162) 209 {3,416)
Profit for the penod 8,081 885 418 418 450 (582) 9,670
Basic sarnngs per shara ($) 560 062 029 029 031 (0 40) 611
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Revenue was unchanged (Reported up 1%) Revenue benefited
from strong growth of Crestor, Symbicort and Seroquel offset by
lower revenues for Pulmicort, Anmidex and Casodex and the
absence of HIN1 vaccine revenue Emerging Markets sales growth
of 16% {Reported 19%) and Established ROW 7% (Reported 17%)
was olfset by a decling in US sales of 7% (Reported 7%) with sales
n Western Europe up 2% (Reported down 19%) Further details of
our sales performance are contaned i the Performance 2010
sections of the Therapy Area Review from page 50 and the
Geographical Review from page 70

Cora gross margin of 81 2% declined 16 percentage points
(Reported 18 percentage peints) The impairmert of lesogaberan
{AZD3355), the 2009 benefit from the release of a provision with
respect to the resolution of an issue related to a third party supply
contract, mgher royatbes and adverse regional and product mix
were only partially offset by lower payments to Merck

Core R&D expenditure was $4,219 million, 4% lower than last year
{Reported 3%) Increased investment in biologics was more than
offset by lower project costs and operationat efficiencies The lower
project costs are the result of several late stage projects completing
therr tnals, partially offset by the commencernent of Phase Il
programmes for TC-5214 and fostamatinib

Core SG&A costs of $9,777 millon were 2% lower than the previous
year (Reported 1%) Investment in Emerging Markets and recentty
launched brands were more than offset by operational efficiencies
across Established Markets

Core other income of $310 milhion was $16 million less than the
previous year 2009 benefited from disposal gains related to
Abraxane™ and the Nordic OTC business and 2010 included
royalties from sales of Teva's genenc version of Pulmicort Respules

Core pre-R&D operating margin was 53 5%, down 1 0 percentage
ponts (Reported 1 2 percentage paints), with the lower gross
margin only partialty offset by efficiencies within selling, general and
administrative areas

Core operating profit was $13,803 milikon, unchanged at CER Core
operating margin dechined by O 4 percentage points to 40 8%, with
lower R&D expense and operational efficiencies only partally
offsetting the decline In the gross margin

Core earmnings per share were $6 71, up 5% (Reported 6%), with
the operating performance boosted by lower net finance expense,
the benefit of a lower average number of shares outstanding and a
lower effectve tax rate

Core adjustments were broadly in ine with tast year's level with
increased restructurng costs and intangible impairments offset by
gains chiefly attnbutable to changes in the Group's UK pension
arrangemenis Excluded from Core were

> impairment charges of $568 million, ansing from imparments in
respect of motavizumab ($445 milion) and cur HPV cervical
caneer vaccine Income stream ($123 mullion), both captalised as
part of the Medimmune acquisiion Total imparrment charges
relating to Intangible fixed assets were $833 million in the year

AstraZeneca Annual Report and Form 20-F Information 20110

> $612 milhon of legal provision charges, of which $592 million 15 1n
respect of the ongoing Seroquel product hability itigation and
state attorney general Investigations into sales and marketing
practices in aggregate Inine wih pnor years these have been
excluded from our Core performance and full details of these
matters are ncluded in Note 25 to the Financial Statements from
page 178

> restructuning costs totaling $1,202 milion, incurred as the Group
continues its previously announced efficiency programmes

> amortisation totalling $518 milkon relating to assets capitalised as
part of the Medimmune acquisiion and the Merck exst
arrangements

> a credit of $791 mulicn chiefly atinbutable to a curtalment gan
related to changes made to benefits under the Group's UK
pension arrangements In 2010, we amended our UK defined
benefit fund Pensionable pay was frozen at its 30 June 2010 level
but the defined benefit fund remains open to existng members
Members of the pension fund were given the option of remaining
in the fund or leaving the fund Those that chose to leave the fund
were offered funding which they could contnbute to a new Group
Self Invested Personal Pengion Plan This change to the UK
defined benefit scheme represented an accounting curtailment
of certain pension obligations and, in accordance with !1AS 19
‘Employee Benefits', these obligations were revalued by the
scheme actuanes immediately pnor to the curtalment and the
assumptions updated at that date

Operating profit was down 1% at CER (Reported unchanged) at
$11,494 milion Basic eamings per share were $5 60, up 7%
{Reported B%), as a result of the factors affecting Core eamings
per share

Net finance expense was $517 millon, versus $736 milicn in 2009
Faur value gaing of $5 millon were recorded on the long-term bonds
in the year, versus far value losses of $145 milken for 2009 In
adaition to this, there is reduced interest payable on lower debt
balances, and slightly increased returns from higher cash and cash
eguvalent batances

The 2010 taxatron charge of $2,896 millon (2009 $3,263 mihon)
consists of a curent tax charge of $3,435 milion (2009 $3,105 milion)
and a credit ansing from movements on deferred tax of $539 million
{2009 charge of $158 milton) The current year tax charge includes
a prior period current tax adjustment of $370 miltion (2009 $251
million} relating mainly to an increase in provsions for tax
contingencies and double tax retef partially offset by a benefit of
$342 million ansing from a number of tax settlements (including the
UK matters descnibed in Note 25 to the Financial Statements on
page 195) and tax accrual to tax returm adjustments The 2009 prior
penod cument tax adjustments related mainly to tax accrual to tax
return adjustments, an Increase N provisions In respect of a number
of transfer preng audits and double tax relef The effectve tax rate
for the year was 26 4% (2009 30 2%, 28 8% excluding the impact of
legal provisions) A descripbion of our tax exposures 1s sat out in Note
25 to the Financial Statements on page 195

Total comprehensive ncome for the year increased by $616 milion
from 2008 This was driven by the ncrease in profit for the year of
$537 mifkon and an increase of $79 millon In other comprehensive
income

Financial Review Results of operations — summary analysis of vear to 31 December 201083
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Financial Review

Cash flow and iquidity — 2010
All data in this section 1s on a Reported basis

Net funds/{debt)

2010 2009 2008

$m $m $m

Net funds/{debt) brought forward at 1 January 535 (7174} 9112}
Eamings before interast, tax, depreciabon amorbisation and smpairment 14,235 13 630 11,764
Maovernent in working capital and provisions 82 1329 {210)
Tax pad 2,533) {2381) 2,209)
Interest pad (641) {639) (690)
Qther non-cash movernents (463) {200 87
Net cash available from operating activities 10,680 1739 8,742
Purchase of intangibles {net) {1,180) (355) 2,944)
Other caprtal expenditure {net) {708) (824) 1.057)
Acquisiions. {348) - -
Investments (2,236) (1,179 {4 001)
Drvidends [3,361) {2,977) (2,739)
Net share frepurchases)/issues {2,110) 135 {451}
Distnbutions {5,471) {2,842) {3190)
Other moverments 145 9) as7?
Net funds/{debt} carried torward at 31 December 3,653 535 7179
Compnsed of
Cash, short-term nvestments and dervatves (net) 12,875 11,598 4674
Loans and borrowings (9,222) (11 063) (11,848)

Cash generated from operating actmtres was $10,680 midlion in the
year to 31 December 2010, compared with $11,739 million in 2009
The decline of $1,059 milkon 1s prmartly drven by legal settlements
of $709 milion relating 1o Seroquel sales and marketing practices
and product hability and Average Wholesale Pnce Lihgation m the
US, and the first instalment of $562 million (€350 milion) in respect
of the UK tax settlement (for which the second instalment of £155
milkon 1s due In March 2011}

Investments cash outflows of $2,236 millkon include the acquisiion
of Novexel ($348 million), the payment of $847 million to Merck
{resulting in the Group acquinng Merck's interest in certamn
AstraZeneca products) and a further $537 million paid out on other
externalisation arangernents Cash outflows on the purchase of
tangble fixed assets amounted to $791 million in the year Further
detals of the Novexet business acqusiion and our arrangerments
with Merck are iIncluded in Note 22 and Note 25 to the Financial
Statements respectively

Net cash distnbutions to shareholders increased from $2,842 million
1n 2009 to $5,471 milson in 2010 through dwvidend payments of
$3,361 milhon and net share repurchases of $2,110 milion

At 31 December 2010, outstanding gross debt (interest-beanng
Ioans and borrowings) was $9,222 milion (2009 $11,063 millior)
The reduction in gross debit of $1,841 millon dunng the year was
prncipally due to the repayment on matunty of Euro bonds of Euro
500 million and Euro 750 millon  The first repayment was the Euro
500 rillion 18 month bond 1ssuad in July 2008 and matunng in
January 2010, and the second was the Euro 750 milion 3 year bond
issued In November 2007 and matunng in November 2010 Of the
gross debt outstanding at 31 December 2010, $125 mifion 1s due
within one year (2008 $1,926 million) Strong business cash flows
have improved net funds by $3,118 mdlon since 31 December
2008, resutting in net funds of $3,653 milion at 31 Decernber 2010

©Oftf-balance sheet transactions and commitments

We have no off-balance sheet arrangements and our denvatve
actviies are non-speculative The table below sets out our
minmum contractual obligations at the year end

Payments due by period
Lesas than Over

1 yoar 1-3yeary 3-5 yoars Syears Total
$m $m $m $m $m
Bank loans and other borowings 646 2,601 2,532 10,085 15,964
Operating leases 161 137 105 103 506
Contracted capral expenditure 259 - - - 259
Total 1,066 2,828 2,637 10,158 16,729

84 Financial Review Cash flow and bguidity — 2010
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Financial position — 2010
All data in this section I1s on a Reported basis

Summary statement of financial position

2010 Movernent 2009 Maoverment 2008
$m $m $m $m $m
Property plant and equipment 6,957 {350} 7307 264 7043
Goadwill and intangible assets 22,029 (86) 22,115 (82 22,197
Inventories 1,682 (68) 1,750 114 1,636
Trade and other recervables 7,847 138 7,709 448 7,261
‘Tracle and other payables {9,034) {103) (8,931) (1,604} 7 327)
Provisions {1,938} {252) {1,686) 544) {1,142
Net income tax payable (3,855) (1,002} (2853) (885) {1968)
Nat deferred tax habilities {1.670) 285 {1,955) (65) {1,850}
Retrement benefit obhgations 2,472 882 (3.359) {622 (2732
Non-gurrent other nvestrments 211 27 184 28 156
Net funds/debt) 3,653 3 ns 535 7,709 (7,174)
Net assets 23,410 2,589 20,821 4,761 16,060

In 2010, net assets increased by $2,589 million to $23,410 milion
The increase In net assets as a result of the Group profit of $8,081
miulion was offset by dvidends of $3,494 milion and share
repurchases of $2,604 milhon Shares 1ssued in the year increased
net assets by $494 mition

Property, plant and equipment

Property, plant and equipment decreased by $350 milion to $6,957
million Addibons of $808 million (2008 $967 millon) were offset by
depreciation of $1,076 mdlion (2009 $893 million)

Goodwill and intangible assets

Our goodwill of $9,871 mithon (2009 $9,889 million) pnncipally
arose on the acquisition of Medimmune and on the restructunng
of our US jont venture with Merck in 1998 No goodwill has been
capitatised in 2010, the movement of $18 millon in 2010 being due
to exchange rate movements

Intangible assets amounted to $12,158 million at 31 December 2010
(2008 $12,226 milhon) Intangible assets additions were $1,791 milion
in 2010 (2009 $1,003 milory), amortisation was $810 mition (2000
$729 million) and mparments totalled $833 milion (2009 $415 million)

Additions to intangtble assets in 2010 included $647 millon paid to
Merck under pra-existing arrangements under which Merck's
interest in our products in the US will be terminated and $548 million
from our acquisition of Novexel (of which $239 mulion of intangible
assets acquired were subsequently sold to Forest as detalled in
Note 22 to the Rinancial Statements)

Intangible asset impairment charges recorded in 2010 included
$445 million following our decision to withdraw our FDA biclogical
license application for motavizumab detalled on page 156 and
$128 mullion related to our decrsion to discontinue further
development of lesogaberan (AZD3355) The mparrment balance
also includes $123 milion following reassessment of the icensing
income generated by the HPV cervical cancer vaccine and

$126 rmullon wnitten off other products in development

Receivables, payables and provisions

Exchange rate moverments contnbuted $119 mullion of the overall
increase of $138 million in recevables with an increase in the trade
recevables balance being offset by a reduction on other recevables
mainly due to a reduction in our Seroque! related insurance

AstraZeneca Annual Report and Form 20-F Information 2010

recevable balance dunng the year Trade and other payables
increased by $103 million

The movement in provisions of $252 millon in 2010 includes
$1,361 milkon of addiional charges recorded in the year, offset by
$1,109 millon of cash payments Included within the $1,361 mition
of charges In the year I1s $592 million In respect of the cngoing
Seroquel product hiabiity Iitigation and state attorney general
inveshgations into sales and marketing practices in aggregate and
$497 mullion for our global restructunng intiatve  Further details of
the charges made against our provisions are contained In Notes
17 and 25 to our Financial Statements Cash payments of

$1,109 million include $335 mullion aganst our global restructunng
intiative and $709 millon related to legal prowisions

Tax payable and receivable

Net income tax payable has increased by $1,002 million to

$3,855 mithon, principally due to an ncrease in aceruals for tax
contingencies, cash tax timing differences and exchange rate
movermnents Tax recenvable largely compnses tax owing to
AstraZeneca from certain govermments expected to be received on
settlements of transfer pneing audits and disputes (see Note 25 to
the Financial Staternents on page 195} Net deferred tax labilities
reduced by $285 milion in the year This movernent includes a
reclassification from deferred tax to current tax of amounts provided
n relation to tax contingencres for pnor penods

Retirement benefit obligations

Net retrement benefit obligatons reduced by $882 million,
prncipally as a result of recognising a gamn of $791 million ansing
from changes made to benefits under certain of the Group's
post-retirement benefits plans, chiefty the Group's UK pension
plan detalled on page 162 In 2010, approximately 96 5% of the
Group’s obligations were concentrated in the UK, the US, Sweden
and Germany

Commitments and contingencies

The Group has commitments and contingencies which are
accounted for In accordance with the accounting policies descnbed
in the Financial Staterments in the Group Accounting Policies section
from page 142 The Group alsc has taxation contingencies These
are descnbed in the Taxation section In the Cntical accounting
policies and estimates section on page 93 These matters are
explained fully n Note 25 1o the Financial Statements from page 178
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Financial Review

Research and development collaboration payments
Details of future potential research and development collaboration
payments are also included in Note 25 to the Financial Statements
from page 178 As detalled In Note 25, payments to our colaboration
partners may not become payable because of the inherent
uncertamnty n achieving the development and revenue milestones
IInked to the future payments As part of our overall externalisation
strategy, we may enter into further collaboration projects in the
future that may include milestone paymenits and, therefore, as
certain milestone payments fall to crystalise due to, for example,
development not proceeding, they may be replaced by potential
payments under new collaborations

Investments, divestments and capital expenditure

As detaled earlier in Research and Development from page 286,
AstraZeneca views coflaborations, including externalisation
arrangements in the field of research and development, as a crucial
element of the development of our business

The Group has completed over 80 major externalisation
transactions over the past three years, one of which was a

business acguwsition and all others were strategic alliances and
collaborations Detaills of our significant extemalisation transactions
are gven below The Group determines these to be significant using
arange of factors We look at the specific circumstances of the
indradual externalisation arrangement and apply several quantitative
and qualtative crtena Because we consider our exdernalisation
strategy to be an extension of our research and development
strategy, the expected total value of development payments under
the transaction and its proportion i our annual R&D spend, both of
which are proxes for overall research and development effort and
cost, are important elements of the significance determination
Other quantitative cntena we apply include, without kmitation,
expected levels of future sales, the possible value of milestone
payments and the resources used for commercialsation activities
{for example, the number of staff) Qualtative factors we consider in
our deterrnation of whether an externalisation arrangement 1s
significant include, without imtation, new market developments,
new terrtones, new areas of research and strategic implications

Based on the application of the quantitative and qualtative factors
descnbed above, we have determined that the following twe
externalisation arrangements are significant

Capitalisation and shareholder return
Dividend for 2010

> In January 2007, AstraZeneca signed an exclusive co-
development and co-promotion agreement with BMS for the
development and commercialisation of saxagliptin, a dipeptidyl
peptdase [V inhibrtor (DPP-IV) for the treatment of Type 2
diabetes, and dapaghfiozin, a selectve sodium-glucose co-
transporter 2 (SGLT2) inhibitor The agreement 1s global (with the
exception of Japan) for saxagliptin Under each agreement the
two companies jontly develop the clinical and marketing strategy
and share development and commercialisation expenses on a
global basis To date, AstraZeneca has made upfront and
milestone paymenits totathing $300 million for saxaglptin and
$50 milion for dapaghfiozin and may make future milestone
payments of $350 milion on dapaglfiozin contingent on
achievement of regulatory milestones and launch in key markets
Foltowing launch, profits and losses globally are shared equally
and an additional $300 mithon of sales-related payments for each
product may be triggered based on worldwide sales success
The Group made milestone payments to BMS of $50 million n
2010, $150 mulion in 2009 and $50 milicn in 2008

> In December 2009, AstraZeneca and Targacept entered into an
In-cence agreement for AstraZeneca to obtain exclusse global
development and commerciahisation nghts to Targacept's
investigational product for major depressive disorder (MDD),
TC-5214 TC-5214, which recently completed a Phase b chnical
tnal, is a nicotinic channel blocker that 1s thought to treat
depression by modulating the actnty of vanous neurcnal nicetinie
receptor (NINR) subtypes Under the deal, AstraZeneca made an
upfront payment of $200 milion and may make milestone
payments to a maxmum of $540 millon up to launch In addition,
Targacept will be entitled to receme royalties on wordwide
product sales and additional milestone payments linked to
worldwide product sales

Details of cur business acquisitions in the last three years are
contaned i Note 22 io the Financial Staterments from page 167

In aggregate, milestones capitalised under the Group's other
externalisation arrangements totalled $337 milion in 2010, $306
milion in 2009 and $62 milion in 2008, and the Group recognised
other iIncome in respect of other externalisation arrangements
totaling $82 midlion in 2010, $440 millon in 2008 and $216 million
n 2008

$ Pence SEK Payment data
First mtenm dmdend 070 44 9 512 130910
Secont ntenm drndend 185 167 1199 140311
Total 255 1616 1711
Summary of shareholder distnbutions
Shares Denend por Dwidend  Sharehoider
rehased Cost share cost  distributions
{ition) $m $ $m $m
2000 94 352 070 1,236 1,588
2001 235 1080 Q70 1,225 2,305
2002 283 1,190 070 1206 2,396
2003 272 1,154 0795 1350 2,504
2004 501 2,212 094 1555 3767
2005 677 3001 130 2,068 5,069
2006 722 4147 172 2,649 8,798
2007 799 4170 187 2,740 6,910
2008 136 610 205 2,971 3,581
2000 - - 230 3,339 3338
2010 537 2,604 255 3,617 6,221
Total 425 6 20,520 15 625 23,956 44,476

! Total dividend cost astimated based upon number of shares in issue at 31 December 2010
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Capitalisation

The total number of shares In issue at 31 Degember 2010 was
1,409 mulion 11 B mullion shares were 1ssued in consideration

of share option exercises for a total of $494 miion Share
repurchases amounted to 53 7 millon ordinary shares at a cost
of $2,604 millton Shareholders’ equity mcreased by a net
$2,553 millon o $23,213 million at the year end Non-controling
interests increased to $197 millon (2008 $161 milon)

Dividend and share repurchases

In recognition of the Group's strong balance sheet, sustanable
signeficant cash flow and the Board's confidence in the strategic
direction and long-term prospects for the business, the Board has
adopted a progressive dvidend policy, mtending to maintain or
grow the dwvidend each year

The Board has recommended an 8% mcrease in the second intenm
dividend to $1 85 {116 7 pence, 11 99 SEK} to be paid on 14 March
2011 This bnngs the full year dwdend 1o $2 55 (161 6 pence,

1711 SEK), an increase of 1%

In 2010, the Group recommenced its share repurchase
programme The Group completed net share repurchases of
$2.110 milion in 2010 The Board has announced that the Group
intends to complete net share repurchases in the amount of

$4 billon durng 201

In setting the distnibution policy and the overall financial strategy, the
Board’s aim 1s to continue to stnke a balance between the interests
of the business, our financial creditors and our shareholders After

biopharmaceutical ndustry can grow at least in ine with real GDP
over the planning honzon While downward pressure on revenue
from government interventions in the marketptace remans a
continuing feature: of the challenging market environment,
AstraZeneca’s assessment remains that, as yet, these have not
nsen to a “step-change” in trend The assurnptions for revenue,
margins and cash flow assume no matenal mergers, acguisitions or
disposals In addition, our plans assume no premature loss of
exclusmity for key AstraZeneca products It was also assumed that
exchange rates for our pnncipal cumrencies will not differ matenally
from the average rates that prevaled dunng January 2010, and
AstraZeneca sees no basis for matenal changes to exchange rate
assumptions

It 1s expected that revenue growth from key franchises that retan
exclusmity and continued growth in Emerging Markets will be
pressured by the [oss of market excluswity on a number of
products Revenue for 2011 will continue to be affected by the loss
of market exctusmty for Arrmdex n the US, and for Armudex

In Europe and In Established ROW once exclusmvity expires in
February 2011 The extent of genenc competition to Nexium

in Europe 1s ancther variable that coutd influence 2011 revenue

Over the last several years, the Group has undertaken significant
restructunng initiatives aimed at reshaping the cost base to improve
long-term competitiveness The first phase of the restructunng
programme 1s now complete at a cumutative cost of $2 5 billon

The second phase of restructuring, which was announced In
January 2010, 1s compnsed of a significant change programme

in B&D as well as additional productvity improvement initiatives in
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providing for business investment, funding the progressive dvidend the supply chan and SG&A Of the estimated $2 0 billion in costs 9
policy and meeting our debt service obhgations, the Board will keep anticipated for this phase of the programme, $1 2 bilion was 4
under review the opportunity to return cash in excess of these charged in 2010, the remainder will largely be taken in 2011 This ©
requrements to shareholders through penodic share repurchases programme will deliver annual benefits to the Group by 2014 §.
]
Future prospects Planning assumptions reman that continued productvity g’
As descnbed earler In our Annual Report, the coming years will be improvemnents (including successful completion of restructunng 5
chaflenging for the industry and for AstraZeneca as ks revenue base intiatives), will aid the achievernent of levels of revenue and margins 3
transitions through a period of exclusvity losses and new product to generate the requisite operating cash flow over the planning 2
launches AstraZeneca makes high level planning assumptions for penod to support the renvestment needs of the business, debt a
revenue evohution, margins, cash flow and business reinvestment to service obligations and shareholder distnbutions
help guide the management of the business The planning outicok
extends to 2014 AstraZeneca assumes that the globa) —
Results of operations - summary analysis of year to 31 December 2009 n
2009 Reported operating profit 2
2000 2008 Percentage of sales 2000 compared with 2008 3
Growth o
due io w
CER axchange Reportad Reported CER Reported S‘
Reported growth eftects Reported 2000 2008 growth growth -~
$m m Sm $m % % % % o
Revenue 32,804 2317 (1,114) 31,601 7 4 ?D
Cost of sales (5,775) 540 283 (6,598) (178) {(209) 8 (12} 3
Gross profit 27029 2857 (831 25003 824 791 11 8 L
Distnbution costs (298) (37) 30 (22) o 9) ©09) 13 3
Rasearch and development (4 409) 208 472 (5,179) (135 (16 4) 6 {15)
Saling, general and administrative costs {11 332 (945) 526 {10,913) {34 5) (34 B) 9 4 —
Other operating Incoma and expense 553 33 {4) 524 17 17 6 §
Oporating profit 11.543 2206 193 9144 352 289 24 26
Net finance expense (736) {463) a
Profit before tax 10,807 8681 %
Taxation (3,263) {2 551) o
Profit tor the penod 7.544 6,130 g
Basx earnings per share () 519 420 g"
:
o
3
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Financial Review

2009 Core operating resuits

2009 2008 2008 compared with 2008
Growth '
duaio Tatal
CER exchange CER Core '
Core growth effects Coma growth growth
$m $m $m $m % %
Gross margn 27,217 2660 {851) 25408 10 7
Distribution costs (208) (37) 30 (291) 13 3
Research and development {4,334} 150 469 4953) ()] {13)
Selling, general and adminisirative costs {9 890) (452 502 (9,840) 5 {1
Other operating income and expensa 926 194 {2) 734 26 26
Operating profit 153621 2515 148 10,958 23 24
Nt financa expense {736) (463)
Profit before tax 12,885 10495
Taxation (3,703) (3.056)
Profit for the period 9182 7,439
Basic earnings per share (§) 632 51C }
2009 Reconciliation of Reported results to Core results
Merck & Medimmune
2009 Restructuring Intangible Legal
Reported costs  Amorhisation  impaiments Provisions 2008 Coma
$m $m $m $m $m
Gross margin 27,029 188 - - - 27 217
Distbution costs {208} - - - - (298)
Research and development {4,400) 68 - 7 - {4 334)
Selling, general and administrative costs {11,332) 403 403 - 836 (9,890)
Orther gperating INcome and expense 553 - 108 265 - 926 |
Operating profit 11543 659 511 272 836 13,621 |
Add back Research and development 4409 68 - {7) - 4,334
Pre-R&D operating margin 15,952 891 511 285 636 17955
Net finance expense (736} - - - - (736)
Profit before tax 10,807 659 51 272 636 12 885
Taxation (3,263) (199} {125) (82 (34) {3,703)
Profit for the penod 7544 450 386 190 602 2182
Basic eamings per share {§) 518 032 027 013 o4 632

In 20089, sales increased by 7% (Reported 4%) 2009 revenues
benefited from strong growth of the Toprol-XL franchise in the US,
as a result of the withdrawal from the market of two other generic
metoprolol succinate products and from US government orders for
the HIN1 influenza (swine flu} vaccine, adjusting for these factors,
global revenue increased by 4% Further detalls of our 2009 sales
performance are given In the Performance 2009 sections of the
Therapy Area Review from page 50

Core gross margin of 83% for 2009 was 2 4% higher than 2008
{Reported 3 3%) Lower payments to Merck and continued
efficiency gains and mix factors were partizlly offset by hugher
royalty payments resulting from higher volumes of sales of
relevant products

Core R&D expenditure was $4,334 million for 2009, 3% lower than
the prior year (Reported 15%)}, as Increased investment in biologics
was more than offset by the continued productivity initiatives and
lower costs associated with late-stage development projects that
have progressed to pre-registration

Core SG8A costs of $3,890 million for 2008 were 5% higher than
the pnor year (Reported 4%) Stronger than expected revenue
performance provided the opportunity to drive future growth
through accelerated marketing investment for Emerging Markets
and currently marketed brands, and to suppert launch planning for
the new products awaiting registration SG&A expense growth also
included increased legal expenses and impaiment of intangible
assets related to information systems, which were only partially
offset by operational efficiencies

88 Financial Review Results of operations — summary analys:s of yaar to 31 December 2009

Core other operating income and expense of $926 million was
$192 milion higher than 2008, chiefly as a result of the disposal of
the co-prometion nghts of Abraxane™ and Nordic OTC portfolio
disposals in the first half of 2009

Impairment charges relating to intangible fixed assets totalled

$415 million dunng 2009 Charges totafing $272 million, being the
charges ansing frommpairments in respect of assets relating to our
HPV cervical cancer vaccing ncome stream and cther assets
capitalised as part of the Medimmune acquisition were excluded
from Core results

Developments in severat legal matters resulted in provisions totalling
$636 millkon in 2009

2008 restructuring costs totalling $659 million, incurred as the
Group continued Its previously announced efficiency programmes,
and amortisation totaling $511 million relating to assets capitalised
as part of the Medimmune acquisition and the Merck partial
retirement, which Impacted Reported operating profit, were also
excluded from Core performance

Core operating profit was $13,621 milion in 2009, an increase of
23% {Reported 26%) Core operating margin increased by 51% to
41 5% of revenue, as a result of sales growth, efficiencies across the
cost base, lower R&D spend and the disposals within other income

Net finance expense was $736 millon in 2009, versus $463 million

in 2008 The principal factors contnbuting to this Increase were the
continued reversal of a far value gain, reduced interest received due
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to lower Interast rates and a higher net INterest expensea on pension
obligattons, partially offset by reduced interest payable on lower net
debt balances

Net finance expense included a net far value loss of $145 mullion
(2008 $130 milion gan) as credit spreads reduced since the 2008
year end

The effective tax rate for 2009 was 30 2% Excluding the impact of
the $636 milion legal provisions, the effective tax rate would have
been 28 8% {2008 29 4%)

2009 Core EPS were $6 32, an increase of 23% from 2008, as the
increase In Gore operating profit was partialty offset by increased
net finance expense 2009 Reported EPS increased 24% to $5 19

Total comprehensive income for 2009 increased by $3,266 milion
from 2008 This was prncipally due to an increase in profit n 2009
of $1,414 million, beneficial exchange rate impacts on consohdation
of $1,365 milhon and reduced actuanal losses of $663 million
compared with 2008

Cash flow and hquidity - 2009
All data in this section 1s on a Reported basis

Cash generated from operating activites was $11,739 milion in
2009, compared with $8,742 mill:on in 2008 The increase of
$2,997 millon was pnncipally drnven by an increase i operating
profit before depreciation, amortisation and imparment costs of
$1,866 milion, offset by a decrease in non-cash temns of $287
milion, which includes far value adustments An improvement in
working capital flows, including short-term prowvisions of $1,538
milion, which also contributed significantly 1o this iIncrease, arose
prncipally from an increase in retums and chargebacks provisions
and the legal provisions made in 2009

Net cash outflows from investing actvities were $2,476 millon In
2009 compared with $3,896 million in 2008 The movement of
$1,420 rmillion was dug primanly to the payment of $2,630 million to
Merck in 2008 as part of the partial rebrement, and the proceeds
from the disposal of the Abraxane™ co-promotion nghts of $269
mitlien received In 2008, countered by an increase in the purchase
of short-term investments and fixed deposits of $1,372 milion

Cash distnbuticns to shareholders, through dividend payments,
were $2,977 million in 2009

Gross debt {including loans, shori-term borrowings and overdrafts)
was $11,063 millon as at 31 December 2009 (2008 $11,848
mithor) Of this debt, $1,926 millon was due within one year

(2008 $993 mullion)

Net funds of $535 milion improved by $7,709 million from net debt
of $7,174 miion at 31 December 2008

Financial position - 2009
All data i this section is on a Reported basis (unless noted
otherwise)

Net assets increased by $4,761 million to $20,821 million in 2009
The increase due to Group profit of $7.521 million was offset by
dividends of $3,026 milion Exchange rate movements ansing on
consolidation and actuanal losses also reduced net assets dunng
2009

Property, plant and equipment

In 2009, property, plant and equipment increased by $264 milion to
$7,307 million, pnmarly due to additons of $967 mithon andt
exchange rate movements of $391 milion offset by depreciation
and impairments of $343 milion

AstraZeneca Annual Report and Form 20-F Information 2010

Goodwill and intangible assets
Goodwill and intangible assets increased by $82 millon to
$22,115 milion

Goodwill pnncipally arose on the acquisition of Medimmune and on
the restructunng of our US joint venture with Merck in 1998 No
goodwill was capitalised in 2009

Intangible assets reduced by $37 million in 2009 to $12,226 million
Additions totatled $1,003 million, amortisation was $729 milion and
impairments totalled $415 millon Exchange rate impacts increased
intangible assets by $178 mition

Additions in 2009 ncluded $300 mifion in respect of milestone
payments made under our collaboration agreement with BMS,
$200 million In respect of our agreement with Targacept and
$126 milhon in respect of our agreement with Nektar

Dunng 2009, impairments totalled $415 milion $150 milion was
imparred as a result of a reassessment of the licensing income
generated by the HPV cervical cancer vaccine Imparments of
other assets acquired with Medimmune totalled $122 milion
Impairments related to our acquisttion of Medimmune and therefore
excluded from our Core results totalled $272 million In addition,
$93 million was written off products in development

Inventories
Inventones increased by $114 mition to $1,750 milion n 2009,
prncipally due to exchange rate impacts

Receivables, payables and provisions

Trade and other recevables increased by $448 million to

$7,709 millon Exchange rate movements increased recenvables
by $220 milion The underlying increase of $228 milion was driven
by ncreased sales in the final quarter and an increase In Insurance
recoverables

As of 31 Decernber 2009, legal defence costs of approximately
$656 million {2008 $512 million) have been incurred in connection
with Seroquet-related product kabiity claims The first $39 millon is
not covered by insurance At 31 December 2009, AstraZeneca
recorded an nsurance recevable of $521 milion (2008 $426
mition), represerting the maximum nsurance recevable that
AstraZeneca could recognise under applicable accounting
pnnciples at that time

In 2008, trade and cther payables increased by $1,604 millton
prmanly due to increases in US managed market accruals, accruals
In respect of intangibles investments made in the fourth quarter and
other accruals Trade and other payables included $2,618 million

in respect of accruals relating to rebates and chargebacks in our

US market

Dunng 2009 AstraZeneca made a provision of $636 million in
respect of vancus federal and state investigations and ¢l bigation
matters relating to drug marketing and pnctng practices

$524 milion of this provision was made in respect of the US
Attormey's Office invesbgation into sales and marketing practices
nvolving Seroquef with the remainder relating to average whelesale
price Iigation

Tax payable and recewvable

Net income tax payable increased by $885 milion to $2,853 milkon
in 2009, prncipally due 10 tax audit provisions, cash tax tming
differences and exchange rate movements

Retirement benefit obligations

Net retrement benefit obligatrons increased by $622 mifiion,
prncipally as a result of actuanal losses of $569 milion and adverse
exchange rate effects of $215 millon In 2009, approximately

97% of the Group's gbligations were concentrated in the UK, the

US and Sweden
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Financial Review

Fimancial nsk management

Financial risk management policies

Insurance

QOur nsk management processes are described in the Managing nsk
section from page 95 These processes enable us 1o Identify nsks
that can be partly or entrely mtigated through the use of insurance
We negotiate best avalable premium rates with insurance providers
on the basis of our extensive nsk management procedures In the
current Insurance market, the level of cover i1s decreasing while
premum rates are increasing Rather than simply paying higher
premiums for lower cover, we focus our Insurance resources on the
most crtical areas, or where there 18 a legal requrement, and where
we can get best value for money Risks to which we pay particutar
attention include business interruption, Dwrectors’ and Officers’
labiity and property damage Recently, insurance for product
liability has not been avallable on commercially acceptable terms
and the Group has not held product lability Insurance since
February 2006

Taxation

Tax nisk management forms an integrated part of the Group nsk
management processes Our tax strategy 1S to manage tax nsks
and tax costs i a manner consistent with shareholders’ best
long-term interests, taking INto account both economic and
reputational factors We draw a distinction between tax planning
using artrficial structures and optimising tax treatment of business
transactions, and we engage only in the latter

Treasury

The principal financiat nsks to which the Group s exposed are those
ansing from bquidity, interest rate, foreign currency and credit The
Group has a centralised treasury function to manage these nsks in
accordance with Board-approved policies Specifically, hiquidity nsk
1s managed through mantaining access to a number of sources of
funding to meet anticipated funding reguirernents, including
committed bank faciities and cash resources Interest rate nsk s
managed through mantaining a debt portfolio that 1s weighted
towards fixed rates of interest Accordingly, the Group's net interest
charge 15 not significantly affected by movements in floating rates of
interest We do not currently hedge the impact on earmings and
cash flow of changes in exchange rates, with the exception of the
currency exposure that anses between the booking and settiement
dates on non-local currency purchases and sales by subsicianes
and the external dwvidend, along with certan non-US dollar debt
Credtt nsk 15 managed through setting and monitoring credit lirmits
appropnate for the assessed nsk of the counterparty

Qur capital and nsk management objectives and policies are
descnbed in further detail in Note 23 to the Financial Statements
from page 168 and in the Managing nsk section from page 95

Sensitivity analysis of the Group's exposure to exchange rate and
Interest rate movements Is also detalled in Note 23 1o the Financial
Statements from page 168

Cntical accounting pohicies and estimates

Cur Financial Statements are prepared in accordance with IFRS
as adepted by the EU {(adopied iFRS) and as issued by the IASB,
and the accounting policies employed are set cut in the Group
Accounting Policies section in the Financial Statements from
page 142 In applying these policies, we make estimates and
assumptions that affect the reported amounts of assets and
labitites and disclosure of contingent assets and liabiities The
actual outcome could differ from those estmates Some of these
pohcies require a high level of udgement because the areas are
especially subyective or complex We believe that the most critical
accounting policies and significant areas of judgement and
estimation are in

90 Financial Review Financial nsk management

> Revenue recognition

> Research and development

> Imparrment testing of goodwill and intangible assets
> Liigation

> Post-retirement benefits

> Taxation

> Segmental reporiing

Revenue recognition

Revenue I1s recorded at the invoiced amount {excluding inter-
company sales and value added taxes) less movements in
esttmated accruals for rebates and chargebacks given to managed-
care and other customers and product retumns — a particular feature
in the US The impact in the rest of the world 1s not significant It

1s the Group's policy to offer a credit note for all returns and to
destroy all returned stock in all markets Gash discounts for prompt
payment are also deducted from sales Revenue s recognised at
the point of delvery, which s usually when title passes to the
customer either on shipment or on receipt of goods by the
customer depending on local trading terms  Income from royalties
and from disposals of intellectual property, brands and product
lines 18 included in other operating income

Rebates, chargebacks and returns in the US

At the tma of invoicing sales in the US, rebates and chargebacks
that we expect to pay, in as little time as two weeks or as much

as eight months, are estimated These rebates typically anse

from sales contracts with third party managed-care organisations,
hospitals, long-term care facilies, group purchasing organisations
and vanous federal or state programmes (Medicaid 'best price’
contracts, supplemental rebates etc) and can be classified as follows

> Chargebacks, where we enter into arrangements under which
certain parties, typically hospitals, the Department of Veterans
Affairs, Public Health Service Covered Entities and the
Department of Defense, are able to buy products from
wholesalers at the lower prices we have contracted with them
The chargeback is the difference between the pnce we Invoice to
the wholesaler and the contracted pnce charged by the
wholesaler Chargebacks are paid directly to the wholesalers

> Regulatory, ncluding Medicaid and cther federat and state
programmes, where we pay rebates based on the spectfic terms
of agreements with the US Department of Health and Human
Services and with individual states, which include product usage
and nformation on best prices and average market pnces
benchmarks

> Contractual, under which entities such as third party managed-
care organisations, long-term care faciities and group purchasing
crganisations are entitled to rebates depending on specified
performance provisions, which vary from contract to contract

The effects of these deductions on our US pharmaceuticals revenue
and the movements on US pharmaceuticals revenue provisions are
set out opposite

Accrual assumphtions are built up on a preduct-by-product and
customer-by-customer basis, taking nto account specific contract
provisions coupled with expected performance, and are then
aggregated into a weighted average rebate accrual rate for each of
our products Accrual rates are reviewed and adjusted on a monthly
basis There may be further adjustments when actual rebates are
invoiced based on utiisation information submitted to us {in the
case of contraciual rebates) and clams/invoices are received (in the
case of regulatory rebates and chargebacks) We believe that we
have been reasonable in our estimates for future rebates using a
similar methodology to that of previous years Inevitably, however,
such estimates involve Judgements on aggregate future sales levels,
segment mix and the customer's contractual performance
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Gross to net sales

2010 2009 2008

Sm &m $m

Gross sales 22,909 22,646 20029

Chargebacks {2,075} (1 841) {1,728}

Regulatory — US government and state programmes (1,949) (1357) {1005)

Contractual - Managed-care and group purchasing organisation rebates (4,755) {4 752) {3 658)

Cash and other discounts 337} {428) (390}

Customer retumns {21) {193) {48}

Qther {265) {196) (167}

Net sales 13,407 13,879 13035
Movement in provisions

Brought Carried

forward at Adjustment in forward at

1.January Provisionfor respectof Retumsand 31 Dacember

2010 cwrentyear prior years payments 2010

$m $m $m $m $m

Chargehbacks 396 2,107 A2y {1,948) 523

Regulatory - US government and state programmes 175 1,984 {35) {1,602) 1,122

Contractual - Managed-care and group purchasing organisation rebates 1,447 4,826 {7) (5,008) 1,184

Cash and other discounts 41 428 {n {437) 41

Customer returns 177 22 (W] (65) 133

Other 59 269 (4) {260) 64

Total 2,895 9,646 (144) {9,320) 3,077

Brought Camed

torward at Adustment in lorward at

1January  Prowision for respact of Retumsand 31 Oecember

2008 current year pricr years payments 2009

$m $m $m $m Sm

Chargebacks 359 1947 {106) {1 804) 396

Regulatory - US government and state programmes 520 1373 {18) (1,102 775

Contractual - Managed-care and group purchasing organisaton rebates 1084 4732 20 (4,389) 1,447

Cash and other discounts 39 428 - (426) L)

Customer returmns 77 194 {1 {93) 177

Other 57 198 & {194) 59

Total 2,136 8,872 {105) (8 008) 2895

Brought Carried

forward at Adiustrnent in forward at

1Jdanuary  Prowision for respectof  Retumns antt 31 December

2008  curent year prioF years payments 2008

$m $m $m &m Sm

Chargebacks 186 1,745 (19) {1553) 359

Regulatory - US government and state prograrmmes 428 Q97 8 913} 520

Contractual - Managed-care and group purchasing organsation rebates 800 622 36 (3 474) 1084

Cash and other discounts 38 380 - (389) 39

Customer retums 85 48 - (56) 77

QOther 53 167 - {163) 57

Total 1,690 8 969 25 (6 548) 2136

Cash discounts are offered to customers to encourage prompt
payment Accruals are calculated based on histoncal expenence
and are adjusted to reflect actual expenence

Industry practice i the US allows wholesalers and pharmacies to
return unused stocks within six months of, and up to 12 months
after, shelf-ife expiry The customer 1s credited for the retumed
product by the issuance of a credit note Returmned product 1s not
exchanged for product from inventory and once a return claim has
been determined to be vald and a credit note has been issued to
the customer, the returned gooeds are destroyed and not resold
At the pomnt of sale In the US, we estimate the quantity and value
of goods which may ultimately be returned Our retumns accruals
In the US are based on actual expenence Qur estimate 1s based
on the preceding 12 months for established products together
with market-related information, such as estimated stock levels

at wholesalers and competitor actvity, which we receve via thurd
party nformation services For newly launched progucts, we

use rates based on our expenence with similar products or a
pre-determined percentage

AstraZeneca Annual Report and Form 20-F Information 2010

For products facing genenc competition {such as Arrmdex and

Merrem in the US) our expenence 1s that we usually lose the ability
to estimate the levels of returns from wholesalers with the same
degree of precision that we can for products still subject to patent
protection This i1s because we have Imted or no insight into a
number of areas - the actual trming of the launch of a genanc
competitor following regulatory approval of the genenc product (for
example, a genenc manufacturer may or may not have produced
adequate pre-launch inventory), the pncing and marketing strategy
of the competitor, the take-up of the genenc and (in cases where

a genenc manufacturer has approval to launch just one dose size
in a market of several dose sizes) the likely level of switching from
one dose to ancther Under our accounting policy, revenue IS
recogrised only when the amount of the revenue can be measured
reliably Our approach in meeting this condition for products facing
genenc competition will vary from product to product depending
on the specific crcumstances

Financial Review Cntcal accounting poficies and estmates 91
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Financial Review

Tha closing adustrment in respect of pnor years benefited 2010 net
US pharmaceuticals revenue by 11% (2009 increased revenue by
0 8%, 2008 decreased revenus by 0 2%) However, taking into
account the adjustments affecting both the current and the

prior year, 2009 revenue benefited by 0 3% and 2008 revenue
decreased by 10%

We have distnbution service agreements with major wholesaler
buyers which serve to reduce the speculative purchasing behaviour
of the wholesalers and reduce shert-term fluctuations in the level

of inventory they hold We do not offer any incentives to encourage
wholesaler speculatve buying and attempt, where possible, to restnct
shipments to underying demand when such speculation ocours

Sales of intangible assets

A consequence of charging all internal R&D expenditure to the
income statement in the year n which it s incurred (which is normal
practice in the pharmaceutical ndustry} is that we own valuable
ntangible assets which are not recorded on the balance sheet

We also own acquired intangible assets which are included on the
balance sheet As a consequence of regular reviews of product
strategy, from time to time we sell such assets and generate
ncome Sales of product hnes are often accompanied by an
agreement on cur part to continue manufacturing the relevant
product for a reascnable penod (often about two years) while the
purchaser constructs its own manufactunng faciites The contracts
typically nvobve the receipt of an upfront payment, which the
contract atinbutes to the sale of the Intangible assets, and ongoing
receipts, which the contract attnbutes to the sale of the product
we manufacture In cases where the transaction has two or more
components, we account for the delivered item (for example,

the transfer of title to the ntangible asset) as a separate urit of
accounting and record revenue on delivery of that component
provided that we can make a reasonable estimate of the farr value
of the undelvered compenent Where the farr market value of the
undelvered component {for example, a manufactunng agreement)
exceeds the contracted pnce for that compaonent, we defer an
appropnate element of the upfront consideration and amortise this
over the performance perod However, where the far market value
of the undelivered component 1s equal to or lower than the
contracted price for that component, we treat the whole of the
upfront amount as being attnbutable to the delivered intangible
assets and recognise that part of the revenue upon delivery No
element of the contracted revenue related to the undelivered
component 1s allocated to the sale of the iIntangible asset This

1s because the contracted revenue relating to the undelvered
component 1s contingent on future events (such as sales) and so
cannot be anticipated

Research and development

Cur business I1s underpinned by our marketed products and
development portfolio The R&D expenditure on internal actvities
to generate these products 15 generally charged to profit in the
year that it is incurred Purchases of intellectual property and
product nghts to supplement our R&D portfolio are capitalised as
mtangble assets Further details of this policy are included in the
Group Accounting Policies section of our Financial Statements on
page 142 Such intangible assets are amortised from the launch of
the undenying products and are tested for imparment both before
and after launch This policy i1s in ine with practice adopted by major
pharmaceutical companies

Impairment testing of goodwill and mtangible assets

We have significant iInvestments in goodwill and intangible assets as
a resutt of acquisitions of businesses and purchases of assets, such
as product development and marketing nghts

Detalls of the estmates and assumptions we make in our annual

impairment testing of goodwill are Included in Note 8 to the Financial
Statements on page 154 No mparment of goodwill was identified

92 Financial Review Critical accounting policies and estimates

Impairment reviews have been camed out on all Intangible assets
that are in development (and not being amortised), all major
intangible assets acquired dunng the year and all intangible assets
that have had indications of imparrment dunng the year Sales
forecasts and specific allocated costs (which have both been
subject to appropnate senor management sign-off) are discounted
using appropnate rates based on AstraZeneca’s nsk-adjusted
pre-tax weighted average cost of caprtal In bulding to the range of
rates used in our internal Investment appraisal of future projects and
capital nvestment decisions, we adjust our weighted average cost
of capital for other factors, which reflect, without bmitation, local
matters such as nsk on a case by case basis

Intangible asset mparment charges recorded in 2010 included
$445 milion following our decision to withdraw cur FDA biological
license application for motavizumab as detaled on page 156 and
$128 million related to our decision to discontinue further
development of lesocgaberan {AZD3355)

The majonty of our nvestments in ntangible assets and goodwil
arose from the restructunng of the joint venture with Merck in 1998,
the acquisition of Medimmune in 2007 and the payments to partially
retire Merck’s interests in our products in the US in 2008 and 2010,
and we are satisfied that the carrying values at 31 December 2010
are fully justified by estimated future cash flows The accounting for
our arrangements with Merck 1s fully exptained in Note 25 to the
Financial Statements from page 178

Further details of the estimates and assumptions we make in
imparment testing of intangible assets are included in Note 8 to
the Financiat Statements from page 155

Litigation

In the normal course of business, contingent liabilities may anse
from product-specific and general legal proceedings, from
guarantees or from environmental labiities connected with our
current or former sites Where we beleve that potential habilities
have a less than 50% probabiity of crystalising or where we are
unable to make a reasonable estimate of the labulity, we treat them
as contingent habilies These are not provided for but are disclosed
in Note 25 to the Financial Statements from page 178

In cases that have been settled or adudicated, or where
guantfiable fines and penalties have been assessed and which are
not subject to appeal (or other simular forms of relief), or where a loss
Is probabie (more than 50% assessed probability) and we are able
{0 make a reasonable estimate of the loss, we indicate the loss
absorbed or the amount of the provision accrued

AstraZeneca 1s defending its interests In vanous federal and state
investigations and cml litigation matters relating to product liability
and to drug marketing and pricing practices and tn respect of which
AstraZeneca has made an aggregate provision of $612 million in
the year $592 milion of this prowision has been made in respect of
the ongoing Seroguef product lability ktigation and state attomey
general Investigabons into sales and markebing practices n
aggregate The current status of these matters 1s descnbed more
fully n Note 25 to the Financial Statements from page 178, mcluding
our position on recovery of legal defence costs on page 190 This
provision constitutes our best estimate at this time of the losses
expected for these matters

Whera it 1s considered that the Group 1s more Ikely than not to
prevail, or in the rare circumstances where the amount of the
legal hability cannot be estimated reliably, tegal costs involved in
defending the claim are charged to profit as they are incurred
Where it 15 considered that the Group has a vald contract which
provides the nght to rembursement (from insurance or otherwise)
of legal costs and/or all or part of any loss incurred or for which a
provision has been established and we consider recovery 1o be
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virtually certain, then the best estimate of the amount expected to
be receved 1s recognised as an asset

Assassments as to whether or not to recognise provisions or assets
and of the arnounts concerned usually Invelve a senes of complex
Judgements about future events and can rely heavily on esbmates
and assumptions AstraZeneca believes that the provisions
recorded are adequate based on currently available information and
that the insurance recovenes recorded will be recerved However,
given the inherent uncertainties involved in assessing the outcomes
of these cases and i estimating the amount of the potential losses
and the associated nsurance recovenes, we could in future penods
incur jJudgments or Insurance settlements that could have a matenal
adverse effect on our results in any particular penocd

The position could change over time, and there can, therefore, be
na assurance that any losses that rasult from the outcome of any
legal proceedings will not exceed the amount of the prowsions that
have been booked in the accounts

Although there can be no assurance regarding tha outcome of legal
proceedings, we do not currently expect them to have a matenal
adverse effect on our financial pasition, but they could significantly
affect our financial results in any particular penod

Post-retirement benefits

We offer post-retirement benefit plans which cover many of our
emplayees around the world In keeping with local terms and
conditions, mest of these plans are ‘defined contnbution’ in nature,
where the resulting iIncome statement charge 1s fixed at a set level
or s a set percentage of employees’ pay However, several plans,
mainly In the UK (which has by far the largest single scheme), the
US and Sweden, are defined benefit plans where benefits are
based on employees' length of service and final salary (typically
averaged over one, three or five years) The UK and S defined
benefit schemes were closed to new entrants in 2000 All new
employees in these countries are offered defined contnbution
schemes The benefits provided by the UK pension plan were
modified durng 2010 As detaled on page 83 and Note 18 to the
Financial Statements from page 162, In accordance with IAS 19
'Employee Benefits’, we recognised a gain of $791 miflion in the year
ansing from changes made to benefits under certain of the Group's
post-retirement plans, chiefly the freezing of future pensicnable pay
at 30 June 2010 levels under the Group's UK pension plan

In applying IAS 19, we recognise all actuanal gains and losses
immediately through reserves This methodology results in a

less volatile Income statement charge than under the alternative
approach of recogmsing actuanal gains and losses over time
Investment decisions in respect of defined benefit schemes are
based on underlying actuanal and economic circumstances with
the intention of ensunng that the schemes have sufficient assets
to meet labiites as they fall due, rather than meeting accounting
requrements The trustees foliow a strategy of awarding mandates
to specialist, active investrment managers, which results in a broad
diversification of Investment styles and asset classes The
investment approach 1s intended to produce less volablity in

the plan asset returns

In assessing the discount rate applied to the obligations, we have
used rates on AA corporate bends with durations corresponding to
the matunties of those cbhigations except in Sweden where we have
used rates on government bonds as the market in lugh quaiity
bonds 18 insufficiently deep

In all cases, the pension costs recorded in the Financial Statements
are assessed in accordance wath the adwvice of independent
qualfied actuanes but require the exercise of significant jJudgement
In relation to assumptions for future salary and pension Increases,
leng-term pnce inflation and investment retums
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Taxation

Accruals for tax contingencies require management to make
Judgemenis and estimates in relation to tax audit 1ssues and
exposures Amounts accrued are based on management's
interpretation of country-specific tax law and the kelhood of
settlernent Tax benefits are not recognised unless the tax positions
are probable of being sustained Once constdered to be probable,
management reviews each material tax benefit to assess whether a
provision should be taken against full recognition of the benefit on
the basis of potential settterment through negotiation and/or
htigation All such provisions are ncluded in creditors due within one
year Any recorded exposure to interest on tax latilities 1s provided
for in the tax charge

AstraZeneca faces a number of transfer pncing audits in
unsdictions arcund the world and, in some cases, Is In dispute with
the tax authoriies These disputes usually result in taxable profits
being increased in one terntory and correspondingly decreased in
another Our balance sheet posiions for these matters reflect
appropnate corresponding relief in the terntones affected

Further detalls of the estimates and assumptions we make in
determining our recorded liability for transfer pricing audits and
other tax contingencies are included In the tax section of Note 25 of
the Financial Statements on page 195

Segmental reporting

In 2009, AstraZeneca adopted IFRS 8 ‘Operating Segments’ IFRS
8 requires an entity to report financial and descnptve informaton
about its reportable segments Reportable segments are operating
segments or aggregations of operating segments that meet
specified ¢ntena In addressing these critena, it was determined
that AstraZeneca is engaged in a single business actmty of
pharmaceuticals and that the Group does not have multiple
operating segments Further detalls of our consideration of IFRS 8
are given in our Group Accounting Policies from page 145

Sarbanes-Oxley Act section 404

As a consequence of our listing on the NYSE, AstraZeneca is
required to comply with those provisions of the Sarbanes-Oxley Act
applicable to foreign issuers Section 404 of the Sarbanes-Oxley
Act requires companies annually to assess and make public
staternents about the qualty and effectiveness of ther internal
control over financial reporting

Our approach to the assessment has been to select key transaction
and financial reporting processes in our largest operating units and
a number of specialist areas, such as financial consohdation and
reporting, treasury operations and taxaton, so that, in aggregate,
we have covered a significant proportion of each of the key ine
rtems n our Financial Statements Each of these operating units
and spectalist areas has ensured that its relevant processes and
controls are documented to appropnate standards, taking into
account, in particular, the guidance provided by the SEC We have
also reviewed the structure and operation of our ‘entity level’ controt
environment This refers to the overarching control environment,
including structure of reviews, checks and balances that are
essential to the management of a well-controlled business

The Directors have concluded that our internal control over financial
reportng 18 effective at 31 December 2010 and the assessment 1s
set out In the Directors’ Responsibilities for, and Report on, Internal
Control over Financial Reporting on page 136 KPMG Audit Pic has
audited the effectiveness of our internal control over financial
reporting at 31 December 2010 and, as noted in the Auditor's
Report on the Financial Statements and on Internal Control over
Financiad Reporting (Sarbanes-Oxley Act section 404) on page 137,
their repart 1s unqualfied
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What is our
approach to risk

management?

We encourage clear
decision making as
to which risks we
take and how we
NERECERGEN




Risk

In this section we describe our key nsk
management and assurance mechanisms, and
the principal nsks and uncertainties which we
currently consider to be material to our business
in that they may have a significant effect on our
financial condition, results of operations and/or
reputation Specific nsks and uncertainties are
also discussed at various points In the Business
Review section from page 24, where relevant

Managing nsk

As an innovation-driven, global, prescription-based
biopharmaceutical business, we face a diverse range of nsks and
uncertanties that may adversely affect our business Our approach
to nsk management 1s designed to encourage clear decision
making as to which nsks we take as a business and how we
manage those nisks, N each case nformed by an understanding

of the commercial, financial, comphance, legal and reputational
implications of these nsks

We work continuously 10 ensure that we have effective nsk
management processes in place to support the delivery of our
strategic objectives, the matenal needs of our stakeholders and our
core values We monitor our business activities and our extemal
and internal envirgnments for new, emerging and changing nsks to
ensure that these are proactively managed at the appropnate levet
as they anse

The Board believes that the processes and accountabilites which
are In place (and descnbed below in further detail) prowvide it with
adequate nformation on the key nsks and uncertainties facing the
busness Further inforrmation about these nsks and ungertainties is
set out N the Pnncipal nsks and uncertainties section from page 86

Embedded in business processes

We strive to ensure sound nsk management 1s embedded within
our strategy, ptanning, budgeting and performance management
processes The Board has defined the Group’s nsk appetite
expressing the acceptable levels of nsk for the Group using three
key dmensions {earnings and cash flow, return on investment and
reputation) Thes definition provides a clear staternent of the Board's
postion on nsk and enables, in quanttative and qualitative terms,
the level of nsk the Group 18 prepared to take in ndvidual decisions,
In pursuit of its overall objectives, to be taken into account

Annually, the Group develops a long-term business plan to support
the delivery of its strategy and the Board reviews and confims that
the business plan conforms 1o its nsk appetite Line management
are accountatle for identfying and managing nsks, and for
delivenng business objectives within the Group's nsk appetite
Each area for which a SET member i1s responsible (a SET function)
1S required to provide a comprehensive assessment of its nsks as
part of the annual business planning process Identified nsks are
mapped to AstraZeneca’s nsk ‘taxonomy’, which provides a
structured disaggregation of the potential strategic, operational,
compliance and reputational nsks facing the Group
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The CEQ and the CFO undertake quarterly business reviews
(QBRs) with each SET function where the key risks are reviewed
Business managers within each SET function are required to
prowide quarterly updates on therr key nsks and these are
consolidated to create the list of key nsks for that SET function for
review at the QBRs The key nsks for gach SET function are then
aggregated into a Group nsk register The purpose of the nsk review
15 to identify and measure nsks, and to define and review nsk
management and mitigation plans Risk management standards,
guidelines and supporhng tools are In place to support the
managers in the effectve identification, reporting, management
and mitigation of nsk

Our approach to nisk management includes the development of
business resiience plans 1o prowide for situations where specific nsks
have the potental to severely impact our business Global business
resiience plans covering cnsis management, business continuity
and emergency responses are In place, supported by the traning

of relevant business managers and cnsis simulation actvibes

One of our strategic pnorities 13 to ensure that a culture of ethics
and integnty 1s embedded in all business practices Cur Code of
Conduct and our Global Policies and Standards set mandatory
minimurm standards of responsible behaviour for all employees In
addition, all employees receive annual traning on the requirements
of our Code of Conduct, as well as more specittic targeted traning
on particular policies and stancards Employees are encouraged to
raise queshions on the practical application of these standards and
to report suspected breaches and incidents of non-compliance
through the reporting channels descnbed in our Code of Conduct

For information about how we identfy and manage the nisks
assoctated with ‘responsible business’, please see the
Accountabiities and responsibilities section of the Respons:ible
Business section on page 41

Key responsibilities

Management of nsk

Day-to-day management of nsk I1s delegated from the Board to

the CEQ and through the SET to ine managers SET management
areas are accountable for establishing an appropnate line
management-led process and for provicding the resources for
supporting effective nsk management

Line and project management are accountable for the management
of nsk within the context of thewr functienal or cross-functional rermit
or project Line managers have pnmary responsibility for identifying
and managing nsk and for putting in place appropriate controls and
procedures to monitor therr effectiveness

Oversight and manitornng

The SET is responsible for overseeing and monitoring the
effectiveness of the nsk management processes implemented by
management Specialist nsk and compliance functions support the
SET by prowiding and advising on policy and standard setting,
moenitoring and auditing, communication and training, and reperting
an the adequacy of lne management processes as they apply to
managing nsk throughout the business

Risk 95
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Risk

Our compliance organisation 1s compnsed of the Global
Compliance function together with a wide range of specialist
compliance functions Glebal Compliance maintans our Code of
Conduct and Global Policies and Standards and ensures that an
effective compliance programme 1s.1n place to ensure comphance
with the 16 Pnnciples of our Code of Conduct and relevant policies
and standards

The specialist compliance functions support line management and
SET to manage nsk In specific regulated areas to ensure ongoing
legal and regulatory complance These specialist groups include
Good Laboratory, Clinical and Manufactunng Comphance, Sales
and Marketing Comphance, Medical and Regulatory Affarrs,
Financial Control and Comphance, Safety, Heafth and Ervironment,
Information Secunty and Data Privacy, and Secunty

When a potential compliance breach is identified, the complance
organisation undertakes an internal investigation Should the
investigation conclude that an actual compliance breach has
occurred, the comphance orgarisation will consider whether the
Company needs to make a disclosure and/or to report the findings
to a regulatory or governmental authorty When appropnate, the
compliance organisation will engage external adwisers to conduct
and/or advise on investigations

Management reporting and assurance

The Audt Commuttee 18 compnsed of five Non-Exgcutive Directors
and 1s accountable, among other things, for assessing the
adequacy and effectiveness of the nsk management systerns and
processes implemented by management The Audit Committee
receves reguiar reports from the external auditor and the following
business functions

> Group Internal Audit {GlA) ~ independent assurance reports
on the Group's nsk management and control framework

> Global Compliance — compliance programme reports on
key compliance nsks, updates on key complance inhatives,
performance aganst the Global Compliance scorecard,
complance ncidents and investigations including calls made
by employees to the AZethics and Medimmune helplines

> Financial Control and Compliance Group ~ reports on Sarbanes-
Oxley Act comphance and the financial control framework

> Management — the Group-level nsk summary from the annual
business planning process and QBRs and reports on the
performance management and monitonng processes

The Audit Committee reviews and reports to the Board following
each Audit Committee meeting on the overall framework of nsk
management and internal controls and 1s responsible for promptly
bnnging to the Board's attention any significant concerns about the
conduct, results or outcome of Internal audits and cther compliance
matters For further information on the Audit Cormmittee, see the
Audit Committee section from page 113

GlA)s an independent assurance and advisory function that reports
to, and Is accountable to, the Audit Committee GlA's budget,
resources and programme of audits are approved by the Audit
Committee on an annual basis and the findings from its audit work
are reported to, and are discussed at, each Audit Committee
mestng A core part of the audit work carmed out by GiA includes
assessing how AstraZeneca 1s managing nsk and reviewing the
effectiveness of selected aspects of AstraZeneca’s nsk control
framewaork, including the effectiveness of other assurance and
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compliance functions within the business Dunng 2010, GIA
assessed the effectiveness of a number of core compliance and
operational processes operating within the business as well as the
effectiveness of nsk mitigation plans in a number of high nisk and/or
business cntical areas

Principal nsks and uncertainties

The pharmaceutical sector s inherently nsky and a vanety of nsks
and uncertainties may affect our business Here we summarse,
under the headings Product pipeline nsks, Commercialisation and
business execution nsks, Supply chain and delivery risks, Legal,
regufatory and compliance nsks, and Economic and financial neks,
the pnncipal nsks and uncertanties which we currentty consider to
be matenal to our business in that they may have a significant effect
on our financial condition, results of cperations and/or reputation

These nisks are not histed in any assumed order of prionty Other
nsks, unknown or not currently considered material, could have a
similar effect We believe that the forward-looking statements about
AstraZeneca in this Annual Report, identified by words such as
‘anticipates), ‘believes’, ‘expects’ and ‘ntends’, are based on
reasonable assumptions However, forward-locking statements
nvolve inherent nsks and uncertanties such as those summansed
below because they relate 1o events and depend on circumstances
that will occur in the future, and may be influenced by factors
beyond our control and/or may have actual outcomes matenally
different from our expectations

Product pipehne nsks

Failure to meet development targets

The development of any pharmaceutical product candidate 1s a
complex, nsky and tme-intensive precess INvolving significant
financial, R&D and cther resources, which may fal at any stage
of the process due to a number of factors, including

> Failure 1o obtain the required regulatory or marketing approvals for
the product candidate or the faciites in which 1t 18 manufactured

> Unfavourable data from key studies

> Adverse reactions to the product candidate or indications of other
safety concerns

> Fallure of R&D to develep new and differentiated product
candidates

> Fallure o demonstrate adequately cost-effective benefits to
regulators

> The emergence of competing products

A succession of negative drug project results and a falure to
reduce development tmefines effectively could adversely affect the
reputation of our R&D capabilities Furthermore, the falure of R&D
to yreld new products that achieve commercial success s Iikely to
have a matenal adverse effect on our financial condition and results
of operations

Production and release schedules for biclogics may be more
significantly impacted by regulatory processes than other products
due to more complex and stringent regulaticn on the manufactunng
of biologics and their supply chain
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Oifficulties of obtaining and maintaining regulatory approvals

for new products

We are subject to stnct controls on the development, labeling,
manufacture, distnbution and marketing of our pharmaceutcal
products The requirements to obtain regulatory approval based

on a product's safety, efficacy and quality before it can be marketed
for a specified therapeutic Indication or Indications in a particular
country, and to mamntain and to comply with Ilcences and other
reguiations relating to its manufacture and marketing, are
particularty important The submission of an apphcation to
regulatory authorities {which are different, with different
requirermnents, N each region or country) may or may not lead to
approval to market the product Regulators can refuse to grant
approval or may require addional data before approvat is given,
even though the medicine may already be launched in other parts
of the world The countries that constitute key markets for our
pharmaceutcal products include the US, certain countries of the
EU and Japan The approval of a product 1s required by the refevant
regulatory authonty In each country, afthough a single pan-EU MAA
can be obtained through a centralised procedure

In recent years, companies sponsonng new drug applications and
reguiatory authonties have been under increased pubhc pressure to
apply more conservative nsk/benefit critena and, n some instances,
the applicable regulatory authonties require a company to develop
plans to ensure safe use of a marketed product before a
pharmaceutical product 1s approved, or after approval, if a new

and significant safety issue 1s established In addition, third party
interpretation of publicly available data on our marketed products
has the potential to influence the approval status or labelling of a
currently approved and marketed product Further, the predictability
of the outcome and trming of rewew processes remans challenging,
particularty in the US, due to competing regulatory pnonties and

a continuing sentiment of nsk aversion on the part of regulatory
reviewers and management Delays in regulatory reviews and
approvals could impact the tming of a new product launch and

the drive for public transparency of the review processes through
the more extensive use of public advisory committees, which in

the US, conbinue to add to the unpredictability of the process

For example, the approval of Batinta and Axanum n the US has
been delayed by Complete Response Letters which requested
further data and/or analyses

Failure to cbtain effectve intellectual property protection

Our policy and a key business prionty 15 to protect our investment
in R&D by secunng appropnate intellectual property protection

N respect of our inventions and innovatons  Our ability to obtain
and enforce patents and other proprietary nghts in relation to our
products s, therefore, an important element of our ability to create
long-term value for the business

A numnber of the countnes in which we operate are still developing
their intellectual property laws or may even be imiting the
applicabiity of these laws fo pharmaceutical inventions such

that certain countries may seek to imit or deny effective patent
pratection for pharmaceuticals Limtations on the avalability of
patent protection or the use of compulsory licensing in certain
countnes In which we operate could have a matenal adverse effect
on the pneing and sales of our products and, consequently, could
matenally adversely affect our revenues from them More
nformation about protecting our intellectual property 1s contained
in the Intelfectual Property section from page 30 and information
about the nsk of patent itrgation and the early loss of mtellectual
property nghts is contaned i the Patent litigation and early loss
of intellectual property nghts saction frorm page 98
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Delay to new product launches

Qur continued success depends on the development and
successful launch of Innovative new drugs The anticipated launch
dates of majar new products have a significant iImpact on a number
of areas of our business, INcluding INvestment in large clhinical
studies, the manufacture of pre-launch stocks of the products,
investment in marketing materials ahead of a product launch, sales
force traming and the timing of anticipated future revenue streams
from commercial sales of new products These launch dates are
primanly drven by the development programmes that we run and
the demands of the regulatory authonties in the approvals process,
as well as pncing negotaton in some countnes Delays to
anticipated launch dates can result from a number of factors
Incluchng adverse findings in pre-clinical or cknical studies,
regulatory demands, compettor actmty and technology transfer
Significant delays to anticipated launch dates of new products could
have a matenal adverse effect on our financial condition and rasults
of operations For example, for the launch of products that are
seasonal In nature, delays for regulatory approval or manufactunng
difficulties can have the effect of delaying launch to the next season
which, in tum, may significantly reduce the retum on costs incurred
in prepanng for the launch for that season In addition, a delay in the
launch may give nse to increased costs if, for example, marketing
and sales efforts need to be rescheduled or protracted for longer
than expected

Strategic allances formed as part of our extenalisation strategy may
be unsuccessful

We seek technology hcensing arrangements and strategic
collaborations to expand our product portfolio and geographical
presence as part of our business strategy

Such hcensing arangements and strategic collaborations are key
to enable us to grow and strengthen the business If we fail to
complete these types of collaborative projects in a tmely manner,
on a cost-effective basis, or at all, we may not realse the expected
benefits of any such collaborations The success of such current
and future arrangements 1s largely dependent on the technology
and other intellectual property we acquire and the resources, efforts
and skills of cur partners There 15 a nsk that these collaboratve
projects may be unsuccessful Disputes and difficuties in such
relationships may anse, often dus to conficting pnonties or conflicts
of interest of the partes, which may erode or eimmnate the benefits
of these allances H, for example, the agreements are terminated,
insufficient financial or other resources are made available to the
allances, intellectual property 1s negatvely mpacted, obligations
are not performed as expected, controls and commercial himitations
are ymposed over the marketing and promotion of the collaboration
products, or challenges in achieving commercial success of the
product are encountered dunng the development process Also,
under many of our strategic allances, we make miestone payments
well in advance of the commerciaksation of the products, with no
assurance that we will recoup these payments If these types of
transactions are unsuccessful, this may have a matenal adverse
effect on our financial conditon and results of operations

Furthermore, we expenence strong competition from other
pharmaceutical companies In respect of licensing arrangements
and strategic collaborations, which means that we may be
unsuccessiul In establishing some of our ntended projects If we
are unsuccessful In establishing such projects in the future, this may
have a matenal adverse effect on our financial conditton and results
of operations
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Risk

Commercialisation and business execution nsks
Challenges to achieving commercial success of new praducts
The successful launch of a new pharmaceutical product involves
substantial investment in sales and marketing actvities, launch
stocks and other items The cornmercial success of our new
medicines 1s of particular importance to us in order to replace sales
lost as and when patant protection expires If a new product does
net succeed as anticipated or its rate of sales growth is slower than
anticipated, there 1s a nsk that the costs incurred in launching it
could have a matenal adverse effect on our financial condiion

and results of operatons We may ultimately be unable to achieve
cemmercial success for any number of reasons, including

> Inability to manufacture sufficient quantities of the product
candidate for development or commercialisation actmbies
In atimely and cost-effictent manner

> Excessive costs of, or difficully in, manufactunng

> Erosion of patent term and other intellectual property nghts, and
infnngament of those nghts and the intellectual property nghts
owned by third parties

> Failure to show value or a differentiated profile for our products

As aresult, we cannot be certain that compounds currently under
development will achieve success

In addition, the methods of distnbuting and marketing biologics
could have a matenal impact on {he revenue we are able to
generate from the sales of products such as Synagis and Fluiist/
Fluenz The commercialisation of biologies 1s often more complax
than for tradiional pharmaceuticat products This is pnmanly due
to differences in the mode of admunistration, the techrical aspects
of the product, and the rapidly changing distnbution and
reimbursement environments

Performance of new products

Although we carry out numerous and extensive clinical studies on
all our products before they are launched, it can be difficult, for a
penod following the launch of a new product, to establish from
avalable data, a complete assessment of its eventual efficacy and/
or safety in broader chmical use on the market Due to the relatwely
short time that a product has been tested and the relatively small
number of patients who have taken the product in clinical studies,
the avallable data may be iImmature Simple extrapolation of the data
may not be accurate and could lead to a misleading interpretation
of the likely future commercial performance of a new preduct

Product counterfeiting

Counterfeit medicines may contain harmful substances, the wrong
dose of the active pharmaceutical ngredient (APT) or no AP at all
Counterfert medicines are a danger to patients in all parts of the
world The Intermational Medical Products Anti-Counterfeting
Taskforce (IMPACT) of the WHO estimates that up to 30% of
medicnes In emerging economies are counterfeit, a percentage
which 1s exceeded in parts of Latin Amenca, Asia and Afnca

By contrast, in established economies with effective regulatory
systems, counterfeit medicines represent less than 1% of the
market by market value Public loss of confidence in the integnty
of pharmaceutical products as a result of counterfeiting could
matenally adversely affect our reputation and financial performance
In additron, undue or misplaced concern about the issue might
induce some patients to stop taking therr medicines, with
consequential nsks to thewr health

98 Risk

Developing our business i emerging markets

The development of our business in emerging markets will be

a cntical factor in determiming our future ability to sustain or
increase the level of our global product revenues Challenges that
ansa in relation to the developrnent of the business in emerging
markets include

> mare volatile economic conditions

> competibon from companies that are already present in
the market

> the need to dentfy correctly and to leverage appropnate
opportunities for sales and marketing

> poor protection of Intellectual property

> Inadequate protection aganst cnme {including counterfeiting,
corruption and fraud)

> ihe need to Impose developed market compliance standards
N emerging markets

> Inadvertent breaches of local and international law/regulation

> not being able to recruit sufficient personnel with appropnate skills
and expenence

> identfication of the most appropnate and effectve sales channels
and route to market interventions by national govermments or
regulators to restnct access to a market and/or to introduce
adverse pnce controls

The failure to exploit potential opportunities appropnately in
emerging markets may have a matenal adverse effect on our
reputation, financial condition and results of operations

Expiry of intellectual property nghts

Pharmaceutical products are normally only protected from being
copled dunng the penod of protection under patent nghts or related
Intellectual property nghts such as Regulatory Data Protection or
Orphan Drug status Following expiry of such nghts, the product
1s generally open to competition from genenc versions  Products
under patent protection or within the penod of Regulatery Data
Protection typically generate significantly higher revenues than
those not protected by such nghts See the Intellectual Property
section from page 30 for a table of certain patent expiry dates for
our key marketed products

Patent Itigation and earty loss of intellectual property nghts

Any of the intellectual property nghts protecting our products may
be asserted or challenged in intellectual property lingation initiated
aganst or by alleged infingers  Such intellectual property nghts
may be affected by vahidity challenges in patent offices In any event,
we aexpect our most valuable products to receive the greater
number of challenges Despite our efforts to establish and defend
robust patent protechon for our products, we may not succeed In
such gation and challenges to ouwr patents If we are not
successful n mantaning exctusive nghts to market one or more of
our major products, particularty in the US where we have our
highest revenue, our revenue and margins could be matenally
adversely affected

Genenc drug manufacturers are seelang to market genenc versions
of many of our more Important products pror to expines of our
patents and Regulatory Exclusmty penods For example, we are
currently facing challenges in the US from numerous genenc drug
manufacturers regarding certain of our patents for Seroquel XR,
Nesoum and Crestor, three of our best selling products If such
challenges succeed and genenc products are launched, or
launched ‘at nsk’ on the expectation that challenges to cur
intellectual property will be successful, this may have a matenal
adverse effect on our financial condition and results of operations
In 2010, US sales for Seroquel XR, Nexaurn and Crestor were
$640 milton, $2,695 milion, and $2,640 million respectively

The more significant patent higation relating to our products 1s
descnbed in Note 25 to the Financial Staternents from page 178
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In addition to patent challenges by genenc drug manufacturers
seeking to market genenc versions of our products, we bear the
nsk that we may be found to infringe patents owned or icensed
excluswely by third parties, ncluding research-based and genenc
phamaceutical companies and indwviduals Such third party patents
may allegedly cover, for example, compasitions, devices, products,
processes, methods, biological matenals, or research tools relating
to our products Infningement accusations may mplicate, for
example, our manufactunng processes, product intermediates or
use of research tools Managing or iigating infringement disputes
over so-called 'freedom to operate’ can be costly We may be
subject to inunctions aganst our products or processes and/or be
liable for damages or royalties We may need to obtamn costly
licences These nsks may be greater m respect of biclogics and
vaccines, where such infrngement accusations relating to patents
claming processes, research tools, methods, and biological
materials are frequently found We may mitigate such nsks
successfully through, for example, acquinng hcences, foregoing
certain activties or uses, or modifying processes to avoid
infingement claims and permit commerciafisation of our products,
but there s no certainty that any such action or modificaton will be
possible, and any such achon may entail significant cost Details of
signficant Infnngement clarmns against AstraZeneca by third parties
enforeing intellectual property nghts can be found in Note 25 to the
Financial Statements from page 178

In addition to the challenges to our patented products from
rmanufacturers of genenc or other patented pharmaceutical
products, there 1s a nsk that some countnes, particularly some
of those in the developing world, may seek to impose imitabons
on the avallability of patent protecton for pharmaceutical products,
or on the extent to which such protectien may be obtaned
and/or enforced, within therr jurisdictons  As a result, genenc
manufacturers in these countnes may be increasingly and more
easlly able to introduce competing products to the market earlier
than they would have been able 1o had more robust patent
protection been avalable

Combined with patent protection and Regulatory Exclusmities,
products protected by vald trade marks usually generate higher
revenues than those without trade marks We beleve that we have
robust trade mark protection for our products but cannot be certan
that we would be able to defend any challenge successiully

Biosimilars

Vanous regulatory authoniies are implermenting or considenng
abbreviated approval processes for biosimiars (simitar versions of
existing biclogics, also referred to as ‘similar brologrcal medicinal
products’ and ‘follow-on biologies’)

For example, in 2010, the US enacted the Biologics Pnce
Competition and Innovation Act within the Affordable Care Act,
which contains general directives for blosimilar applicatons The
FDA sought stakeholder mput on specific ssues and challenges
nmplementing an abbreviated biosimilar approval pathway and
further guidance Is expected 1o beissued In Europe, the EMA
published a draft gutdeline on similar biological medicinal products
contaning MAbs This draft guideline will likely be finahised in 2011
In May 2010, the WHO published ‘Guidelines for Evaluation of
Similar Biotherapeutic Products’, which are intended for national
regulatory authonties i1 other markets

While it 1s uncertain when any such processes may be fully
adopted, particularly for complex protein molecules such as MAbs,
any such processes could have a matenal adverse effact on the
future commercial prospects for patented biclogics

AstraZeneca Annual Repont and Form 20-F Information 2010

Expiry or earlier loss of patents covenng competing products

The expiry or earlier loss of patents covenng other innovator
companies’ products may lead to the avallability of genenc products
in the same product class as our currently patented products earlier
than anticipated Such events could have a matenal adverse effect
on our financial conditon and results of operations  For example,
the loss of patent nghts covenng major products in the US, such as
Advarr Diskus™ before 2012 or Celebrex™ hefore 2014, or the early
entry of genenc versions of stil-patented products, prior to the
expiry of the patents protecting such products, such as Lipitor™
{expected in 2011), may adversely affect the growth of our still-
patented products in the same product class (ie Symbrcort, Vimovo
and Crestor, respectively) in that market

Competition, pnce controls and pnce reductions

All our products compete directly with other products marketed
either by major research-based pharmaceutical companies or by
genernc phamaceutical manufacturers These competitors may
invest greater resources in the markebing of therr products than we
do depending on the relative pnonty of these competitor products
within their company’s portfolio Genenc verstans of products are
often sold at lower pnces than branded products becauss the
manufacturer does not have to recoup the significant cost of R&D
Investment Alsc, genenc pharmaceutical companies do not
generally invest the same amounts in education servicas for
healthcare professionals as research-based pharmaceutical
companias, so the sales of therr genenc products do not need to
cover these costs Al our patented products, including Nexium,
Crestor and Seroquel, are subject to pnce pressure from
competiion from genenc products in the same product class

Industry consolidabon has resulted n a small number of very large
companies This trend, if it continues, could matenally adversely
affect our competitive position, while consalidation among our
customers may InCrease prce pressures

In most of our key markets there 15 continued economic, regulatory
and political pressure to it or reduce the cost of phamaceutical
products Concurrently, many markets are adopting the use of
Heatth Technology Assessment (HTA) to prowide a ngorous
evaluation of the clinical efficacy of a product, at or post-launch

HTA evaluaiions are also ncreasingly being used to assess the
chinical as well as the cost effectiveness of products in a particular
health system This comes as payers and policy-makers attempt to
dnve increased efficiencies n the use and choice of pharmaceutical
products A summary of the principal aspects of pnce regulation and
how price pressures are affecting our business in our most important
markets 15 set out In the Geographical Review from page 70

In the US, realised pnces are being depressed through the use of
a range of cost-control tools such as restnicted lists, or farmulanes,
employing ‘genenc first’ strategies, which require physicians to
obtain pnor approval for the use of a branded medicine where a
genenc version exasts These mechanisms put pressure on
manufacturers 1o reduce pnces and to hmit access to branded
products Many of these mecharisms shift a greater propaortion

of the cost of medicines on to the ndvidual via out-of-pocket
payrnents at the pharmacy counter The patient out-of-pocket
spend is generally in the form of a co-payment or, In some cases,
a co-insurance, which s designed, among other reasons, to
encourage pahents to use genenc medicines Many of these
management tools are also employed by institutional customers in
response o the current cost-contanment environment and these
ncreasingly restnctive reimbursement policies could have a matenal
adversa effect on cur financial cendition and results of operations
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Risk

Intha US, new legislation 15 possible that may allow the commercial
importation of medicines INto the US from selected countnes where
these medicines are avallable at lower pnices than i the US The
adoption of such legislation could result n an increase in the volume
of cross-horder product movements which could have a matenal
adverse effect on our financial condtion and results of operations

The US recently passed the Affordable Care Act, a comprehensive
health reform package with provisions initially taking effect between
2010 and 2014 Among other things, the law expands insurance
coverage, establishes new national entrties focused con health
system reforms, and calls on the pharmaceutical industry and other
healthcare ndustrnes to offset spending increases through “pay-
fors’ In terms of specific provisions Impacting our ndustry, the law
mandates higher rebates and discounts on branded drugs for
certain Medicare and Medicaid patients as well as an industry-wide
excise tax The law also includes several heafth system delivery
reforms that will be implemented over the next four years, including
the establishment of a new comparative effectiveness research
organisation, the Patient-Centered Quicomes Research Institute
and an Independent Payment Adwsory Board with broad authorty
to propose to cut Medicare expenditures The combined work of
these two entites could lead to continued downward price pressure
on pharmaceuticals As the US continues to struggle with federal
and state budget deficits, it 1s expected that there will be continued
downward pressure on healthcare spending growth

The health reform legislation expands the patient population eligible
for Medicaid and provides new insurance coverage for individuals
through state-operated health insurance exchanges Large
employers have typically offered generous health insurance
benefits, but many are strugglng with increasing health insurance
premiums and may therefore opt to shift employee coverage into
the health insurance exchanges, which will be operational by 2014
The pharmaceutical industry could be adversely impacted by such
shifts if the health insurance exchanges do not offer a prescrption
drug benefit that i1s as robust as benefits historically prowided by
large employers

In the EU, efforts by the European Commussion to reduce
inconsistencies and to improve standards and best prachce in the
disparate national regulatory systems have met with Iittle immediate
success The industry continues to be exposed In Europe to a
range of disparate pricing systems, ad hoc cost-containment
measures and reference prnicing mechanisms, which impact prices
This can lead to marked prce differentials between markets,

which increases the pncing pressure affecting the industry The
importation of pharmaceutical products from countnes where
pnces are low due to government pnce controls or other market
dynamics, to counines where pnces for those products are higher,
15 already prevalent and may increase In particular, as discussed
In the Pricing pressure section from page 11, Germany, Spain,
Portugal and Greece have introduced a number of short-term
measures to lower healthcare spending, including pnice cuts or
increased mandatory rebates This could have a matenal adverse
effect on our financral condition and results of operations

We expect that pressures on pncing will continue and may increase
Due to these pressures, there can be no certainty that we will be
able to charge prices for a product that, in a partcular country or

In the aggregate, enable us to sarn an adequate return on our
Investment in that product

100 Risk

Increasing iImplementation and enforcement of more stringent
anti-bribery and anti-corruption legislation

There 15 an increasing focus globally on the implementation of
legislation of an ant-bribery and anti-corruption nature and on

the enforcermnent of such legislation For example, In the UK, the
new Bnbery Act 2010 receved Royal Assent in April 2010 and

15 expected to come into force m 2011 While there remains
speculation as to the practical impact of the Bribery Act on
companies, it has extensive extra-temtonal applcation, implements
significant changes to existing UK anti-bnbery legistation and
broadens the scope of statutory offences and the potental
penalties applicable thereto, Including, among others things, the
creation of habiity for any bnbe paid on behalf of an organisation
where the organisation falled to have adequate preventative
procedures in place at the tme of the offence There 1s also an
Increase In the maximum applicable penatbes for bnbery, Including
up to ten years' impnsonment and unimited fines There have also
been increased enforcement efforts in the UK by the Senous Fraud
Office and, in the US, there has been significant enforcement
actvity in respect of the Foreign Corrupt Practices Act by the SEC
and US Department of Justice against US companies as well as
non-US companies listed in the US

We devote significant resources to the considerable challenge

of comphance with this legislation, including in emerging and
developing markets, at considerable cost AstraZeneca s the
subject of current anti-corruption investigations and there can be no
assurance that we wilt not, from tine to time, continue to be subject
to informal Inquines and formal Investigations from governmental
agencies In the context of our business, governmental officials
interact with us N a vanety of roles that are important to our
operations, such as in the capacity of a reguiator, partner or
healthcare payer, reimburser or prescnier, amoeng others Inquines
and investigations from governmental agencies reguire additional
resources to be devoted and, notwithstanding the measures that
we take {o prevent breaches of applicable anti-bribery and
anti-corruption laws by our personnel, breaches may result in the
impoesition of significant penalties, such as the payment of fines, the
requirement to comply with monitonng or self-reporting abligations
or debarment or exclusien from government sales or rembursement
programmes, any of which could have matenal adverse
consequences on our business operations, financial condition and
results of operations, and could cause damage to our reputation

Any expected gains from productivty inibatives are uncertain

We continue to implement vanous productvity inhiatives and
restructunng programmes with the am of enhancing the long-term
efficiency of the business However, anticipated cost savings and
other benefits from these programmes are based on estimates and
the actual savings may vary significantly In particular, these cost
reduction measures are based on curent conditions and do not
take into account any future changes to the pharmaceutical ndustry
or our operahons, iIncluding new business developments, wage and
price Increases and other factors

If nappropnately managed, the expected value of the initiatives can
be lost through low employee engagement and hence productmvity,
increased absence and atintion levels, and ndustnal acton

AstraZeneca Annual Report and Form 20-F Information 2010




Cur falure to successfully implement these ptanned cost reduction
measures, elther through the successful conclusion of employee
relations processes (including consultation and engagement, talent
management, recruitment and retention), or the possibility that
these efforts do not generate the level of cost savings we anticipate,
could have a material adverse effect on our results of operations
and financial condiion

Acguisitions may be unsuccessful

The Group seeks to acquire complementary businesses as part
of its business strategy The integration of an acquired business
could involve incurnng significant debt and unknown or contingent
labilities, as well as having a negative effect on our reported results
of operations from acquisition-related charges, amortisation of
expenses related to intangibles and charges for impairment of
long-term assets These effects, ndwvidually or in combination,
could cause a detenoration in our credit rahng and/or increased
borrowing costs and interest expense We could also expenence
difficutties in integrating geographically separated organisations,
systems and facihibes, and personnel with different organisational
cultures Integration of an acquired business may also divert
management resources that would ctherwise be avalable for the
continuing development of our existing business The integration
process may result in business disruption, the loss of key
employees, slower execution of vanous work processes,
compliance fallures due to a change 1 applicable regulatory
requirements and other issues such as a falure to Integrate
nformation technology and other systems In addiion, if labilities
are uncovered In an acquired business, the Group may suffer
losses and may not have remedies against the seller or third parties

Fallure to manage a cnsis

We handle chemical and biological matenals, operate research

and manufactunng plants and distnbute products worldwide Major
disruption to our business and damage to our reputation may be
triggered by an operational ncident or by actions by our employees
or third parties In these circumstances, a plan for addressing
operational and other issues should ensure a tmely response and
the abilty to resume business as usual Falure to institute proper
communication to internal and external stakeholders and to
mobilise a raptd operational respense could have a matenal adverse
effect on our financial condition and results of operations Further
nformation albout our business resilience plans and processes are
contained In the Managing nsk section from page 95

Failure of nformation technclogy

We are dependent on effective IT systerns These systems support
key business functions such as our R&D, manufactunng and sales
capabilites, and are an important means of intemal and external
communication Any significant disruption of these IT systems or
failure to integrate new and existing IT systerns could have a matenal
adverse effect on our financial condition and results of operations

Failure of outsourcing

We have outsourced a number of business cntical operations

to third party prowiders, for example, some R&D processes,
information services and [T systems, facilities management, human
resources, and finance and accounting services among other
support functions Failure of the outsource provider to deliver
services in a imely manner and to the required level of quality could
have an adverse impact on our ability to meet business targets and
maintan a good reputation within the Industry and with stakeholders

AstraZeneca Annual Report and Form 20-F lnformation 2010

It may also result In non-compliance with applicable laws and
regulations Failure to adequately manage the nsk associated with
outsourcing could have a matenat adverse effect on our financial
condition and results of operations

Supply chain and delivery nsks

Manufactunng biclogics

Manufactunng biologics, especially in large quantities, Is often
complex and may require the use of Innovative technologes to
handle Imng micro-organisms and facilibes specifically designed
and validated for this purpose, with sophisticated quality assurance
and control procedures Shight deviations in any part of the
manufactunng process may resuft in lot fadure, product recalls or
spoilage, for example due to contamination

Reliance on third parties for goods

Like most, f not all, major research-based pharmaceutical
companies we increasingly rely on third parties for the timely supply
of goods, such as specified raw matenals {for example, the actve
pharmaceutical ingredient in seme of our medicines), equipment,
formulated drugs and packaging, all of which are key to our
operatons

However, events beyond our control could result in the failure of
supplies of goods which could have a matenal adverse effect on qur
financial condiion and results of operations For example, supplers
of some of the key goods we rely on may cease to trade The
consequence of this may be significant defays and/or dfficutties

In obtaiming goods and services on commercially acceptable terms,
ifat all

In addition, we may have imited access to and/or supply of
biological matenals, such as cells, animal products or by-products
Furthenmeore, government regulations in multiple junsdictions could
result In restnicted access o, use or transport of such matenals
Loss of access to sufficient sources of such matenals, or tighter
restrictions on the use of such matenals, may interrupt or prevent
our research activities as planned and/or increase our costs Further
information 1s contained in the Managing sourcing nsk section on
page 35

Legal, regulatory and comphance risks

Adverse outcome of lihgation and/or governmental investigations
We may be subject to any number of legal proceedings and/or
governmental investigations Note 25 to the Financial Statements
ncludes information about matenal legal proceedings in which we
are currently nvolved Such investigations or legal proceedings,
regardiess of their outcome, could be costly, dvert management
attention, or damage cur reputation and demand for our products

Litigaton, particularty in the US, 1s inherently unpredictable and
unexpectedly high awards of damages can result If AstraZeneca
receives an adverse vercict In many cases, particularly in the US,
the practice of the plantff bar 1s to claim damages (compensatory,
punitive and statutory) in extremely high amounts  Accordingly,

it 15 difficult to quantify the potential exposure to claims in many
proceedings of the type referred to In Note 25 to the Financial
Statements Unfavourable resolution of current and similar future
proceedings could have a matenal adverse effect on our financial
condition and results of operations, partcularty where such
arcumstances are not covered by insurance We may becorme
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Risk

subject to fines, penalties and other monetary and/or non-monetary
sanctons and/or may be required to make significant provisions

In our accounts related to legal proceedings and/or governmental
investigations, which could have a matenal adverse effect on our
financial congtion and results of operations

Legal proceedings regarding business practices

The marketng, promotional, cinical and pricing practices of
pharmaceutical manufacturers, as well as the manner in which
manufacturers interact with purchasers, prescnbers, and patients,
are subject to extensive regulation, itigation and government
investigation Many companies, including AstraZeneca, have been
subject to claims refated to these practices asserted by federal and
state governmental authonties and private payers and consumers
These have resulted in substantial expense and other signicant
consequences to AstraZeneca For example, see Note 25 to the
Financial Statements for a discussion of htigation and investigations
regarding sales and marketing practices, as well as pncing
Igation It 18 possible that addibonal such clams could be made

in the future As a general matter, these types of clams can result
in cnminal lakuiity, fines, penatties, or other monetary or non-
monetary remedies

Substantial product lability claims

Gven the widespread impact that prescription drugs may have

on the health of large patient populations, pharmaceutical,
piopharmaceutcal and medical device companies have, historically,
been subject to large product hability damages clams, setlements
and awards for injunes allegedly caused by the use of ther
products Adverse publicity relating to the safety of a product or of
other competing products may increase the nsk of product habihty
clams Substantial product ilability claims that result in court
decisions aganst us or in the sattlement of proceedings could have
a maienal adverse effect on our financial condion and resuilts of
operations, particularly where such circumstances are not covered
by insurance We are currently subject to extensive product hability
kbgation in relation to Seroquel and further details about this are

set out In Note 25 to the Financial Statements from page 178
Information about our approach to patient safety is set cut in the
Patient safety section from page 44

Failure to adhere to applicable taws, rules and regulations

We operate globally in complex legal and regulatory environments
Any falure to comply with applicable laws, rules and regulations

in these junsdictrons may result in cvil and/or cnminal legal
proceedings being filed agamnst us, or in us becoming subject to
regulatory sanctions, which could have a matena! adverse effect on
the conduct of our business, our financial condition and results of
operations Regulatory authonties have wide-ranging administrative
powers to deal with any failure to comply with continuing regulatory
oversight {and this could affect us, whether such fallure 1s our own
or that of third parties with whom we have relationships) As these
laws, rules and regulations change or as governmental
interpretation of these laws, rules and regulations evolves, pnor
conduct may na longer be suificient 1o ensure ongeing complance

For exarnple, ence a product has been approved for marketing

by regulatory authonties, it 1s subject to continuing control and
regulation, such as the manner of its manufacture, distnbution,
marketng and safety survelllance In addition, any amendments

that are made to the manufactunng, distnbution, marketing and
safety survelllance processes of our products may require additionat
regulatory approvals, which could result in significant additonal
costs and/or disruption to these processes Such amendments
may be imposed on us as a result of the continuing nspections to
which we are subject or that may be made at cur discretion ftis
poassible, for example, that regulatory 1ssues conceming compliance
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with current Good Manufacturing Practice or pharmacowigiance

(ie post-marketing safety surveillance) regulations for pharmaceutical
products could anse and lead to loss of product licences, product
recalls and seizures, interruption of preduction leading to product
shortages, and delays in the approvals of new products pending
resolution of the i1ssues

Ermvironmental/occupational health and safety babiities

We have environmental and/or occupational health and safety
related habilties at some currently or formerly owned, leased and
third party sites, the most significant of which are detalted in Note
25 to the Financial Statements These liabilities are carefully
managed by designated fechrical, legal and business personnel
and there 1s no reason for us to beleve that associated current
and expected expenditure and/or nsks are likely to have a matenal
adverse effect on our financial condition and results of operations
as a general matter, but, to the extent that they exceed applicable
provisions, they could have a matenal adverse effect on our financial
condition and resutts of operations for the relevant perod In
addition, a change in circumstances (including a change in
applicable laws or regulatiens) may result in such an effect

A significant non-comphance 1ssue or cther environmental or
cccupational health or safety incident for which we are respongible
could result in our being lable to pay compensaton, fines or
remediation costs In some circumstances, such liability could have
a matenal adverse effect on our financial condition and results of
coperations In addition, our financia provisions for any obligations
that we may have relating to environmental or occupational health
and safety labities may be insufficient if the assumptions
undertying the provisions, Including our assumptons regarding

the portion of waste at a site for which we are responsible, prove
incemrect, or if we are held responsible for additional contamination
or occupational health and safety related clams

Economic and financial nsks

Adverse impact of a sustaned economic downturn

Avanety of significant nisks may anse from a sustaned global
economic downturn, including those referred to here Additional
pressure from governments and other healthcare payers on
medicine pnces and volumes of sales In response 1o recessionary
pressures on budgets may cause a slowdown or a decline in
growth in some markets In some cases, those governments most
severely mpacted by the economic downtum may seek alternative
ways to settle ther debts through, for example, the 1ssuance of
government bonds which might trade at a discount to the value

of the debt In addition, the Group’s customers may cease 1o trade,
which in turm may result in losses from wnting off debts  Further,
we are highly dependent on being able to access a sustanable flow
of iquid funds due to the high fixed costs of operating an innovation-
dnven, global, prescripbon-based biopharmaceutical business and
the long and uncertain development cycles for our products Ina
sustamned and/or severe economic downturn, financtal institutions
that hold our cash and other short-term deposits may cease to
trade and there can be no guarantee that we will be able to access
our assets without a protracted, expensive and uncertain process,
if at all Although we have adopted conservative cash management
and treasury policies to mitigate this nsk (further information on
which 1s contained in the Financial isk management policies
section on page 90), we cannot be certain that these will be
completely effective should a number of major financial institutions
cease to trade Addstionally, If we need access to external sources
of financing to sustan and/or grow our business, such as the debt
or equity capital financial markets, this may not be available on
commercially acceptable terms, If at all, in the event of a severe
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and/or sustaned economic downturn This may particularly be the
case in the event of any default by the Group on its debt chligations,
which may have matenally adverse consequences on our abiiity

to secure debt funding in the future or generally on our financial
condition Further information on debt-funding arrangements

15 contamned in the Financial sk management policies section

on page 90

Impact of fluctuahons in exchange rates

As a global business, currency fluctuabions can significantly affect
our results of operations, which are accounted for in US dollars
Approximately 41% of our global 2010 sales were in the US, which
1 expected to reman our largest single market for the foreseeable
future Sales In other countnes are predominantly in currencies
other than the US dollar, including the euro, Japanese yen,
Australian dollar and Canadian dollar We also have a growing
exposure to emerging market currencies, atthough the exchange
rates of some of these currencies are linked 1o the US dollar Major
components of our cost base are located in the UK and Sweden,
where an aggregate of approximately 28 5% of our employees are
based Movements In the exchange rates used to translate foreign
currencies into US dollars may, therefore, have a matenal adverse
effect on our financial condition and results of operations
Additionally, some of our subsidianes import and export goods
and services 1 currencies other than their own functional currency
and so the results of such subsidianes could be affected by
currency fluctuations ansing between the transaction dates and
the settlement dates for these transactions Further mformation

18 centained in Note 23 to the Financial Statements from page 168

Credit and return on substantial nvestments

As part of its normal operations, the Group will hold significant cash
balances The amount of cash held at any point reflects the level

of cash flow generated by the business and the timing of the use

of that cash The majonty of excess cash 1s centralised within the:
Group Treasury function for mvestment and as such 1s subject to
counterparty nsk on the pnncipal nvested See the Financial risk
management policies section on page 90 for details of how the
Group seeks to mibgate this nsk

Lrmited third party iInsurance coverage

Recent iInsurance loss expenence In the pharmaceutical iIndustry,
Including product hability exposures, has increased the cost of, and
narrowed the coverage afforded by, pharmaceutical companies'
product habiity nsurance In order to contain insurance costs In
recent years, we have continued to adjust our coverage profile,
accepting a greater degree of uninsured exposure The Group has
not held product llability insurance since February 2006 In addition,
where clams are made under insurance policies, nsurers may
reserve the nght to deny coverage on vanous grounds If such
denial of coverage 1s ultimately upheld, this could result in matenal
addiional charges to our earnings An example of a dispute with
Insurers relating to the avalabilty of insurance coverage and in
relation o which costs incurred by the Group may not ulimately

be recovered through such coverage 1s included in Note 25 to

the Financial Staternents in the Seroquel — product lability section
on page 190

Taxation

The ntegrated nature of cur worldwide operations can produce
conflicting claims from revenue authonties as to the profits to be
taxed in ndvidual temtones The resolution of these disputes can
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result in a reallocation of profits between junsdictions and an
Increase or decrease In related tax costs, and has the potental to
affect our cash flows and EPS Claims, regardless of therr ments
or their outcome, are costly, divert management attention and may
adversely affect our reputation

The majonty of the jurisdictions it which we operate have double
tax treaties with other foreign Junsdictions, which enable us to
ensure that our revenues and capital gains do not Incur a double
tax charge If any of these double tax treaties should be withdrawn
or amended, espectally in a territory where a member of the Group
1s Involved I a taxation dispute with a tax authonty in relation 1o
cross-border transactions, such withdrawal or amendment could
have a matenal adverse effect on our financial condition and results
of operations, as could a negative cutcome of atax dispute or a
fallure by the tax authonties to agres through competent authonity
proceedings See the Financial nsk management policies section
on page 90 for tax nsk management policies and Note 25 to the
Financial Statements on page 195 for details of current tax disputes

Pensions

A particutar nsk relates to the Group's pension cbligations, the
single largest of which is the UK pension fund The obligations are
backed by assets invested across the broad investment market
Sustained falls In these asset values will put a stramn on funding
which may result In requirements for addional cash, restncting
cash available for strategic business growth Similary, if the labilities
nse as aresult of a sustained low interest rate environment, there
will be a strain on funding from the business The hkely Increase

in the IAS 19 accounting deficit generated by any of these factors
may cause the ratings agencies to review our credit ratng, with the
potential to negatively affect our ability to raise debt See Note 18
1o the Financial Statements from page 162 for further detals of the
Group's pension obligations
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In & worid where there is increasing
pressure on healthcare budgets, we can

be more effective if we can identify the
patients likely to benefit most from particular
medicines. YWe have experience of this
personalised healthcare approach with our
lung cancer therapy lressa.

At one stage fressa had its submissions withdrawn because
its benefits failed to reach statistical significance in the overall
population. However. it worked well on seme patients and
subsequent analysis of data from clinical studies showed that
it was superior to canventional chemotherapy in 1st line
treatrment of lung cancer patients who had a mutation of the
EGFR gene.

Identifying the right treatment for the nght patient at the right
time and to embed it as part of routine clinical practice was

the major challenge for fressa. We worked with a variety of
healthcare professionals (HCPs) 1o improve educalion and best
practice in EGFR testing. Warkshops involving pathologists,
oncologists and respiratory physicians were run around the
world. These were complermnented by digital activities, including
websites, e-learning, and even IPhone applications, to promote
best practice and facllitate routing diagnostic testing.

As [hea first personalised medicing In lung cancer. fressa is
pioneering. not just for the benefits it offers patients, but for the
way in which it has brought together different groups of HCPs
and changed the way patients are tested and treated as part of
routing clinical practics.

£€ How do |
find a cancer
treatment
that’s right
for me?

Because health connects us all
For mare information go o the websile,
eglr-mutation.com.




How iIs our business
structured and
managed?

We have a clear
structure in which
the Board reserves

and delegates
its powers




Board of Directors and Senior Executive Team

Board of Directors aisioecember

1 Lowis Schweitzer {68)

4 Michele Hooper (59)

Non-Executlve Chairman, Chairman of the Nomination and
Governance Committee and member of the Remuneration Committee
Appointed as a Director in March 2004 and as Chairman in January
2005 Lous Schweitzer has extensive leadership expenence at both
executive and non-executive levels n large, multinational companes
He 1s Non-Executive Chairman of AB Volve and a Non-Executive
Director of BNP-Panbas, Veolla Environnement SA and LOréal SA
Prenacusly he has held the roles of Non-Executive Chairman,
Charman and Chief Executve Officer of Renault SA

2 David Brennan (57)

Executive Director and Chief Executive Officer

Appointed as a Oirector in March 2005 and as CEO in January
2006 Dawd Brennan 1s President of the International Federation
of Pharmaceutical Manufacturers Associations (IFPMA) and

a member of the executwe board of the European Federation

of Pharmaceutical Industnes and Associations (EFPIA) Heis a
past Chaimnan of the board of the Pharmmaceutical Research and
Manufacturers of Amenca (PhRMA) and remains a member of the
PhRMA board From 2001 untl January 2006, he was President
and Chief Executive Officer of the Company's North Amencan
subsidiary He was Charman of the board of the Southeastern
Pennsytvania Chapter of the Amencan Heart Association 2004-
2006 He began his career in 1975 at Merck, where he started as
a sales representative in the US dvision and later worked in sales
and marketng management in the US and ntemational dwvisions
He joined Astra Merck in 1992 and helped to build the joint venture
into a mutt-billion dollar business in the US He 1s an alumnus of
Gettysburg College where he studied Business Administration

3 Simon Lowth (49)

Executive Director and Chief Financial Officer

Appointed as a Director and as CFO in Novermnber 2007 Simon
Lowth s also a Non-BExecutive Director of Standard Chartered PLC
He was previously at ScottishPower where he was Finance Director,
a position he left following complstion of the sale of the company to
Iberdrola His move to ScottishPower followed 15 years' expenence
with the global management consultancy, MeKinsey & Company,
where he advised leading muihnahonal companies on a wide range
of strategic, financial and operatonal issues He has an engineenng
degree from Carnbndge University and an MBA from the London
Business School
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Senior independent Non-Executive Director, Chairman of the Audit
Committee and member of the Nomination and Governance Committee
Appointed as a Director in July 2003 and as Senior ndependent
Non-Executve Director in Apnl 2007 Michele Hooper s a
recognised comporate govemance expert and has considerable
healthcare industry expertise She 1s President and Chief Exacutive
Officer of The Directors’ Council, a pnvate company which she
co-founded in 2003, that works with corporate boards to increase
thewr independence, effectveness and diversity, and a non-
executive member of the boards of UnitedHealth Group Inc,

PPG Industnes, Inc and Warmer Music Group, InC Previousty

she was President and Chief Executve Officer of Stadtlander

Drug Company, Inc and Corporate Vice-President and President,
Intermational Businesses of Caremark Intemationat Inc

5 Bruce Burlington (62}

Non-Executive Director and member of the Science Committee
Apponted as a Director in August Bruce Buringtonis a
pharmaceutical product developrment and regulatory affars
consultant and bnngs extensve expenence in those areas to the
Board He Is also a non-executve board member of Cangene
Corporaton and a member of the scientific advisory boards of the
International Medica Foundation and H Lundbeck A/S Previously
he spent 17 years with the FDA, serving as director of the FDA's
Center for Devices and Radiclogical Health as well as holding a
number of senior reles in the Center for Prug Evaluation and
Research After leaving the FDA he served in a senes of senior
executive posiions at Wyeth {now part of Pfizer Inc)

6 Jean-Philippe Courtois (50)

Non-Executive Director and member of the Audit Committee
Appaointed as a Director m February 2008 Jean-Phiippe Courtoss
has over 25 years' expenence in the global technology industry
and i1s President of Microsoft Intermational, Senior Vice-President
of Microsoft Corporation, a board member of PlaNet Finance
and Microsoft's official representative at the Institut Montaigne
Previously he was Chief Executive Officer and President of
Microsoft EMEA and has served as co-chairman of the World
Economic Forum's Global Digrtal Drade Inshiative Task Force and
on the European Commussion Information and Cormmunication
Technology Task Force In 2008, he also served as an EU
Ambassador for the Year of Creatnvity and Innovation

AstraZeneca Annual Report and Form 20-F Information 2010




10

7 Jane Henney (63)

1

10 John Varley (54)

Non-Executive Director and member of the Audit Committee, the
Nomination and Gevernance Committee and the Science Committee
Appointed as a Director in September 2001 Jane Henney has
extensive clinical and health policy expertise and Is currently
Professor of Medicine, University of Cincinnaty, a non-executive
member of the boards of AmensourceBergen Corporation and
CIGNA Corporation and a board member of The Commonwealth
Fund and China Medical Board Previous positions within the health
industry include her role as Commissioner of Food and Drugs at the
FDA and Senior Vice-President and Provost for Health Affars,
Urwersity of Cincinnab Academic Health Center

8 Rudy Markham (64)

Non-Executive Director and member of the Audit Committee and the
Remuneration Committee

Appointed as a Director In September 2008 Rudy Markham has
significant international business and financial expenence, having
formerty held a number of senior commercial and financial positions
worldwide with Unilever, culminating in his appointment as Chief
Financial Officer of Unitever He 1s currently Chairman and Non-
Executive Director of Moorfields Eye Hospital NHS Foundation
Trust and a non-executive member of the boards of United Parcel
Services Inc, the UK Financial Reporting Council, Standard
Chartered PLC and Legal & General plc He I1s alse a non-executive
member of the board of the UK Foreign and Commonwealth Office,
a Fellow of the Chartered Institute of Management Accountants and
a Fellow of the Association of Corporate Treasurers

9 Dame Nancy Rothwell {55)

Non-Executive Director, Chairman of the Science Committee and
member of the Remuneration Committee

Appointed as a Director in Apnl 2006 and has responsibility for
overseeing Responsible Business Nancy Rothwell s a
distinguished Iife scientist and academic and s the President and
Vice-Chancellor of the University of Manchester She is also
President of the Society of Biology Previously she has served as
President of the Bntish Neuroscience Association and has been
on the counci's of the Medical Research Counc, the Royal Society,
the Biotechnology and Biological Sciences Research Council,
the Academy of Medical Sciences and Cancer Research UK
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Non-Executive Director, Chairman of the Remuneration Committee
and member of the Nomination and Governance Committee
Appointed as a Director in July 2006 Jehn Varley was formerty
Group Chief Executive of the Barclays Group, having held a
number of semiar positions with the bank dunng his career,
including that of Group Finance Director He bnings additional
international, executive business leadership experience to the
Board He s also a Non-Executive Director of BlackRock, Inc,
Charman of Business Action on Homelessness, President of
the Employers' Forum on Disability, a member of the Intermational
Adwisory Panel of the Monetary Authonty of Singapore and
Honorary President of the UK Drug Polcy Commission

11 Marcus Wallenberg (54)
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Non-Executive Director and member of the Science Committee
Appointed as a Director in April 1993 Marcus Wallenberg has
international business expenence across a broad range of
industry sectors, including the pharmaceutical Industry from his
directorship with Astra AB prior to 1999 He 13 the Chairman of
Skandinaviska Enskilda Banken AB, AB Electrolux and Saab AB,
Vice-Chairman of Telefonaktiebolaget LM Encsson {publ) and a
Non-Executive Director of Stora Enso Oy and the Knut and Alice
Wallenberg Foundation

Other officers of the Company at 31 December inctuded members of the Senior Executive
Team as set out on page 108 and Adnan Kermp Company Sacretary

Shrit Vadera was appainted as a Nen-Executve Director and a member of the Audit
Committee with effect from 1 January 2011
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Board of Directors and Senior Executive Team

Senior Executive Team a:s1 vecember

1 David Brennan

Chief Executive Officer
See page 106

2 Simon Lowth

Chief Financial Officer
See page 108

3 Martin Mackay

President, Global R&D

Martin Mackay joined AstraZeneca in July He was previously at
Pfizer Inc where he was Head of PharmaTherapeutics R&D and a
member of the Pfizer Inc executive leadership team Prior to joining
Pfizer Inc 1n 1995, he held several discovery and development roles
culminating in his appointment as Head of Molecular and Cell
Biclogy, CNS Research at Ciba-Geigy He has a degree n
microbiology from Hernot-Watt University and a PhD in molecular
genetics from the University of Edinburgh

4 Jeff Pott

General Counsel

Jeff Pott was appointed General Counsel in January 2009 and has
overall responsibility for all aspects of AstraZeneca’s Legal and
Intellectual Property function He joined AstraZeneca in 1995 and
has worked in vanous litigation roles, where he has had
responsibility for intellectual property, anti-trust and product liability
Itgation Prior to joining AstraZeneca, he spent five years at the US
legal firm Drinker Biddle and Reath LLP, where he specialised in
pharmaceutical product liability litigation and anti-trust advice and
Iittgation He receved his bachelor's degree in political scrence from
Wheaton College and his Juns Doctor Degree from Villanova
University School of Law

5 David Smith

Executive Vice-President, Global Operations and Information Services
David Smith joined AstraZeneca in 2008 as Executive Vice-

President, Operations He leads AstraZeneca’s global manufactunng
and supply organisation and is also respensible for the Safety,

Health and Envircnment, Regulatory Compliance, Procurement, and
Engineenng functions and has overall responsibility for Information
Services He spent his early career In pharmaceuticals, ntially with
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the Wellcome Foundation in the UK He subsequently spent nine
years In the consumer goods sector working for Estee Lauder and
Timberland in senicr supply chain roles In 2003, he returned to the
pharmaceutical sector and joined Novartis in Switzerland

6 Lynn Tetrault

Executive Vice-President, Human Resources and Corporate Affairs
Lynn Tetrault was appointed Executive Vice-President, Human
Resources and Corporate Affairs in 2007, having previously been
Vice-President, Gorporate Affairs She has also held the role of
Vice-President HR, Global Drug Development and Vice-President,
HR for the US subsidiary of AstraZeneca following the merger
between Astra and Zeneca She started her career In private law
practce where she specialised in general corporate and healthcare
law She joined Astra USA in 1993 as Associate General Counsel

in the company’s legal department She receved her bachelor’s
degree from Pnnceton University and her law degree from the
University of Virgnia Law School

7 Tony Zook

Executive Vice-President, Global Commercial Operations

Tony Zook was appointed Executive Vice-President of
AstraZeneca’s global Commercial organisation in January 2010

He has responsibility for werldwide sales and marketing actvities,
as well as the commercial infrastructure n support of those efforts
Pnor to his current role, he was President and CEO for
AstraZeneca’s US busimess and headed AstraZeneca’s Global
Marketing function He was also President of Medimmune He has
held vanous other posthions in AstraZeneca’s sales and marketing
orgamsation He joined Astra USA in 1997 as Vice-President,
Marketing and Sales, having begun his pharmaceutical career at
Berlex Laboratones He eamed a bachelor’s degree in biology from
Frostburg University and an associate’s degree in chernical
engineernng from Pennsylvania State University He 1s a member of
the board for First State Innovation, the Pennsylvania Division of the
Amencan Cancer Society and 1s a member of the Board of Trustees
for the Healthcare |_eadership Counci
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Corporate Governance Report

Louis Schweitzer
Chairman and Chasrman of the
Nomination and Governance Committee

“The Board regards the setting, maintenance
and review of high standards of corporate
govermance as an essential part of cur work
Dunng 2010, we reviewed the revised UK
Corporate Govermance Code and no significant
changes were required to our corporate
govemance practices as a result”

In this part of the Annual Report, we explain
our approach to corporate governance and
descnbe, In general terms, how our business IS
organised and managed

Corporate governance

We have prepared this Annual Report with reference to the
Combined Coda published by the UK Financial Reporting Council
(FRC} In June 2008 and the new UK Corporate Governance Code
published by the FRC in May 2010 (together, the UK Corporate
Governance Codes) This Report (together with other sections

of this Annual Report) describes how we apply the man pnnciples
of good governance in the UK Corporate Gevernance Codes

We have complied throughout the accounting penod with the
prowisions of the Combined Code Atthough the new UK Corporate
Governance Code only apples for accounting penods beginning
on or after 28 June 2010, we have taken the decision to comply with
the new prowvisions, In hne with best practice, since its publication

in May 2010 Both the Combined Code and UK Corporate
Governance Code are avallable on the FRC's website, frc co uk

Leadership

The roles of Charman and CEQ are spiit Louis Schweitzer, our
Non-Executive Chairman, 1s responsible for leadership of the Board
Cur CEO, Dawvid Brennan, leads the SET and has executive
responsibility for running our business The Board compnses 10
Non-Executve Directors, including the Charman, and two
Executive Directors — the CEO and the CFO, Simon Lowth

All Directors are collectively responsible for our long-term success
In addition, the Non-Executive Directors are responsible for
exercising Independent, objective judgement in respect of Board
decisions and for scrutinising and challenging the actions of
executive management

AstraZeneca Annual Report and Form 20-F Information 2010

The Board holds an annual strategy review day, which 1s attended
by all SET members The CEQ, the CFO and the SET take the lead
In developing our strateg@y, which s then reviewed, constructively
challenged and approved by the Board at the strategy review day

Michele Hooper, who joined the Board as a Non-Executive Director
In 2003, was appointed as our Senior iIndependent Non-Executive
Director in Apnl 2007 The role of the Senior independent Durector
15 to provide a sounding board for the Chairman and to serve as

an intermediary for the other Directors when necessary The Senior
Independent Director 1S also avallabie to shareholders if they have
concerns that contact through the normal channels of Charman or
Executive Directors has faled to resolve, or for which such contact
1S Inappropnate

There are four pnncipal Board Committees — the Audrt Committee,
the Remuneration Committee, the Nermination and Governance
Commuttee and the Science Committee The membership and
work of these Committees I1s descnbad below In addition, there
may from time to time be constituted ad hoc Board Committees
for specific projects or tasks In these cases, the scope and
responsibiliies of the Committee are documented The Board
provides adequate resources to enable each Committee to
undertake its duties

Reserved matters and delegation of authonty

The Board mantains and penadically reviews a list of matters that
are reserved to, and can only be approved by, the Board These
nclude the appointment, termination and remuneration of any
Director, approval of the annual budget, any tem of fixed caprtal
expenditure or any proposal for the acquisiion or disposal of an
investment or business which exceeds $150 million, the raising

of caprtal or loans by the Company {subject to certan exceptions),
the giving of any guarantee in respect of any borrowing of the
Company, and allotting shares of the Company The matters that
have not been exprassly reserved to the Board are erther delegated
by the Board to its Committees or to the CEC

The CECQ s responsble to the Board for the management,
development and performance of cur business in relation to those
matters in respect of which he has been delegated authonty from
the Board

Although the CEQ retains full respensibility for the authonty
detegated to him by the Board, he has established and chars
the SET, which 1s the vehicle through which he exercises certain
of that authonty tn respect of our business

The roles of the Board, the Board Committees, the Charman, the
CEQ and the SET are documented, as are the Board's delegated
authonties and reserved powers, the means of operation of the
business, and the roles of corporate functions

Operation of the Board

The Board I1s responsible for setting our strategy and policies,
oversight of nsk and corporate governance, and also monitors
progress towards meeting our objectives and annual plans The
Board discharges these responsibilities through a programme of
meetings that meludes regular reviews of financial performance
and cntical business 1ssues, and the formal, annual strategy review
day The Board also amns to ensure that a good dialogue with our
shareholders takes place and that ther 1ssues and concerns are
understood and considered
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Corporate Governance Report

The Board held six meetings and its annual strategy review day
in 2010 All the meetngs took place in London, UK The Board s
currently scheduled to meet six imes and hold a strategy review
day n 2011, and will meet at such other times as may be required
to conduct business

As part of the business of each Board meeting, the CEO typically
submits a progress report on each key business area, gving details
of progress against the goals the Board has approved To ensure
that the Board has good wisibility of the key eperating decisions of
the business, members of the SET routinely attend Board meetings
on a rotational basis and Board members regularty meet other
semor executives throughout the year The Board also receves
accounting and other management information about our
resources, and presentations from internal and extemal speakers
on legal, governance and regulatory developments At the end of
Board meetings, the Non-Executive Directors meet wathout the
Executive Directors present to review and discuss any matters that
have ansen dunng the meeting and/or such other matters as may
appear to the Non-Executve Directors to be relevant in property
discharging therr duty te act independenthy

Board effectiveness

Composition of the Board

The Nomunation and Governance Commitiee and, where
appropnate, the full Board regularty review the composition of
the Board and the status of succession to both senior executive
management and Board-level positons Directors have regular
contact with, and access to, succession candidates for seniar
executive management positions

The Board ams to maintain a balance in terms of the range of
expenence and skills of indmdual Board members, which includes
relevant international business, pharmaceutical industry and
financial expenence, as well as appropnate scientific and regulatory
knowledge The biographies of Board members set out on pages
106 to 107 give more information a2bout current Directors in this
respect The Board views gender, nationalty and cultural diversity
among Board members as important considerations when
reviewing the compesition of the Board The follwing changes

to the composition of the Board have occurred during the pencd
covered by this Annual Report

> Bo Angeln and John Buchanan, both Non-Executive Directors,
retred from the Board on 29 Apnit 2010

> Bruce Burlington was appointed as a Non-Executive Director
and member of the Science Committee with effect from
1 August 2010

> Shnti Vadera was appointed as a Non-Executive Director and a
member of the Audit Commuttes with effect from 1 January 2011

Independence of the Non-Executive Directors

Dunng 2010, the Board considerad the ndependence of each
Non-Executive Director for the purposes of the UK Corporate
Governance Codes and the corporate govemance listing standards
of the NYSE {Listing Standards) With the exception of Marcus
Wallenberg, the Board considers that all of the Non-Executive
Crrectors are independent Louis Schweitzer was constdered by
the Board to be independent upon his appaintment as Chairman,
In accordance with the UK Corporate Govemance Codes, the test
of independence 1s not appropnate in retaton to the Chairman after
his appointment
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Marcus Wallenberg was appointed as a Dector of Astra in May
1989 and subsequently became a Director of the Company in 1999
Until September 2005, he was a member of the board of directors
and the Chief Executve Officer of Investor AB, which hasa 37%
interest N the 1ssued share capital of the Company as at 27 January
2011 Wallenberg family foundations remain Investor AB's largest
shareholders in terms of votes controlled For these reasons, the
Board does not beheve that Marcus Wallenberg can be determined
independent under the UK Corporate Governance Codes
However, the Board believes that he has brought, and continues

to bnng, considerable business expenence and makes a valuable
contnbution to the work of the Board

The Board has also considered, in particular, the positron of Michele
Hooper who joined the board of UnitedHealth Group as a Non-
Executive Director in 2007 The Board's approval of this appaintment
was conditional on Michele Hooper resigning from the board of
UnitedHealth Group in the event of a conflict or non-independence
It 1s the Board's view that Michele Hooper 15 ndependent and that
she discharges her duties in a properly independent manner,
constructively and appropnately challenging the Executive Directors
and the Board

Jane Henney 1s a Non-Executwe Director of AmensourceBergen
Corporation and CIGNA Corporation, both of which are custorners
of the Group 1n the US The Board has considered these
relationsheps and concluded that they did not compromise her
independence

Conflicts of interest

The Articles enable the Directors to authonise any situation in

which a Director has an interest that conflicts or has the potential to
conflict with the Company's interests and which would otherwise be
a breach of the Director’s duty, under section 175 of the Companies
Act 2006 The Board has a formal system in place for Directors to
declare such situations to be considered for authonsation by those
Drectors who have no interest in the matter being considered

In deciding whether to authonse a situation, the non-conficted
Directors must act in the way they consider, In good faith, would

be most likely to promaote the success of the Company, and they
may Impose limits or conditions when giving the authonsation, or
subsequently, If they think this 1s appropnate Situations considered
by the Board and authonsations given are recorded m the Board
minutes and in a register of conflicts maintained by the Company
Secretary and reviewed annually by the Board The Board
considers that this system continues to operate effectively

Appointments to the Board
The Nomination and Governance Cormmittee section on page 115
gives information about the appointment process for new Directors

Newty appointed Directors are provided with comprehensive
documentation containing information about the Group and thewr
role as Non-Executive Directors They also typically attend tailored
Induction programmes that take account of their Indmidual skills
and expenence

Time commitment

Qur expectanon Is that Non-Executve Directors should be prepared
to commit about 15 days per annum, as a munimum, to the Group's
business In practice, Board members' time commutment usually
exceeds this munimum expectation when alt the work that thay
undertake for the Group 1s considered, partcularly in the case of the
Chairman of the Board and the Charrmen of the Board Committees
As well as therr wark in relation to formal Board and Board
Committee meetings, the Non-Executive Directors also commut
time throughott the year to meetings and telephone calls with
vanous levels of executive management, visits to AstraZeneca's
sites throughout the world and, for new Non-Executive Directors,
induction sessions, meetings and site visits
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Board and Board Committee meeting attendance in 2010

Name Board Audit  Femuneration Nominaton and Govermnance
Bo Angelin' 2(2) - - -
Dawid Brennan 6 (6) - - -
John Buchanar? 212 2@ 13 -
Bruce Burlington® 3@ = - -
Jean Philippe Courtois 56 34 - -
Jane Henney 5(8) 44) - 416
Michels Hoopsr 6 (5} 4 (4 — & (6
Simon Lowth 66 - - -
Rudy Markham* BB 3@ 44 -
Nancy Rothwell 5 (6) - 6(7) -
Lours Schwertzer 6 (6) - 7{7 6 G}
John Variey 5 (6) - {7 56
Marcus Wallenberg? 46 - - -

' Bo Angelln retired fr1om the Board on 28 Apnl 2010
2 John Buchanan retired from the Board on 28 April 2010
? Bruca Burlington was apponted as a Director with effect from + August 2010

* Rudy Markharn was apponted as a member of 1he Remuneration Committes with effect from 29 Apnl 2010
 Marcus Wallenberg was appointed as a member of the Scienca Gommittes with effect from 28 Apnl 2010

On occasions when a Director 1s unavoidably absent from a Board
or Board Committee meeting, for example through iliness or where
a meeting clashes with his or her existing commitrments, he or she
still receives and reviews the papers for the meeting and typically
provides verbal or wnitten nput ahead of the meeting, usually
through the Charman of the Board or the Chairman of the Board
Committes, so that his or her views are made known and
considered at the meeting In addition, given the nature of the
business to be conducted, some Board meetings are convened
at short notice, which can make t difficult for some Directors to
attend due to prior commitments

Information and support

The Company Secretary 1s responsible to the Chairman for ensunng
that all Board and Board Committee meetings are properly
conducted, that the Directors receve appropnate information pnor
to meetings to enable them to make an effective contrnbution, and
that governance requiremnents are considered and implemented

The Compary mantaned directors’ and officers’ habulity insurance
cover throughout 2010 The Directors are also able to obtain
independent legal advice at the expense of the Company, as
necessary, tn therr capacity as Directors

The Company has entered into a deed of indemnity in favour of
each Board member since 2006 These deeds of ndemnity are still
n force and provide that the Company shall ndemnify the Directors
to the fullest extent permitted by law and the Articles, In respect of
all losses ansing out of, or In connection with, the execution of their
powers, duties and responsibilities, as Directors of the Company
or any of its subsidianes This i1s in Ine with curent market practice
and helps us aftract and retain high-quality, skilled Directors

Performance evaluation

Prior to the publication of this Annual Report, the Board conducted
the annual evaluation of its own performance and that of s
committees and indmvidual Directors This was camed out intemally,
using a series of web-based questionnarres that covered a range

of topics, ncluding the nature and level of the Board's interaction
with the Group's management, the quality, quantity and scope of
information which flows to the Board from management, and the
way in which it flows, the content of and presentations to Board
meetings, the composition of the Board, the practical arrangements
for the work of the Board, and the work and eperation of the Board's
committees Overall, it was concluded that the Board and its
committees were operating In an effective and constructive maniner

AstraZeneca Annual Report and Form 2C-F Information 2010

As part of the assessment process, each Non-Executive Director
receved feedback about his or her ndwidual performance The
Non-Executive Directors reviewed the performance of the CEQ
and CFO n therr absence |n addition, the Board, under the
charmanship of the Serior independent Non-Executive Director,
reviewed the performance of the Charrman in his absence Each
Director continues to perform effectively and to demonstrate
comimitment to the role

The last occasion on which the Board’s annual performance
evaluation was externally facilitated was in 2008 and the Board
intends to comply with the UK Corporate Govermnance Code
guidance that the evaluaton should be externally facitated at least
every three years

Re-election of Directors

In accordance with Article 66 of the Articles, all Directors retire

at each AGM and may offer themselves for re-election by
sharehoiders Accordingly, afl the Directors will retire at the AGM

n April 2011 The Notice of AGM will give detalls of those Directors
seeking re-election

Accountability

Risk management and internal control

The Non-Executive Directors have vanous responsibilibies
concerning the mtegnty of financial nformation, internal controls
and nsk management

The Board has overall responsibility for cur system of internal
controls and nsk management policies and Is also respansible
for reviewang ther effectiveness  Dunng 2010, the Directors have
continued to review the effectiveness of our system of controls,
nsk management and our high-level nternal control arrangements
These reviews have included an assessment of internal controls,
and in particular, financial, operational and comphance controls
and nsk management and ther effectiveness, supported by
management assurance of the mantenance of controls reports
from Group Internal Audit (G14), as well as the external audtor on
matters identified in the course of its statutory audit work The
systemn 1s designed to manage rather than eliminate the nsk of
falure to achieve business objectives and can only provide
reasonable {not necessanly absolute} assurance of effective
operation and complance with laws and regulations
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Underpinning these reviews 1 an annual 'letter of assurance’
process by which responsible managers confirm the adequacy of
therr systems of internal financial and non-financial controls, their
compliance with Group polictes and relevant laws and regulations
(including the industry’s regulatory requirements), and that they have
reported any control weaknesses through our ‘continuous
assurance' process

The internal control framework has been in aperation for the whole
of 2010 and continues to operate up to the date of the approval of
this Annual Report The Directors believe that the Group maintains
an effective, embedded system of intemal controls and complies
with the Tumbull Report guidance and, in the view of the Directors,
no significant failings have been identified in the systemn

Further information about the ways in which we manage our
business nsks is set out n the Risk section from page 94, which
also contans a hst of the pnncipal nsks and uncertainties that
we face

Remuneration

information about our approach to remuneration and the role and
work of the Remuneration Committee, including our policy on
executive remuneration, 1S set out in the Directors’ Remuneration
Report from page 119

Relations with shareholders

In our financial and business reporting to shareholders and other
interested parties by means of quarterty, half-yearty and annual
reports, we am to present a balanced and understandable
assessment of our strategy, financial posiion and prospects

We make information about the Group available to shareholders
through a range of media, ncluding a fully integrated himi corporate
website, astrazeneca com, containing a wide range of data of
Interest to institutional and private investors We consider our
website to be an important means of communication with our
shareholders

The Company has been authonsed by shareholders to place

shareholder communications (such as the Notice of AGM and this
Annual Report} on the corporate website In lieu of sending paper

Board Committee membership

Name

coples to shareholders {unless spectfically requested by
shareholders) While recognising and respecting the fact that some
of our stakeholders may have different preferences about how they
receve information from us, we wilt continue to promote the benefits
of electroruc communication given the advantages that this has
over traditonal paper-based commumications, both in terms of the
configurability and accessibility of the information provided and the
consequent cost savings and reduction in environmental impact
associated with reduced printing and dstnbution costs

We have frequent discussions with institutional shareholders on
arange of issues These Include individual meetings with some
of our largest institutional shareholders to seek therr vews Board
members are kept Informed of any 1ssues and receve regular
reports and presentations from executive management and our
brokers in order to assist them to develop an understanding of
major shareholders’ views about the Group From time to tme,
we conduct an audit of institubional shareholders to ensure that
we are communicating clearty with them and that a high-qualty
dialogue 15 being maintained The results of this audi are reported
to and discussed by the full Board

We also respond to indmdual ad hoc requests for discussions from
institutional shareholders and analysts Our Investor Relations team
acts as the main point of centact for Investors throughout the year
As discussed above, the Senior independent Non-Executve
Director, currently Michele Hooper, 15 also avalable to shareholders
if they have concerns that contact through the nermal channels of
Chairman, CEC and/or CFO has faled to resolve, or in relation to
which such contact 1s inappropnate Al shareholders, including
prvate investors, have an opportunity at the AGM to put questions
to members of the Board about our operation and performance
Formal notrfication of the AGM 1s sent to shareholders at least

one month in advance The Charmen of the Board Committees
ordinanly attend the AGM to answer questions raised by
shareholders In ine with the UK Corporate Governance Cods,
details of proxy voting by shareholders, including votes withheld, are
given at the AGM and are posted on our website following the AGM

Nomination and
Audt  Remuneration Governance Scence Independent’

Bo Angelin?

Dawvid Brannan

John Buchanan®

Bruca Burlington

Jean Philppa Courtors

Jane Hanney

Michele Hooper!

Siman Lowth

Rudy Markham

v 2

Nancy Rothweli

Louts Schwertzer

s Char

John Varley

Char 4

Margus Wallenberg

RN E NN NNBER

' As datermined by the Board for UK Corporate Governance Codes purposes.
* Bo Angefin retired irom the Board on 28 Aol 2010

* John Buchanan retired from the Board on 29 April 2010 Michele Hoopar was appainted Charman of tha Audrt Committeg with gftect trom 26 Apnl 2010

* Michelg Hooger 1s the Senior Independeant Non Exacutive Director

* Rudy Markham was appoiniad as a mamber of the Remuneration Commitas with effect trom 29 April 2010
* Lowrs Schweitzer was conskdered independent by the Board upon his appoiniment as Chaman: in accordance with the UK Corporate Governanca Codes, the test of independenca is not

appropriata in relation to the Charman aftar his appontment

! Marcus Wallenberg was appontad 83 2 member of the Science Committe with effect from 28 Apeif 2010
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Audit Commattee

The members of the Audit Committee are Michele Hooper
(Charman of the Audit Committee), Jane Henney, Jean-Philippe
Courtois, Rudy Markham and, with effect from her appointment

to the Board on 1 January 2011, Shriti Vadera They are alt Non-
Executive Directors The Board considers each member 1o be
independent under the UK Comporate Govemnance Codes and under
the general guidance and specific cntena of the Listing Standards
concerning the composition of audit committees applicable to
non-US companies John Buchanan ceased to be a member and
Chaiman of the Audit Committee upon his retirement from the
Board at the 2010 AGM In Apnl 2010, we submitted the required
annual wntten affirnation to the NYSE confirming our full complance
with those standards For the purposes of the UK Corporate
Governance Codes, the Board remains satisfied that at least one
member of the Committee has recent and relevant financial
expenence At its meeting in December, the Board determined that
Michele Hooper and Rudy Markhamn are audit committee financial
experts for the purposes of the Sarbanes-Oxdey Act The Deputy
Company Secretary acts as secretary to the Audit Committee

The core terms of reference of the Audit Committea include
reviewing and reporting 1o the Board on

> Matters relating to the audit plans of the external auditor and
GlA as well as oversight of the work of the Global Compliance
function

> Qur overall framework for internal control over financial reporting
and for other internal controls and processes

> Our overall framework for nsk managerment, particulary financial
nisks

> Our accounting polictes and practices

> Our annual and quarterly financial reporting

> Compliance with the Corporate Integnty Agreement

The Audit Committee 1s responsible for notifying the Board of any
significant concerns of the external auditor or the Vice-President,
GIA ansing from their audit work, any matters that may matenalty
affect or impair the independence of the external auditor, any
significant deficiencies or matenal weaknesses in the design or
operation of our internal control over financial reporting or ather
intemal controls, and any senous iIssues of non-compliance

It oversees the establishment, implementation and maintenance
of our Code of Conduct and other related policies It monitors

the Company’s response to letters requesting information and
Investigations intiated by regulatory and governmental authonties
such as the SEC and the US Department of Justice pertaining to
matters within the ambit of the Committee’s work t has established
procedures for the receipt and handiing of complants concerming
accounting or audit matters It recommends to the Board the
appointment of the external auditor, subject to the approval of the
Company's shareholders at a general meeting Shareholders in

a general meeting authonse the Directors to fix the remuneration
of the external auditor The Committee reviews and approves the
appointment and dismissal of the Vice-President, GlA

The Audit Committee maintans policies and procedures for the
pre-approval of all audit services and pemmitted non-audit services
undertaken by the external auditor, the pnncipal purpose of which
15 10 ensure that the independence of the external auditor 1s not
mparred The policies and procedures cover three categones of
work - audit services, audit-related senices and tax serices

The policies define the type of work that falls within each of these
categones and the non-audit services that the external auditor 1s
prohibited from performing under the rules of the SEC and other
relevant UK and US professional and regulatory requirements

The pre-approval procedures permit certain audit, audit-related and
tax services to be performed by the external auditor dunng the year,

AstraZeneca Annual Report and Form 20-F Information 2010

subject to fee imits agreed with the Commuttee in advance The
CFO {supported by the Senier Vice-President, Group Finance)
monitors the status of all services being provided by the external
auditor The procedures also deal with placing non-audit work out
for tender, where appropnate Authonty to approve work in excess
of the pre-agreed fee imits 1s delegated to the Charman of the
Committee in the first instance A standing agenda item at
Committee meetings covers the operation of the pre-approval
procedures and regular reports are provided to the ful Committee

The Audit Committee held four scheduled meetings in 2010 The
ndwdual attendance record of members of the Committee 1s set
out in the Board and Board Committee meeting attendance in 2010
table on page 111 Foliowing each Committee meeting, the
Charrman of the Committee reported to the Board on the principal
matters covered at the meeting and minutes of the meetings were
circulated to all Board members

Dunng 2010, members of the Audit Committee met mdmidual
managers or groups of managers on a number of occasions in
order to gain a deeper insight INto areas relevant to the Committee's
work and to promide an opporturuty to discuss specific areas of
interest In parhicular, members of the Committee travelled to the US
to meet senior leaders of the US business and to learm what steps
the business has taken and s taking to ensure compliance with the
Corporate Integnty Agreement there

Dunng the year, in ine with its normal practice, the Audit Committee
alsc held a number of pnvate meetings, without management
present, with the Vice-President, GIA, the Global Compliance
Cfficer and the lead partners from the Company's external audit
firm The purpose of these meetings was to facilitate free and open
discussions between Committee members and those ndmduals,
separately from the main sessions of the Committes, which were
attended by the CEQ, the CFO and the Senior Vice-President,
Group Finance

Dunng 2010 and January 2011, the business considered and
discussed by the Audit Committee included the matters referred
to below

> Qur financial disclosures were reviewed and vanous accounting
matters considered

> Reports were recerved from the external audiior concernung its
audit of the Financial Statements of the Group and from
management, GlA, Global Comphance and the external auditor
on the effectrveness of cur system of internal controls and, n
particular, our internat control over financial reporting This
included review and discussion of the results of the ‘continuous
assurance’ and annual 'letter of assurance’ processes The
Committee also reviewed quarterly actvity reports of audit work
carmed out by GIA and the status of follow-up actions with
management as well as reports from the Global Compliance
function

> The systems and processes that management has developed
pertaning to nsk identification, classification and mitrgation

> Continuing work to comply with the applicable provisions of the
Sarbanes-Oxley Act In particular, the Committee regularty
reviewed the status of complance with the programme of intemal
controts over financial reporting mplemented pursuant to section
404 of the Sarbanes-QOxley Act Further information about this s
set out n the Sarbanes-Oxley Act section 404 section on page 93

> Data about calls made by employees via the AZethics telephone
Iines and other routes regarding potential breaches of tha Code of
Conduct togethar with the results of inquines nto these matters
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> Quarterlty reports were received from the compliance officer
responsible for monitonng the US business's compliance with
the Corporate Integnty Agreement

> Accounting issues relevant to htigation and taxaton matters

> Reports from the Group Treasury function and, in particular,
the Group’s liquidity and cash position and the appropnateness
of its cash management policies in the context of the current
economic situation

> Other reports concerning the GIA, Globa! Compliance and
Finance functions, Including the internal audit plan and progress
and plans of the Global Comphance Officer

> The amount of audt and non-audtt fees of the external auditor
throughout 2010 The Committee was satisfied throughout the
year that the objectmty and independance of the external auditor
were not in any way impaired by the nature of the non-audit work
undertaken by the extemal auditor during the year, the level of
non-audit fees charged for such work or any other facts or
circumstances Further information about the audit and non-audit
fees for 2010 1s disclosed n Note 27 to the Financial Statements
on page 196

> A review and assessment of the Committee’s performance which
congluded that such performance was satisfactory

In ine with best prachce, we penodically consider how the audit
requirements of the Group are best served in the context of
business need and the prevailing external environment and, against
the background of this review, consider whether to undertake a
formnal tendering programme with audit firms of appropnate size
and calbre Following discussions at tts meeting in January 2011,
the Audit Committee unanimously recommended to the Board that
a resolution for the re-appointment of KPMG Audit Plc as the
Company's external auditor be proposed to shareholders at the
AGM in April 2011 Based on its expenence of working with external
auditors, the Commitiee beleves that the quality of the interaction
with and level of service recenved from KPMG Audit Plc were key
factors supporting this recommendation The Commitiee was also
satisfied that, notwithstanding the length of tenure of KPMG Audit
Ple, KPMG Audit Pic met the independence cntena under the
refevant statutory, regulatory and ethical standards applicabfe to
auditors Consistent with current market practice, KPMG Audit Plc's
services to the Group are provided pursuant to terms of
engagement which are reviewed by the Committee These terms

of engagement do not include any contractual oblgations under
which the Directors would be prevented from appointing a different
audt firm were they to consider this to be in the best interests of
the Group The Commuttes, through management, continues to
mantain contact and dialogue with other major audit firms who

are familiar with the Group’s business for succession purposes

as reguired This s reported to the Committee in order 1o ensure a
smooth transion from the current auditor, should this be necessary

At the same meeting, the CEQ and the CFO prasented to the

Audit Commuttee therr conclusions following the evaluation of the
effectveness of our disclosure controls and procedures required

by ltem 15(a) of Form 20-F at 31 Decernber 2010 Based on thewr
evaluation, the CEO and the CFO concluded that, as at that date, we
mantain an effective system of disclosure controls and procedures

Thers was no change in our intemal control over financial reporting
that occurred dunng the penod covered by this Annual Report that
has materally affected, or s reasonably likely to matenally affect, our
internal control over financial reporting
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The Audit Commitlee is cumrently scheduled to meet six times
in 2011 and will meet at such other tmes as may be required

The Audt Committee reviewed its terms of reference during
January 2011 and recommended changes, which were approved
by the Board in January 2011 The revised terms of reference are
avalable on our website, astrazeneca com

Code of Conduct

Our Code of Conduct, which 1s available on our website,
astrazeneca com, applies to all Directors, officers, full-tme,
part-time, contracior and tempaorary staff at all levels in every
country where we operats It has been translated nto over 40
languages and every emplayee has a copy in his/her local

language It 13 designed to provide clear direction as to how our
commutment to honesty and integnty 1s to be translated into
consistent actions across all areas of the business Compliance
with the Code of Conduct and with the standards detailed by the
Group n support of it 1Is mandatory The same applies to the faws
and regulations of the countnes in which we work and do business,
as well as applcable national and international codes, and we seek
to operate to the highest of these standards The Code of Conduct
18 reviewed on a regular basis and updated where necessary to take
account of changing legal and regulatory standards and obligations
(eg the introduchon of the UK Bribery Act 2010)

The Code of Conduct also includes information on how to report
possible violations of the Code of Conduct through the appropnate
channels, Including the AZethics telephone lines and the global
website, AZethics com Anyone who raises a possible breach in
good faith will be supported by management and will not be subyect
to retaliation, which would tself be considered a senous violation of
the Cede of Conduct We review all alleged compliance breaches
and concerns, and we investigate and report them to the Audit
Committee, as appropnate

Dunng 2010, 368 reports of alleged compliance breaches or other
ethical concemns were made via the telephone lines, the AZethics com
website or the Global Compliance e-mail or postal addresses
descnbed in the Code of Conduct The number of reports through
equivalent channels in 2009 was 289 We believe that the increase
n the number of reports via these channels 1s due to our ongoing
focus on compliance matters and work 1o raise awareness of the
Code of Conduct and supporting policies through focused
communication and training

As with the Code of Conduct, our global policies apply to all
members of the Group Like the Code of Conduct, the global
policies provide clear and comprehensive guidance, in plain
language, to all managers and employees as to their
accountabilities in key ethical, compliance and corporate
respensibility sk areas

A cntical element of the effectiveness of the Code of Conduct and
global policies 1s to deliver clear traming and education to employees
on an ongoing basis.

A Group Finance Code of Conduct complements the Code of
Conduct It applies to the CEO, the CFC, the Group’s pnncipal
accounting officers (including key Finance staff n major overseas
subsidianes) and all Finance function employees, and it reinforces
the importance of the integnty of the Group’s Financial Statements,
of the reliabiity of the accounting records on which they are based
and of the robustness of the relevant controls and processes
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Rermuneration Committee

The principal role of the Remuneration Committee 1s to consider
and set, on behalf of the Board, the remuneration {including pension
nghts and compensation payments) of Executve Directors and other
senior executives It also considers and sets the remuneration of the
Chaiman, in conjunction with the Senior independent Non-
Executrve Director and in the absence of the Charrman No Director
13 nvolved it deciding his ar her own remuneration More informaton
15 set outin the Directors’ Remuneration Report from page 19

Nomination and Governance Committee

The Nomination and Governance Committeg’s role 1s to
recommend to the Board any new appointments of Directors

Any decisions relating to the appointment of Directors are made

by the entire Board based on the ments of the candidates and the
refevance of ther background and expenence, measured aganst
objective cntena, with care taken to ensure that appointees have
enough time to devote to our business The Committee also advises
the Board penodically on significant developments in corporate
govemnance and the Company’s compliance with the UK Corporate
Governance Codes

Bunng 2010, the members of the Nomination and Govemnance
Commitiee were Louts Schwertzer (Chairman of the Committes),
Jane Henney, Michele Hooper and John Varley They are all
Non-Executive Directors The Board considers them all to be
Independent, Louts Schweitzer was considered by the Board {o

be independent upon his appaintment as Chairman, In accordance
with the UK Corporate Govemance Codes, the test of independence
1S not appropnate In relation to the Charman after his appointment
The Company Secretary acts as secretary to the Committee

The Nomination and Governance Committee met six times in 2010
The indwdual attendance record of its members is set out in the
Board and Board Committee mesting attendance in 2010 table

on page 111 During the year, it reviewed the knowledge, expenence
and balance of the Board overall and considered its Iikely future
reqguirernents given the strategic and business objectives of the
Company It recommended to the Board the appointment of two
new Non-Executve Directors — Bruce Burlington and Shnh Vadera
For both these appointments, external board search firms were
Instructed to assist the Committee in identifying potential
canthdates and recruting the new Board members In addition,

the Committee received reports about corporate governance
developments and their potential impact on the Group In particular,
it reviewed the new UK Corporate Govermnance Cede published in
May 2010, no significant changes were required to our corporate
govemnance framework as a result of the changes contained in the
UK Comporate Governance Code

The Nomination and Governance Committes reviewed its terms

of reference dunng 2010 and recommendead minor changes, which
were approved by the Board in January 2011 The revised terms

of reference are avallable on our website, astrazeneca com

Science Committee

The Science Committee’s core role continues to be to provide
assurance to the Board regarding the quality, competitiveness and
integnty of the Group’s R&D actmities by way of meetings and
dialogue with our R&D leaders and other scientist employees, visits
to our R&D sites througheut the world, and review and assessment of
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> The approaches we adopt in respect of our chosen Therapy Areas

> The scientific technology and R&D capabiies deployed

> The decision making processes for R&AD projects and
programmes

> The quality of our scientists

The Science Committee also reviews, from time to time, Important
bicethical 1ssues that we face, and assists in the formulation of, and
agrees on behalf of the Board, appropnate policies in relation to
such 1ssues ft may also consider, from time to time, future trends in
medical science and technology The Committee does not review
indmdual R&D projects

Bunng 2010, the members of the Scence Committee, alt of whom
have a knowledge of, or an interest i, ife sciences, were Nancy
Rothwelt (Chairman of the Committes), Jane Henney, Bruce
Burlington (from his appointment as a Non-Executive Director in
August), Marcus Wallenberg (from 28 Apnl 2010) and Bo Angelin
(untd his retirernent from the Board on 29 Apnl 2010), all Non-
Executive Directors The President, Global R&D, the Executive
Vice-President, Innovative Medicines, the Senior Vice-President,
R&D, Medimmune, and the Executve Vice-President, Global
Medicines Development attend meetings of the Committee The
Vice-President, Strategy, Portfolio & Performance, RAD also attends
all meetings and acts as secretary to this Committee

The Science Committee met twice In 2010, once by telephone and
once at Gaithersburg, one of cur US biclogics sites It reviewed its
terms of reference dunng 2010 and recommended minor changes,
which were approved by the Board in July The revised terms of
reference are avalable on our websiie, astrazeneca com

US corporate governance requirements

Our ADSs are traded on the NYSE and, accordingly, we are subject
to the reporting and other requirements of the SEC applicable to
foreign pnivate 1ssuers  Section 404 of the Sarbanes-Oxley Act
requires companes to nclude in therr annual report on Form 20-F
filed with the SEC a report by management stating its responsibility
for estabhshing intemal control over financial reporting and to
assess annually the effectiveness of such intemal control We have
complied with those provisions of the Sarbanes-Oxley Act
applicable to foreign private issuers The Board continues to beleve
that the Group has a sound corporate governance framework,
good processes for the accurate and timely reporting of tts financial
posiion and results of operations and an effective and robust
system of internal controls We have established a Disclosure
Committee, further details of which can be found in the Disclosure
Committee section on page 116

The Directors’ assessment of the effectiveness of the internal
control over financial reporting 1s set out In the Directors'
Responsibikties for, and Report on, Internal Control over Financial
Reporting sectton in the Financial Staterments on page 136

We are required to disclose any significant ways in which our
corporate govemance practices differ from those followed by

US companies under the Listing Standards In addition, we must
comply fully with the provisions of the Listing Standards relating to
the composition, responsibilities and operation of audt committees
These provisions incorporate the rules concerning audit commitices
implemented by the SEC under the Sarbanes-Oxley Act We have
reviewed the corporate governance practices required to be
followed by US companies under the Listing Standards and our
corporate governance practices are generally consistent with

those standards
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Business organisation

Senior Executive Team

The CEO has established and charrs the SET The SET normally
mests once a month to consider and decide major business 1ssues,
or as otherwtse required by business needs Typically, it also
reviews, in advance of submission to the Board, those matters

that are to be subrmitted to the Board for review and decision

In addmion to the CEO, the SET's members are the CFQ, the
President, Global R&D, the Executive Vice-President, Global
Commercial Operations, the General Counsel, the Executive
Vice-President, Human Resources and Corporate Affarrs, and the
Executive Vice-President, Global Operations and Information
Services The Company Secretary acts as secretary to the SET

Portfolio Investment Board (PIB)

The CEC has established and chairs the PIB, which 1s a semior-level,
cross-functional governance body, which seeks to maximise the
value of our internal and external R&D investments through robust,
transparent and well-informed decisions that dnve business
performance and accountabihity

Specifically, the PIB has responsibility for

> Reviewing the R&D portfolic — by conducting an objectve and
transparent review of R&D performance, product launch profile
and ahgnment with corporate strategy The review Is also an
wnportant step in reconfirming the R&D three-year budget

> Approving the business plans of the Innovative Medicines Units
and the Global Medicines Development demand forecast — by
confinuing the allocation of resources across earty- and late-stage
elements of R&D as well as assessing hcensing and acquisiton
opportunties

> Approving late-stage (intermal and external) nvestment decisions

> Monitonng environmental events that could have a major
transformational or disruptive Impact on our business

In additron to the CEO, the PIB's members are the CFO, the
President, Global R&D, the Executive Vice-President, Global
Commercial Operations, the Executive Vice-President, tnnovative
Medicines, the Senior Vice-President, R&D, Medimmune, the
Exgoutive Vice-President, Global Medicines Development, and the
Vice-President, Strategic Partnenng & Business Development The
PIB has a permanent secretary and typically meets at around the
tme of the monthly SET meetings, or as otherwsse required by
business needs

Disclosure Committee

Qur disclosure policy provides a framework for the handling and
disclosure of inside Information and other information of interest to
shareholdars and the investment cormmunity It atso defines the role
of the Disclosure Committee The members cf the Committee are
the CFO, who charrs the Committee, the President, Global R&D, the
General Counsel, the Vice-President, Corporate Affairs, the
Vice-President, Investor Relations, and the Senior Vice-President,
Group Finance The Deputy Company Secretary acts as secretary
to this Committee The Committee meets regularty to assist and
inform the decisions of the CEQO concerning inside information and
its disclosure Penodically, it reviews our disclosure controls and
procedures and its own operation as part of work camed out to
enable management and the Board to assure themselves that
appropriate processes are operating for our planned disclosures,
such as our quarterly resulis announcements and scheduled
investor relatons events
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Disclosure of information to auditors

The Directors who held office at the date of approval of this Annual
Report confim that, s¢ far as they are each aware, there 1s no
retevant audit information of which the Company's auditors are
unaware, and each Director has taken all the steps that he or she
ought to have taken as a Director to make himself or herself aware
of any relevant audit informaton and to establish that the
Company's auditers are aware of that information

Comphiance and Group Internal Audit (GIA)

The role of the Global Compliance funchon 1s to manage and
maintain the comphance programime infrastructure and to help
embed a culture of ethues and integnity in the Group  Global
Compliance works closely with GIA, with whom it provides joint
assurance reporting to the Audit Committee The key pnonties for
our Global Comphance function for 2010/2011 are closaly aligned
with the Group's strategic pnonties and include strengthening our
efforts for oversight at all levels of our business, including third
parties, anti-bnbery and anti-cormuption efforts, and data privacy
Dunng 2011, the Global Compliance function will continue to focus
on ensunng the delivery of an aligned approach to compliance that
addresses key nsk areas across the business

Dunng 2010, the Global Compliance function was restructured with
a formal change to centralise the reporting of all globally-deployed
comphance programme resources under the Globa! Compliance
Officer who reports to the CEC A new management structure, at
the head of which 1s the Global Comphiance leadership team, now
Incorporates all operational elements of the business The remit

of the team 1s to oversee and co-ordinate the implernentation of

an effective global comphiance programme and evaluate its
effectveness It does this by assessing key compliance nsks within
and across the SET functions, working with GIA to ensure co-
ordinabon of compliance audiing and monitonng, reviewing results,
addressing significant policy viclations, and identifying trends

Global Compliance provides direct assurance 1o the Audit Committee
on matters concerning compliance 1ssues, with a parhicular focus
on comgpliance with ant-bnbery and ant-corruption legislation as
well as IFPMA, EFPIA and PhRMA codes Complementing this,

GIA cames out a range of audits that include comphance-related
audits and reviews of the assurance actwties of other Group
assurance functions The results from these activities are reported
to the Audit Committee

GlA 1s an independent appraisal function that dernves its authonty
from the Board through the Audit Committee Its pnmary role 1s to
provide reasonable and objective assurance to the Directors
regarding the adequacy and sffectiveness of the Group's nsk
management and control framework and the ntemal controls over
key business nsks, including financial controls and compliance with
laws, regulations and policies

GIA seeks to discharge the responsibilittes set down inits charter
by reviewing

> The processes for ensunng that key business nsks are efiectively
managed

> The financial and operational controls that help to ensure that the
Group's assets are property safeguarded from losses, including
fraud

> The controls that help to ensure the reliability and integnty of
management informaton systerns

> The processes for ensunng compliance with policies and
procedures, extemat legislation and regulation
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In addition to fulfiing 1ts pnmary remit of assurance to the Audit
Committee, GIA acts as a source of constructive advice and best
practice, assisting senior management to improve governance,
control, comphance and nsk management

QOther matters

Corporate governance statement under the UK Disclosure
and Transparency Rules

The disclosures that fulfil the requirements of a corporate
govemance statement under the Disclosure and Transparency
Rules can be found in this section and in other parts of this Annual
Report as hsted below, each of which 1s incorporated into this
sechon by reference

> Significant holders of the Company's shares {contained in
the Shareholder Information section from page 211)

> Articles (contained in the Corporate Information section on
page 216}

> Amendments to the Company's Articles (contained in the
Corporate Information section on page 216)

Subsidianes and principal activities

The Company is the holding company for a group of subsidianes
whose principal activiies are descnbed in this Annual Report
Prncipal subsidianes and therr locations are given in the Pnncipal
Subsidianes section in the Financial Statements on page 197

Branches and countries in which the Group conducts
busmness

In accordance with the Companies Act 2006, we disclose below
our subsidiary companies that have representative or scientific
branches/offices outside the UK

> AstraZeneca UK Limited Albania, Algena, Angola, Armenia,
Azerbanan, Belarus, Bosnia and Herzegovina, Bulgana, Chile,
Costa Rica, Croatia, Cuba, Georgia, Ghana {scientific office),
Ireland, Jordan, Kazakhstan, Kenya (scientific office), Macedoria,
Romania, Russia, Sertya and Montenegro, Slovenia and Ukraine

> AstraZeneca AB Egypt (scientific office), Latvia, Saudi Arabia
{scientific office) and Slovakia

> AstraZeneca Export and Trading AB Estonia, Lithuarwa, Rormania
and the United Arab Emirates

> AstraZeneca Singapore Pte Lmited Cambodia and Vietnam

Distributions to shareholders and dividends for 2010

Our distnbution policy compnses both a regular cash dwdend and
a share repurchase component, further details of which are set out
in the Financial Review on page 87 and Notes 21 and 20 to the
Financial Statements on page 167

The Company's dwvidends for 2010 of $2 55 (161 6 pence, SEK

17 11) per Ordinary Share amount to, n aggregate, a total dvidend
payment to shareholders of $3,617 milion Two of our employes
share trusts, AstraZeneca Share Trust Limited and AstraZeneca
Quest Limited, warve therr nght 1o a dwidend on the Ordinary
Shares that they hold and instead receve a nominal dividend

A shareholders’ resolution was passed at the 2010 AGM authonsing
the Company to purchase its own shares Pursuant to this
resolution, the Comparty repurchased (and subsequently cancelled)
53,691,507 Ordinary Shares with a nominal value of $0 25 each, at
an aggregate cost of $2,604 millon, representing 3 8% of the total
1ssued share capital of the Company The Company will seek a
renewal of its current perrmisston from shareholders to purchase its
own shares at the AGM on 28 Apnl 2011
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During our share repurchase programmes that operated between
1999 and 2010, a total of 430 milion Ordinary Shares were
repurchased, and subsequently cancelled, at an average pnce

of 2,718 pence per share for a consideration, including expenses,
of $20,702 million

Going concern accounting basis

Information on the business environment in which we operate,
including the factors underpinning the Industry's future growth
prospects, are included in the section descabing Our marketplace
from page 10 Details of our product portfolio, our approach to
product development and a summary of our development pipeline
are included in the Business Review section from page 24
Additional nformation on our Therapy Areas i1s included in the
Therapy Area Review from page 50 The table showing our
development mpeline can be found from page 206

The financial position of the Group, our cash flows, iquidity position
and borrowing faciities are descnbed in the Financial Review from
page 78 In addibon, Notes 15 and 23 to the Financial Statements
from pages 158 and 168 respectively, Include our objectives,
policies and processes for managing our capital, our financial nsk
management abjectives, detals of our financal Instruments and
hedging actmvities and our exposures to credit, market and lquidity
nsk Further detaills of our cash balances and borrowings are
included in Notes 13 and 14 to the Financial Statements on pages
157 and 158 respectively

We have considerable financial resources available At 31
December 2010, we had $15 25 hilion in financial resources {cash
balances of $11 1 bilion and committed undrawn bank faciimes of
$4 25 bilion, with only $01 billion of debt due within one year) Our
revenues are largely derved from sales of products which are
covered by patents and for which, in the short term at least,
demand 15 refatively unaffected by changes in the global economy
In addtion, we have a wide diversity of customers and supphers
across different geographic areas As a consequence, the Directors
believe that we are well placed to continue to manage our business
rnisks successfully

The Directors have a reasonable expectation that we have adequate
resources to continue In operatonal existence for the foreseeable
future Accordingly, they continue to adopt the going concem basis
n preparnng this Annual Report and the Financial Statements

Changes in share capital

Changes in the Company’s Ordinary Share capital duning 2010,
including details of the allotment of new shares under the
Company's share plans, are given In Note 20 to the Financial
Statements on page 167

Directors’ shareholdings

The Articles require each Director to be the beneficial owner of
Ordinary Shares in the Company with an aggregate nominal value
of $125 {which cumrently represents at least 500 shares) Such
helding must be obtained within two months of the date of the
Duwrector’s appointment At 31 December 2010, all of the Directors
complied with this requirement and full detalls of each Director's
interests in shares of the Company are set cut in the Directors’
interests in shares section on page 132 Information about the
shareholding expectations of the Remuneration Committee (in
respect of Executve Directors and SET members) and the Board
(in respect of Non-Executve Directors) 1s also set out in the
Directors’ Remuneration Report on pages 121 and 128 respectively
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Polhtical donations

Nerther the Company nor its subsidianes made any EU political
donations or incumed any EU political expendriture in 2010 and they
do not intend to do so in the future in respect of which shareholder
authonty is required, or for which disclosure in this Annual Report

1s required, under the Gompanes Act 2006 However, to enable the
Company and its subsidiaries to continue to support interest groups
or lobbying orgarysations concemed with the review of government
policy or law reform without inadvertently breaching the Companes
Act 2006, which defines poliical donations and other politicat
expenditure in broad terms, a resolutlon will be put to shareholders
at the 2011 AGM, similar to that passed at the 2010 AGM, to
authonse the Company and its subsidianes to

> make donations to poliical parties
> makeg donations to poltical organisations other than peolitical parties
> Incur political expenditure, up to an aggregate imit of $250,000

In 2010, the Group's US legal entites made contnbutions amounting
in aggregate to $1,999,150 (2009 $733,687) to state politicat party
committees and to campaign committees of vanous state
candidates affilated with the major parties n accordance with
pre-established guidelines The increase from 2009 to 2010 reflects
the fact that many US states held legislatve and executve elections
in 2010, resutting in more state candidate and state political party
activity No corporate donations were made at the federal level and
all contnbutions were made only where allowed by US federal and
state law US citizens or ndwmiduals holding valid green cards
exercised decision making over the contnbutions and the funds
were not provided or rembursed by any non-US legal entity Such
contnbutions do not constitute political donations or political
expenditure for the purposes of the Comparees Act 2006 and were
made without any involvernent of persons or entities outside the US

Significant agreements

There are no significant agreements to which the Company I1s a
party that take effect, alter or terminate on a change of control of

the Company following a takeover thd There are no persons with
whom we have contractual or other amangements, who are deemed
by the Directors to be essental to our business

Use of financial instruments

Notes 15 and 23 to the Financial Statements, from pages 158
and 168 respectively, iInclude further information on our use of
financial nstruments

Creditor payment policy

It 1s not our policy formally to comply with the Confederation of
Briish Industry’s code of practice on the prompt payment of
suppliers It s, however, our policy to agree appropnate payment
terms with all supphers when agreeing to the terms of each
transaction, to ensure that those suppters are made aware of the
terms of payment and, subject to ther compliance, to abide by
the terms of payment The total armount of money owed by the
Company's subsidianes to trade creditors at the batance sheet
date was equivalent 1o 62 days’ average purchases (2009 56 days)
A considerable part of the trade creditors’ balance continues to
relate to the Merck account In the US, which has particularly long
contractual payment terms By remowing this balance and other
itemns not directly related to trade purchases in the US, a more
accurate average of 57 days s obtaned (2009 47 days)

The Company has no external trade creditors
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Annual General Meeting

The Comparry’s AGM will be held on 28 Apnl 2011 The meetng
place will be in London A Notice of AGM will be sent to all
registered holders of Ordinary Shares and, where requested, to the
beneficial holders of shares

External auditor

A reselution will be proposed at the AGM on 28 April 2011 for the
re-appointment of KPMG Audit Plc as auditor of the Company

The external auditor has undertaken vanous non-audit work for

us dunng 2010 More information about this work and the audit
and non-audit fees that we have pad are set out In Note 27 to

the Financial Statements on page 196 The external auditor 1s not
engaged by us to carry out any non-audit work in respect of which
it might, i the future, be required to express an audit opinion As
explaned more fully in the Audit Committee section from page 113,
the Audit Committee has established pre-approval policies and
procedures for audit and non-audit work permitted to be camed out
by the external auditor and has carefully monitored the objectiviy
and independence of the external auditor throughout 2010

Bureau Veritas

Bureau Ventas has provided external assurance on corporate
responsibility related mformation within this Annual Report and

of the detailed content of the ‘Responsibility’ section of our website
Bureau Vertas has found the mformatien provided within thig
Annual Report to be accurate and reliable (based on the evtidence
prowided and subject to the scope, obiectves and imitations
defined in the full assurance statement} The full assurance
statement which contains detalled scope, methodology, overall
opinton and recommendations can be found on our website,
astrazeneca com, web page content assured by Bureau Ventas
1s marked at the bottom of each page

Bureau Ventas is an independent professional services company
that specialises in quality, health, safety, social and emaronmental
management with a long history of providing independent

assurance services, and an annual turmover in 2009 of €2 6 bilion

Directors’ Report

The Directors’ Report, which has been prepared in accordance
with the requirernemts of the Companies Act 2008, compnses the
following sections.

> Qur Strategy and Performance
> Business Review

> Corporate Govermance

> Development Pipeline

= Shareholder Information

> Corporate Information

and has been signed on behalf of the Board
A C N Kemp

Company Secrelary
27 January 2011

Wi
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Directors’ Remuneration Report

John Varley
Non-Executive Director and
Charman of the Remuneration Commitiee

In this introduction to the 2010 Directors’
Remuneration Report | highlight a number of
points to give context to the report that follows

As we indicated in our 2009 annual report, the Remuneration
Commitleg’s mam objectives dunng 2010 were to develop long-
term compensation structures {o support the strategic and financial
progress of the Group, to invest in the development of human
capital In AstraZeneca, and to focus on stewardship and
shareholder value-creahon over the long term In particutar, we
stated our intention to reshape the Group’s long-term incentive
arrangements, mantaring (but not increasing) the overall value

of the package, but recognising that AstraZeneca operates in a
uniquely long-term industry We sought thereby to strengthen the
allgnment between the tme horzons over which our business
Investment decisions are taken and those to which part ¢f our share
Incentive programmes relate An important and informative part of
this process was extensive consultation with insttutional investors
We are grateful for their contnbution to the development of the
proposals Our recommendations recewved strong support from
shareholders at cur AGM In Apnl 2010 and the new AstraZeneca
Investrnent Plan was approved

Meanwhile, 2010 has been a year of considerable change for

the senior leadership of AstraZeneca Remuneration policy and
prachices play a key role in supporting the implementation of our
strategy to be a focused, integrated, Innovation-driven, global,
prescnption-based biopharmaceutical business The Cormmittee
has endeavoured to stnke an appropriate balance between levels
of remuneration that reflect the need to attract and retan top talent
in a highlty competitive global market and poiicies that are ahgned
with best practice through nsk adjustment, deferral, claw-back and
reward for success The Committee has applied carefid oversight
to internal moves and external hires 1o ensure that AstraZeneca
attracts and retains world-class talent in ts Senior Executive Team,
particularty, in 2010, in ight of the changes n our B&D organisation,
across its R&D senior leadership
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There have also been changes to the membership of the
Committee tself dunng 2040 In Apnl 2010, John Buchanan retired
from the Commuttee when he stepped down from the Board On
behalf of the Commuittee | would like to thank John for his immensely
valuable contribution to the Committee's operation and decisions
dunng his tenure as a member Fellowing John's retirement, Rudy
Markham has joned the Commuttee, bnnging with him a wealth of
relevant expenence, including as a Non-Executive Director of the
Financial Reporting Counci Rudy 1s also a member of the Audit
Committee, and we thereby maintan an important ink between
the work and delberations of the two Committees As can be seen
from the Committee members' biographies on page 106, each

of AstraZeneca’s Board Commuttees {including the Science
Committee, which 1s charred by Dame Nancy Rothwell) 1s
represented in the membership of the Remuneraton Committee
This1s ntentionally se, and ensures that ¢nbcal 1Issues conceming
performance, productmty, nsk and reputation continue to be at the
forefront of the Committee’s considerations

The changes that were made to executive remuneration dunng

the year (explaned more fully below) reflect a clear desire In the:
business, which the Committee fully supported, to move towards

a longer-term framework which will strengthen alignment with the
inherently long-term nature of pharmaceutical drug development
and thereby with the long-term interests of shareholders The
revised long-term incentive (LT} structures have been designed,
cognisant of shareholder views and expectations, to provide a clear
focus for the business to outperform its industry peers over time,

to delver operational efficiency and engender a strong sense of
stewardship that will deliver long-term sustainable shareholder value

On behalf of the Remuneration Commitiee, | commend thus
Directors’ Remuneration Report o you

John Variley
Charman of the Remuneration Commiitee
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Directors’ Remuneration Report

This Directors’ Remuneration Report (Report) has been prepared
1 accordance with the Large and Medium-sized Companies and
Groups {Accounts and Reports) Regulations 2008 {Regulations)
and meets the relevant requirements of the Financial Services
Authonty's Listing Rules As requied by the Regulations, a
resolution to approve this Report will be proposed at the AGM

on 28 Apnl 2011

The following sections of this Report, up to and Including the
Non-Executive Directors section on page 128, were not subject
to audt by KPMG Audit Plc

Remuneration Committee membership and meetings

The members of the Committee are John Variey (Chaurmarn), Rudy
Markham, Louis Schwertzer and Nancy Rothwell Rudy Markham
became a member of the Committee on 29 Apnl 2010 Until that
date, upon which he retired from the Board, John Buchanan was a
member of the Comimittee Throughout 2010, all the members of
the Committee were independent Non-Executive Directors — Louis
Schwertzer was considered by the Board to be independent upon
his appontment as Charman The independence of the Non-
Executive Directors 1s discussed in more detall n the Corporate
Govemnance Report from page 109 The Company Secretary acts
as the secretary to the Committes

Tha Committee met seven times In 2010 The individual attendance
record of members of the Commitiee 1s set out in the Board and
Board Committee meeting attendance in 2010 table on page 111

At the nvitation of the Commuttee, except where ther own
remuneration was being discussed, Dawid Brennan, CEQ, Lynn
Tetrault, Executive Vice-President, Human Resources and
Corporate Affairs, Simon Appleby, Vice-President, Performance
and Reward, and Viv Gill and her successor, Katie Jackson-Turner,
Vice-President, Global Compensation attended one or more
Committes meetings in 2010 and provided advice and services
that matenally assisted the Committee

The Committee retans Carol Amowsmith of Deloitte LLP (Delortte)
who provided independent advice on vanous matters it considered
in 2010 Dunng the year, the Committes reviewed the voluntary
code of conduct in refation to executive remuneration consulting

In the UK, which is operated under the aegrs of the Remuneration
Consultants Group, in which Deloitte participates Dunng the year,
Deloitta also provided taxation advice and cther specific non-audit
services to the Group The Committee reviewed the potential for
conficts of interest and judged that there was none and that the
independence of Its adwiser was not called into question

Committee terms of reference and main work dunng

the year

Committee terms of reference

A copy of the Committee’s terms of reference 1s avalable on our
website, astrazeneca.com

The role of the Committee 1s to develop and deploy remuneration
policies and practices for senior management, and for the Group
more broadly, that support the implementation of our business
strategy and which thereby help the orgarnisation to create value
for shareholders over tme
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The Committee has responsibiiity for deterrmining, on behalf of the
Board, the indwidual compensation paid to Executive Directors and
SET members It takes responsibility on behalf of the Board for
reviewing the design and operation of total compensation structures
and practices across AstraZeneca In this regard, the Comrmittee's
approval 1s required in relation to, among other things, decisions
regarding

> The elgbility, structure, award/grant levels, performance metncs
and targets, costs and final vesting levels under LTI plans for
Directors, other SET members and the Company Secretary

> Annual bonus payments for Executive Oirectors, other SET
members and seror exacutves below SET level

> The pension entittements of Executve Directors and other
SET members

> The Chairman of the Board’s remuneration (which 1s approved by
the other members of the Commuttee and the Senior independent
Non-Executive Director)

> Any single payment or award over $1 million

> Shareholding guidelines for Executve Directors and other
SET members

> The contractual terms and conditons of, and any potential or
actual payments ansing on termination to, Executive Directors,
other SET members and the Company Secretary so as to ensure
that they are far to the individual and the Company, that faulure 1s
not rewarded and that the duty to mitigate loss 1s fully recognised

The Committee conducted a review of its terms of reference dunng
2010 and agreed to recommend to the Board a small number of
changes, pnncipally to reflect provisions in the new UK Corporate
Governance Code These were approved by the Board i January
2011 and the rewvised terms of reference are available on our
website, astrazeneca com

Main work during the year
The Committee censidered the following pnncipal matters
dunng 2010

> Completion of the strategic review of the remuneration and
Incentive framework for Executive Directors and other SET
members This included significant consultation with major
shareholders and institutional Investor organisations

> A review of the terms of senior executives’ remuneration
packages on appointment, promoton and terrmination, including
the remuneration packages on the appointment of a number of
senior leaders in R&D

> The assessment of Group and indwvidual performance against
performance targets 1o determne the leve! of executive bonuses
for 2009 and to set executive bonus performance targets for 2010

> The approval of the rutes of the new AstraZeneca Investment Plan
(AZIP) prior to the AZIP being proposed to shareholders for
approval at the 2010 AGM, and the approval of the rules of the
new AstraZeneca Global Restncted Stock Plan (GRSP), which did
not require shareholder approval

> The approval of the introduction of a new cash flow target for
the AstraZeneca Performance Share Plan (PSP), to be used in
conjunchon with the existing TSR performance condition

> The approval of awards made under the Group’s main LTI plans
the PSP, the AZIP, and the GRSP to SET members and other
participants
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> The approval of restncted share awards to a imited number
of senior executives under the AstraZeneca Reastncted Share
Plan (RSP}

> A review of the use of claw-back provisions by the Company

> A review of the Company’s governance arrangements for global
compensation matters

> A benchmarking review of the Committee’s actvities and policies
aganst institutlonal Investor guidelines

> Areview of the levels of share ownership of Executive Directors
and other SET members

> A review of the pension entitlements of Executive Directors and
other SET members

> A review of the iImpact on compensation policies and practices
of the current economic environment, including ensunng the
appropnate degree of nsk adustment to aggregate and ndwidual
compensation decisions

> A review of the voluntary code of conduct operated under the
aegis of the Remuneration Consultants Group In relation to
executive remuneration consulting in the UK

> In conunction with the Senior ndependent Non-Executive Director
and not In the presence of the Chairman of the Board, a review of
the basic fee pad to the Chairman of the Board for his services

> The preparation, review and approval {in January 2011) of this
Report

Key remuneration principles

The Committee considers that the followang objectives should
continue to define sts approach to the formation and execution
of AstraZeneca's remuneration policy

> All aspects of executrve remuneration should be designed to help
AstraZeneca create sustanable growth in shareholder value by
the successful implementation of strategy and be developed In
the context of shareholder views on best practice

> Reward structures and performance measures should support
a strong performance culture enabling delivery of the business
strategy, where all employees have a clear understanding of the
Group's abyjectves, how their work will impact those obyectves and
how they will benefit from delivenng high levels of performance

> Base pay and total compensation positioning aganst the market
should be appropnate to attract and develop high-calibre talent
and SET remuneration should continue to be referenced to
competitve levels of remuneration
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Following the 2010 AGM, the sharehelding guidelines for Executive
Cirectors and other SET members were increased The
shareholding requirament for the CEC was increased to 200% of
hase salary (from 100%) and the requirement for all other Executive
Dwrectors and SET members was increased to 125% of base salary
{from 100%)

Incentive programmes designed to deliver long-term
shareholder value

The long-term share interests of Executive Directors and other SET
members are provided through two complementary share plans,
the PSP and the AZIP

Under the PSP, a relative TSR performance condition applies in
respect of one half of any award mada and the other half of the
award 15 subject to a cash flow performance measure that reflects
operational management of the business in a way that 1s consistent
with generating value for shareholders A cash flow measure was
introduced in 2010 because it encompasses all elements of
operational and financial performance, represents a strong proxy
through time for shareholder value creation and 15 a key measure for
the Group Together, the TSR and cash flow performance conditions
focus reward under the PSP on outperforrnance of competitors

The AZIP, approved by shareholders in 2010, operates with an
eight-year time honzon where reward 1s conditional on sustainable
shareholder retums and financial performance The AZIP creates
the opportunity for annual awards to Executive Directors and other
SET members which must be held for a total of eight years and
are subject to a four-year performance requirement from the date
of award

The greater wexghting within the LTt opportunity 1s given to awards
under the PSP Awards under the PSP are postioned so that
interests under this plan can deliver 75% of the overall expected value
from long-term remuneration and the AZIP 25% The Commitiee
keeps under review the appropnateness of this weighting

The combination of awards under these two plans enhances the
aignment between the time honzons over which our business
rnvestment decisions are taken and those to which our long-term
remuneration vehicles relate

The AstraZeneca Share Option Plan {SOP) expired dunng 2010 and
grants of share options no longer form part of our LT arrangements
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Components of remuneration

During 2010, the remuneration components for all Group employees
{including those of SET members) compnsed fixed and vanable
performance-refated elements Summanes of these elements are
included n the Components of remuneration table befow

The way 0 which these elements of remuneration are combined
and apphed vanes according to a range of factors, including specific
business needs and practices in different markets, atthough, in
general, the more sentor the role wathin the business, the greater
the proportion of total remuneration 1s made up of vanable
performance-related elements The Committee seeks to ensure that
the overall proportion of vanable pay to which Executve Directors
and other SET members may become entitled forms a significant
part of therr overall remuneration opportunity The Committee's
objective for senior management 13 to ensure that such vanable pay
18 inked t0 a range of measures designed to promote both
ndradual and team behaviour and performance in a way that
supports the success of AstraZeneca and creates value for its
shareholders Such measures are designed to stretch and
challenge the relevant ndmduals while at the same time gvng thern

Components of remuneration

an opportunity to participate as shareholders in the creaton
of long-term economic value

The Committee has continued to take nto account the wider
business environment and employment conditions across the
Group In particular, with the exception of the CFO whose base
salary had remained unchanged since he joined the Group, no base
pay increases were awarded in respect of the 2010 calendar year

to Executve Directors or other SET members whose responsibilities
werg unchanged [n addition, award opportunities for SET members
under the Group’s LT plan framework have been held at a
consistent level since the adoption of the PSP in 2006

For 2011, the Company will continue 1o benchmark against
appropnate comparator comparies and will assess whether or not
and to what extent the overall opportunites for remuneration offered
by the current structure of remuneration remain appropnate In the
context of changes within the business and the external
environment in which it operates, taking note also of the guidance
ssued within the last 12 months from bodies representing
institutional sharehclders

[+] of r i Role within the remuneration framework Summary of policy Applias to
Base salary (fixed) Base fixed remuneration Based on conditions in the relevant market and All employees
recognising the value of an indmdial s sustaned
personal performance and contnbution 1o the
business, taking account of the market rate for an
wnidividual's skills and expenence Benchmarked
against external comparators
Pension arrangements Provision of retrement benefits Benchmarked against the ralevant local All employees
{fixed}) employment market
Benefits (fixed) Provision of standard non-cash employment benefits,  Cost-effective and compatble with relevant wetfare All employees
such as healthcare insurances and, for certain arrangements and local market norms
employees facitated car purchase arrangsments
Short-term bonus An annual cash ncentave opportunity determined Differs by market but the Group performance All eligible
{vanable) by reference 10 Group, functional and indrachial measures ensure that all ebgible employees recene employees
perfomrnance, measured over a single financial year an gfernent of reward based on the Group s overall
of the Company and taking into account extsrnal financial performance
expectations of performance The functional goals are agreed by the Committee at
the start of the year and are darved from the business
scorecard, the key elements of which are set out in the
Business objectives and kay performance ndicators
section from page 16 and are monrored as part of the
quarterly business review (QBR) procass
Indrviduat goals are based on amnual objactivas, which
are knked to functional goats
Deferred bonus plan Algns SET members' interests with those of SET members must defer a proporton of ther SET members
(variable) shareholders short-term bonus (one-third of pra-tax bonus for
Executnve Qirectors and enae-sixth for other SET
members} nto Ordinary Shares or ADSs for a
three-year penod
LTl plans (vanable) Long-tenm equity rcentive awards to provide indmdual - AstraZeneca Perforrmance Share Plan SET members and
exaCutves and employees with total compensation other sanior
opportunities that ane competitive against local market executives
practice, for the achievement of operational excellence.  AstraZenecsa vastment Plan SET members
strong financial performance and actions that are Share Option Plan (final awards mage n 2009) Senior managerment
closaly aligned with the interests of shareholders The and SET members
g@m@gppﬁt:eﬂc: SETmembarspartapate o cted Stock Plan g::)gl.):n% employaes

Other share plans ‘Ali employee’ share participation arrengemaents,

including some that are tax-approved, for example

Examples include the Share Incentve Plan and
Savings-Related Share Option Plan {UK)

Ehgible employses

n the UK.
Shareholding guidelines  Akgnng SET members interests with those of The CEC s expected to hold shares equvalent to 200%  SET members
shargholders of basa salary and the CFO and other SET members

ara expected to hold 125% of basa salary n shares

Overall approach
component of the SET member’s total remuneration

When assessing the overall value of a SET member s remuneration the Committee considers, both separately and n aggregate, each

' Further informat:on an these plans & provided in Note 24 to the Financial Statemants from page 173
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Remuneration and terms of employment for Executive Directors and other SET members

Components of Executive Director and SET remuneration

Variable Elements I

Fixed Elements |

Ql'ar-y’/——) Linked to short-term performance Linked to long-term performance

QTL’__——J Q’__’_’J AstraZeneca Investment Plan

[ Benefits (such as healthcare)

] { Deferred Bonus {share-based)

] [ Performance Share Plan J

lllustration of fixed and variable performance-related
remuneration

Based on AstraZeneca’s remuneration policy, the Components of
rermuneration — expected value charts below illustrate the potental
weighting grven to fixed and vanable performance-related elements
of the remuneration package at Executive Director leve! Vanable
performance-related elements of the package are shown on an
‘expected value' basis, and in the event that performance
condittons are not met, such elements would not deliver any value
The ‘expected value' approach considers the range of possible
outcomes and the probability attached to each, in order to provide
avalue that represents the average that would be delivered If the
arrangements were operated over many years The ‘expected value'
for bonus payment 1s taken to be the target payout level

Fixed remuneration

Both Executive Directors’ terms and conditions are UK-based apart
from Dawd Brennan's pension and health insurance arrangements,
whuch are descnbed below, and are benchmarked against external
UK comparators

Base salary

The base salary for Executive Directors and other SET members

1s deterrmined by the Committee  Salary decistons reflect the
expenence and performance of the indwviduals to whom they apply,
talang account of market competitveness and the level of increases
applicable to employees in the wider Group There was no Increase
1o the base salary of the CEO in either 2009 or 2010 The CFQ's
base salary was increased in 2010 for the first bme since he joined
the Group In 2007 Effective from 2011, the Committee awarded
Bawid Brennan and Simon Lowth base salary increases of 2 5%,
iltustrated in the Executive Directors’ base salanes in 2010 and 2011
table below This 1S in ine with the adustrments being made to the
base salanes of other employees wathin the Group in 2011

Executive Directors’ base salaries in 2010 and 2011

Annual salary  Annuai salary

n 2010 n 201 Increase
Execuirve Drecior £ £ %
Dawd Brennan 972 500 987223 25
Simon Lowth 620 000 835 500 25

Components of remuneration - expected value
Chief Executive Officer (%)

Chuef Financial Officer (%)

Fixed

B Basse Salary
Variable

B Bonus

B PSP

B AZIP

Fixed
W Base Salary
Vanable

B Bonus
B PSP
B AZIP
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Pension arrangements

The table in the Defined benefit arrangements section on page 130
gives details of the changes in the value of the Executive Directors'
accrued pensiens dunng 2010

CEC's pension arrangements

David Brennan 18 a member of the AstraZeneca US Defined Benefit
Pension Plan (US DBP), by virtue of his membership of pension
plans appficable to legacy Astra Merck employees On his
appointment to the Board, the rules of the US DBF were amended
0 as to remaove bonus payments from the calculation of his
pensionable pay Benefits for members of the US DBP are delvered
on a tax-qualified basis, with accrued benefits that exceed specific
limits under the plary's formula and the US Tax Code being delivered
through a supplermentary, non-qualfied plan

The normal pension age under the US DBP 15 65 However, on
leaving or retinng from employment, David Brennan 1s eligible to take
a pension or lump sum equivalent based on accrued service and final
pensionable pay (e without actuanal reduction) due to his satisfaction
of a condiion in the pension plan relating to the combined age and
service exceeding 85 years, as previously disclosed

Dawvid Brennan's participation in the US DBP 1s subject te a service
cap at 35 years' service, which will be attained 1n January 2011,
after which no further service accrual can be eamed

Members and, in the event of death, surviving spouses/dependants
can elect, In relation to those benefits delivered on a tax-gualified
basis under the US DBP, to take pensions i lump sum form based
on actuanal valuation Members or spouses/dependants may not
make such an election in relation to any supplementary non-
qualified benefits which must be taken in lump sum form

In addition, Bavid Brennan {as a US citizen) 1s a contnbuting
member of the US 401(k) savings plan' He also contnbutes to
an associated non-qualfied plan, as descnbed in the Defined
contnbution arrangements section on page 131

In the event of a US participant becoming incapacitated, permanent
hezlth Insurance cover will provide continuation of a proportion of
salary, subject to the satisfaction of certain medical cntena In the
event of the death of a participant pnor to retirement, a life
assurance policy will provide surviving spouses/dependants with a
lump sum equivaient to ene times salary {such salary being capped
at the maximum pensionable salary under the plan)

CFO's pension arangements

Simon Lowth 1s eligible to join the AstraZeneca Group Self invested
Personal Pension (UK Defined Contnbution Plan (UK DCP)) at a
company contnbution rate of 24% of annual base salary or,
alternatively, to take the company contnbution as a cash allowance
For the option years 1 July 2009 to 30 June 2010 and 1 July 2010
to 30 June 2011, hea elected to take the cash allowance, as detalled
in the Defined contnbution arrangements section on page 131

In the event of a senior employee In the UK DCP (including one who
has taken an alternative cash allowance) becoming ncapacitated,
permanent heafth insurance cover provides continuation of a
proportion of salary, subject to the satisfaction of certain medical
chtena In the event of death prior to retirerent, dependants are
entitied to a pension and/or flump sum secured from a multiple of

10 times salary

* The 401(k} savings plan is a qualified plan to which sigible employees may make salary-deferral
contnbutions on a post tax and/or pre tax basis Employers may also make matching or
non-glective cantnbuticns to the plan There g a supplementary non-qualfied plan in piace for
af eligible employees whosae eamings excead spaciiic hmits under the US Tax Code
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Benefits

Congistent with the majonty of ernployers, certain henefits are made
avalable to Executive Directors and other SET members via local
benefits programmes offered by AstraZeneca Benefits under these
programmes typically nclude healthcare, insurances and faciiitated
car purchase arrangements

Vanable performance-related remuneration

Executive Directors and other SET members are eligble to
participate In different elements of vanable performance-related pay,
which are descnbed below The decision as to whether or not, in
any given year, they receve any cr all of therr efements of vanable
pay I1s determined by the Commsttee, which, in making such a
determination, will typically have regard to the performance of the
individual and the Group and will consider the elements of vanable
pay applicable to senior employees in cther comparable
organisations

Short-term bonus

Performance criteria

Executve Directors and other SET members are eligible for a
short-term bonus The basis for the payment of any short-term
bonus is determined by reference o a range of factors linked to the
undertying performance of AstraZeneca’s business, the
performance of the functional area for which the indviduat is
responsible and the performance cf the individual in his or her role

Structure and assessment of performance

As set out in the 2009 Directors’ Remuneration Report, the
performance cntena for the determination of annual bonuses for
Executive Directors and other SET members have been aligned
more closely with the current objectives and measures that are
used by the business This approach continued to apply for 2010
and will do so for 2011 For 2011, the bonus ranges are unchanged
from 2010 The bonus deferral requirements, descnbed in more
detaill below, apphed for 2010 and will be rewewed durning 2011
Executive Directors’ and other SET members' bonuses for 2010
were based on periormance cntena linked to the followtng targets

> B0% by reference to EPS, cash flow targets and the objectives in
each of the strategic prionty areas identified by the Board for the
business, the key elements of which are set out In the Business
objectives and key performance indicators section from page 16
and which are monitored as part of the quarterly business review
{QBR) process agamnst targets set by the Committee at the
beginning of the year and, which among other things, take into
account external expectations of performance,

> 40% by reference to indmdual measures and mitiatives which link
to the business objectives relevant to the indvdual’s functional
accountability {or, in the case of the CEQ, the average of these
indvidual cutcomes)

These measures reinforce AstraZeneca’s emphasis on indndual
and business accountabiiity The key measures referred to above
are clearly set out In the Business objectives and key performance
indicators section from page 16, whereby Group and functional
objectives and measures are managed in a robust and consistent
way and assessed by the SET as part of the QBR process The
outcome of this process 1s ngorously scrutinised by the Committee

Bonus ranges for 2011
For 2011, the bonus ranges for each Executive Director are shown
below and are the same as 2010

Bonus range for 2011
Exscutna Dirgctor %
Dawd Brennan 0-180
Simon Lowth 0-150
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Bonus outcomes for 2010

In assessing bonuses for 2010, the Committee took inte account
the strong EPS (excluding restructuring and synergy costs) and
cash fliow performance, which in both cases signficantly exceeded
target, together with overall business and financial outcomes and
relevant functional performance against clear measures and
initiatives set at the beginning of the bonus year The key elements
of these sirategic prionties and business objectives are set out In
the Business objectives and key performance indicators section
from page 16, in relabon to the following categores, which the
Committee believes are consistent with delivenng sharsholder vatue

> Pipeline

> Delver the business
> Business shape

> People and values

When assessing the performance of the business in these
categones, the Committee noted that dunng 2010

> In relation to the pipeline and Bfe-cycle management, Vimovo was
approved in the US and the EU, Brifrgue was approved in the EU,
Kembiglyze™ XR {Onglyza™/metformin combination) was
approved in the US, additienal indications were approved for
other products, decisions were made In December to discontinue
development of motavizumab and Certriad

> Although we suffered some pipeline disappointments, the new
R&D leadership team has made significant progress in 2010 with
the creation of a single R&D organisation

> The Commercial organisation has continued to drve strong sales
performance In the face of an increasingly challenging
environment

> Our Operations function has continued to deliver on efficiency

> The business broadly mantaned a good level of employee
engagement despite a penod of significant organtsational change

> The business response to the Corporate Integnty Agreement has
been ngorous with significant work undertaken to contnue to
promote a culture of responsibility and accountabiity across the
organisation

Having assessed the Company's performance aganst all the
measures set out above, the Committee 1s satisfied that the bonus
payments that have been eamed against stretching performance
targets ars fully justified

The bonus outcomes for the Executive Directors for 2010 are
shown in the table below

Bonus outcomes for 2010

Short-term bonus {delvered as a combination
of cagh and shares as shown in the Directors
emotumants 1 2010 section from page 129)°

Executve Director 4 % of salary
David Brennan 1,583,025 16271
Sirnon Lowth 918,245 14810

' Bonuses for Executive Directors are not pensionable

Bonus share deferral requirements

Consistent with best practice, and to encourage a long-term view
and align SET members' interests with those of shareholders, the
Committee has put In place a requirement that certain proportions
of any short-term bonus payment (as specified below) be deferred
and nvested into Ordinary Shares or ADSs ({together, Shares)
Broadly, these are acquired on the open market at the prevailing
market price and held for a penod of three years from the date of
acquisition before being delivered to indvidual Executive Drrectors
and other SET members This arrangerment s one of the ways in
which, over time, Executive Directors and other SET members will
be ableg to buld up a significant shareholding in the Comgany

AstraZeneca Annual Report and Form 20-F Information 2010

The proportion currently deferred mto shares 1s cne-third of the
pre-tax bonus for Executive Directors and one-sixth for other SET
members The Committee will review whether the proportion of
bonus to be deferred should be increased In 2011 Cn leaving,
participants would normally have to wait for the shares to be
released at the end of the three-year penod For Executive Directors
and other SET members who cease employment for reasons other
than that of good leaver (for example, those who are dismissed),

the deferred bonus award witl 1apse, unless the Committee decides
otherwise before the cessation of employment

AstraZeneca Performance Share Plan

The PSP was approved by shareholders at the AGM in 2005 and
provides for the grant of performance share awards (PSP Share
Awards) over Shares The operation of the PSP was reviewed in
2010 and a new cash flow performance condition, descrbed n
more detall below, was introduced

Basis of participation
Participation in the PSP 1s highty selective and usually iIncludes only
senior employees on the basis of their performance

Generally, PSP Share Awards can be granted at any tme (@though
In practice they are awarded annually}, but not dunng a close or
prohibited penod of the Company In 2010, the main grant of PSP
Share Awards was made on 26 March, (for SET members on 7
May) with cther Share Awards approved by the Committee in
relation to, for example, new appeiniments, prometions or
assignments being granted on 27 August and 5 November The
value of Shares subject to a PSP Share Award 1s determined by
reference 1o the market price of Shares over the three-day penod
immediately preceding the date of grant

Details of PSP Share Awards granted to Executive Directors are
shown in the Performance Share Plan table on page 133

Indnidual hrrut

In respect of any financial year of the Company, the maximum
market value of Shares that may In theory be put under a PSP
Share Award in respect of an employee 1s 500% of that employee's
base salary

The actual indvidual imits that apply under the PSP, subject to this
maximum, are set by the Commuittee from time to time

Performance conditons

Other than in exceptional circumstances, which are prescnbed in
the PSP rules, the vesting of PSP Share Awards s contingent on
the satisfacton of specified performance targets and continued
employment with the Group In addihon to the satisfaction of these
performance targets, PSP Share Awards will generally not vest until
the third anniversary of the date of grant If a participant ceases to
be in relevant employment, the award will be time pro-rated and
vest at the end of the performance penod

Performance penod and vesting dates

In the case of all PSP Share Awards granted to date, the
performance target relates to the three-year penod commencing
on 1 January of the year of grant Therefore, for PSP Share Awards
made in 2010, the performance penod runs from 1 January 2010
to 31 December 2012 The vesting date 1s the third anniversary of
the date of grant

Performance targets
> 50% of the award 1s based on relative TSR against a selected
peer group of global pharmaceutical companies, of which
~ 25% of the maximum award vests for performance at the
median of the peer group,
— 75% of the maximum award vests for upper quartie
performance, and
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- 100% of the maximum award may vest at the Commitiee’s
discretion If the Company's TSR performance is substantially
better than that of the upper quartle of the comparator group
For PSP Share Awards to vest at this level the Company would
need to have sustained a level of performance significantly in
excess of upper quartle over a penod of years and the
Committee would need to be satisfied that this was warranted

> 50% of the award vests subject to the achueverment of the free
cash flow target, which operates as a cumulative cash flow target
over a three-year performance penod

The peer group for the TSR measure 1s Abbott Laboratones, Inc,
BMS, Bl Lully & Company, GlaxoSmithKline pic, Johnson &
Johnson, Merck, Novartis AG, Pfizer Inc, F Hoffmann-La Roche
Lid and Sanofi-Aventis

TSR measures share price growth, and dividends reswested in
respect of a notional number of shares from the beginning of the
relevant performance penod to the end of i, and ranks the
comparues in the selected comparator group by reference to therr
TSR achieved over that penod The rank which the Company's TSR
achieves aver the performance penod will determine how many
Shares will vest under the relevant PSP Share Award Payouts
against performance in relation to TSR for PSP Share Awards are
expressed as a percentage of the maximum PSP Share Award
currently payable, shown within a range of 0% to 100% This
presentation 15 shown in the table below

The TSR vesting schedule 1s as follows.

TSR ranking of the Comparny Vesting %
Below median 0
Median 25
Between median and upper quartile Pro rata
Upper quartile 75
Significantly above upper quartile Upto 100

To alleviate any short-term volatility, the return index 1s averaged in
the TSR calculations for each company over the three months pnor
to the start and end of the relevant performance penod

in addition to the TSR performance target being met for each PSP
Share Award as set out above, the Committee also has to satisfy
itself that achievement of the TSR performance target I1s a genuine
reflection of the Group’s undertying financial performance and has
the discretion to prevent PSP Share Awards from vesting or only to
allow them to partially vest where this appears to the Committee to
be warranted

The cash flow target will operate as a cumulatrve performance
target over the same three-year performance penod as the TSR
measure The measure for the cash flow target is net cash flow
{before distnbutions) and the level of vesting will be based on a
shding scale between a threshold cash flow target of $16 billon and
an upper target of $23 billon Twenty five percent of the relevant
porbon of the award will vest for achievernent of the threshold
target, nsing on & sliding scale to full vesting for achieverment

of the upper target as shown in tha table below Net cash flow
1s considered to be the most appropriate measure of cash flow
performance because it relates to the residual cash availlable to
finance additicnal investment in specific business needs, debt
repayments and cur distnbution policy

The cash flow measure encompasses a number of importanit
elements of operational and financial performance and helps 1o
align executives' rewards with shareholder value creation The level
of vesting of this element 1s based on a sliding scale against a target
that 1s intended to represent a significant challenge for the business
It ts Intended that the Committee shouid have the discretion to
adust, but on an exceptional basis only, the free cash flow target
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during the performance peniod for matenal factors that might
otherwise distort the performance measure in ether direction

Thus 15 s0 that perforrmance can be assessed aganst targets that
have been set on a consistent basis For example, adjustments
may be required to reflect exchange rate movements, significant
acquistions or divestments, and major legal and taxation
settiements Any major adiustments to the calculation are disclosed
to shareholders There Is no retesting of performance

Adpsted curnuativa cash flow vestng %
Less than $16 bilion 0
$16 billion 25
Between $16 billion and $23 biion Pro rata
$23 billion and above 100

For PSP Share Awards granted up to and including 2007, the
companies included in the peer group for the TSR measure were
Abbott Laboratones, Inc, BMS, Bl Ully & Company, GlaxoSmithKline
plc, Johnson & Johnson, Merck, Novartis AG, Pfizer Inc , F
Hoffrmann-La Roche Lid, Sanofi-Aventis, Schenng-Plough
Corporation and Wyeth Inc As a result of corporate actions in the
phamaceutical sector during 2009, Schenng-Plough Corporation
and Wyeth Inc have been removed frem the peer group As a result,
the Committee has decided the following in relation to outstanding
unvested awards

> PSP Share Awards in 2007 the TSR performance for Schenng-
Plough Corporatton and Wyeth Inc was adjusted from a date a
week before the announcement of the relevant corporate action
to the end of the relevant performance penod so as to track the
TSR of the acquiring companies {Merck in the case of Schernng-
Piough and Pfizer Inc in the case of Wyeth Inc )

> PSP Share Awards from 2008 onwards Schenng-Plough
Corporation and Wyeth Inc were removed from the peer group
thus reducing the size of the peer group to 10 companies
{excluding AstraZeneca) For these awards, AstraZeneca’s TSR
will be compared with the TSR for the 10 comparues remamning
in the peer group in respect of the relevant performance penod

Performance under the PSP in 2010

The TSR graphs on page 131 show, for each PSP Share Award,

how the Company's TSR performance has compared with the TSR |
for the comparies in the comparater group from the first day of the |
relevart performance penod to 31 December 2010 and how the

Company ranks aganst those other peer companies on this basis

Al the end of 2010, the Company 1s on track to meet the cash flow

target We will continue to report on the performance of each PSP

Share Award against the relevant performance target dunng the

relevant vesting penod

AstraZeneca Investment Plan

The AZIP was approved by shareholders at the 2010 AGM and
provides for the grant of share awards (AZIP Share Awards) over
Shares

Basis of participation
Participation in the AZIP 1s highly selective and usually includes only
senior employees on the basis of ther performance

The first grant of AZIP Share Awards was made on 7 May, shortly !
after the approval of the AZIP by shareholders In future years, AZIP |
Share Awards are likely to be made annually at the same time as the

annual awards under other long-term incentive plans The value of

Shares subject to an AZIP Share Award 1s determined by reference

to the market pnce of Shares over the three-day penod immedhately

preceding the date of grant

Details of AZIP Share Awards granted to Executive Directors are
shown in the AstraZeneca Investment Plan table on page 133
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Performance pericd and holding penod

It 1s ntended to operate the AZIP with a four-year performance
period (Performance Penod) and a four-year holding period (Holding
Penod) Under the rules of the AZIF, the Performance Peniod 1s the
pencd of up to eight years (and not less than three years) from

1 January of the financal year in which the AZIP Share Award s
made The Holding Penod starts at the end of the Performance
Pencd and ends eight years from the first day of the financial year

in which the AZIP Share Award was made

Performance requirement for awards under the AZIP

The AZIP 15 aligned to AstraZeneca’s targeted product development
cycle, reflecting the long-term investment honzons that are a feature
of the ndustry The performance requirerment attached to awards
under the AZIP 1s a combination of dwvidend and dwdend cover
tests, assessed over a penod of up to four financial years beginning
at the start of the first financial year of the Company in which the
award 15 granted

At the end of the Performance Penod, the extent to which the
performance hurdle has been met will determine the number of
Shares in respect of which the AZIP Share Award will vest at the
end of the Holding Penod

The Committee's intention in its choice of proposed performance
tests has been 1o establish a performance requirement that
motivates financial business performance that will generate returmns
for shareholders on a sustainable basis over an extended tme
penod The performance hurdle for Share Awards made n 20101s
that the annual drnadend per share paid to holders of Ordinary
Shares i1s Increased from $2 30 over the four year Performance
Penod ($2 30 being the full year dwdend for 2009) and that
drvidend cover (based on reported earnings before restructunng
costs) does not fall below 15 times

Performance under the AZIP in 2010

The full year dvdend was $2 55 for 2010 and dwvidend cover did
not fall below the 1 5 times thresheld We will continue to report on
the performance of each AZIP Share Award aganst the relevant
performance hurdle dunng the retevant performance penod

Cessation of employment dunng the Performance Penod

If a participant ceases 10 be in employment {and also, If relevant, an
Executive Director) with the Group dunng the Performance Pencd,
fus/her AZIP Share Award will generally lapse, unless his cessation
15 because of death, ill-health, injury, disability, redundancy,
retirement with the agreement of his/her empicying company, or
because of a sale or transfer out of the Group (each a Good Leaver
Reason) In these circunstances, the maximum number of Shares
comprised In an AZIP Share Award will, unless the Committee
determines otherwise, be pro-rated to reflect the proportion of the
penod of employment between grant and cessation, relatve to the
four-year Performance Pencd In circumstances where the Good
Leaver Reason is death, ill-health, inury or disabiity (being
compassionate circumstances), the performance hurdle will be
assessed and the AZIP Share Award may vest foliowing cessation
of employment, unless the Commitiee determines otherwise On
cessation of employment for any other Good Leaver Reasan, the
pro-rated AZIP Share Award will remain subject to the performance
hurdle, which will be assessed at the end of the Performance
Penod, unless the Committee determines that special
crcumstances apply, and the AZIP Share Award may then vest on
the later of (i) the end of the Perforrmance Penod, or (i) 24 months
after cessation of employment, unless the Committee determines
otherwise

Cessation of employment dunng the Holding Penod

If a participant ceases to be In employment (and also, if relevant, an
Executive Director) wath the Group dunng the Holding Penod, s/
her AZIP Share Award will generally lapse, unless his/her cessation
15 because of a Good Leaver Reason In circurnstances where the
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Good Leaver Reason 1s death, ill-health, injury or disabiiity (being
compassionate circumstances), the AZIP Share Award will vest In
respect of all the Shares subject to the AZIP Share Award (as
calculated at the end of the Performance Penod) as soon as
possible following cessation of employment On cessation of
employment for any other Good Leaver Reason, the AZIP Share
Award will vest in respect of all the Shares subject to the AZIP Share
Award (as calculated at the end of the Performance Penod) on the
earher of () the end of the penod of 24 months from the date of
cassation of employment, and (i) the end of the Holding Period The
Committee does have discretion to determine otherwse if 1t believes
the circumstances justify this

indniddual it

In respect of any financial year of the Company, the maximum
market value of Shares that may in theory be put under an AZIP
Share Award In respect of an employee 1s 500% of that employee's
base salary The actual ndividual imits that apply under the AZIP,
subject to this maximum, are set by the Commuttee from time to
tme Share Awards made to Executive Directors in 2010 did not
exceed 85% of base salary

Claw-back of Shares

The Cormnmittee can claw back some or all of the Shares that are
the subject of a particiant’s AZIP Share Award at any time dunng
the Performance Penod and the Holdng Penod f, in the opirion

of the Committee {acting farty and reasonably), any of the
underiying performance of the Company, the occurrence of an
event that causes or 15 very likely to cause reputational damage

to the Company, or senous misconduct by the participant, warrants
the claw-back If thig discretion i1s exercised, the AZIP Share Award
will be deemed to have been granted over the reduced number

of Shares

AstraZeneca Share Option Plan

The SOP was approved by shareholders at the AGM in 2000 and
prowvided for the grant of share oplion awards (Option Awards) over
Shares The SOP was approved for a penod of 10 years and
expired In May The Company did not seek re-approval of the SOP
by sharehclders

Details of outstanding Option Awards granted to Executive Drectors
are shown in the Share option ptan table on page 134

The Committee Imposed performancea conditions in respect of

the exercise of such Option Awards by SET members {including
the Executive Directors) which, in the view of the Committee, were
considered appropnately stretching In order for Option Awards

to vest, the EPS of the Group must increase at least in line with the
UK Retall Prices Index plus 5% per annum on average, over a three
year penod, the base figure being the EPS for the financial year
preceding the date of grant, with no retesting In addition, since

the review of executive remuneration in 2004, the Committee has
included a condition that, f an event occurs which causes matenal
reputational damage to the Company, such that it 18 not appropnate
for the Ophon Awards to vest and become exercisable, the
Committee can make a determination to refiect this

Other incentive plans

Global Restncted Stock Plan

The GRSP was introduced in 2010 and prowvides for the grant of
restncted stock awards (Stock Awards) over Shares As the GRSP
IS operated for below SET-level employees only, no SET member
participates in the GRSP Dunng 2010, two restncted stock plans
{the AZ ASU Plan and the Medlmmune RS Plan descnbed below)
applicable to below SET-level employees were discontinued and
replaced by the GRSP (on broadly similar terms to the existing
plans, with no increase In overall award levels) for the purposes of
simplifying the adrmiristration
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In 2010, Stock Awards were made under the GRSP on 26 March,
with other Stock Awards approved by the Committee in refation to,
for example, new appointments, promotions or assignments beng
granted on 27 August Stock Awards granted under the GRSP do
not involve the issue and alfotment of new Ordinary Shares but
rather rely on the market purchase of Shares that have already been
issued There 13 no Increase N the overall quantum of awards
applcable to target employees through the introduction of the GASP

Restncted Stock Urit Plans

The AstraZeneca Pharmaceuticals LP Restricted Stock Unit Award
Plan {AZ RSU Plan} was intreduced in 2007 and provided for the
grant of restncted stock unit awards to selected employees
(predominantty in the US) The Med!immune, Inc 2008 Restricted
Stock Unit Award Plan (Medimmune RSU Plan) was introduced in
2008 to make restncted stock unit awards to employees of
Medimmune The AZ RSU Plan and the Medimmune RSU Plan
were used In conjunction with the SOP to provide a mix of restncted
stock units and share options Restncted stock unit awards typically
vest on the third anruiversary of the date of grant and are contingent
on continued employment with AstraZeneca The AZ RSU Plan and
the Medlmmune RSU Pian were replaced in 2010 by the GRSP

Restncted Share Ptan

The AstraZeneca Restncted Share Plan {RSP) was introduced

In 2008 and prowides for the grant of restncted share awards

(RS Awards) to key employees, excluding Executive Directors

RS Awards are made on an ad hoc basis with vanable vesting dates
and may not operate in respect of newly 1ssued Ordinary Shares
or Ordinary Shares transferred from treasury The RSP was used

a number of times in 2010 to make RS Awards to a imited number
of key senior executives In specific situations considered by the
Committee The Committee has responsibility for agreeing any

RS Awards under the RSP and for setting the policy for the way

in which the RSP should operate

Other plans

In addition to the plans descnbed above, the Company operates a
Share Incentive Plan and a Savings-Related Share Option Plan in
the UK, both of which are HM Revenue & Customs approved plans
Certain Executive Directors and other SET memipers are eligible to
participate in these plans, more detaled descriptions of which can
be found in Note 24 to the Financial Statements from page 173

Dilution under LTI Plans

Only outstanding awards under the SOP are settled using newly
1issued Ordinary Shares None of the cther LTI plans currently
operated by the Company have a diutive effect because they

do not involve the 1ssue and allotment of new Ordinary Shares

but rather rely on the market purchase of Shares that have already
been issued

Service contracts

Detals of the service contracts for each of the Executive Directors,
including therr notice periads, are set out opposite Either the
Company or the Executive Director may terminate the service
contract on 12 months’ notice It 1s the Gormmittee’s intention that,
In the event of early termination of an Executive Director’s
employment, any compensation payable under his/her service
contract should not exceed the salary and benefits that would have
been recenved had the contractual notice penod been worked and
this may be further reduced in line with the Executive Director’s duty
to mitigate losses None of the Executive Directors has any provision
In ther service contracts giving them a nght to iguidated damages
or an automatic entitlement to bonus for the duration of therr notice
penod Compensation for any bonus entitlement will be assessed
imtially as ‘on target’ but subject to adjustment by the Committee

to take account of the particular crcumstances of the termination
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Policy on external appointments and retention of fees
Subject to the specific approval of the Board in each case,
Executive Directors and other SET members may accept external
appointments as non-executive directors of other companies and
retain any related fees paid to them, provided atways that such
externat appointments are not considered by the Board to prevent
or reduce the ability of the executive to perform his or her role within
the Group to the reguired standard Such appointments are seen as
a way in which executives can gain a broader business expernence
and, in turn, benefit the Company

During 2010, with the approval of the Board, Simon Lowth was
appointed as & Non-Executive Director of Standard Chartered PLC
In respect of such position, he retained the fees paid to him for his
services which, dunng the pened of his directorship from 1 May to
31 December, amounted to £66,667

Non-Executive Directors

None of the Non-Executive Directors has a service contract but

all have letters of appointment The effective dates of appointment
for each of the Non-Executive Directors are set out in the table
opposite In accordance with the Company's Articles, foflowing their
appointment, Directors must retire at each AGM and may present
themselves for election or re-election None of the Non-Executive
Directors has any provision in therr letter of appointment gving them
a nght to compensation payable upon earfy termination of thewr
appomtment They are not eligible for performance-related bonuses
or the grant of share awards or options No pension contributions
are made on their behalf

During 2010, the annual fees paid t¢ Non-Executive Directors were
reviewed The basic Board fee, the fee of the Charman and of the
Senior independent Non-Executive Director, and the fee for
membership of the Audit Committee were increased These
increases took into account the need for the Company to continue
to attract skilled and expenenced Non-Executive Directors, having
regard to comparable fees at other UK public listed companies of a
similar size, and to recognise the significant responsibility and tme
commitrment expected of Non-Executwve Directors The increases
ensure that the Company 1s well positioned when seeking to recruit
new Non-Executve Directors as part of routine refreshment of the
Board and succession planning The annual aggregate
remuneraton of the Non-Executive Directors remains well below the
tirit i the Articles approved by shareholders at the 2010 AGM
None of the Non-Executive Directors has participated or will
participate in any decision made in relation to the determmnation of
their own fees

The Charrman's annual fee 1s £500,000, and the annual fees
applicable to other Non-Executive Direciors are set out opposite

In addibon to the mandatory shareholding requirement imposed

on all Directors under the Artictes described in the Directors' section
on page 216, n December 2008 the Board agreed that each
Non-Executive Director should alse be encouraged to build up, over
time, a sharehelding in the Company with a value approximately
equivalent to the basic annual fee for a Non-Executive Director
(£75,000) or, in the case of the Chairman, approximately equivalent
o his annual fee (£500,000)

Audit

The Directors’ emoluments in 2010 disclosed in the Directors’
emoluments i 2010 sechion from page 129 and the detalls of the
Directors’ interests in Ordinary Shares disclosed in the Directors’
interests in shares section from page 132, have been audited by
KPMG Audit Pic
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Detalls of Executive Directors’ service contracts at 31 December 2010

Date of servica Unexpred tesm at Noticg
Exacutive Director! contract 31 Decomber 2010 penod
Dawd Brennan 1 January 2006 12 months 12 months
Simon Lowth 5 Novermnber 2007 12 months 12 months

' Neither of the Executive Drectors has any provmsion i their senace contracts giving them a right 10 kquidated damages or an aulsmanc entizlernant to a bonus for the duration of their nolica pericd

Non-Executive Directors’ terms and conditions

Non Exacutive Qiractor' 2 Etective dats of appointment
Bruce Burlington 1 August 2010
Jean Philippe Courtots 18 Febnuary 2008
Jana Henney 24 September 2001
Michels Hooper 1 July 2003
Rudy Markham 12 September 2008
Nancy Rothwell 27 Apnl 2006
Lous Schweitzer 11 March 2004
John Varley 26 July 2006
Mareus Wallenberg 8 Apnl 1989
' None of the letters of appomniment applicable to Non-Executve Directors confers upon them any right 1o compensation payable on early ter of thesr appol
2 Pursuant to tha Articles, tha continued appomtment of each Non-Exacutive Director 15 subyect to their alection or re~-alection at each AGM
Non-Executive Directors' fees

£
Basic Fea 75,000
Seruor ndlepandent Non-Executive Dvector 30 000
Membership of the Audit Commitiee 20,000
Membership of the Rernuneration Committae 15 000
Charman of the Audit Committea or the Remuneration Committee 20,000
Membership of the Science Cormmittes 40,000
Chawman of tha Science Commitiee’ 7,000

' This tee is in addition to the fee for mambership of the relevant Committee

Directors' emoluments in 2010

The aggregate remuneration, excluding pension contnbutions and the value of shares under option and shares subject to Share Awards,
paid to or accrued for all Directors for servces in all capacities during the year ended 31 December 2010 was £5,880,000 ($9,088,000)
The remuneration of Indmdual Directors s set out below in pounds sterling and US dollars Al salanes, fees, bonuses and other benefits

for Biractors are established i pounds sterling

Directors' remuneration — pounds sterling

Qther
payments
Salary Bonua Bonus Taxable and Totad Total Toal
and fees cash Sharos' benefits allowancas 2010 2009 2008
Narna £000 £000 £000 £000 £000 £000 000 £000
Lows Schweitzer 456 - - - - 456 325 303
Dawid Brennan 973? 1,055 528 24 464 3,044 3186 2,508
Simon Lowth 620 612 306 8 864 1,642 1426 1,304
Bruce Burlington® 33 - - - 33 - =
Jean Philppe Courtoss 80 - - - - 80 75 58
Jana Henney 90 - - - - 90 a5 76
Michele Hooper 120 - - - - 120 100 80
Rudy Markham 90 - - - - 20 75 23
Naney Rothwell 96 - - - - 96 92 80
John Varlay 99 - - - - 99 95 83
Marcus Wallenberg 71 - - - - 71 60 53
Former Directors
Bo Angelin® 23 - - - - 23 70 63
John Buchanan® 36 - - - - 36 1t0 96
Others - - - - - ~ 479 1,181
Total 2,787 1,667 834 32 560 5,880 6178 5,918
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Drirectors' remuneration — US dollars

Other
payments
Salary Bonus Bonus Taxable and Tetal Total Total
and foos cash Shares’ benefits  allowances 2010 2009 2008
Name $000 $000 $000 $o00 $000 $000 $000 $000
Louis Schweitzer 705 - - - - 705 504 567
Dawid Brennan 1,504 1,631 816 37 77 4,705 4937 4,682
Simon Lowth 958 946 473 12 148* 2,537 2,209 2442
Bruce Burlngton® 51 - - - - 51 - -
Jean-Philippa Courtois 124 - - - - 124 116 109
Jane Henney 139 - - - - 139 132 142
Michele Hooper 185 - - - - 185 155 169
Rudy Markham 139 - - - - 139 116 43
Nancy Rothwell 148 - - - - 148 143 150
John Varley 153 - - - - 153 147 155
Marcus Wallenberg 110 - - - - 110 93 29
Former Directors
Bo Angelin® 36 - - - - 36 108 118
John Buchanan® 56 - - - - 56 170 180
Others - - - - - - 743 2211
Total 4,308 2,577 1,289 49 865 9,088 9,573 11077

* Thesa figures represent that portion of the 2010 bonuses required to be deferred nto Shares to be held for a three-year penod as explained in the Bonus share deferral requirements section
on page 125

2 This figure includes a sum of $356 0O/E230 000 in respect of member contnbutions 1o the AstraZensca Executve Deferred Compensation Plan and 401(k) plan which wera paid into the plan
by means of a salary sacnfice (see the Defined contribution arangemants section on page 131 for further details)

* Relates to relocation allowances a car aliowance and cash payments n respect of dvdends accrued on vesting of LTI share plan awards

* Relates 1o remaining cash following selecton of bengfits within AstraZeneca s UK flexlble benefits programme and a cash payment in respect of dvidends accrued on vesting of an LTI share
plan award

® Part-year only as appented as a Director with effect from 1 August 2010

* Parl-year only as ceased {0 be a Diractor on 29 Apni 2010

In the tables on this page and on the previous page, salanes have been converted between pounds sterling and US doltars at the average
exchange rate for the year in guestion These rates were

GBPUSD
2010 0647
2008 0645
2008 0534

Details of share ophions exercised by Directors and the aggregate of gains realised on the exercise of options, and of awards under the
LT plans, in the year are given in the Director's interests in shares section from page 132

No Director has a family relatonship with any other Director

Pensions

Defined benefit arrangements

Pension 1s payable to David Brennan in US dollars For ease of understanding, the table below has been presented in both pounds sterling
and US dollars using the exchange rates for 2010 set out above

Dawvid Brennan

£000 $000
Defined henefit arrangements
1 Accrued pension at 1 January 2010 918 1,419
2 Incrsase in accrued pension durng year as a result of nflation - -
3 Adustment to accrued pension as a result of salary increasa relatve to inflation 69 107
4 Increase n accrued pension as a result of addiional service 19 29
5 Acerued pension at 31 December 2010 1,006 1,555
6 Employee contnbutions dunng 2030 - -
7 Transfer value of accrued pension at 31 December 2009 12,890 19,922
8 Transfer value of accrued pension at 31 December 2010" 14,711 22,738
9 Change in transfer value dunng the period less employee contributions 1,822 2,816
10 Age at 31 December 2010 57 % 57%:
11 Pensionable service (years) at 31 Decernber 2010 35 35

* For Dawd Brannan transfar values ars calculated to be consistant with the value of the lump sum distnoubon equsvalent 1o his deferred accrued pension annuity The valua shown at
31 Dacember 2010 has been adjusted ta reflect & changa in the lump sum factor at 31 December 2009
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Defined contnbution arrangements

In addition to the defined benefit arrangements set out in the Defined benefit arrangements sechon above, David Brennan participates in

a 401(k) plan He also participates in AstraZeneca’s Executive Deferred Compensation Plan {EDCP) which 1s operated as a supplemental
non-qualified plan in respect of US employees should annual contributions exceed the imit applicable to contnbutions under the qualified
401(k) plan Dunng 2010, total employer matching contnbutions of $91,000 (£59,000) (2009 $98,000 (£64,000) were made to his 401(k)
plan and EDCP Member contnbutions of $356,000 (£230,000) were paid through salary sacrfice into the plans As described in the Pension
arrangements section on page 124, Simon Lowth chose 1o receive a cash allowance in lieu of pension, which dunng 2010 amounted to
£149,000 ($230,000) (2009 £132,000 ($205,000)

Transactiocns with Directors
There were ne matenal recorded transactions between the Company and the Directors dunng 2010 or 2009

Total shareholder return

The Regulations require the inclusion of a graph showing TSR over a five-year penod in respect of a holding of the Company’s shares, plotted
against TSR in respect of a hypotheticat holding of shares of a similar kind and nurnber by reference to which a broad equity market index

15 calculated The Company 1s a member of the FTSE 100 Index and consequently, for the purposes of this graph, which 1s set out below,

we have selected the FTSE 100 Index as the appropnate index This graph 1s re-based to 100 at the start of the rolling five-year penod We
have also included a ‘Pharma Peers Average' {excluding Schenng-Plough Corporation and Wyeth Inc), which reflects the TSR of the same
comparator group used for the graphs below

The PSP requires that the TSR in respect of a holding of the Comparny’s shares over the relevant performance penod be compared with the
TSR of a peer group of pharmaceutical comparies (as descnbed in the Performance targets section from page 125) The graphs below show
how the Company’s TSR performance has compared with the TSR for the relevant companies in the comparator group from the first day in
the relevant three-year performance penod in respect of each Share Award to 31 December 2010 and how the Company ranks against those
other companies on thig basis

To dleviate any short-tenm volatiity, the return index 1s averaged in the TSR calculations for each comparny over the three months prior to the start
of the relevant performance penod (as stipulated in the PSP} and, for the purposes of the graphs below, over the last three months of 2010

TSR over a five-year penod TSR - AstraZeneca compared with peer group
50 1 January 2008 to 31 December 2010 {%)
B AstraZeneca 80
. . Pharmaceutical peers (average) 50
. FTSE 100 40
30
120 0
..... 10
100 0
-10
80 -20
January January January January January January =30
2008 2007 2008 2009 2010 2011 AZ GSK BMS J&J NOV AL SA PFl LY RCH MRK

TSR - AstraZeneca compared with peer group
1 January 2010 to 31 December 2010 (%)

TSR - AstraZeneca compared with peer group
1 January 2009 to 31 Decemnber 2010 (%)

50 20
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Directors’ interests in shares
Beneficial interests

The table below shows any change in the interests of the Directors (including the mterests of ther Connected Persons, as such term s
defined in the Financial Services and Markets Act 2000) In Ordinary Shares from 1 January 2010 to 31 December 2010 or on the date of
resignation of such Directer (if earlier} All such iInterests were beneficial except as otherwise stated However, interests In Ordinary Shares
or ADSs that are the subject of PSP Share Awards, AZIP Share Awards and/or the Deferred Bonus Plan discussed in this Report, are not
included in the table below but are shown In the Performance Share Plan, AstraZeneca Investment Plan and Deferred Bonus Plan tables on
page 133 None of the Directors has a beneficial interest in the shares of any of the Company's subsidianes Between 31 December 2010

and 27 January 2011, there was no change in the interests in Ordinary Shares shown In the table below

Beneficial interest n Ordinary Beneficial nterest n Ordinary

Shares at 1 January 2010 or Changeto benefical  Shares at 31 Decamber 2010

Name {if later) appointment date nterest or {If earlier) resignation date
Louts Schweitzer 5 356 11,259 16,615
Dawd Brennan 128,375 58,607 186,982
Simon Lowth 850 8 496 9346
Bo Angelin’ 787 - 787
John Buchanan' 2,500 - 2500
Bruce Burlington® 553 - 553
Jean-Phiippe Courtois 2635 - 2,635
Jane Hennay 787 527 1314
Michele Hooper 1700 700 2,400
Rudy Markham 1,420 520 1840
Nancy Rottwell 787 527 1,314
John Varley 500 794 1294
Marcus Wallenberg?® 67264 3618 63 645

' Part year only as ceased to be a Dwector on 29 Apeil 2010
T Part year only as appontad as a Duector on 1 August 2030
* Ceased to have an interest in 3 618 shares held by a tamily member who ceased to ba a Connecled Person during 2010

Unitised stock plans

Dawd Brennan, n comrmon with other participating executives in the US, has interests in the following plans which were awarded to

him pnor to hm becorming CEQ the AstraZeneca Executve Deferral Plan, the AstraZeneca Executive Deferred Compensation Plan and the
AstraZeneca Savings and Secunty Plan These are unitised stock plans into which the value of certain previous share imcentive awards has
been deferred (and are not ncentive awards in therr own nght) Participants hold units in each plan, which represent a long-term equity
interest In the Company A unit compnses part cash and part ADSs The overall unit value can be determined daily by taking the market value
of the underiying ADSs and adding the cash position The ADSs held within these unrts carry both voting and dvdend nghis Dawvid Brennan
15 deemed to have a notional beneficial Interest in these ADSs, calculated by reference 1o the fund value and the closing pnce of ADSs
Therefore, the number of ADSs in which a notional beneficial interest anses can vary daly as a consequence of stock pnce movements

ADSs hotd a1 Net ADSg ADSs held
Unitised stock plan 1 January 2010 dunng 2010 at 31 Decamber 2010
AstraZeneca Executve Deferral Plan 35 906 1835 37741
AstraZenaca Savings and Secunty Plan 8,103 420 8,523

No Director or senior executive beneficially owns, or has options over, 1% or more of the issued share capital of the Company, nor do they

have different voting nghts from other shareholders

132 D s’ Remr ion Report

AstraZaneca Anrwal Report and Form 20-F Information 2010




Performance Share Plan

The interests of Cirectors at 31 December 2010 in Shares that are the subject of Share Awards under the PSP are not included in the table on

the previous pags but are shown below

Nurnber of Award price m
shares (ponce)  aatepence)  Grantdate'  Vesting date’ Performance penod’

David Brennan
2007 Share Award 107,051 2744 3003 07 300310 010107 -311209
2008 Share Award 161,546 1882 280308 280311 010108-311210
2009 Shara Award 133 347 2280 270309 270312 0MO109-3112 14
Total at 1 January 2010 401,944
Partial vesting of 2007 Share Award? {83,499 2980
Partial lapse of 2007 Share Award {23,552)
2010 Share Award 127,520 2861 070510 070513 010110-311212
Total at 31 December 2010 422,413
Stmon Lowth
2007 Share Award 15 554 2210 16107 161130 010107 -311209
2008 Share Award 58 448 1882 260308 2803 11 O1(H08=-311210
2009 Share Award 54,276 2280 270309 270312 010108 ~311211
Total at 1 January 2010 128,278
Partial vesting of 2007 Share Award? {12,132)*8 3016
Partial lapse of 2007 Share Award (3,422)
2010 Share Award 52,009 2861 070510 070513 010110-311212
Total at 31 December 2010 164,733

* UK date convention apphes

* Share Awards granted in 2007 vestad i 2010 at 78% based on the outcoma af tha pertormance Concitions and targets fwhich are set aut in the AstraZeneca Perfarmancs Sharae Plan secton from page 125).
* Faollowing cartan mandatory tax deductions David Brennan became beneficially interested in a net number of 49 2684 Ordinary Shares
* Following certaun mandatory tax daductions. Simon Lowth became beneficially Interested in a nat numbar o1 5 944 QOroinary Shares,

* Cash payments equivalen! to divdends acerung over the vestng perlod are made at the date of vesting and are nciuded In Other payments and allowances In the Dxractors ramuneration tables

from page 129

AstraZeneca Investment Plan

The interests of Dwectors at 31 December 2010 1n Shares that are the subject of Share Awards under the AZIP are not included in the table

on the previous page but are shown below

Number of Award price

shares (pence) Grant date'  Vesting date’ Performance penod’
Dawid Brennan
2010 Share Award 21,253 2861 070510 Q10118 010110-311213
Total at 31 December 2010 21,253
Simon Lowth
2010 Share Award 8,668 2861 070510 Q10118 010110-311213
Total at 31 December 2010 8,668

* UK date comventon appies

Deferred Bonus Plan

As descnbed in the Bonus share deferral requirements section on page 125, there 1s a requirement for Executive Directors and SET members
to defer a certain proportion of any short-term honus payments into Qrdinary Shares or ADSs The proportion of bonus currently deferred into
Ordinary Shares or ADSs is one-third of the pre-tax bonus for Executive Birectors and one-sixth for all other SET members The interests of
Directors at 31 December 2010 n Ordinary Shares or ADSs that are the subject of awards under these arrangements are not included in the

table on the previous page but are shown below

Pricaon
Number of Award price vesting
shares {pence}  date (pence) Grant date  Vesting date’
Dawd Brennan
2007 Award 12014 2911 230207 230210
2008 Award 16,810 1999 250208 250211
2009 Award 17,992 2400 250209 250212
Total at 1 January 2010 46,816
Vesting of 2007 Award {12,0%4)* 2810
2010 Award 20,718 28175 250210 250213
Total at 31 December 2010 55,520
Simon Lowth
2008 Award 1,340 1999 250208 250211
2009 Award 9775 2400 250209 250212
Total at 1 January 2010 11,115
2010 Award 9,760 28175 250210 250213
Total at 31 December 2010 20,875

' UK date convension applias

? Following certan mandatovy tax deductions David Brennan became benafically nterestad in & net number of 7 088 Ordinary Shares
* Cagh payments equivalent to dividends aceruing over the vesting period sra made at the datg of vasting and are included in Other payments and allowancss in the Diractars remuneration tablaes

from page 129

AstraZeneca Annual Report and Form 20-F Information 2010
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Directors’ Remuneration Report

Share option plans

The interests of Directors who served dunng 2010, n optiens to subscnbe for Ordinary Shares, granted under the SOP and, where
indicated, the Zeneca Plan, are included in the following table None of the Directors in the table below hold options under the AstraZeneca
Savings-Related Share Option Plan There were no grants of options made under any of the plans in 2010

Number of Exercisa
Ordinary price per Market pnce
Shargs under inary on ¢tate First day Last day
opticn’ Share? of exentzso exercisabied* axorcisable®

David Brennan At 1 January 2010 - options over Ordinary Shares 592,975 2375p 24 0309 260319
- market price above option pnce (Ordiary Shares) 505 244 2271p 190509 260319
= market pnce at or below option prce (Crdinary Shares) 87,731 2875p 240309 230316
At 31 D hor 2010 - opt over Ordinary Shares 592,975 2375p 24 0305 26 03.19
- market pnce above option pnce (Crdinary Shares) 505,244 2271p 190509 280319
= markat price at or below option prica (Ordinary Shares) 87,731 2875p 24 0309 230316
At 1 January 201¢ - options over ADSs 355,246 $45 22 16 03 03 230315
- market price above option price (ADSs) 210 255 34291 260307 230315
- market pnce at or below option pnca (ADSs) 144,991 $48 58 290304 270312
Exercised 2 March 2010 {32,727 $44 00 $44 35 160303 260319
At 31 December 2010 - options over ADSs 322,519 $45 35 29 03 04 230315
- market price above option price (ADSs) 110,987 $4035 240308 230315
- market price at or below option pnee (ADSs) 211,532 $4797 290304 250314
Simon Lowth At 1 January 2010 153,934 2090p 161110 260319
- market price above option price 153,934 2090p 161110 260319
— market pnce at or below option pnce - nfa n/a n/a
Exercised 17 November 2010 (18 665) 2210p 3048p 161110 151117
At 31 December 2010 135,269 2074p 280311 260319
- markat price abova option price 135,269 2074p 280311 260319
- rarket pnce at or below option price - n/a na na

' Vesting s subject 10 sahistying the retevant performance conditions set out in gach of the relevant shara option plans Further nformation on the perfonmance canditions applicable 1o the SOP
Is set out in the AstraZeneca Share Option Plan section on page 127 As a Save As You Earn scheme. tha AstraZeneca Savings-Related Share Opton Plan I not subject to any performance

condibons Awards granted under the Zeneca Plan are no longer subject 10 any parformancs condiensg.

* Exercise prces are weighted averages

* First and last exercise dates of groups of options  within which penod thera may be shorter exercise perieds

* UK gate cormention applies
3 Option grantad under tha Zeneca Plan

Gains by Directors on exercise of share options

The aggregate gans made by Directors on the exercise of share options dunng the year and the two previous years are set out below

Gains mada by Directors Gans mada by the
on the exencise of share options. highest paid Dwector
Year $ 3
2010 260,182 40 11,454 45
2009 - -
2008 1,764 96 -
During 2010, the market pnice of Ordinary Shares or ADSs was as foflows
Odinary Share/ADS market price  Ranga of the Ordinary Shara/
Stock Exchange at 31 Docember 2010 ADS market price during 2010
London 2922p 2732p to 3385p
Stockholm 3093 SEK 3093 SEK to 382 2 SEK
New York $4619 $40 91 to $53 50
On behalf of the Board
ACNKemp
Company Secretary
27 January 2011

Wi
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Financial Statements

Preparation of the Financial Statements and Directors’ Responsibilities

The Directors are responsible for prepanng the Annual Report and
Form 20-F Information and the Group and Parent Company Financial
Statements in accordance with applicable law and regulations

Company law requires the Directors to prepare Group and Parent
Company Financial Statements for each financial year Under that
law they are required to prepare the Group Financial Statemenis in
accordance with IFRSs as adopted by the ELU and apphcable law and
have elected 1o prepare the Parent Cornpany Financial Statements
n accordance with UK Accounting Standards and applicabte law
{UK Generally Accepted Accounting Practice)

Under company law the Directors must not approve the financial
statements unless they are satisfied that they give a true and farr
view of the state of affars of the Group and Parent Company and
of therr profit or loss for that penod In preparing each of the Group
and Parent Company Financial Statements, the Directers are
required o

> Select surtable accounting policies and then apply
them consistently

> Make Judgements and estimates that are reasonable
and prudent

> For the Group Financial Statements, state whether they have
been prepared In accordance with IFRSs as adopted by the EU

> For the Parent Company Financial Statements, state whether
apphcable UK Agccounting Standards have been followed,
subject to any material departures disclosed and explained in
the Parent Company Financial Statements

> Prepare the financial statements on the going concern basis
unless 1115 Inapproprate 1o presume that the Group and the
Parent Company will continue in business

The Directors are responsible for keeping adequate accounting
records that are suffictent fo show and explain the Parent Company’s
transactions and disclose with reascnable accuracy at any tme the
financial position of the Parent Company and enable them to ensure
that its financial statemenis comply with the Companies Act 2006
They have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the Group

and to prevent and detect fraud and other iregulariies

Under applicable taw and regulatons, the Directors are also
responsible for prepanng a Directors’ Report, Directors’ Remuneration
Report and Corporate Governance Statement that complies with
that law and those regulations

The Directors are responsible for the mantenance and integnty of
the corporate and financial iInformation included on the Company's
website Legislabon n the UK governing the preparation and
dissemination of financial statements may differ from legisiation in
other junsdictions

Directors’ responsibility statement pursuant to DTR 4
The Directors confirm that to the best of our knowledge

> The Financial Staternents, prepared in accordance with the
applicable set of accounting standards, give a true and farr view
of the assets, habilities, financial position and profit or loss of the
Company and the undertakings included in the consoldation
taken as a whole

> The Directors’ Report includes a far review of the development
and performance of the business and the position of the Issuer
and the undertakings included in the consolidation taken as
a whole, together with a descnption of the principal nsks and
uncertainties that they face

On behalf of the Board of Directors on 27 January 2011

David R Brennan
Director

Directors’ Responsibilities for, and Report on,
Internal Control over Financial Reporting

The Directors are responsible for establishing and mantaming
adequate internal control over financial reporting AstraZeneca's
internal control over financial reporting 1s designed to provide
reasonable assurance over the reliability of financial reporting and
the preparation of consolidated financial staternents in accordance
with generally accepted accounting pnnciples

Due to its inherent Imitations, internal controt over financial reporting
may not prevent or detect misstatements Projections of any
evaluation of effectiveness to future peneds are subject to the nsks
that controts may become Inadequate because of changes in
condihions or that the degree of compliance with the policies or
procedures may deteriorate

144 Financial Statements

The Directors assessed the effectiveness of AstraZeneca's internal
control over financial reporting as at 31 December 2010 based on the
cntena set forth by the Commitiee of Sponsonng Organizations of
the Treadway Commussion in Internal Control-Integrated Framework
Based on this assessment, the Directors believe that, as at

31 December 2010, the internal control over financial reporting

15 effectrve based on those cntena

KPMG Audtt Plc, an independent registered public accounting firm,
has audited the effectiveness of irternal control over financial
reporting as at 31 December 2010 and, as explained on page [145],
has 1ssued an unqualified report thereon

AstraZeneca Annual Report and Form 20-F Information 2010




Auditor’s Reports on the Financial Statements and on Internal Control over
Financial Reporting (Sarbanes-Oxley Act Section 404)

The report set out bslow 15 praovided In compliance with International
Standards on Auditing (UK and Ireland) KPMG Audit Pic has also
1ssued reports in accordance with auditing standards of the Public
Company Accounting Oversight Board in the US, which will be
included in the Annual Report on Form 20-F 10 be filed with the
US Secunties and Exchange Commission Those reports are
ungualfied and include opinions on the Group Financial Statements
and on the effectiveness of internal contro! over financial reporting

as at 31 December 2010 (Sarbanes-Oxley Act Section 404}
The Directors’ statement on internal control over financial reporting
15 set out on page [144]

KPMG Audit Plc has also reported separately on the Company
Financial Statements of AstraZeneca PLC and on the information
in the Directors’ Remuneration Report that 1s described as having
been audited This audit report 1s set cut on page [208)

Independent Auditor’s Report to the Members of AstraZeneca PLC

We have audited the Group Financiat Statements of AstraZeneca PLC
for the year ended 31 December 2010 set out on pages [146] to [205)
The financial reporting frameweork that has been apphed in their
preparation s apphcable law and Internatonal Financial Reporting
Standards (IFRSs) as adopted by the EU

Thrs report 1s made solely to the Company’s mernbers, as a body, in
accordance with Chapter 3 of Part 16 of the Companies Act 2006
and, in respect of the separate opirwon in relation to IFRSs as i1ssued
by the International Accounting Standards Board {IASB), on terms
agreed with the Company Cur audit work has been undertaken

so that we mrght state to the Company's members those matters
we are required 1o state to them in an audifor’s report and, in respect
of the separate opinion in retation to IFRSs as 1ssued by the IASE,
those matters that we have agreed to state to them in our repert,
and for no other purpose To the fullest extent permitted by law,

we do not accept or assume responsibility to anyone other than
the Company and the Company's members, as a body, for our
audit work, for this report, or for the cpinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement
set out on page [144), the Directors areresponsible for the preparation
of the Group Financial Staterments and for being satisfied that they
give a true and farr view Our responsibility 1s to audit, and express
an opimon on, the Group Finanaial Statements in accordance with
applicable law and Internaticnal Standards on Auditing {UK and
Ireland) Those standards require us to comply with the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements
A descrption of the scope of an audit of financtal statements 1s
provided on the APB's website, fre org uk/apb/scope/private cfm

Opinion on financial statements
In our opinton, the Group Financial Statements

> Give a true and far view of the state of the Group’s affars as at
31 December 2010 and of its profit for the year then ended

> Have been properly prepared in accordance with IFRSs as
adopted by the EU

> Have been prepared in accordance with the requirements of the
Companies Act 2006 and Article 4 of the IAS Regulation

AstraZeneca Annual Report and Form 20-F Information 2010

Separate opinion m relation to IFRSs as issued by the IASB
As explained in the Group Accounting Policies section to the Group
Financiat Statements setouton pages[150]te[154], the Group, naddition
to complying with its legal obligation to apply IFRSs as adopted by
the European Union, has also applied IFRSs as issued by the IASB

In our opinion, the Group Financial Statements comply with IFRSs
as issued by the IASB

Opinion on other matter prescribed by

the Companies Act 2006

In our opinion the information given in the Directors’ Report for the
financial year for which the Group Financial Statements are prepared
15 consistent with the Group Financial Statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you If,
IN our OpINIaN

> Certain disclosures of Directors' Remuneration specified by
law are not made

> We have not received all the iInformation and explanations
we reguire for our audit

Under the Listing Rules we are required to review

> The Directors’ Statement, set out on page [150], i relation
to going concern

> The part of the corporate governance statement relating
to the Company's complhance with the nine provisions of
the June 2008 Combined Code specified for our review

> Certain elements of the report to shareholders by the Board
on directors’ remineration

Other matters

We have reported separately on the Parent Company Financral
Staterments of AstraZeneca PLC for the year ended 31 December
2010 and on the information in the Directors’ Remuneration Report

that 1s descnbed as having been audited

it Ple, Statutory Auditor

Jimmy Daboo
Servor Statutory Auditor

For and on behalf of KPMG
Chartered Accountants
15 Canada Square, London, E14 5GL

27 January 2011
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Financial Statements

Consolidated Statement of Comprehensive Income

for the year ended 31 December

2010 2009 2008

Notes $m $m $m
Revenue 1 33,269 32,804 31,601
Cost of sales (6,389) (5775) 6 598)
Gross profit 26,880 27029 25003
Distnbution costs {335) (258) 281
Research and davelopment 2 {5,318) (4,409) {5,179)
Seling, general and administrative costs 2 {10,445) {11332 (10,913)
Other operating ncome and expense 2 712 553 524
Operating profit 2 11,494 11,543 8144
Finance ncoma 3 5168 462 854
Finance expense 3 {1,033} {1,198) {1317)
Profit before tax 10,977 10 807 8 681
Taxation 4 {2,896) {3 263} (2,551}
Profit for the penod 8,081 7,544 6,130
Other comprehensive income
Forexgn exchange ansing on consalidation 26 388 {1,336)
Foresgn exchange differances on borrowings forming net investment hedges 101 68) 291
Amortisation of [oss on cash flow hedge 1 1 1
Net avaitable for sale gains taken o equity 4 2 2
Actuanal loss for the penod 18 {48) (569) (1,232}
income 1ax relaung 1o components of olther COMpPTENensvVe INCome 4 {81) 92 368
Other comprehensive iIncome for the penod, net of tax 25 {54} (1,306)
Total comprehensive income for the penod 8,108 7,490 4,224
Profit attributable to
Ownars of the Parent 8,053 7,521 6,101
Non-cantroling interasts 28 23 29
Total comprehensive income attnibutable to
Owners of the Parent 8,058 7,467 4,176
Non-controlling interests 48 23 48
Basic earnings per 30 25 Ordinary Share 5 $5 60 $519 $4 20
Dhiuted earnings per $0 25 Ordinary Share 5 $5 57 $519 $4 20
Weighted average number of Ordinary Shares in issue {millions) 5 1,438 1,448 1453
Diluted weighted average number of Ordlinary Shares in issue {millions) 5 1,446 1,450 1,453
Dmdends deciared and paid in the percd 21 3,494 3,026 2,767

All actiaties were In respect of contnuing eperations

$m means milions of US dollars

146 Financial Statements
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Consolidated Statement of Financial Position
at 31 December o
<
1]
2010 2009 2008 P
Notes $m $m $m 6'
Assets ]
Non-current assets
Property plant and equipment 7 6,957 7,307 7043
Goodwil a 9,871 9,889 9,874
Intangible assets 8 12,158 12,226 12,323
Denvative inancial nstruments 15 324 262 449
Other nvestments 10 211 184 156
Deferrad tax assets 4 1,475 1,292 1,236
30,996 31160 31,081
Current assets
Inventornies 11 1,682 1,750 1636 ®
Trade and other recervablas 12 7,847 7709 7261 &
QOther investments 10 1,482 1484 105 g
Dervatrve financial mstruments. 15 9 24 - g
Income tax recevable 3,043 2,875 2,581 -
Cash and cash equivalents 13 11,068 9,918 4,286 2
25,131 23,760 15,869 o
Total assets 56,127 54 920 46,950 z
Liabifities
Current habibities
Interest beanng loans and borrowings 14 {125) t1 926) {590)
Trade and other payables 16 {8,661) (8 687) (7.178)
Denvative financial Instruments 15 8) {90) 95)
Provisions 17 1,095} {1209) BO0)
Income tax payable {8,898) {5 728) {4 548) 9
(16,787) {17 640} (13 415) a
Non-current habilities 9‘
interest-beanng loans and borrowings 14 {9,097} (8,137) {10,855) 2
Dervative financral instruments 15 - - 71 @
Deferred tax habiities 4 (3,145) (3,247) (3,126} g’
Ratirement banefit obhgations 18 {2,472) {3,354) (2,732) g
Provisions 17 {843) (877} 54y 3
Other payables 16 {373) (244) {149) n=)
{15,930) {16 459) (17,475) o
Total habilities (32,717) (34 099) {30 890) o
Net assets 23,410 20 821 16,060
Equity
Capital and reserves attributable to equity holders of the Company
Share capital 20 352 383 362
Share premium account 2,672 2180 2046 -
Capital redemption reserve 107 94 94 5
Margar reserve 433 433 433 g
Other reserves i) 1,377 1,392 1,405 o,
Retained eamings 19 18,272 16,198 11,572 o
23,213 20,660 15,912 4
Non-controlling interests 197 161 148 =3
Total equity 23,410 20,821 16,060 g
2
The Financial Statements on pages [146] to [205] were approved by the Board on 27 January 2011 and ware signed on its behalf by 5‘

David R Brennan Simon Lowth
Director Director ><
Company's registered number 2723534
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Financial Statements

Consolidated Statement of Changes in Equity
for the year ended 31 December

Share Capltal Non
Sharg premium  redamption Marger Qther Retainad controlling Total
capital BcCount resare reserve reserves eanngs Total interests aquity
$m $m $m $m $m $m $m $m $m

At 1 January 2008 364 1,888 9 433 1,378 10624 14,778 137 14915
Profit for the penod - - - - - 6,101 65,101 29 6,130
Other comprehansive Income - - - - - {1,925) (1925) 19 {1,906)
Transfer to other raservas’ - - - - 7 {27) - - -
Transactions with owners
Dradsnds - - - - - (2 767} (2,767} - 2.767)
Issua of Ordinary Shares 1 158 - - - - 168 = 159
Re-purchase of Ordinary Shares 3} - 3 - - (610) 610) - {610)
Share-based payments - - - - - 176 176 - 176
Transter from non-controling inferests to payablas - - - - - - - {11} m)
Dnadend paid by subsidiary to non-controfing interests - - - - - - -~ 26) (26)
Net movement &) 158 3 - 27 948 1,134 1 1145
At 31 December 2008 362 2046 94 433 1,405 11572 15,912 148 16,060
Profit for the penod - - - - - 7521 7521 23 7.544
Cthar comprehensive Income - - - - - {54) 54) - (54)
Transter to other reserves’ - - - - (13) 13 - - -
Transactions with owners
Dnidends - - - - - (3.026) (3,026} - {3 026)
Issug of Ordinary Shares 1 134 - - - - 135 - 135
Share based payments - - - - - 172 172 - 172
Transfer from non-controling INterests to payables - - - - - - - {9) {9)
Dwdend paid by subsidiary to non-controling interests - - - - - - - {1) {1)
MNet movement 1 134 - - {13} 4 626 4,748 13 4761
At 31 December 2009 383 2,180 94 433 1,392 16,198 20,660 161 20,821
Profit for the penod - - - - - 8,053 8,053 28 &,081
Other comprehénsive ncome - - - - - 5 5 20 25
Transfer to other reserves’ - - - - (15) 15 - - -
Transactions with owners
Dnadends - - - - - {3,494) {3,494} - (3,494)
Issue of Ordinary Shares 2 492 - - - - 494 - 494
Re-purchasg of Ordinary Shares (13) - 13 - - {2,604) (2,604) - (2,604)
Share-based payments - - - - - o9 29 - 99
Transfer from non-controfling nterests to payables - - - - - - - (11} {11)
Dradend paid by subsidiary 10 non-controlling interests - - - - - - - {1} {1)
MNet movernent (11) 492 13 - {15) 2,074 2,553 36 2,589
At 31 December 2010 352 2,672 107 433 1,377 18,272 23,213 197 23,410
1 Amounts eharged or cradited 10 other rasarves relate 1o exchangs adjustments ansing on goodwill
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Consolidated Statement of Cash Flows
for the year ended 31 December o
<
1]
2010 2009 2008 d
Notes $m $m $m o
Cash flows from operating actvities &
Proiit betfore tax 10,977 10,807 8,681
Finance ncome and expense 3 517 736 483
Depreciation, amortisation and mparment 2,741 2,087 2620
Decreasefincrease) in trade and other recevables 10 (256) (1032
Decreass In inmventones 88 6 185
(Decrease)/increase i trade and other payables and provisions {16) 1579 637
Other non-cash movements {463) (200) 87
Cash generated from ¢perations 13,854 14,759 11641
Interest pad 841) [639) {690}
Tax pad (2,533) {2381 12 209) g—'
Net cash inflow from operating activities 10,680 11,739 8,742 o
Cash flows from investing activities ?D
Acguisitions of businass operations 22 {348) - - g
Maovernent in short term investments and fixed deposis (239) (1371) 1 o
Purchase of property plant and equipment (791) (962 {1095) 2
Disposal of property plant and eguipment 83 138 a8 o
Purchase of Intangible assets {1,380) {524) {2 944) £
Disposal of ntangibla assets 210 269 -
Purchase of non-current asset iInvestments (34) 31 40)
Disposal of non-current asset investments 5 3 32
Interest receved 174 13 149
Payments made by subsidianes to non-controling nterasts {10) {11) {370
Net cash outflow from investing activities (2,340) (2,476} (3 895)
Net cash nflow before financing acuvities 8,340 9263 4,846 9
Cash flows from financing activities ..3
Proceeds from ssue of share capital 484 135 159 Q
Repurchase of shares (2,604) - 610) i
Issue of loans - - 787 [
Repayment of loans {1,741} (650) - g)
Drdends paid (3,361} (2.977) (2,739) g
Movement in short-term borrowings {8} (137) {3 959) 3
Net cash outflow from financing activities {7,220} {3 629) {6,362) »
Net increase/{decrease) in cash and cash equivalents in the period 1,120 5,634 {1.516) 3
Cash and cash equivalents at the beginning of the period 9,828 4123 5727 °
Exchange rate effects 33 71 88)
Cash and cash equivalents at the end of the penod 13 10,981 0828 4123
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Financial Statements

Group Accounting Policies

Basis of accounting and preparation of financial information
The Consolidated Financial Statements have been prepared under
the histoncal cost convention, modified to include revaluation to

farr value of certain financial iInstruments as described below,

In accordance with the Companies Act 2006 and Intemational
Financial Reporting Standards (FRSs} as adopted by the EU
{adopted IFRS} in response to the IAS regutation (EC 1606/2002)
The Consolidated Financizl Statements also comply fully with
IFRSs as 1ssued by the International Accounting Standards Board

Dunng the year the Company adopted the revised IFRS 3 'Business
Combinations' (issued in January 2008) The revised IFRS 3 included
the following changes relevant to the Group's operations

> Contingent consideration 1s measured at farr valus, with
subsequent changes to the far value being recognised in profit

> Transaction costs, other than share and debt issue costs, are
expensed as incurred

> Any pre-existing interest in the acquiree 1S measured at far value
with the gain or loss recognised in profit

> Any non-controllng (minonty) interest 1s measured at either fair
value, or at its proportionate interest in the identfiable assets and
labiities of the acquires, on a transaction-by-transaction basis

The rewsed standard was effective for AstraZeneca business
combinations on or after 1 January 2010 and has been applied
prospectively from that date Our acquesition of Novexel S A was
accounted for under the revised standard Further details of this
acquisition are included in Note 22 of the Financial Statements
The adoption of this rewised standard has not had a significant
effect on the Group's profit for the penod, net assets or cash flows

The amendments to IAS 27 'Censolidated and Separate Financial
Statements {2008)', IFRS 5 ‘Non-cumrent Assets Held for Sale and
Oiscontinued Operations’, tAS 38 ‘Financial Instruments. Recognition
and Measurement - Eligible Hedged ltems’, IFRIC 9 and I1AS 39
‘Embedded Denvatves', IFRS 2 'Group Cash-settted Share-based
Payment Transactions' and the Improvements to IFRS {issued Apnl
2009} have all been adopted in the year

The adoptions of the amendments and improvermnents did not have
a significant effect on the Group's profit for the penod, net assets or
cash flows

IFRIC 17 ‘Distnbution of Non-Cash Assets to Owners' and IFRIC 18
Transfer of Assets from Customers' have also been adopted by the
Company, neither of which had a significant effect on the Group's
profit for the penod, net assets or cash flows

The Company has elected to prepare the Company Financial
Statements in accordance with UK Accounting Standards These
are presented on pages 199 to 203 and the accounting pohcies in
respect of Company information are set out on page 200

The Consolidated Financial Statements are presented in
US dollars, which is the Company's functional currency

In prepanng their individual financial statements, the accounting
policies of some overseas subsidianes do not conform with
adepted IFRSs Therefore, where appropnate, adjustments are
made 0 order to present the Censolidated Financial Statements
on a conststent basts

142 Financial Statements

Basis for preparation of financial statements

on a going concern basis

Information on the business environment AstraZeneca operates

in, Including the factors underpinning the industry's future growth
prospects, are included in the Directors’ Report Detats of the
product portfolio of the Group, our approach to product development
and our development pipeline are covered in detall with additional
informaticn by Therapy Area in the Directors’ Report

The financial position of the Group, its cash fiows, iquidity position
and borrowing factlities are described n the Financial Review from
page 78 In addition, Note 23 to the Financial Statements includes
the Group's objectives, policies and processes for managing

its capital, its financial nsk management objectives, details of its
financial instruments and hedging activibes and its exposures to
credit, market and liqudity nsk  Further details of the Group's cash
balances and borrowings are included in Notes 13 and 14 of the
Financial Statements

The Group has considerable financial resources avallable As at

31 Decernber 2010, the Group has $15 25bn in financial resources
(cash balances of $11 1bn and commitied bank facilities of $4 25bn,
with only $0 1bn of debt due within one year) The Group's revenues
are largely denved from sales of products which are covered by
patents and for which, histoncally atleast, demand has been relatvely
unaffected by changes in the general economy In addition, the Group
has a wide diversity of customers and suppliers across different
geographic areas As a conseqguence, the Directors believe that
the Group 1s well placed to manage its business rnisks successfully
despite the current uncertain economic outlock

After making enquines, the Directors have a reasonable expectation
that the Company and the Group have adequate resources

to continue 10 operational existence dor the foreseeable future
Accordingly, they continue to adopt the going concern basis in
prepanng the Annual Report and Financial Statements

Estimates and judgements

The preparation of the financial statements in conformity with
generally accepted accounting principles requires management to
make estimates and judgements that affect the reported amounts
of assets and labilities at the date of the financial statements and
the reported amounts of revenues and expenses dunng the reporting
penod Actual results could differ from those estimates

Judgements include classification of fransactions between profit
and the consclidated statement of financial posmion and the
determination of operating segments while estimates focus on
areas such as carrying values and esbmated Ives

AstraZeneca's management considars the following to be the most
important accounting policies in the context of the Group's operations

The accounting policy descnptions set out the areas where
Judgements and estimates need exercising, the most significant
of which are revenue recogniticn, research and development
{including impairment reviews of associated intangible assets),
business combinations and goodwill, itigation and environmental
abiittes, employee benefits, taxation and operating segments

Further information on entical judgements made in apphying
accounting policies, including details of significant methods and
assumptions used, 15 ncluded in Notes 6, 8, 9, 15, 18, 22 and 25
in the Financial Statements Financial nsk management policies
are detaled in Note 23
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Revenue
Revenues compnse sales and income under co-promotion and
co-development agreements

income under co-promotion and co-developmeant agreements is
recognised when 1t I1s earned as defined in the contract and can be
reliably eshmated In general this is upon the sale of the co-promaoted/
developed product or upon the delvery of a promotional or
developmental service

Revenues exclude nter-company revenues and value-added taxes
and represent net Invoice value less estimated rebates, returns and
settlement discounts Revenues are recognised when the significant
nsks and rewards of ownership have been transferred to a third party
In general, this 1S upon delivery of the products to wholesalers

In markets where retums are significant {Gurrently only in the US),
estimates of returns are accounted for at the point revenue 1s
recognised In markets where returns are not signficant they are
recorded when returned

When a product faces genenc competition particular attention

15 given 1o the possible levels of returns and, In cases where the
circumstances are such that the levet of returns {and, hence, revenue)
cannot be measured reliably, revenues are only recognised when
the nght of returm expires which is generally on utimate prescription
of the product to patients

For the US market we estimate the quantity and value of goods which
may ultimately be returned at the point of sale Our returns accruals
are based on actual expenence over the preceding 12 months for
established products together with market-related information such
as estimated stock levels at wholesalers and competitor activity
which we receve via third party information services  For newly
launched products, we use rates based on our experience with
similar products or a pre-determined percentage

Research and development
Research expenditure 1s recogrised in profit in the year in which it
18 incurred

Internal development expenditure 1s capitalised only if t meets the
recognition critena of IAS 38 ‘Intangible Assets’ Where regulatory
and other uncertainties are such that the critena are not met, the
expenditure is recognised in profit and thes is aimost invanably
the case pnor to approvat of the drug by the retevant regulatory
authonty Where, however, recogniion critena are met, intangible
assets are capitalised and amortised on a straight-ine basis over
their useful economic Iives from product launch At 31 December
2010, no amounts have met recognition critena

Payments to in-lcence products and compounds from externat third
parties for new research and development projects (in-process
research and development), generally taking the form of up-front
payments and milestones, are capitahised Where payments made
to third parties represent future research and development
actmties, an evaluation 1s made as to the nature of the payments
Such payments are expensed i they represent compensation for
subcontracted research and development services not resuting in a
transfer of ntellectual property By contrast, payments are
capitalised If they represent compensation for the transfer of
Intellectual property developed at the risk of the third party Since
acquired products and compounds will only generate sales and
cash inflows following launch, our policy 1s to minimise the perod
between final approval and launch If it 1s within AstraZeneca’s control
to doso Assets capralised are amortised, generally on a straight-ine
basis, over their useful economic lives from product launch Under
this policy, it 1s not possaible to determine precise economic lives for
indvidual classes of intangible assets However, Ives range from

AstraZeneca Annual Report and Form 20-F Inforrnation 2010

three years to 20 years These assets are not used in the research
and development actvites of other products

Intangible assets relating to products mn development (both internally
generated and externally acquired) are subject to iImpairment testing
annually All intang:ble assets are tested for mpairment when there
are indications that the carrying value may not be recoverable Any
impairment losses are recognised immediately in profit Intangible
assets relating to products which fal dunng development {or for which
development ceases for other reasons) are tested for impawrment

at the paint of termination and are wntten down to their fair value
{which is usually zerg)

Business combinations and goodwill

On the acquisiion of a business, far values are attnbuted to the
identifiable assets and liabilities and contingent habilities unless the
fair value cannot be measured reliably in which case the value 1s
subsumed into goodwill Where far values of acquired contingent
liabiities cannot be measured reliably, the assumed contingent hability
18 not recogrused but 1s disclosed in the same manner as other
contingent labiliies Goodwill 1s the difference between the far
value of the consideration and the fair vafue of net assets acquired

Goodwill ansing on acquisitions 1S capitalised and subject to an
impairment review, both annually and when there 1s an incication that
the carrying value may rnot be recoverable Between 1 January 1998
and 31 December 2002, goodwill was amortised over its estmated
useful Iife, such amortisation ceased on 31 December 2002

The Group's policy up to and including 1997 was to eliminate
goodwill ansing upen acquisitions against reserves Under IFRS 1
‘First-time Adoption of International Financial Reporting Standards’
and IFRS 3 '‘Business Combinations’, such geodwill will remain
elminated aganst reserves

Employee benefits

The Group accounts for pensions and other employee benefits
(pnncipally healthcare) under 1AS 19 ‘Employee Benefits' In respect of
defined benefit plans, obligations are measured at discounted present
value while plan assets are measured at farr value The operating and
financing costs of such plans are recognised separately in profit,
current service costs are spread systernatically over the lives of
employees and financing costs are recognised in full In the perods
inwhich they anse Actuanal gains and losses are recogrised
immediately in other comprehensive Income

Where the calculation results in a benefit to the Group, the recognised
asset 1s imited to the present value of any avaidable future refunds
from the plan or reductions in future contnbutions to the plan
Payments to defined contnbution plans are recogrised in profit as
they fall due

Taxation

The current tax payable1s based on taxable profit for the year
Taxable profit differs from reported profit because it excludes items
that are never taxable or tax deductible The Group’s current tax
assets and liabilities are caloulated using tax rates that have been
enacted or substantvely enacted by the reporting date

Deferred tax 1s provided using the balance sheet lability method,
providing for temporary differences between the carrying amounts of
assets and labihes for financial reporting purposes and the amounts
used for taxation purposes Deferred tax assets are recogrused to
the extent that it 1s probable that taxable profit will be avalable
against which the asset can be utliseg This requires judgements
to be made in respect of the avalability of future taxable ncome
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Financial Statements

No deferred tax asset or iability 1s recogrised in respect of termporary
differences associated with investments m subsidianes, branches
and joint ventures where the Group 15 able to control the tirming of
reversal of the temporary differences and 1t 1s probable that the
temporary differences will not reverse in the foreseeable future

The Group's deferred tax assets and liabilites are calculated using
tax rates that are expected 1o apply In the penod when the liabihity
15 settled or the asset realised hased on tax rates that have been
enacted or substantively enacted by the reporting date

Accruals for tax contingencies require management to make
Judgements and estimates of ultimate exposures In relation to tax
audrit Issues Tax benefits are not recognised unless the tax positions
will prebably be sustaned Once considered to be probable,
management reviews each matenal tax benefit to assess whether
a provision should be taken against full recognition of that benefit
on the basis of potential settiement through negotiation and/or
Itigatron Al provisions are included in current habilites  Any recorded
exposure to interest on tax liabilities 1s provided for in the tax charge
See Note 25 for further details

Share-based payments

All plans are assessed and have been classified as equity setiled
The grant date far value of employee share option awards 1s
generally calculated using the Black-Scholes mode! In accordance
with IFRS 2 ‘Share-based Payment’, the resulting cost 1s recognised
In profit over the vesting perod of the aptions, being the penod In
which the services are receved The value of the charge Is adjusted
to reflect expected and actual levets of awards vesting, except where
the fallure to vest i1s as a result of not meeting a market condition
Cancellations of equity instruments are treated as an acceleration
of the vesting perod and any outstanding charge 1s recognised in
profit mmediately

Property, plant and equipment

The Group's policy 18 to wnte off the difference between the cost

of each item of property, plant and equipment and its residual value
systematically over its estmated usefut Ife Assets under construction
are not depreciated

Rewews are made annually of the estmated remaining lives and
residual values of Indmidual productive assets, taking account of
commercial and technological obsolescence as well as normal
wear and tear Under this policy it becomes impractical to calculate
average asset lives exactly However, the total lives range from
appraxmately 10 to 50 years for bulldings, and three to 13 years

for plant and equipment Al tems of property, plant and equipment
are tested for imparment when there are indications that the carrying
value may not be recoverable Any impaiwment losses are recognised
Immedately in profit

Borrowing costs

The Group has no borrowing costs with respect to the acquisition
or construction of qualifying assets All sther borrowing costs are
recognised in profit as ncurred and in accordance with the effective
mnterest rate method

Leases
Rentals under operating leases are charged to profit on a straight-
line basis

Subsidianes

A subsidiary 1s an entity controlied, directly or ndirectly, by
AstraZeneca PLC Control s regarded as the power to govern the
financial and operating policies of the entity so as to obtain benefits
from #is actvities

144 Financial Statemonts

The financial results of subsidianes are consolidated from the date
contrel s obtained until the date that control ceases

Inventonies

Inventories are stated at the lower of cost and net realisable value
The first In, first out or an average method of valuation 1s used

For finlshed goods and work in progress, cost includes directly
attnbutable costs and certain overhead expenses (ncluding
depreciation} Selling expenses and certan other overhead expenses
(pnncipatty central administration costs) are excluded Net realisable
value 1s determined as estmated seling pnce less all estimated costs
of completion and costs to be incurred in selling and distnbution

Whnte-downs of inventory occur In the general course of business
and are recognised in cost of sales

Trade and other recevables

Trade and other recewables are recognised initially at fair value
Subsequent to inal recognition they are measured at amortised cost
using the effective interest rate method, less any imparment losses

Trade and other payables

Trade and cther payables are recognised initially at fair value
Subseqguent to titial recognihon they are measured at amortised
cost using the effective interest rate method

Financial instruments

The Group's financial mstruments incluge interests in leases and
nghts and obhgations under employee benefit plans which are dealt
with In specific accounting pelicies

The Group's other financial Instruments include

> Cash and cash equivalents
> Fixed deposits

> Other investments

> Bank and other borrowings
> Denvatives

Cash and cash equivalents

Cash and cash equivalents comprise cash in hand, current balances
with banks and similar insttutions and highty iquid investments
with maturites of three months or less when acqured They are
readily convertible into known amounts of cash and are held at
amortised cost

Fixed deposits

Fixed deposits, compnsing principally funds held with banks and
other financial Institutions, are Nittally measured at far value, plus
direct transaction costs, and are subsequently remeasured to
amertised cost using the effective interest rate method at each
reporting date Changes in carrying value are recognised n profit

Other investments

Where investments have heen classffied as held for trading, they
are measured inttially at far value and subsequently remeasured to
far value at each reporting date Changes in far value are recognised
N profit

In all other circumstances, the Investments are intially measured at
far value (including direct transaction costs) and are subsequently
remeasured to fair value at each reporting date Changes in
carrying value due to changes in exchange ratas or impanments are
recognised i profit All other changes in fair value are recognised
in other comprehensive Nncome
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Impairrments are recorded in profit when there s a decline in the
value of an nvestment that 1s deemed to be other than temporary
On dispesal of the iInvestrment, the cumulative amount recognised
In other comprehensive Income Is recognised in profit as part of the
gamn or loss on disposal

Bank and other borrowings

The Group uses dervatives, principally interest rate swaps, to hedge
the intarest rate exposure nherent in a portion of its fixed interest
rate debt In such cases the Group will either designate the debt

as farr value through profit or loss when certain criteria are met or
as the hedged item under a farr value hedge

If the debt instrument 15 designated as farr value through profit, the
debts initally measured at fair value (with direct transaction costs
being included n profit as an expense) and 1s remeasured to far
value at each reporting date with changes In carrying value being
recognised in profit (@long with changes in the far value of the
related dervative) Such a designation has been made where this
significantly reduces an accounting mismatch which would result
from recognising gans and losses on different bases

if the debt 1s designated as the hedged temn under a far value hedge,
the debt 1s Inttially measured at far value {(with direct transaction
costs being amortised over the life of the bonds), and 1s remeasured
for far value changes In respect of the hedged nsk at each reporting
date with changes in carrying value being recognised In profit
{along with changes n the far value of the related dervative}

If certain critena are met, non-US doltar denominated loans are
designated as net nvestment hedges of foreign operations Exchange
differences ansing on retransiation of net investments, and of foreign
currency ioans which are designated in an effective net investment
hedge relationship, are recognised in other comprehensive income
All other exchange differences giving rise to changes in the carrying
value of foreign currency loans and overdrafts are recognised in profit

Other interest-beanng foans are nibally measured at far value
(including direct transaction costs) and are subsequently remeasured
to amortised cost using the effective interest rate method at each
reporting date Changes in carrying value are recognised in profit

Denvatives

Derwvatives are inibally measured at far valug (with direct transaction
costs being Included in profit as an expense) and are subsequently
remeasured to far value at each reporting date Changes in carrying
value are recognised in profit

Foreign currencies

Foreign currency transactions, being transactions denominated
In a currency other than an individual Group entity's functional
currency, are translated into the relevant functional currencies of
indvidual Group entihes at average rates for the relevant monthly
accounting peniods, which approxmate to actual rates

Monetary assets, ansing from foreign currency transactions, are
retranslated at exchange rates prevailing at the reporting date
Exchange gains and losses on loans and on short-term foreign
currency borrowings and deposits are Inchuded within finance
expense Exchange differences on all other foreign currency
transactions are taken to operating profit In the individuat Group
entity's accounting records

Non-monetary items ansing from foreign currency transactions are
not retranslated in the individual Group entity's acceunting records
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In the Consoldated Financial Statements, income and expense items
for Group entities with a functional currency other than US dollars,
are translated into US dollars at average exchange rates, which
approximate 1o actual rates, for the relevant accounting penods
Assets and labilities are translated at the US exchange rates prevailing
at the reporting date Exchange differences ansing on consolidation
are taken In other comprehensive Nncome

Exchange differences arising on retranslation of net investments

In subsichanies and of foreign currency loans which are designated
In an effective hedge relationship are taken in other comprehensive
income in the Consolidated Financial Staternents Gains and losses
accumulated in the translation reserve will be recycled to profit when
the foreign operation 1s sold

Litigation and environmental habihties

Through the normal course of busingss, AstraZeneca Is Invoived

In legal disputes, the settlement of which may involve cost to the
Group Provision 1s made where an adverse outcome is probabla
and associated costs, ncluding related legal costs, can be estimated
reliably In other cases, appropnate disclosures are included

Where 1t 1s considered that the Group 1s more hikely than not to
prevall, orin the rare circurnstances where the amount of the
legal habilty cannot be estimated reliably, legal costs involved in
defending the claim are charged to profit as they are incurred

Where it 1s considered that the Group has a valid contract which
provides the nght to rembursement {from insurance or otherwise)
of legal costs and/or all or part of any loss incurred or for which

a provision has been established, the best estmate of the amount
expected to be receved 1s recognised as an asset

AstraZeneca 1s exposed to environmental labilites relating to its
past operations, principally in respect of soil and groundwater
remedation costs Provisions for these costs are made when there
1S a present obligation and where it 1s probable that expenditure on
remedial work will be required and a reliable estmate can be made
of the cost Provisions are discounted where the effect 1s matenal

Impairment

The carrying values of non-financial assets, other than inventories
and deferred tax assets, are reviewed at least annually to determine
whether there 15 any Indication of mparment For goedwill, intangible
assets under development and for any other assets where such
Indication exists, the asset’s recoverable amount 1s estimated based
on the greater of its value In use and its far value less cost to sell

In assessing value In use, the estimated future cash flows, adjusted
for the risks specific to each asset, are discounted to their present
value using a discount rate that reflects current market assessments
of the time value of money and the general risks affecting the
pharmaceutical industry For the purpose of impairment testing,
assets are grouped together into the smaliest group of assets

that generates cash inflows from continuing use that are largely
independent of the cash flows of other assets Impament losses
are recognised In profit

Operating segments

In 2009, the Company adopted IFRS 8 ‘Operating Segments’ IFRS 8
requires an entity to report financizl and descnptive mformation
about its reportable segments Reportable segments are operating
segments or aggregations of operating segments that meet
specified critena In addressing these critena, it was determined
that AstraZeneca I1s engaged in a single business activity of
pharmaceutcals and that the Group does not have multiple
operating segments Our pharmaceuticals business consists of
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the discovery and development of new products, which are then
manufactured, marketed and sold All of these functional actvibes
take ptace (and are managed) globally on a highly integrated basis
We do not manage these individual functional areas separately

We consider that the Senior Executive Team (SET) 1s AstraZeneca’s
chief operating decision-making body (as defined by IFRS 8)

The operation of the SET 1s pnnoipally dniven by the management
of the commercial operations, research and development, and
manufactunng and supply The SET also includes Finance, HR

and General Counse! representation

All significant operating decisions are taken by the SET While
members of the SET have responsibility for implementation of
decisions in their respective areas, operatng decision making 1s

at SET level as a whole Where necessary these are mplemented
through cross-functional sub-committees that consider the Group-
wide impact of a new decision For example, product launch
decisions would be initially considered by the SET and, on approval,
passed to an appropnate sub-team for mplementation The impacts
of being able to develop, produce, delver and commercialise
awide range of pharmaceutical products dnve the SET decision
making process

In assessing perforrnance, the SET reviews financial information

on an integrated basis for the Group as a whole, substantially in
the form of, and on the same basis as, the Group's IFRS Financial
Statements The high upfront cost of discovenng and developing
new products coupled with the relatively insigruficant and stable
unit cost of production means that there 1s not the clear ink that
exists In many manufactunng businesses between the revenue
generated on an indmwdual product sale and the associated cost
and hence margin generated on a product Consequently, the
profitability of ndwidual drugs or classes of drugs 1s not considered
a key measure of performance for the business and s not monitored
by the SET

Resources are allocated on a Group-wide basis according to need
In particular, capitat expenditure, in-icensing, and research and
development resources are allocated between activilies on ment,
based on overall therapeutic considerations and strategy under the
aegss of the Group’s Portfolic Investment Board to faciitate a Group-
wide single combined discovery and development strategy

The Group's acquisitions in the biologics area, Medimmune and
Cambndge Antibody Technology Group plc, have been integrated
into the existing management structure of AstraZeneca both for
allocation of resources and for assessment and monitenng of
performance purposes As such, although biologics 1ss a relatively
new technological area for the Group, it does not operate as

a separate gperating segment

international accounting transition

On transihon to using adopted IFRS in the year ended 31 December
2008, the Company tock advantage of several optional exemptions
available in IFRS 1 ‘First-time Adoption of Intemational Financiat
Reporting Standards’ The major impacts which are of continumng
importance are detailled below

> Business combinations —~ IFRS 3 ‘Business Combinations' has
been applied from 1 January 2003, the date of transition, rather
than being applied fully retrospectively As a result, the combination
of Astra and Zeneca is stilf accounted for as a merger, rather than
through purchase accounting If purchase accounting had been
adopted, Zeneca would have been deemed to have acquired Astra

> Cumulative exchange differences - the Group chose to set the
cumulative exchange difference reserve at 1 January 2003 to zero
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Accounting standards and interpretations 1ssued

but not yet adopted

IFRS 9 ‘Financaal Instruments® was issued in November 2009 Itis
apphcable to financal assets and financial habiities  For financial
assets it requires classification and measurement in etther the
amortised cost or the far value category For a company's own debt
held at farr value, the standard requires the movement in the far
value as a result of changes in the company’s own credit nsk to be
included in other comprehensive Income It 1s effective for accounting
periods begnning on or after 1 January 2013 The standard has
not yet been endorsed by the EU The adoption of IFRS 9 1s not
expected to have a significant impact upon the Group's net results
or net assets

Improvements to IFRS (issued in May 2010} 1s yet to be endorsed
by the EU and contains amendments to several ndvidual accounting
standards which are effective for accounting penods beginning on
or after 1 July 2010 or 1 January 2011 None of the amendments
are expected to have a significant impact upon the Group's net
rasults, net assets or disclosures

|1AS 24 'Related Party Disclosures’ was revised by the 1ASB in

2009 and is effective for accounting penods beginning on or after

1 January 2011 The changes introduced relate mainty to disclosure
requirements for government-related entities, and the definiion of

a related party, and are not expected to have a significant impact
on the disclosures of AstraZeneca The revised standard was
endorsed by the EU dunng 2010

The amendments to IAS 32 ‘Classificaton of Rights Issues’ [endorsed
by the EU in 2009) and IFRS 7 ‘Disclosures — Transfer of Financial
Assets’ and IAS 12 'Deferred Tax Recovery of Underlying Assets’
(not yet endorsed by the EU) are effective for accounting penods
beginning on or after 1 February 2010, 1 Juty 2011 and 1 January
2012 respectively They are not expected to have a significant
impact upon the Group's net results, net assets or disclosures

The following IFRIG amendments and interpretations have been
issued but are not yet adopted by AstraZeneca.

> Amendments to IFRIC 13 '‘Customer Loyalty Programmes’ —
Farr value of award credit

> Amendments to IFRIC 14 *Prepayments of a Minmum
Funding Requirement’

> |FRIC 19 ‘Extinguishing Financial Liabilities with
Equity instruments’

The amendments and interpretations are effective for accounting
pencds commencing on or after 1 January 2011, 1 January 2011 and
1 July 2010 respectively None of the amendments or interpretations
are expected 10 have a significant impact upon adoption

There 1s no iImpact expected from any other standards that are
avallable for earty adoption but that have not been adopted

AstraZeneca Annual Report and Form 20-F Information 2010




Notes to the Group Financial Statements
9
[1]
1 Product revenue information 3
2010 2009 2008 F
$m $m $m s
Gastrointestinal
Nexum 4,969 4959 5,200
Losse/Prilosec 986 948 1055
Others 133 106 89
Total Gastrontestinat 6,088 6011 6,344
Cardiovascular -
Crostor 5,691 4 502 3,597
Atacand 1,483 1,436 1471
Seloken/Toproi-XL 1,210 1,443 aov
Plendi 255 241 268 @
Zestnl 157 184 236 c
Onglyza™ 69 1 - g
Others 538 559 584 g
Total Cardigvascular 9,403 8,376 6 963 w
Respiratory & Inflammation %
Symbicort 2,746 2294 2,004 <
Pulmicort 872 1310 1495 g
Rhinocort 227 264 322
Oxis 63 63 71
Others 191 201 236
Total Resprratory & Inflammation 4,099 4132 4,128 —
Oncology _
Anrmadex 1,512 1,921 1,857
Zoladax 1,115 1,086 1138 o
Casodex 579 844 1268 =)
Iressa 393 297 265 '§
Faslotiex 345 262 249 o
Nolvadeax 89 83 85 3
Bbrazane™ - - B4 o
Ethyol 8 15 28 g
Others 48 5 10 2
Totat Oncology 4,045 4518 4,954 g
Neuroscience g
Seroque! 5,302 4,866 4 452 @
Local anaesthetics 605 599 605
Zomig 428 434 448
Diprivan 322 280 278
Others 47 48 54
Total Newroscience 6,704 6237 5 837
Infection and Other: n
Synagrs 1,038 1,082 1230 3
Memrem 817 872 897 g
AuMist 174, 145 104 B
Non Seasonal Flu 39 389 - o
Otrvar Products 108 143 220 &
Total Infection and Other 2,176 2,631 2,451 o
3
Astra Tech 535 508 529 g_
Aptium Oncology 219 383 395 w
Totat 33,269 32 804 31601
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2 Operating profit
Operating profit ncludes the following items

Research and development
Research and development mcludes a $445mimpairment of intangible assets related specifically to motavizumab (see Note 9)

Selling, general and administrative costs
Selling, general and administrative expenses includes a provision of $592m with respect to Seroguel legal matters The current status of
these matters 1s descnbed in Note 25 These prowisions constitute our best estmate at this time of losses expected for these matters

Alse included within selling, general and administrative costs in 2010 are gains of $791m ansing from changes made to benefits under certain
of the Group's post-retiremnent benefit plans, chiefly the Group's UK pension plan Further details of this gan are included in Note 18

In 2009, AstraZeneca was defending its interests in vanous federal and state investigations and cvl litlgation matters relating to drug marketing
and pnoing practices and in respect of which the Group made provisions 1n aggregate of $636m dunng 2009 $524m of this was made
In respect of the US Attorney's Office investigation into sales and marketing practices involvung Seroquel and $112m related to average

wholesale pnce Iitigation

Other operating income and expense

2010 2009 2008
$m $m $m

Rovalues
Income 522 255 288
Amortisation 59) (79) (84)
Imparrent (123) {150} (91)
Net gain on disposal of property plant and equipment 66 8 6
Gains on disposal of product nghts - 170 -
Net (foss)fgain on disposal of other intangible assets {1) i {17)
Gains on dvestments of non-core products - 216 118
Impairmert of iIntangible assets relatng to future icensing and gontractual ncome - (115) -
Other ncome 307 265 304
Other expense - (8} -
Qther operating income and expense 712 553 524

Royalty amartisation relates to income streams acquired with Medimmune

Restructuring costs

Dunng 2010, the Group continued the restructunng programmes approved by the SET and announced in previous years In addition, the Group
announced further programmes dunng the year The tables below show the costs that have been charged in respect of these programmes

by cost category and type Severance provisions are detaled in Note 17

200 2009 2008
$m $m $m
Cost of sales 144 188 408
Research and development 654 68 166
Selling, general and administrative COSts 404 403 310
Total charge 1,202 659 831
2010 2009 2008
$m $m $m
Severance costs 505 262 499
Accelerated depreciation and imparment 299 148 219
Other 398 249 163
Total charge 1,202 659 881
3 Finance income and expense
2010 2009 2008
Sm $m £m
Finance income
Retums on fixed deposits and equity secunties ] 20 15
Retums on short-term deposits 33 22 127
Expected raturn on post-employment defined benefit plan assets 451 388 584
Far value gains on debt uterest rate swaps and nvestments 23 1 128
Net exchange gans - 31 -
Total 516 462 854
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3 Finance tncome and expense continued
2010 2009 2008
$m $m £m
Finance expense 9
Interest on debt and commercial paper {450) (542) (664) o®
Interest on overdrafts and other financing costs (29) {18) {50) g
Interest on post-employment defined banefit plan labilties (543) {493) {589} g
Far vakse charges on debt, imerest rate swaps and investmants - {145) &}
Net exchange losses {11) ~ {12)
Tota! {1,033) {1198) {1,317)
Net finance expense (517} (736) (483)
The amount of exchange gains and losses recogmsed in profit, other than those ansing on financtal instruments measured at fair value A—
through profit or loss In accordance with IAS 39 ‘Finanaial Instruments. Recognition and Measurement’ (see Note 15}, 1s a loss of $11m
(2009 gain of $31m, 2008 loss of $12m)
4 Taxation o
Taxation recognised in the profit for the perod in the consolidated statement of comprehensive Income 1s as follows s
2010 2009 2008 3
$m $m $m 4
Current tax expense n
Current year 3,065 2,854 2946 2
Adustment for pnior years 370 251 130 o
3,435 3105 3076 £
Deferred tax expense
Ongination and reversal of temporary differences (369) a8 (a88)
Adustment to prior years {170} 50 {39)
(539) 158 {505y
Taxation recognised in the profit for the penod 2,896 3,263 2,551
Taxation relating to components of other comprehensive income Is as follows 9
2010 2009 2008 ;6
$m $m $m 8
Current and deferred tax 5
Foregn exchange ansing on consolidation (29} 16 20 [n]
Actuanal loss for the penod 118) 158 340 2
Share-based payments 9 17 9 2
Deferred tax impact of reduction in UK tax rate (23) - - a
Other - 1 (1) 3
Taxation relating to components of other comprehensive income 61) 192 368 o

Taxation has been provided at current rates on the profits earned for the pencds covered by the Group Financial Staternents The 2010 prior
penod current tax adjustment relates mainly to an ncrease in provisions for tax contingencies and double tax relief partially offset by a benefit
of $342m ansing from a number of tax settlements (including the UK matters descnbed in Note 25) and tax accrual to tax return adjustments
The 2009 and 2008 pnior penod current tax adjustments relate mainly to tax accruat 1o tax return adjustments, an INCrease In provisions In
respect of a number of transfer pneing audits and double tax relief The 2010 prior penod deferred tax adjustment relates mainty to tax accrual
1o tax return adjustments and a reclassification from deferred tax to current tax of amounts provided in relation to tax contingencies for prior
penods The 2009 and 2008 pnor year deferred tax adjustments relate to tax accrual to tax retum adjustments and the recognition of previcusly
unrecognised deferred tax assets To the extent that dmvidends remitted from overseas subsidianes, joint ventures and associates are expected
1o result in addhional taxes, appropnate amounts have been provided for No defermed tax has been prowided for unremitted earmings of Group
companies overseas as these ars considered permanently employed in the business of these companies Unremitted earnings may be liable
to overseas taxes and/or UK taxation (after allowing for double tax relief) If distributed as dividends The aggregate amount of temporary
differences associated with investments in subsidianes and branches for which deferred tax abilties have not been recognised totalled
approximately $16,768m at 31 December 2010 (2009 $14,846m, 2008 $8,449m)

.
=
)
=]
o
=
2]
&
—
o
3
o
2
7

Factors affecting future tax charges

As a group involved in worldwide operations, AstraZeneca 1s subject to several factors that may affect future tax charges, prncipally the levels
and mix of profitability in different junsdictions, transfer pncing regutations, tax rates imposed and tax regime reforms It is the UK Government's
intention to enact legislation which will reduce the main rate of UK corporation tax to 24% by 2014 In November 2010, the UK Government
also released a consultation document providing details on a proposed programme of corporate tax reforms including the introduction of

a patent box regme Details of matenal tax exposures and tems currently under audit and negotiaton are set out in Note 25
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4 Taxation continued
Tax reconciliation to UK statutory rate
The table shown below reconciles the UK statutory tax charge to the Group's total tax charge

2010 2009 2008
$m $m $m
Profit before tax 10,977 10,807 8,681
Notional taxation charge at UK corporation tax rate of 28% {28% for 2009 28 5% for 2008) 3,074 3,026 2,474
Differances i effectve overseas tax rates (333} {212 8
Deferred tax cradit relating to reduction in Swadish, UK and other tax rates’? {21) - (70)
Unrecognised deferred tax asset - 2 n
lterns not deductibie for tax purposes 12 156 119
Iterns not chargeable for tax purposes {26} {20) (48)
Adustments in respect of pnor perods 200 n a1
Total tax charge for the year 2,896 3,263 2551

! The 2040 tem relates to the reduction in the UK statutory carporation tax rata from 28% to 27% etfective trom 1 April 2011
? The 2008 rtem relales to the reduction In the Swadish statutory corporation tax rate from 28% to 26 3% effective from 1 January 2009

Deferred tax
Deferred tax assets and lizbilities and the movements during the year, before offset of balances within countries, are as follows

Pensicn Inter- Logses and
Praperty andpost  company Deferred tax credits
plant and Intangble retirement Inventory Untaxed Accrued Share capatal carried
aquipmeant assets benelts ftranslers reserves' expenses schemes gains forward Other Total
$m $m im $m $m $m m $m £m $m Em
Deterred tax assets at 1 January 2008 66 E9 531 Q207 - 61 B2 - 330 71 2637
Detferred tax habiities at 1 January 2008 693 (3653) 3} (21) {1171} {13) - (88} - 7Q) 5713
Net deferred tax balance at 1 January 2008 627) {3.594) 528 886 {1171} 588 82 (88) 330 1 {3 075)
Taxaton expense 122 375 24 55 {119} 37 43 - 12 24) 525
Other comprehensive INncome - - 340 - - - 9 - - (1) 348
Exchange 168 130 (113) (35) 199 (37 (14 24 {7} Jic)] 312
Net deferred tax balance at 31 December 2008 {337) (3,089} 779 906 {1091} 598 100 (64) 335 @7) {1830
Deferred tax agsets at 31 December 2008 136 42 786 935 - 598 100 - 335 a5 2,977
Deferred tax babilmes at 31 December 2008 @73 {3,131) 7) 29) 081 - - {64) - 72) (4,867)
Net deferred tax balance at 31 December 2008 337} {3089 779 206 (1091} 508 100 (64) 335 (27) (1890
Taxation expense 175 232 61) i7 (303) (146) 5 - {100) 23 (158)
COther comprehensve income - - 140 - - - 17 - - - 157
Exchanga (46) (36} 54 29 (80} 18 7 (7) {4 1 64)
Net deferred tax bal at 31D ber 2009 {208) {2,893) 912 952 {1,474) 470 129 {71) 231 {3) {1.955)
Deferred tax assets at 31 Dacember 2009 266 47 918 968 - 553 129 - 231 34 3146
Deferred tax labiites at 31 December 2009 {474)  (2,940) (6) (16) {1474) {83) - {71) - 37)  {(5101)
Net deferred tax balance at 31 December 2006 (208) (2893 912 952 {1474) 470 129 (71) 231 (3) (1955)
Taxation expense 131 465 {178} 3 24 66 (5) 2 50 {19) 539
Other comprehensye INcome - - {46) - - - 4 - - 1 41)
Acquistion of subsidiary undertaking? - (143) - - - - - - - 2 {141)
Exchange (6) 5 {9) 15 (81} 12 [L)] 3 {10) - {72)
Net deferred tax balance at 31 December 2010 (83) (2,566) 679 70 {1,531) 548 127 (66) F14) {(19) {1,670)
Deferred tax assets at 31 December 2010 357 54 686 988 - 558 127 - 27 25 3,066
Deferred tax labities at 31 December 2010 440) (2,620} m (18) [1,531} (10 - {66) - (44) (4,736)
Net deferred tax balance at 31 Decamber 2010 (83 i2,566) 679 970  (1.531) 548 127 {66) 27 {19) (1,670)
2010 2008 2008
Analysed in the statement of financial position, after offset of balances within countries, as $m $m $m
Deferred tax assets 1.475 1,292 1,236
Deferrad tax kabities (3,145) (3 247) {3126)
Net deferred tax balance [1,670) {1 .955) {1890)

* Untaxed reserves retate 1o taxable profits whera the tax liabiity is deferred 1o later penods
? The deterred tax fabiity of $143m relates to the acquesition of Novexel S A.

Unrecogmised deferred tax assets
Deferred tax assets of $128m have not been recognised in respect of deductible temporary differences (2009 $104m, 2008 $80m)
because it 1s not probable that future taxable profit will be avallable against which the Group can utilise the benefits therefrom
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5 Earnings per $0 25 Ordinary Share

2010 2008 2008
Profit tor the financial year attributable to equity holders {$m) 8,053 7521 610
Bask earmings per Ordinary Share $5 60 3519 $4 20 9
Diluted eamings per Qrdinary Share $5 57 $5 19 $4 20 @
Weighted average number of Ordinary Sharas in 1ssue for basic earnings (milions) 1,438 1448 1,453 %
Dilutrve mpact of share options outstanding (millions) 8 2 - =
Diluted wexghted average number of Ordinary Sharas n 1ssue {milions) 1,446 1,450 1,453
There are no optrons, warrants or nghts outstanding In respect of unissued shares except for employee share opton schemes The number of
optons outstanding and the weighted average exercise pnce of these options 1s shown in Note 24 The eamings figures used in the calculations
above are post-tax
6 Segment information
AstraZeneca 1s engaged n a single business actvity of pharmaceuticals and the Group does not have muttiple operating segments Our
phammaceuhcals business consists of the discovery and development of new products, which are then manufactured, marketed and sold
All of these functional actvities take place (and are managed) globally on a highly tntegrated basis We do not manage these indivdual functional g
areas separately We consider that the SET 1s AstraZeneca’s chief operating decision making body (as defined by IFRS 8) All significant @
operating decisions are taken by the SET In assessing performance, the SET reviews financial information on an integrated basts for the g
Group as a whole, substantially in the form of, and on the same basis as, the Group's IFRS Financial Statements Resources are allocated @
on a Group-wide basis according to need In particutar, capital expendiure, In-licensing, and research and development resources are -
allocated between activibes on ment, based on overalt therapeutic considerations and strategy under the aegis of the Group's Portfolio g
Investment Board to facilitate a Group-wide single combined discovery and development strategy g'
Geographic areas
The tables below show information by geographic area and, for revenue and property, plant and equipment, matenal countrigs The figures
show the revenue, operating profit and profit before tax made by companies located in that area/country, together with segment assets,
segment assets acquired, net operating assets and property, plant and equipment owned by the same companies, export sales and the
related profit are iIncluded i the area/country from which those sales were made
Ravenua (o]
2010 2009 2008 Q
$m $m $m o
<]
UK a
Extarnal 1,952 1 809 1910 4
Intra Group 9,957 9 056 8 460 o
11,909 10,865 10,370 c<>
Continental Europe 2
Betgum aan 353 380 =3
France 1,929 1880 1945 %
Germany 1,151 1197 1,225 2
Italy 1,000 1,012 1,145
Span 762 742 832
Swaden 1,157 1070 1,135
Others 2,440 2622 2,696
Intra-Group 5,144 4944 3,895
13,914 13,820 13,253 -
The Amencas g
Canada 1,492 1,188 1269 3
us 14,010 14,994 13,857 &
Others 1,387 1,113 1155 a
Intra Group 2,341 1,962 1,169 E,"
18,230 19 257 17,250 o
Asia, Afnca & Australasia g
Austraha 981 790 763 3
Japan 2,458 2,214 4 861 &
China 1,047 811 627
Others 1,172 1009 1,001
Intra-Group 67 80 78
5,725 4904 4,330
Contmuing operations 50,778 48,846 45,203
Intra Group eliminations {17,509) {16,042) {13602
33,269 32 804 31,601

Export sales from the UK iotalled $10,944m for the year ended 31 December 2010 (2009 $9,864m, 2008 $9,439m) Intra-Group pnaing 15
determined on an arm'’s length basis
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6 Segment information continued

Operating profit Profit befora tax
2010 2009 2008 2010 2009 2008
Profit from $m $m $m $m $m £m
UK 3,258 3,124 2907 3,098 2,813 2812
Continental Europe 4,591 4 809 3136 4,581 4821 3233
The Americas 3,278 3,265 2,705 2,932 2,832 2440
Asia Afnca & Australasia 367 345 396 366 <zl 396
Continuing operations 11,494 11,543 9,144 10,977 10,807 8681
Non-current assets' Total assats
2010 2008 2008 2010 2009 2008
$m $m $m $m im $m
UK 3,307 3,810 3,524 17,171 17,092 9870
Continental Europe 4,470 3 966 3674 1,596 6 706 6,275
The Amencas 20,808 21,354 21762 28,175 28 397 28,280
Asia, Africa & Australasia 522 476 436 3,185 2725 2.515
Continuing operations 29,197 29,606 29,396 56,127 54,920 46950
Assets acquuec? Nat operating assets’
2010 2009 2008 2010 2009 2008
$m $m $m $m $m $m
UK 314 537 440 3,273 4473 4,234
Continantal Europe 1,053 643 285 4,827 4,004 3,683
Tha Americas 1,125 7 3,252 18,795 19186 21,033
Asia Afnca & Australasa 107 79 67 2,021 1,707 1732
Continuing operations 2,599 1,970 4054 28,916 29,480 30682

' Non current assets exclude deferred tax assats and derivative financial instruments
7 Included in assets acqulred ara those assets that arg expected to be used during mora than ona paried (property piant and equipment goodwill and intangibla assets)
* Net operating assets excluds short term Investiments cash short term bormowings, Yoans retirement benefit obligations and non operating recelvables end payablas

Property plant and equipment

20t0 2009 2008
$m $m $m
UK 1,628 1903 1,750
Swaden 1,647 1700 1,722
us 2,381 2,386 2,200
Rest of the word 1,301 1,320 1371
Continuing operations 6,957 7307 7,043
Geographic markets
The table below shows revenue in each geographic market in which gustomers are located
2010 2009 2008
$m $m $m
UK 1,033 1057 904
Continental Europe 9,315 9 286 9,937
The Amencas 16,629 17,096 15945
Asia Afrca & Australasia 6,292 5,365 4725
Continuing operations 33,269 32,804 31 601

Revenue Is recognised at the point of delivery, which1s usually when title passes to the wholesaler Transactions with two wholesalers
indwvidually represented greater than 10% of total revenue (2009 two, 2008 two) The values of these transactions recorded as revenue
were $4,164m and $4,129m (2009 $4,319m and $4,228m, 2008 $3,936m and $3,900m)
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7 Property, plant and equipment

Total property
Land and Pant and  Assets i course plant and
buddings eguipment of construction aquipmant
Sm $m Sm $m
Cost
At 1 January 2008 5819 10,174 842 16 B35
Caprtal expenditure 49 239 825 1,113
Transfer of assats nto use 275 404 (679) -
Disposals and other movements {123 {558) {25) (706)
Exchange adjustments (B03) {1,725) {100) {2 628)
At 31 December 2008 5217 8,534 863 14 614
Capital expenditure 8 209 750 967
Transfer of assets nto use 218 388 (608) ~
Disposals and othar movements {400Q) (937) {20) {1,357}
Exchange adpstments 283 609 42 944
At 31 December 2009 5,336 8,803 1029 15168
Capttal expenditure 13 225 570 808
Transfer of assets nto use 342 668 {1,010) -
Disposals and other movements {40) (449) {9 {493)
Exchange adpstments 43 46 & 100
At 31 December 2010 5,699 9,293 591 15,583
Depreciation
At 1 January 2008 2,015 5,521 1 8,637
Charge for year 247 812 - 1059
Imparment 91 32 — 123
Disposals and other moverments {120) 529) [¥] {651)
Exchange adjustments 303 {i192) 2 {1,497}
At 31 December 2008 1930 5644 {3 7,571
Charge for year 219 674 - 893
Imparment 44 B - 50
Disposals and other movernents {343) {859) (4} {1 206}
Exchange adustments 117 434 2 553
At 31 Docember 2009 1,967 5,899 5} 7861
Chargs for yaar 302 774 - 1,076
Impairment 2 20 - 22
Disposals and other movements {29} {396) 5 {420}
Exchange adjustrments 32 55 - 87
At 31 December 2010 2,274 6,352 - 8,626
MNet book value
At 31 December 2008 3,287 2 890 866 7.043
At 31 December 2009 3,369 2,904 1,034 7307
At 31 Decernber 2010 3,425 2,941 591 8,957

Impairment charges in 2010 were due to the termination of the Certnad co-promotion with Abbott and vanous productivity nttiatves
These costs were recognised In cost of sales and research and development respectively

Impairment charges in 2009 were due to the productivity initiatives in the global supply chain in Italy and research and development in
Canada These costs were recognised in cost of sales and research and development respectively

Impairment charges in 2008 were due to the productmty inttiatives in the global supply chain in France and research and development
in Canada These costs were recognised in cost of sales and research and development respectively

2010 2009 2008
$m $m $m

The net book value of land and buldings comprised
Freeholds 3,425 3 389 3287
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8 Goodwll

2010 2009 2008

$m Em Sm

Cost
At 1 January 10,228 10211 10 225
Additions through business combnations - - -
Exchange adustments 22} 17 (14)
At 31 December 10,206 10,228 1021
Amaortisation and impairment losses
At 1 January 339 337 341
Exchange adustments 4) 2 @
At 31 December 335 339 337
Net book value at 31 December 5,871 9 889 9 874

For the purpose of impairment testing of goodwill, the Group 1s regarded as a single cash-generating urit

The recoverable amount 15 based on value in use using discounted nsk-adjusted projections of the Group’s pre-tax cash flows over 10 years,
a penod reflecting the average patent-protected hives of our current products The projections include assumptions about product launches,
competition from rival products and pncing policy as well as the possibility of genencs entering the market In setting these assumptions we
consider our past expenence, external sources of information (including information on expecied mcreases and ageing of the populations in
our established markets and the expanding patient population i newer markets), our knowledge of competitor activity and our assessment
of future changes in the pharmaceutical ndustry The 10 year period s covered by internal budgets and forecasts Given that internal budgets |
and forecasts are prepared for all projections, no general growth rates are used to extrapolate internal budgets and forecasts for the purposes |
of determining value in use No terminal value 1s included as these cash flows are more than sufficient to estabksh that animparrment does |
not exist

In arnving at value I use, we disaggregate our projected pre-tax cash flows into groups reflecting simitar nsks and tax effects For each group
of cash flows we use an appropnate discount rate reflecting those nsks and tax effects In arrving at the appropnate discount rate for each
group of cash flows, we adjust AstraZeneca’s post-tax weighted average cost of capial {7 0% for 2010, 7 6% for 2009, 7 6% for 2008) to
reflect the impact of relevant industry nsks, the time value of money and tax effects The weighted average pre-tax discount rate we used
was approximately 10% {11% for 2009, 11% for 2008)

As a further check, we compare our market capitalisation to the book value of our net assets and this indicates significant surplus at
31 December 2010 (and 31 December 2009 and 31 December 2008)

No goodwill impairment was identfied
The Group has also performed sensitmty analysis calculations on the projections used and discount rate applied The Directors have concluded

that, given the significant headroom that exsts, and the results of the sensitmty analysis performed, there 1s no significant nsk that reasonable
changes In any key assumptions would cause the carrying vatue of goodwill to exceed s value in use
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9 Intangible assets
Product Software
marketing and Other development
distribution rights intangibles costs Total o
$m $m $m $m =
Cost 3
At 1 January 2008 11,549 2385 o976 14,910 S
Additions — separately acquired 2,743 20 178 2,941 -3
Disposals - (33} 30) 63
Exchange and other adustments 770) 197} {133) {1100}
At 31 December 2008 13522 2175 991 16 688
Additiens - separatsly acquired 764 48 183 1,003
Dispasals (200) (1) - (201}
Exchangse and other adustments 267 84 28 379
At 31 December 2009 14 353 2304 1212 17,869
Adidtions threugh business combinations 548 - - 548
Additions - separately acquired 1,017 20 206 1,243
Disposals (239) {2) - (241) 1]
Exchange and other adustrments 125 13 {19} 119 5
At 31 December 2010 15,804 2,335 1,399 19,538 5
Amortisation and impairment losses 8
At 1 January 2008 2,373 528 542 3,443 @
Amortisation for year 529 182 96 BO7 %’
Impairment 516 9t 24 531 =,
Disposals - {9 {10} (+9) g
Exchange and other adustments (357) {104} {36} {497)
At 31 December 2008 3061 £88 616 4,365
Amortisation for year 481 162 86 729
Impaiment 93 273 49 415
Disposals B67) - - 67)
Exchange and other adustments 159 25 17 201
At 31 December 2009 3727 1,143 768 5643 ']
Amortisation for year 513 i 116 810 Q
Impawment 699 131 3 833 'g
Disposals - 4] - (1} 2
Exchange and other adjustments 89 26 {20) 95 a
At 31 December 2010 5,088 1,425 867 7,380 [2]
Net beok value 2
At 31 Dacember 2008 10 461 1487 375 12,323 ]
At 31 December 2009 10626 1156 444 12,226 B
At 31 Decemher 2010 10,716 910 532 12,158 3
L]
Other intangibles consist mainly of licensing and nghts to contractual ncome streams
Amortisation charges are recognised in profit as follows
Product Softwara
marketing and Other development M
distribubion rights intangbles costs Total =
$m $m $m $m ]
Year ended 31 Decoember 2008 S
Cost of sales 39 - - 39 o
Research and development 10 - - 10 ".-’3
Selling general and administratve costs 480 35 a6 611 E:.
Other operaling ncome and axpense - 147 - 147 @
529 182 96 807 %
Year anded 31 Decomber 2009 .:-’—
Cost of sales 48 - - 48 @
Selling general and administrative costs 433 27 86 546
Other operating ncome and expense - 135 - 135
481 162 86 729
Year ended 31 Dacember 2010
Cost of sales 60 - - 60
Selling, general and administrative costs 513 22 16 651
Qther operating ncome and expense - 99 - a9
573 21 116 810
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9 Intangible assets continued
Imparrment charges are recognised In profit as follows

Product, Software
markating ang Qther development

awstribution Aights intangibles costs Total
$m $m $m S

Yaar ended 31 Decemnbeor 2008
Cost of sales 115 - - 115
Research and development 144 - - 144
Sealing, general and administratva Costs 257 - 24 281
Other operating Income and axpense - 91 - g1
516 91 24 831

Year ended 31 Dacember 2009
Research and devetopment a3 7 - 100
Seling, general and administzative costs - i 49 50
Other eperating ncorne and expense - 265 — 265
93 273 49 415

Year ended 31 Decomber 2010
Cost of sales 128 - - 128
Research and developmant Eral - - 571
Salling general and administrative costs - 3 3 6
Other operating incoms and expense - 128 - 128
699 131 3 833

Amertisation and impairment charges

The 2010 mparrment of product, marketing and distnbution nghts results from the withdrawal of the iclogical icense application pending
at the FDA for motavizumab {$445m) and the terminahion of the lesogaberan development ($128m) and other development projects in the
year The 2010 mparment of other intangibles chiefly results from a reassessment of the future royalties expected to be recenved relating o the
HPV cervical cancer vaccine

The 2009 mparment of product, marketing and distnbution nghts results from the termination of development projects dunng the year The
2009 imparment of other intangibles results from a reassessment of the future royalties expected to be receved relating to the HPV cervical
cancer vaccne and a reassessment of other future icensing and contractuat ncome expected to be earned within our biclogics business

The 2008 impairment of product, marketing and distnbution nghts results, in part, from the settlement of the Pulmicort Respules patent
Itigation with Teva ($115m) and the ‘at nsk’ launch of a genenc competitor to Ethyol ($257m) The 2008 mparment of other intangibles
results from a reassessment of the future royalties expected to be receved relating to the HPV cervical cancer vaccine These impairment
charges were determined using value in use calculations apptying the same considerations as above The remaining $144m imparrment of
product, marketing and distnbution nghts results from the termination of projects in development dunng the year

The wnte downs in value of ntangible assets, other than those ansing from termination of research and development activities, were determined
based on value in use calculations using discounted nsk-adjusted projections of the products’ expected cash flows over a penod reflecting
the patent-protected Ives of the ndnadual products The full penod of projections 1s covered by internal budgets and forecasts In amving at
the appropnate discount rate to use for each product, we adjust AstraZeneca’s post-tax weighted average cost of capital (7 0% for 2010,

7 6% for 2009, 7 6% for 2008} to reflect the impact of nsks and tax effects specific to the ndividual products The weighted average pre-tax
discount rate we used was approxmately 14% (2009 14%, 2008 14%)

Significant assets
Carmypng velue  Remayung amortisation

Description $m period
Intangible assets ansing from jont venturs with Merck’ Product marketing and distribution nghts 186 3 and 7 years
Advance payment! Product marketing and distnbution rights 490 B years
Partal retrement’ Product, marksting and distnbution nghts 735 4-17 years
First Cption' Product marketing and distnibution rights 1,651 1-13 years
Non-refundable deposit’ Product, marketing and distnbution nghts 474 Not amortised
Intangibfe assets ansing from the acquistion of CAT? Product, marketing and distnbution nghts 363 5§ and 10 years
Intangble assets arising from the acquistion of KUDOS? Proguct marketing and distrbution nghts 285 Not amortised
RSV franchise assets arsing from the acquisibon of Medimmune Product marketing and distnbution nghts 4,174 15 years
Intangible assets arsing from the acquistion of Medimmune Licensing and contractual ncoma 522 1-9 years
Intangible assets ansing from the acquisition of Medimmune Product marketing and distnbution nghts 603 2t years
Intangible assets arising frorm the collaboration with BMS? Product rmarketing and distnbution nghts 419 12-13 years
intangible assets ansing from the acquistion of Novexel Product marketing and distnbution nghts 302 Not amortised
Intengible assets ansing from the collaboration with Pozen? Product marketing and distribution nights 213 13 years

* These assets are associated with the restructuring of the joint venture with Merck & Co. Inc. Further information can be found in Note 25
? Assels n davelopment ara not morused but are tested annually far imparment

? These assets ansa from the collaboration agreement with BMS for Onglyza™ and dapagiifiazin

* These assels ange from the collaboration agreement with Pozen tor Vimovo.
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10 Other Investments

. 2010 2000 2008
$m $m $m

Non-turrent investments
Equity securities avartable for sale m 184 156
21 184 156

Current investments

Equity securmes and bonds available for sale 355 - -
Equrty secuntes held for trading 20 18 51
Fixed deposts 1,107 1,466 54
1,482 1,484 105

The equity secunties and bonds avalable for sale in current investments of $355m are held in an escrow account Further details of this
escrow account are included in Note 18

Fixed deposits relate to nvestments in US Treasury bills and commercial paper with a matunty of greater than 90 days at inception

impasrment charges of $2m in respect of avallable for sale secunties are included in other operating ncome and expense in profit 2009 $18m,
2008 $25my

11 Inventories

2010 2009 2008
m $m $m
Raw matenats ang consumablas 539 445 409
Inventones n precass 665 726 631
Finished goods and goods for resale 478 579 596
1,682 1750 1,636
Inventory wrie-offs in the year amounted to $69m {2009 $83m, 2008 351m)
12 Trade and other receivables
2010 2009 2008
$m $m $m
Amounts dus within one year
Trads recevables 6,328 5 B63 5657
Less Amounts providied for doubttul dabts {Note 23) (81) 81} 99
6,247 5,782 5,558
Other recevables 607 1,170 978
Prepayrnents and accrued income 733 580 552
1,587 7532 7,088
Amounts due after more than one year
Other recenables 64 27 44
Prepayments and accrued incoms 196 150 129
260 77 173
Trade and other recevables 7,847 7,709 7.261
13 Cash and cash equivalents
200 2009 2008
$m $m $m
Cash at bank and in hand 1,750 1,077 1039
Short-term deposits 9,318 8841 3 247
Cash and cash equivalents 11,068 9918 4,286
Unsecured bank overdrafts 87) 80 {163}
Cash and cash equivalents in the cash flow statement 10,981 9,828 4123

The Group's insurance subsichanes hold cash and cash equivalents totaling $415m (2009 $173m, 2008 $400m), of which $370m (2009 $49m,
2008 $278m) Is required to meet insurance solvency requirements and which, as a result, 1s not readily avalable for the general purposes
of the Group
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Financial Statements

14 Interest-bearing loans and borrowings

Repayment 2010 2009 2008
dates $m $m Sm
Current habiliies
Bank overdraits On demand 87 90 183
Floatng rate note US dollars 2009 - - 650
4 625% Non-callable bond Euros 2010 - 1,073 -
5 625% Non-callable bond Euros 2010 - 717 -
Other loans Within one year 38 246 180
125 1926 993
Non-current babities
4 625% Non-callable bond Euros 2010 - - 1053
5 625% Non-callable bond Euros 2010 - - 702
5 4% Callable bond US dollars 2012 1,800 1,805 1823
5 4% Callable bond US dollars 2014 837 821 789
5 125% Non-callable bond Euros 2015 993 1072 3,051
5 9% Callable bend US dollars 2007 1,855 1818 1,896
7% Guaranteed debentures US dollars 2023 359 346 324
5 75% Non-callable bord Pounds sterting 2031 535 558 501
6 45% Callable bond US dollars 2037 2,718 2717 2,716
9,097 9,137 10,855
All loans and borrowings above are unsecured
15 Financial instruments
Denvative financial instruments
Set cut below 15 a summary of the denvative financral instruments included in the consohdated statement of financial position at
31 December 2010, 31 Decemnber 2009 and 31 December 2008
Non-current Gurrent Cumrent Norn~current
ossets assets liabilities llabiirhes Total
$m $m $m $m
Dasignated in a far value hedge 164 - - - 164
Related to nstruments designated at tar value through profit or loss 160 - - - 160
Other ganvatves - 9 (8} - 1
31 Decomber 2010 324 9 (8} - 325
Nan current Current Current Nan-current
assets assels llabihes ¥abilites Total
$m $m $m £m
Designated in a far valua hedge 135 - - - 135
Relatad to mstruments designated at far vahie through profit or loss 127 - - - 127
Other denvatves = 24 20) - {B66)
31 December 2009 262 24 (90) - 196
Non-cument Current Cument Non-curent
assots assats Eabilities Habiities Total
$m $m $m $m $m
Designated in a far value hedge 229 - - - 229
Related to instruments designated at fair value through profit or loss 220 - - - 220
Other dermvatives - - {95) 14} {166)
31 December 2008 449 - 5] {71) 283
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15 Frnancial instruments continued

Fatr values of financial assets and financial habihties

Set out below 15 a companson by category of carrying values and far values of all the Group’s financial assets and financial iabilires at
31 December 2010, 31 December 2009 and 31 December 2008 None of the financial assets or financial liabiiites have been reclassified
during the year

instruments Instruments  Qther financial Tolat
In a hedge designated nstruments Avaliabla Helkd for Amonised canmyIng Far
relationship’ at far valug? &t farr valug* for sale trading cost value vatue
$m $m $m $m $m $m $m Em

2010

Cash and cash equivalents - - - - - 11,068 11,068 11,068
Qvardrafts - - - - - 87) {87) 87)
Loans dua within one year - - - - - (38) {38) {38)
Loans due after more than one year {1,659} {1,196) - - - (6,242) (9,097) {10,022)
Dervative financal instruments 164 160 1 - - - 325 325
Orher investments - - - 566 20 1,107 1,693 1,693
Other inancial assets - - 25 - - 5,893 6,918 6,918
Other financial habiities - - {50} - - (8,963) (9,013} {9,013)
2009

Cash and cash equivalents - - - - - 9918 8,918 9,918
Overdrafts - - - - - (20) (90) {20)
Loans due within orws year - - - - - {1836) {1,8386) (1,867
Loans due after more than ona year {1,628) {1,167} - - - {6.341) (9,137) (0 832
Denvative financial instnsments 135 127 {B6) - - - 196 196
Other iInvastments - - - 184 18 1,466 1668 1,668
Other financial assets - - - - - 6,979 6979 6 979
Other financial hatulities - - - - - {8,872) (8,872 (8 872)
2008

Cash and cash equivalents - - - - - 4 286 4 286 4,286
Overdralts - - - ~ - (163) (163 {163)
Loans dua within one year - - - - - {830) (830) {830)
Loans due after more than ong year (1,727) (113 - - - {8 015) {10 855) {11 238)
Derwvative inancial instruments 229 220 {166) - - - 283 283
Cther ivestments - - - 156 S0 54 280 2680
Cther hinancial assets - - - - - 6,580 6580 6,580
Other fingncial nablinies - - - - - {7 239) 7 239) (7.239)

! includes borrowings and dervativas designated as hedged items in fair valua hedge relatienships with respect to Interest rate nsk.

2 Includes borrowings designated at farr vaue through profit or loss and related demvatives.

? Includes derizatives not designated in hedge relationships or related 10 Bnancal nstruments designated at fair value through profit or loss and contingent Consxieratan arsng on business
combinations (Note 22).

Other financial assets represent trade and other recevables (Note 12) excluding prepayments and accrued mcome Cther financial liabilities
represent trade and other payables (Note 16) excluding deferred income:

Credit nsk increased the far value of the bonds designated as fair value through profit or loss by $5m for the year and increased the far value
by $40m since designation Changes in credit nsk had no matenal effect on any other financial assets and liabiies recognised at farr value In
the Group's Financial Statements The change in fair value attnbutable to changes in credit nisk is calculated as the change in far value not
attnbutabte to market nsk The amount payable at matunty on bonds designated at fair value through profit or loss s $1,037m

The methods and assumptions used to estmate the far values of financial instruments together with thetr carrying vatues are as follows

> Cash and overdrafts - held on the consolidated staterent of financial position at amortised costs Farr value approximates to carmmying value
> Loans due within one year and after more than one year - the fair value of fixed-rate publicly traded debt 1s based on year-end quoted
market pnces, the fair value of ficating rate debt 1s nominal value, as mark to market differences would be minimal given the frequency of
resets The carrying value of loans designated at fair value through profit or loss 1s the farr value For loans designated in a farr value hedge
relationship, carrying value 1S Intially measured at far value and remeasured for farr value changes n respect of the hedged nisk at each
reporting date All other loans are held at amortised cost
> Denvative financial iInstruments — consists of interest rate swaps (included in designated as fair value through profit or loss if retated to debt
designated at far value, or instruments in a hedge relationship as a farr value hedge or other denvatives) and forward foreign exchange
contracts (included in other denvatives) All denvatives are held at far value
- Interest rate swaps - the far value 1s estimated using appropnate zero coupon curve valuation techmqgues to discount future contractual
cash flows based on rates current at year end
- Forward foreign exchange contracts — the majonty of contracts for existing transactions had matunties of sx manths or less from year end
The farr value of forward foreign exchange contracts is estmated by disgounting the future contractual cash flows using appropnate yield
curves based on market forward foregn exchange rates at the year end
> Other investments — held on the consolidated statement of financial position at far value These include equity secunties held on the
consohdated statement of financial position as other investments (Note 10} The farr value of listed investmenis 1s based on year end
quoted market prices Unbsted investrnents are held at cost which approxmates to far value
> Other financial assets and other financial labiities — with the exception of contingent consideration which is held at fair value {see Note 22),
aother financial assets and habilies are held on the consolidated statement of financial position at amortised costs with carrying value
being a reasonable approximation of far value
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Financial Statements

15 Financial instruments contnued

The interest rates used to discount future cash flows, where applicable, are based on market swap curves at the reporbing date, and were

as follows

2010 2009 2008
Derivatives 07% tod0% 20%tod6% 38%tod 6%
Loans and borrowings 07%tod0% 20%1046% 38%tod6%

Fair value hierarchy

The table below analyses financial instruments camed at far vatue, by valuation method The different levels have been defined as follows

> Level 1 guoted pnces (unadjusted) in active markets for identical assets or habilities

> Level 2 inputs other than quoted prices included within Level 1 that are observable for the asset or lability, either directly {ie as prices)

or indirectly (ie denved from pnces)

> Level 3 inputs for the asset or liability that are not based on observable market data (unobservable Inputs)

Lovel 1 Level 2 Lavel 3 Total
$m $m $m $m
31 December 2010
Equity securiies and baonds avalable for sale 399 - 167 566
Equity securties held for trading 20 - - 20
Denvative assets - 333 - 333
Cther financial assets - - 25 25
Assets "9 333 192 944
Borrowing designated at fair value through profit or loss {1,196) - - {1,196)
Derrvatve labilites - 8) - &)
Other fingncial kabilities - - (50} (50)
Liabiities (1,196) {8) (S0} [1,254)
31 December 2009
Equity securities available for sale 41 - 143 184
Equity secunties held for trading 18 - - 18
Dervative assets — 286 - 286
Assets 59 286 143 488
Borrowing designated at far value through profit or loss {1167) - - (1,167)
Derwatva liabilities - (90) - (80}
Liabilities {1167) (90) - {1257)

Equity secunbes available for sale which are analysed at Level 3 represent investrnents in private biotech companes These unhsted investments
are held at cost, adjusted as necessary for imparrments, which approxmates to far value Hence, carrying value 1s adjusted only for additions,
sales and permanent impairment and for no other movement Consequentiy, In the current year, ne change has been made to the far value
of Indwdual nvestments Level 3 other financial assets and labilities arose on the acquisition of Novexel and the subsequent transaction with

Forest as detaled in Note 22

Net gains and losses on financial assets and financial habilities

2010 2009 2008
$m $m $m
Included in operating profit
Gains/losses) on forward foreign exchange contracts 29 114 (399)
(Lossesl/gains on recervables and payables (80} {141} 391
Losses on available for sale current nvestments {2) {18) {25)
{53) {45} {33)
Included in finance income and expense
Interest and far value adjustments in respect of debt designated at far valus through profit or koss net of dervatives {5) {169) 87
Interest and changes i camying vatues of debt designated as hedged rems, net of denvatves 18) {35) (84)
Interest and fair value changes on fixed and shon-term deposits and equity securities 61 43 140
Interest on debt overdrafts and commercia! paper held at amortised cost {452) (501) (609)
Exchangs (losses)/gans on financial assets and labities {11} 3 (12)
{425) (631 {458)
Included in other comprehensive Income
Foreign exchange differences on bormowings forming net iInvestment hedges 1o (68) 291
Amaortisation of loss on cash flow hedge through profit 1 ] 1
Avallable for sale fossesi/gains taken to equity 4 2 2
106 (65) 294
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15 Financial instruments continued
$29m far value gains (2009 $95m far value losses) on interest rate far value hedging instruments and $29m far value losses (2009 $97m far
value gains) on the related hedged items have been included within interest and changes in carrying values of debt designated as hedged

itemns, net of derivatives Al fair value hedge relationships were effective dunng the year The accounting treatment for fair value hegges 1s g
disclosed in the Group Accounting Policies P
@
$33m fair value gains (2000 $94m far value losses) on denvatves related to debt instruments designated at far value through profit or loss and 3
$28m farr value losses (2009 $53m far value losses) on debt instruments designated at far value through profit or loss have been included
within interest and farr value adjustments in respect of debt designated at fair value through profit or loss, net of denvatives The accounting
treatment for debt designated at far value through profit or loss is disclosed in the Group Accounting Policies section from page 142
The amortisation of loss on cash flow hedge through profit includad in other comprehensive Income relates to a loss on a cash flow hedge
of a prospective debt 1ssue which was taken directly to reserves in 2007 and 1s being amortised through profit over the remaining bife of the
undertying debt instrument  Ineffectiveness on the net investrment hedge taken to profit was $nit (2009 $nil, 2008 $nil) The accounting —
treatment for net iInvestment hedges 1s disclosed in the Group Accounting Policies section from page 142
16 Trade and other payables
2010 2009 2008 m
$m $m $m | =
Current kabilities g
Trade payables 2,257 2,316 1940 {
Value added and payroll taxes and soc:al secunty 323 342 371 cmn
Rebates and chargebacks 2,839 2618 1963 D
Other payables 945 1,038 1,026 g
Accruals 2,297 2373 1878 g
8,661 8687 7178
Non-current habilities
Other payables 373 244 149

Included in other payables are amounts totaling $259m {2009 $259m, 2008 $227m) to meet Insurancea obligations of the Group's Insurance
subsidianes These amounts are net of intra-group set-off

17 Provisions for habilities and charges

Employae Other
Severance Envronmentat benefits Legal ProSIGNS Total
$m $m $m &m $m &m
At 1. January 2008 643 14 100 25 141 1,020
Charge/icredi) for year 469 a7 (23) - 164 847
Cash pad (405) {39} m - (2 {457)
Exchange and other maovements {88) 21 B — 9} {68}
At 31 Dacember 2008 619 130 84 25 284 1,142
Charge for year 309 6 12 836 104 1,084
Cash pad (34) (23) - 13) (34} {411
Reversals (89) - - - (28) (17)
Exchange and other movements 13 [§] (1) - {3 8
At 31 Decomber 2009 511 112 a5 648 320 1,686
Charga for year 497 48 1 617 188 1,361
Cash pad (335) {43) - {709) 22} 1,109)
Reversals (26) - - {1 {22} {49) -
Exchange and other movernents 12 2 1 7 7 49 g
At 31 Decomber 2010 659 119 127 562 471 1,938 g
i
2010 2008 2008 w
$m $m $m -
Due within on year 1,005 1,209 600 %
Due after more than one vear 843 a7y 542 3
1,938 1686 1142 g
—
7]

AstraZeneca s undergoing a global restructunng intiative which invotves rationalisation of the Global Supply Chain, European Sales and
Marketing, Information Services and Business Support infrastructure and Research and Development Employee costs in connection with
the intiatives are recognised in severance provisions

Detalls of the environmental and legal provisions are provided 1n Note 25

Employee benefit provisions include the executive deferred bonus plan Further details are included in Note 24

Other provisions compnsea amounts relating to specific legal and constructive obligations and disputes

No provision has been released or applied for any purpese other than that for which it was estabhshed
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18 Post-retirement benefits

Pensions

Background

The Company and most of its subsidianes offer retirement plans wtuch cover the majonty of employees in the Group Many of these plans
are ‘defined contribution’, where AstraZeneca’s contnbution and resuting charge is fixed at a set level or 1s a set percentage of employees’
pay However, several plans, manly inthe UK, the US and Sweden, are 'defined benefit', where benefits are based on employees’ length of
service and average final salary {typically averaged over one, three or five years) The major defined benefit plans, apart from the collectively
barganed Swedish plan {which 1s still open to employees born before 1979), have been closed to new entrants since 2000

The major defined benefit plans are funded through legally separate, fiduciary-administered funds The cash funding of the plans, which
may from time to time involve special payments, is designed, in consuitation with Independent qualified actuanes, o ensure that the assets
together with future contnbutions should be sufficient to meet future obligations The funding 1s montared ngorously by AstraZeneca and
approprate fiducianes specifically with reference to AstraZeneca’s credit rating, market capitahisation, cash flows and the solvency of the
relevant pension scheme

Financing Prnciples
96 5% of the Group's defined benefit obligations at 31 December 2010 are in schemes within the UK, the US, Sweden or Germany In these
countnes the pension obligations are funded with reference to the following financing principles

> The Group has a fundamental belief in funding the benefits it promises to employees

> The Group considers Its pension arrangements in the context of its broader capital structure In general it does not believe In committing
excessive capital for funding while it has better uses of capital within the business nor does it wish to generate surpluses

> The penston funds are not part of the Group’s core business The Group beleves in taking some rewarded nsks with the investments
underlying the funding, subject to a medium to long-term plan to reduce those nsks If opportunities anse

> The Group recognises that deciding to hold certain investments may cause volatiity in the funding posiion The Group would not wish
to amend its contribution level for relatively small deviations from its preferred funding level, because it 1s expected that there will be short-
term volatility, but i 1s prepared to react appropnately to more significant deviations

> In the event that local regulations require an additional level of financing, the Group would consider the use of alternative methods of providing
this that do not require /mmediate cash funding but help mitigate exposure of the pension arrangement to the credit nsk of the Group

These pnnciples are appropnate to AstraZeneca's business at the present date, should circumstances change they may require review

AstraZeneca has developed a funding framework 1o mplerment these pnnciples This determines the cash contnbutions payable to the
pension funds, but does not affect the IAS 19 habilities To reduce the nsk of committing excess capital to pension funds, lability valuations
are based on the expected return on the actual penston assets, rather than a corporate bond yield At present this puts a different value on
the labiities than IAS 19

UK
With regard to the Group's UK defined benefit fund, the above principles are modified in ight of the UK regulatory requirements and resulting
discusstons with the Pension Fund Trustee The most recent full actuanal valuation was carned out at 31 March 2008

Under the agreed funding principles for the UK, cash contributions will be paid to the fund to target a level of assets in excess of the current
expected cost of providing benefits In addition, AstraZeneca will make contnbutions 1o an escrow account which will be held outside of the
pension fund The escrow account assets will be payable to the fund in agreed circumstances, for example, in the event of AstraZeneca and
Trustee agreeing on a change to the current long term investment strategy

The market value of the fund's assets at the valuation date was £2,994m ($5,851m equialent), representing 87% of the fund's actuanally assessed
labiities as valued In accordance with the fund’s techrnical provisions The escrow fund held an additonal £33m ($65m) at the valuation date
Dunng 2009, it was agreed to fund the shortfall by making a transfer of current escrow assets to the fund and by establishing a new funding
schedule, making regular payments over seven years in the region of £42m per annum to the escrow and £132m per annum to the fund This
includes the contnbutions required to meet the benefits accruing N the region of £60m per annum  In addition, £90m per annum i1s being pad
to the escrow for two years until the next valuation to cover the losses on the fund's investrments since the valuation date as a result of the
market downturn At 31 December 2010, £230m (3355m) escrow fund assets are included within other investments {see Note 10}

Under the agreed funding pnnciples, the key assumphons as at 31 March 2008 for contnbutions to both the fund and escrow account are
as follows long-term UK pnce inflation set at 3 5% per annum, salary increases at 3 5% per annum, pension increaseas at 3 5% per annum
and investment returns at 71% per annum {pre-retirement) and 5 96% per annum (post-retrerment)

Dunng the first half of 2010, AstraZeneca consulted with its UK employees' representatives on proposals to freeze pensionable pay at
30 June 2010 levels for defined benefit members of the UK pension fund The defined benefit fund remams open to existing members and
employees who choose to leave the defined benefit fund will retain a deferred pension in addition to being offered membership in a new
Group Self Invested Personal Pension Plan

The amendment to the UK defined benefit fund to freeze pensionable pay at 30 June 2010 levels represents an accounting curtaiment of
certain pension obligations The majorty of members opted to remain in the defined benefit fund and continue benefit accrual with frozen
pensionable pay In accordance with IAS 19, the scheme obligations were revalued by the scheme actuanes immediately pnor to the change
and assumptions reviewed at that date The resulting credit of $693m has been recognised in comprehensive ncorme during the year

In Juty 2010, the UK government announced changes to the inflation index used for statutory pension increases (both for pensions In payment

and pensions in deferment) to apply to prvate sector pension schermes This has resulted in a small actuanal gan dunng the penod in respect
of the AstraZeneca Pension Fund
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18 Post-retirement benefits continued
Rest of Group
The IAS 19 positions as at 31 December 2010 are shown below for each of the other countnes with significant defined benefit plans These o
plans account for 80% of the Group's defined bensfit obligations outside of the UK These plans are funded in hne with the financing principles <
and contributions paid as prescnbed by the funding framework 3
> The US defined benefits programme was actuanally revalued at 31 December 2010, when plan obligations were $1,757m and plan assets g
were $1,526m This includes obligations in respect of the non-qualified ptan which s largely unfunded
> The Swedish defined benefits programme was actuanally revalued at 31 December 2010, when plan obhgations were estinated to amount
to $1,338m and plan assets were $809m
> The German defined benefits programme was actuanally revalued at 31 December 2010, when plan obligations amounted to $241m and
plan assets were $25m
On current bases, it 1s expected that contnbutions (excluding those in respect of past service cost) dunng the year ended 31 December 2011
to the four main countries will be $342m
Post-retirement benefits other than pensions @
In the US, and to a lesser extent in certain other countres, AstraZeneca's employment practices include the provision of healthcare and life E,
assurance benefits for retired employees As at 31 December 2010, some 3,973 retired employees and covered dependants currently benefit c=n
from these provisions and some 11,267 current employees will be eligible on thesr retirement AstraZeneca accrues for the present value of g
such retiree obligations over the working life of the employee In practice these benefits will be funded with reference to the financing pnnciples -
@
The cost of post-retirement benefits other than pensions for the Group In 2010 was $18m (2009 $19m, 2008 $21m) Plan assets were $272m ‘ED-
and plan obligations were $310m at 31 December 2010 These benefit plans have been included in the disclosure of post-retirement benefits 2
under IAS 19
Financial assumptions
Qualfied ndependent actuanes have updated the actuarial valuations under 1AS 18 of the major defined benefit schemes operated by the —
Group to 31 December 2010 The assumptions used by the actuanes are chosen from a range of possible actuanal assumplions which, due
to the long-term nature of the scheme, may not necessanly be borne out In practice These assumptions were as follows
O
2010 2009 Q
UK Restof Group UK Rest of Group B
Inflation assumption 3 6% 23% 35% 23% o
Rate of increase n salaries K 34% 45% 34% oy
Rate of increasa in pensions in payment 35% 0 9% 35% 0 9% [m]
Discount rate 55% 49% 5 5% 50% e
Long term rate of return expected at 31 Dacember 3
Equties 80% 79% B 0% 81% a
Baonds 51% 50% 5 5% 52% g
Cthars 61% 47% 6 5% 48% o
Rate of »ncrease i madical costs {intial rate) 10 0% 10 0% 10 0% 10 0%

' Pensionabla pay frozen at 30 June 2010 levels foliowing LK fund changes

The expected return on assets 1s determined with reference to the expected long-term level of dividends, interest and other retums derved
from the plan assets, together with realised and unreaksed gains or losses on the plan assets, less any costs of administering the plan, less
any tax payable by the plan The expected returns are based on long-term market expectatons and analysed on a regular basis to ensure
that any sustained movements in underlying markats are reflected

Demographic assumptions

The mortality assumptions are based on country-speciiic mortaity tables These are compared to actual AstraZeneca expenence and
adjusted where sufficient data 1s avallable Additional allowance for future improvements in Iife expectancy 1s ncluded for all major schemes
where there Is credible data to support this continuing trend
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The table below ilustrates kfe expectancy assumptions at age 65 for male members retinng In 2010 and members expected to retre in 2030

Lite expectancy assumplion jor a mate member ratiring at age 65

Country 2010 2030 2009 2029
UK 227 24 6 238 258
us 158 213 198 21
Sweden 204 224 204 224
Germany 179 207 177 205
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18 Post-retirement benefits continued
Post-retirement scheme deficit

The assets and obligations of the defined benefit schemes operated by the Group at 31 December 2010, as calculated in accordance with
IAS 18 'Employee Benefits' are shown below Tha far values of the schemes’ assets are not ntended to be realsed in the short term and may
be subject to significant change before they are realised The present value of the schemes' obligations 1s denved from cash flow projectons

over long periods and s therefore inherently uncertain

201c 2009
UK  Restof Group Total UK Rest of Group Total
$m S $m $m $m $m
Scheme assots
Equities 2,437 1,153 3,580 2,309 1241 3,550
Bonds 2,660 1,124 3,784 2279 903 3,182
Others 52 341 393 265 2568 523
Total fair value of scheme assets 5,149 2,618 7,767 4,853 2402 7266
Present vahua of schema obligations {6,554) {3,691} {10,245} {7.055) {3,591) (10 646)
Pas! service cost not yet recogrised - 6 6 - 37 37
Deficit in the scheme as recognised
in the statement of financial position (1,405) {1,067} (2,472) {2 202) {1,152 (3,354)
Fair value of scheme assets
2010 2008
UK Rest of Group Tota! UK Rast ¢f Group Total
$m $m $m $m $m $m
At beginning of year 4,853 2,402 7,255 3 835 2013 5,848
Expected retum on schems assels 305 146 451 261 127 333
Expenses ) - )] ) - )
Actuanal gans/{losses} 244 {4) 240 293 180 473
Exchange (204) 4) {208) 430 17 447
Empioyer contrbutions 224 245 469 304 262 566
Participant contnbutions 28 3 31 31 3 34
Benehts paid (294) {170) {464) (295) {200) {495}
Scheme assets fair value at end of year 5,149 2,618 7,767 4,853 2 402 7255
The actual return on the plan assets was a gain of $691m (2009 gain of $861m)
Movement in post-retirement scheme obligations
2010 2009
UK Rest of Group Total ux Rest of Group Totad
$m Sm $m $m $m Sm
Prasent value of obligation n scheme &t beginning of yaar {7,055) {3,591) (10,646) {5,029) (3.581) {8.620)
Current service cost a7 {114) {211} (96) {126) (222)
Past service (cost)l/credit {39} 106 67 (53) {21) (ra)
Participant contnbutions (28) 3) (31} {31) 3) (34)
Benefits paid 294 170 464 295 200 495
Other finance expense @) 72} (543} (330) (163) (493)
Expenses 7 - 7 5} - 6
Actuanal (loss)/gain 221) {65} (286) {1,218) 176 (1,042)
Sattlements and curtalments 693 6 699 - - -
Exchange 263 {28) 235 (529) 63) (662)
Present vatue of obli in scheme at end of year {6,554) {3,691) {10,245) 7 055) {3,591} {10,846}
The obhgation anses from the following plans
2010 2009
UK Rest of Group UK Fest of Group
$m $m tm $m
Fundad (5,526} (3,232) {7 026) {3,159)
Unfunded {28} {459) (29) (432)
Total {6,554) {3,691) (7055) {3,591
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18 Post-retirement benefits continued
Consolidated Statement of Comprehensive Income disclosures
The amounts that have been charged to the consolidated statement of comprehensive iIncome, In respect of defined benefit schemes for o
the yvear ended 31 December 2010, are set out below 3
2010 2009 th
UK  Restof Group Total UK Rest of Group Total E
$m $m $m m Sm $m
Operating profit
Current service cost {97} {114) {211} (96) (126) (222)
Past sarvice {costl/craait {39} 75 36 (63) {24) (77)
Settlements and curtallments 693 6 699 - - -
Total charge to operating profit 557 {33) 524 {149) {150) (299)
Fimance expense
Expected return on post-retirement scheme assets 305 146 451 261 127 388
Interest on post-retirernent scheme obligations {3M1) {172) {543) {330) {163) {493)
Net return {66} {26) {92) {69) (36) (105)
Charge before taxaticn 491 {59) 432 (218) {186) (404) ?
Other comprehensive income ‘:—,n
Differenice between the actual return and the expected 2
retum on the post-retirement scheme assets 244 4) 240 293 180 473 0
Expenence (lossesi/gains ansing on the post-retirement t?
schems obhgations (81} 5 (76) 105 {87) 38 <
Changes i assumptions underlying the present value g
of the post-retirement scheme obligations {140) {70) {210) (1,323) 243 (1,080}
Actuartal gains/{losses) recogmsed 23 {69) {46) (925) 356 (569)
Inciuded In total assets and obligations for the UK 18 $424m in respect of members’ defined contribution sections of the scheme Costs in
respect of the defined contnbution sections of the scheme during the year were $228m (2009 $234m)
Actuanal gains and losses 0
2010 2009 2008 2007 2006 o0
UK 3
Present value of obligations {$m) {6,554) (7,055) {5029) (7 844) (7352 91
Fair valua of scheme assets ($m) 5,149 4,653 3835 6310 6 078 %
Deficit m the scheme ($m) {1,405) 2 202) (1184} {1 334) (1,274) o
Expenence adjustments on 2
Scheme assets 2
Amount ($m} 244 203 (1185) {185) (259) a
Percentage of scheme assets 47% 6 0% 309% 29% 4 3% =
Scheme obligations 3
Arnount (3m) (221) 1,218) 972 114 71
Percentage of scheme obligations 4% 17 3% 193% 15% 10%
Rest of Group
Present value of obligations ($m) {3,691) (3 591) (3591) (3348 (3,109)
Far value of scheme assets ($m) 2,618 2,402 2013 2,644 2,493 m
Deficit in the scheme ($m) {1,073) (1189 (1578) (704) {6516) g
Experience adjustments on g
Scheme assets o
Amount {$m) (4) 180 (700) [24) 55 o_n
Percentage of scheme assets 02% 75% 34 8% 09% 22% E,"
Scheme obligations FD"
Amnount ($n) {65) 175 319) (18 25 3
Percentage of scherme obligations 18% 4 9% 89% 05% 0 8% g
#
Total
Present value of cbligations ($m) (10,245) {10 646} (86209 (10,992} {10,461}
Farr value of scheme assats {$m) 7,767 7,255 5,848 8,954 8,571
Deficit in the scheme (Sm) {2,478) (3,391} (2772) {2038) {1.830)
Expenence adustments on
Scheme assets
Amount ($rm) 240 473 {1 885) (209) {204)
Percentage of schems assats 31% 65% 32 2% 2 3% 2 4%
Scheme obligations
Amount {$m) (286} (1,042) 653 96 96
Percentage of scherne obligations 2 8% 98% 75% 09% 0 9%
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18 Post-retirement benefits continued

Transactions with pension schemes

Dunng the year, the Group made loans to the UK and Swedish pension schemes to enable these schemes to manage therr short-term lquidity
requrements The maximum balance outstanding in the year was $5m and the amount outstanding at 31 December 2010 was $5m

Reserves
Included within the retaned earnings reserve 1s the actuanal reserve Movements on this reserve are as follows

2010 2009 2008

$m $m $m

At 1 January {1,800) {1,371) 479
Actuanal losses {46) {569) (1,232
Deferred tax {19) 140 340
At 31 December {1,865) {1 800) {1.371)

The cumulative ameunt of actuanal losses before deferred tax recognised in other comprehensive income 1s $2,482m (2009 $2,436m,

2008 $1,867m)

Discount rate sensitivity

The following table shows the US dollar effect of a 1% change in the discount rate on the retwernent benefits obhigations in our four man

defined pension obligation benefit countnes

2010 2009

+1% “1% +1% -1%
UK ($m) 937 {1,093) 973 {1,129)
Us @gm) 203 (232) 225 (256}
Sweden ($m) 222 {293) 192 {229)
Germany ($m) 37 {44) 35 {42
Total {Sm) 1,399 (1,662) 1,425 {1 656)

Sensitivity of medical cost assumptions

Effect of changs in medical cost assumption incraasefdecrease)

2010 2009
+1% -1% +1% 1%
Current service and interest cost of net penodic post-employment medical costs {$m) 4 {3) 4 {3)
Accumulated post-employment benefit obligation for medical costs ($m) 10 {11) 3z (28}
19 Capital and reserves
2010 2009 2008
$m $m $m
Cumutative translation differences included within retained earmmgs
Balance at beginning o year 1,656 1323 2,414
Forengn exchange ansing on consckdation 26 388 {1 355)
Exchange adustments on goodwilt (recarded aganst ather reserves) 15 13 (27)
Foreign exchange difterences on bormowings forming net rvestment hedges 101 (68) 291
Net exchange movement in retanad sarnings 142 333 {1,091)
Balance at end of year 1,798 1656 1,323

Other reserves

The other reserves arose from the cancellation of £1,255m of share premium account by the Company in 1993 and the redenomination of

share capital ($157m) in 1999 The reserves are available for wnting off goodwall ansing on consoldation and, subject to guarantees gven to
preserve crediters at the date of the court order, are avadable for distnbution

Retained earmings

The cumulative amount of goodwill witten off directly to reserves resulting from acqursitions, net of disposals, amounted to $682m (2008 $667m,
2008 $654m) using year end rates of exchange At 31 December 2010, 57,717 shares, at a cost of $3m, have been deducted from retained
earnings (2009 24,178 shares, at a cost of $1m, 2008 nul shares, at a cost of $nif)

There are no sigr©ficant statutory or contractual restnctions on the distnbution of current profits of subsidianes, joint ventures or assoclates,

undistnbuted profits of pnor years are, in the main, permanently employed in the businesses of these companies The undistributed income
of AstraZeneca companies overseas might be liable 10 overseas taxes and/or UK taxation (after allowing for double taxation relief) if they were
to be distnbuted as dividends (see Note 4)
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20 Share capital of the Company -
Alictted called up and fufly pai

2010 2009 2008

$m $m $m

Issuad Ordinary Shares ($0 25 each) 352 463 362
Redeemable Preference Shares (£1 each - £50,000) - _ -
352 363 362

At 31 December 2010, 1,409,023,452 Qrdinary Shares were in 1ssue

The Redeemable Preference Shares carry imited class voting nights and no dvidend nghts This class of shares 15 capable of redemption at
par at the option of the Company on the giving of seven days’ written notice to the registered holder of the shares

The movements in the number of Ordinary Shares dunng the year can be summarnsed as follows

No of shares (million}

2010 2009
At 1 January 1,451 1447
Issues of shares 12 4
Repurchase of shares (54} -
At 31 December 1,409 1,451

Share repurchases
Dunng the year, the Company repurchased 53,691,507 Ordinary Shares at an average prnce of 3111 pence per share (2009 nil, 2008 13,597,940
Crdinary Shares at an average price of 2397 pence per sharg)

Share schemes

A total of 11,756,397 Crdinary Shares were issued dunng the year in respect of share schemes (2009 3,477,014 Crdinary Shares, 2008 4,078,635
Ordinary Shares) Detals of movements in the number of Crdinary Shares under option are shown in Note 24, details of options granted to
Directors are shown in the Directors’ Remuneration Report from page 119

Shares held by subsidiaries
No shares in the Company were held by subsidianes in any year

21 Dividends to shareholders

2010 2009 2008 2010 2009 2008

Per share Per shara Per share sm $m $m

Final $1710 $1 500 $1350 2,484 2171 1,967
Intenm $0 700 $0 590 $0 550 1,010 855 800
$2 410 $2050 $1 900 3,494 3,026 2,767

The second intenm dividend, to be confirmed as final, 1s $1 85 per Ordinary Share and $2,607m in total This will be payable on 14 March 2011

On payment of the dividends, exchange gains of $19m (2009 gans of $17m, 2008 gains of $28m) arose These exchange gans are included
in Note 3
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22 Acquisitions of business operations M
Novexel ;5;
On 3 March 2010, AstraZeneca completed the acquisition of Novexel S A Novexel is a research company focused on the infection therapy =1
area and s based i France This acquisiion strengthens our research capabilities in the infecton therapy area AstraZeneca acquired one g-
hundred percent of Novaxel's shares for an upfront consideration of $427m Additional consideration of up ta $75m will become payable to a
Novexel shareholders on the completion of certain development milestones At both the date of acquisition and at 31 December 2010, the Py
farr value of this contingent consideration was $50m  For both the penod since acquisition and the full year, Novexel had no revenues and its o
loss was immatenal ?D
Fair value 5‘
Book value adjustment Fair value
$m $m $m
Non-current assets 1 548 540
Current assets 89 - 89
Current labilities (18) - (18}
Non-current habilities. (85) (58) {143}
Total assets acquired (13) 490 377
Goodwill -
Fair value of total consideration 477
Less far value of contingent consideration {50}
Total upfront consideration 427
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22 Acquisitions of business operations continued

Subsequent to the completion of the acquisition of Novexel, AstraZeneca entered into a collabaration with Forest on the future co-development
and commerciaksation of iwo late-stage antibiotic development programmes acquired with Novexel ceftazidme/NXL-104 (CAZ-104) and
ceftaroline/NXL-104 (CEF-104) These anutiotic combinations utdise Novexel's novel rnvestigational beta-lactamase inhibitor NXL-104 to
overcome antibiotic resistance and treat the increasing number of infections resistant to exasting therapies I addition, Forest acquired nghts to
CAZ-104 in North Amenca and bought down payment obiigations to Novexel in relation to CEF-104 from previous exssting licence arangements
In consideration for these nghts, Forest paid Novexel, then an AstraZeneca group company, a sum of $210m on 3 March 2010 and will also
pay additional sums equivalent to half of any future specified development milestone payments that become payable by AstraZeneca This
consideration 1s equivalent to the fair value attnbuted on acquisition to those assets and hence there 1S no profit impact from this divestment

Cash flows

$m
Total upiront consideration 427
Cash and cash equialents included in undertaking acquired {79
Net cash consideration 348

Prior penod aquisitions
There were no acquisitions made dunng either the year ended 31 December 2009 or the year ended 31 December 2008

23 Financial nsk management objectives and policies

The Group's principal financial instruments, other than dervatives, compnse bank overdrafts, loans, current and non-current investments,
cash and short-term deposits The man purpose of these financial instruments 1s to manage the Group’s funding and liquichty requirements
The Group has other financia! assets and labilities such as trade receivables and trade payables, which anse directly from its operations

The pringipal financial nsks to which the Group 1s exposed are those of liquidity, interest rate, foreign currency and credit Each of these 1s
managed in accordance with Board-approved policies These policies are set out below

The Group uses foreign currency borrowings, foreign cumency forwards and options, interest rate swaps and forward rate agresments for
the purpose of hedging its foreign curency and interest rate nsks The Group may designate certain financial nstruments as erther farr value
hedges or net investment hedges in accordance with IAS 39 Key controls applied to transactions in dervatwve financial instruments are to
use only Instruments where good market hquidity exists, to revalue all financial Instruments regularly using current market rates and to sell
options only to oifset previously purchased optons The Group does not use dervative financial Instruments for speculative purposes

Capital management
The capital structure of the Group consists of shareholders’ equity (Note 20), debt {Note 14) and cash (Note 13} For the foreseeable future,
the Board will maintain a caprtal structure that supports the Group’s strategic objectives through

> managing funding and liquidity rsk
> optimising shareholder return
> mantaining a strong investment-grade credit rating

Funding and liquichity nsk are reviewed regularly by the Board and managed in accordance with poiicies descnbed below

The Board's distnbution policy compnses both a regular cash dividend, and subject to business needs, a share repurchase component
The Board regularly reviews ts shareholders’ return strategy, and in 2010 adopted a progressive dividend policy, whereby the Board intends
to mantain or grow the dividend each year, targeting an average dmdend cover of two times {ie a payout ratio of 50%), based on reported
earmings, (before restructunng costs) In addition, after providing for business investment, funding the progressve dividend policy and meeting
debt service obligations, the Board will regularty assess the opportunity to return cash in excess of these requirements to shareholders through
share repurchases

The Group's net funds position foans and borrowings net of cash and cash equivalents, current investments and denvatrve financial Instruments)
has increased from $535m at the beginning of the year to a net funds position of $3,653m at 31 December 2010 as a result of strong net operating
cash nflows

Liquidity nsk

The Board reviews the Group's ongoing liquidity nisks annually as part of the planming process and on an ad hoc basis The Board considers
short-term requirements against avalable sources of funding taking into account forecast cash flows The Group manages liquidity nsk by
mantaining access to a number of sources of funding which are sufficient to mest anticipated funding requirements  Specrfically, the Group
uses US commercial paper, committed bank facilites and cash resources to manage short-term hquidity and manages long-term iquiciity
by raising funds through the capital markets The Group's cument long-term credit rating 1s A1 by Moody's and AA- by Standard and Poor's,
both with a stable outlook
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23 Financial nsk management objectives and policies continued

In addition to cash and cash equivalents of $11,068m, fixed deposits of $1,107m less overdrafts of $87m at 31 December 2010, the Group
has committed bank facilities of $4 25bn available to manage hquidity At 31 December 2010, the Group has ssued $1,528m under a Euro
Medium Term Note programme and $7,569m under a SEC-registered programme  The Group regularly monitors the credit standing of the
banking group and currently does not anticipate any 1ssue with drawing on the committed faciities should this be necessary The committed
faciiies consist of $3 6bn maturing In October 2012, and $0 65bn matunng between October and December 2011 and were undrawn at
31 December 2010

The matunty profile of the anticipated future contractual cash flows including nterest In relation to the Group's financial habilities, on an
undiscounted basis and which, therefore, differs from both the carrying value and far value, 1s as follows

Bank Total Total
overdrafis Trade non-derivative derivative
and other and other tinancial Interast Currency financial
loans Bonds payables instruments rate swaps swaps  Instruments Total
$m $m $m $m $m $m $m
Within one year 128 518 8,640 9,286 {120) - (120) 9,166
In one to two years - 2,268 373 2,641 (121) - {121) 2,520
In two to three years - 423 - 423 (B7) - 87) 336
In three to four years - 1,153 - 1,153 (69) - {69} 1,084
In four to five years - 1,379 - 1,379 {50) - {50) 1,329
In more than five years - 10,095 - 10,095 {192) - (192} 9,903
128 15,836 9,013 24,977 {639) - (639} 24,338
Effect of interest {3) (7,012) - {7,015) 639 - 639 {6,376€)
Effect of discounting, far values and issus costs - 273 - 273 (324) - {324} {51)
31 Decemnber 2010 125 9,007 9,013 18,235 (324) - 324} 17,911
Bank Total Total
overdrafts Trade non dervatve dertvattve
and other and gther tinancal Intarest Currency financias
toans Bonds payables Insuments rata swaps swaps nstruments. Tatal
$m &m $m $m $m $m £m $m
Within cne year 139 2373 8,687 11,199 (117) 89 28} 11171
In one to two years - 523 185 708 (117 - n7 SN
In two 1o three years - 2 246 - 2,246 (116} - {116) 2130
In three to four years - 429 - 429 (86) - (86) 343
In four 1o five years - 405 - 405 (64) - (B4) 341
In more than five years - 12 209 - 12 209 (239} - {239) 11,970
139 18,185 8,872 27,186 {739) 89 {650) 28 546
Effect of interest (3) (7 467) - {7,470) 739 - 739 {6 731)
Effect of discounting, far values and 1ssue costs - 209 - 209 (262) 1 {261} 52)
31 Decamber 2009 136 10,927 8872 19935 (262) a0 (172) 19,763
Bank Total Total
overdrafts Trade  nan derivative derivatrve
and other and cther financial Intgrest Currency fnancial
loans Bonds payables Instruments ralg swaps swaps nstruments Totat
m $m $m Sm £m Sm $m &m
Within one year 345 1271 7178 8794 {60) - (60) 8,734
In one to two years - 2,335 81 2398 {60) 68 & 2402
In two to three years - 465 - 465 {59) - {59) 406
In thres to four years - 2,241 - 2,24 (59) - (59) 2182
In four to s yaars - 424 - 424 {48) - {48) 378
In more than five years - 12,478 - 12,478 {183 - (163} 12,315
345 19,214 7.239 26,798 {447) 65 (381) 26,417
Effect of inerest {2 {7 956) - {7 958) 447 - 447 {7.511)
Effect of discounting, far values and 1ssua costs - 247 - 247 (449} 5 {444) {197)
31 December 2008 343 11 505 7239 18087 (449) 71 (378) 18 709

Where interest payments are on a floating rate basis it is assumed that rates will remain unchanged from the last business day of each year
ended 31 December

It1s not expected that the cash flows in the matunty profile could occur significantly earlier or at significantly different amounts

Market nsk

Interest rate nsk

The Group maintains a mix of fixed and floating rate debt The portion of fixed rate debt was approved by the Board and any vanation requires
Board approval A significant portion of the long-term debt entered into in 2007 i order to finance the acquisiion of Medimmune has been
held at fixed rates of interest The Group uses Interest rate swaps and forward rate agreements to manage this mix
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23 Financial nsk management objectives and policies continued

At 31 December 2010, the Group held interest rate swaps with a notional value of $2 5bn, converting the 5 4% callable bond matunng in
2014, and the 7% guaranteed debentures payable in 2023 to floating rates and partally converting the 5 4% callable bond matunng in 2012
and the 5 G% callable bond matunng in 2017 to floating rates No new interest rate swaps were entered into dunng 2010 At 31 December
2010 swaps with a notional value of $1 5bn were designated as far value hedges and swaps with a notional value of $1 Obn related to debt
designated as farr value through profit or loss Designated hedges are expected to be effective and therefore the iImpact of ineffectiveness
on prefiti1s not expected to be matenal The accounting treatment for far value hedges and debt designated as far value through profit or
loss 15 disclosed in the Group Accounting Policies section from page 142

The majority of the Group's ¢cash balances ara held with third party fund managers with floating rates of nterest being earned
The interest rate profile of the Group's interest-beanng financial instruments, as at 31 December 2010, 31 December 2009 and 31 December

2008 is set out below In the case of non-current financial abilities, the classificahion includes the impact of interest rate swaps which convert
the debt to floating rate

2010 2009 2008
Total Fixed rate Floating rate Toral Fixedrate  Floating rate Total Fredrata Floating rate
$m $m $m <m $m $m $m $m $m
Financial liabilibes
Interest bearng loans and borrowings
Current 125 - 125 1926 1790 136 993 - 993
Non-currem 9,097 6,242 2,855 9,137 6340 2797 10 855 8,015 2,840
9,222 6,242 2,980 11063 8,130 2,933 11,848 8,015 3833
Firancial assets
Fixed deposits 1,107 - 1,107 1466 - 1,466 54 - 54
Cash and cash equivalents 11,068 - 11,068 9918 - 9,918 4,286 - 4286
12,475 - 12,175 11384 - 11,384 4,340 - 4340

In addition to the financial assets above, there are $7,829m {2009 $7.376m, 2008 $7,070m) of other current and non-current asset investments
and other financial assets en which no interest Is receved

Foreign currency nsk
The US dollar 1s the Group’s most significant currency As a consequence, the Group results are presented in US dollars and exposures are
managed aganst US dollars accordingly

Translational

Approximately 58% of Group external sales in 2010 were denominated in currencies other than the US dollar, while a significant proportion
of manufactunng and research and development costs were denominated in pounds sterling and Swedish krona Surplus cash generated
by business units 1S substantially converted to, and held centrally in, US dollars As a result, operating profit and total cash flow in US dollars
will be affected by movements in exchange rates

This currency exposure IS managed centrafy based on forecast cash flows for the currencies of Swedish krona (SEK), pounds sterling (GBP),
euro (EUR), Australian doltar {AUD), Canadian dollar (CAD) and Japanese yen {JPY} The impact of movements in exchange rates 1s miigated
significantly by the correlabons which exist between the major currencies to which the Group 1s exposed and the US dollar Monitoring of
cumency exposures and correlations s undertaken on a regular basis and hedging 1s subject to pre-execution approval

Where there I1s non-US dollar debt and an undertying net irvestment of that amount in the same currency, the Group applies net investment
hedging As at 31 December 2010, 5 8% of nterest-beanng loans and borrowings were denomnated in pounds stering and 10 8% of
interest-beanng loans and borrowings were denominated in euros Exchange differences on the retranslation of debt designated as net
investment hedges are recogrused In other comprehensive Income to the extent that the hedge 1s effective Any ineffectiveness is taken
to profit Exchange differences on foreign currency borrowings not designated in a hedge relationship are taken to profit

Transactional

One hundred percent of the Group’s major transactional currency exposures on working capital balances, which typically extend for up to
three moriths, are hedged, where praciicable, using forward foreign exchange contracts aganst indmdual Group comparies’ reporting cumency
In addtion, the Group's external dvidend, which ts paid pnncipally In pounds sterling and Swedish krona, 1s fully hedged from announcement
to payment date Foreign exchange gains and losses on forward contracts transacted for transactional hedging are taken 1o profit
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23 Financial nsk management objectives and policies continued
The table below sets out the principal foreign exchange contracts outstanding at 31 December 2010, 31 Cecernber 2009 and 31 December
2008 along with the underlying gross exposure as defined above

GBP' SEK EUR AUD Jey CAD
2010 $m $m $m $m $m $m
Gross exposure 732 (808) 478 17 133 33
Forward exchange contracts (a8) BO6 {478) {117) {133} (33)
Net exposure 694 - ~ - - -
2009
Gross axposurg {124) (811) 556 75 197 43
Forward exchange contracts 124 an (556) {75) (197) (43}
Net exposure - - - - - -
2008
Gross exposure (B76) (444) 505 57 166 49
Forward exchange contracts £30 445 (512} (52} {166) {24)
Netexposure 14 1 {7} 5 - 25

' The stering hedge position was updated in eady January 2011

Sensitivity analysis

The sensitmty analysis set out below summanses the sensitivity of the market value of our financial instruments to hypothetical changes in
market rates and pnces The range of vanables chosen for the sensitvty analysis reflects our view of changes which are reasonably possible
over a one-year penod Market values are the present value of future cash flows based on market rates and pnces at the valuation date

For long-term debt, an increase I interest rates results in a dechne in the fair value of debt

The sensitvity analysis assumes an instantaneous 100 basis point change in interest rates in all currencies from their levels at 31 December
2010, with all other vanables held constant Based on the compaosition of our long-term debt portfolio as at 31 December 2010, a 1% increase
N Interest rates would resuit in an addivonal $30m w interest expense being incurres per year The exchange rate sensitvity analysis assumes
an instantaneous 10% change in foreign currency exchange rates from therr levels at 31 December 2010, with all other vanables held constant
The +10% case assumes a 10% strengthening of the US dollar against all other currencies and the -10% case assumes a 10% weakening
of the US dollar

Each incremental 10% movement in foreign currency exchange rates would have approximately the same effect as the inial 10% detalled
in the table below

31 December 2010

Interost rates Exchange rates
+1% 1% +10% -10%
Increase/(decreass) n far value of financial nstruments 595 (684) 36 {36}
Impact on profit gain/loss} - - {133) 133
Impact on equity: gain/{loss) - - 169 {169)
31 December 2009
Intarast rates Exchange rates
+1% 1% +10% -10%
Increase/(decrease) n far value of financial instruments 802 {709) 137 {137)
Impact on profit gan/loss) - - {134) 134
Impact on equity ganv/loss) - - 27 {271)
31 December 2008
intarest ratas Exchange rates
+1% -1% +10% -10%
Increase/{decrease) in tair valua of inancial instruments 587 (708) 217 {217)
impact on profit gainfloss) - - (57) 57
Impact on equity: gan/oss) - - 274 {274)

There has been no change in the methods and assumptions used in prepanng the above sensitmty analysis over the three-year perod

Credit nsk

The Group is exposed to credit nsk on financial assets, such as cash balances {including fixed deposits and cash and cash equivalents),
denvative instruments, trade and other recevables The Group is also exposed in its net asset positon to its own credit nsk in respect of
the 2023 debentures and 2014 bonds which are accounted for at far value through profit and loss
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Financial Statements

23 Financial nsk management objectives and pohcies continued

Trade and other recevables

Trade recevable exposures are managed locally In the operating units where they anse and credit mits are set as deemed appropnate for
the customer The Group Is exposed to customers ranging from government-backed agencies and large private wholesalers to privately owned
pharmacies, and the underlying local economic and sovereign nsks vary throughout the wortd Where appropnate, the Group endeavours
to minimise nsks by the use of trade finance instruments such as letters of credit and insurance The Group establishes an allowance for
imparment that represents its estimate of Incurred losses in respect of specific trade and other recewables where it 1s deemed that a recevable
may not be racoverable When the debt 1s deemed irrecoverable, the allowance account 1s wniten off aganst the undertying recevable

The maximum exposure to credit risk for trade receivables at the reporting date by geographic region was

2010 2009 2008

$m $n $m

us 2,168 2,000 2,032
UK 530 482 459
Sweden 285 245 228
Euro zone countrias 878 762 833
Other European countries 290 295 257
Japan 1,091 950 955
QOther countries 1,005 819 796
6,247 5,782 5 558

In the US, sales to three wholesalers accounted for approximately 73% of US sales (2008 three wholesalers accounted for approximately 81%,
2008 three wholesalers accounted for approximately 81%)

The ageing of trade recevables at the reporting date was

2010 2009 2008
$m $m $m
Not past due 5,953 5542 5,262
Overdus but renegotiated - - 3
Past due 0 90 days 104 55 106
Past dua 80-180 days 67 75 60
Past due > 180 days 123 100 127
6,247 5782 5 558
2010 2008 2008
$m $m $m

Movemaents In provisions for trade recevables
Balance at beginning of year a1 99 89
Income statement (credn)/charge (1) {20} 23
Amounts utiised, exchange and other movements 1 2 (13)
Balance at end of yoar 81 81 99

The allowance for impaimment has been calculated based on past expenence and 1s in relation to specific customers Grven the profile of our
customers, including large wholesalers and government-backed agencies, no further credit nsk has been identified wath the trade recevables
not past due other than those balances for which an allowance has been made

Other financial assets

The Group may hold significant cash balances as part of is normal operations, with the amount of cash held at any point reflecting the level
of cash flow generated by the business and the timing of the use of that cash The majonty of excess cash is centralised within the Group
treasury entity and 1s subject to counterparty nisk on the prnincipal invested This nsk 1s mitigated through a pelicy of priontising secunty and
liquidity over return, and as such cash 1s only Invested in high credit qualty investments Counterparty lmits are set according to the assessed
nsk of each counterparty and exposures are monitored against these imits on a regular basis The mayonty of the Group's cash is invested
In AdA-rated hquidity funds, US Treasury bills and short-term bank deposits

The most significant concentration of financial credit risk at 31 December 2010 was $8,721m invested in three AAA-rated hquidity funds and
$949m invested in US Treasury bills The lquidity fund portiolios are managed by the related external thurd party fund managers to mantain
the AAA rating No more than 10% of fund value s nvested within each indmdual fund US Treasury bills bear credit exposure to the US
government There were no other significant concentrations of financial credit nsk at the reporting date

Al financial denvatives are transacted with commercial banks, in ine with standard market practice The Group has agreements with some
bank counterparbes whereby the parties agree to post cash collaiera! for the benefit of the other equivalent to the market valuabon of the
denvatve posiions above a predetermined threshold The carrying value of such cash collateral held by the Group at 31 December 2010
was $13m

The carrying amount of financial assets, being cash and cash equivalents, dervative assets, other investments and other recenvables
represents the maximum credit exposure
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24 Employee costs and share option plans for employees

Employee costs

The average number of people, to the nearest hundred, employed by the Group s set out In the table below In accordance with the Companies
Act 2008, this includes part-time employses

2010 2009 2008
Employees
UK 10,100 10 600 11 000
Continental Europe 20,100 21,200 23100
The Americas 18,300 19,800 20,900
Asia Afnca 8 Australasia 13,200 12,300 11100
Continuing operations 61,700 63 900 66,100

Geographical distnbutron described in the table above 1s by location of legal entity employing staff Certan staff will spend some or all of
their activity in a different location

The number of people employed by the Group at the end of 2010 was 61,100 {2009 62,700, 2008 65,000)

The costs incurred dunng the year In respect of these employees were

2010 2009 2008

$m $m $m

Salanes 4,837 4713 5,080
Socal secunty costs 693 644 743
Pension costs 501" 516 497
Other employment costs 408 580 598
6,439 6433 5,916

' Pension costs excludes guns of $781m ansing trom changes made to benetits under certain of the Group s post-retirement benefit plans.

Severance costs of $531m are net included above (2009 $285m, 2008 $546m)

The Directors befieve that, together with the basic salary system, the Group's employee incentive schemes provide compettive and market-
related packages to motivate employees They should alse align the interests of employees with those of shareholders, as a whole, through
long-term share ownerstup n the Company The Group's current UK, Swedish and US schemes are described below, other arrangements
apply elsawhere

Bonus plans

The AstraZeneca UK Performance Bonus Plan

Employees of participating AstraZeneca UK companies are inmted to paricpate i this bonus plan, which rewards sirong ndwidual performance
Bonuses in respect of performance dunng 2010 will be paid in cash Bonuses in respect of 2009 and earlier years were paid partly in the
form of Ordinary Shares in the Company {under the HM Revenue & Customs (HMRC)-approved AstraZeneca All-Employee Share Plan and
up to a maximum annual value of £3,000) and partly in cash A tax-efficient share retention scheme, under which employees leave therr bonus
shares in trust, forms part of the All-Employee Share Plan The Company also offers UK employees the opportunity to buy Partnership Shares
{Ordinary Shares) under the All-Emptoyee Share Plan Employees may invest up to £1,500 over a 12-month accumulation penod and purchase
Partnership Shares i the Company with the total proceeds at the end of the penod The purchase price for the shares 1s the lower of the
pnce at the beginning or the end of the 12-month penod A tax-efficient share retention scheme 1s also available in respect of Partnership
Shares In 2010, the Company introduced a Matching Share element in respect of Partnership Shares, the first award of which will be made
In 2011 Atthe Company’s AGM in 2002, shareholdars approved the 1ssue of new shares for the purposes of the All-Employee Share Plan

The AstraZeneca Executive Annual Bonus Scheme

This scheme 1s a performance bonus scheme for Directors and semior employees who do not participate in the AstraZeneca UK Performance
Bonus Plan Annual bonuses are paid in cash and reflect both corporate and indwvidual performance measures The Remuneration Committee

has discretion to reduce or withhold bonuses if business performance falls sufficiently short of expectations in any year such as to make the
payment of bonuses inappropnate

The AstraZeneca Deferred Bonus Plan

This plan was introduced n 2006 and 1s used to defer a portion of the bonus earned under the AstraZeneca Executive Annuat Bonus Scheme
into Ordinary Shares in the Company for a penod of three years The plan currently operates only in respect of Executive Directors and members
of the SET Awards of shares under this plan are typically made in February each year, the first award having been made in February 2006

Sweden

In Sweden an all-employee performance bonus plan 1s in operation, which rewards strong indmdual periormance Bonuses are paid 50%
Into a fund investing in AstraZeneca equities and 50% i cash The AstraZeneca Executive Annual Bonus Scheme, the AstraZeneca Share
Option Plan and the AstraZeneca Performance Share Plan all operate in respact of relevant AstraZeneca employees in Sweden
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Financial Statements

24 Employee costs and share option plans for employees continued

us

In the US, there are two all-employee short-term or annual performance bonus plans in operabon to differentiate and reward strong indmdual

performance Annuat bonuses are paid in cash There Is also one senior staff long-term incentive scheme, under which approximately 60

participants may be eligible for awards granted as AstraZeneca ADSs AstraZeneca ADSs necessary to sabsfy the awards are purchased

in the market or funded via a share trust The AstraZeneca Performance Share Plan and the AstraZeneca Global Restncted Stock Plan operate

In respect of relevant employees in the US |

Share plans

The AstraZeneca Performance Share Plan

Ttus plan was approved by shareholders in 2005 for a penod of 10 years Generally, awards ¢an be granted at any time, but not dunng a close
penod of the Company The first grant of awards was made in June 2005 The main grant of awards in 2010 under the plan was in March,
with further smaller grants n May, August and November Awards granted under the plan vest after three years and can be subject to the
achievernent of performance conditions For awards to all participants in 2010, except employees of Medimmune, 50% of the award will
vest subject to the performance of the Company's total shareholder returmn (TSR) compared with that of a selected peer group of other
phammaceutical companies, and 50% will vest subject to the achievement of a net cash flow target

A separate performance condition applies to employees of Medimmune knked to the achievement of Medimmune business targets

The Remuneration Committee has responsibility for agreetng any awards under the plan and for setung the palicy for the way in which
the plan should be operated, including agreeing performance targets and which employees should be inwvited to participate A fuller
descnption of this plan can be found in the AstraZereca Performance Share Plan section from page 125 in the Directors’ Remuneration Report

The AstraZeneca Pharmaceulicals LP Executive Performance Share Plan

This plan was introduced in 2007 and, up to and including the awards made in 2009, was used to grant awards of performance shares

1o selected US employees under broadly the same terms as awards are made under the AstraZeneca Performance Share Plan There were
no awards made under this planin 2010 All awards of performance shares to US employees and employees of Medimmune in 2010 were
made under the AstraZeneca Performance Share Plan descnbed above The Remuneration Committee has responsibility for agreeing any
awards under the plan and for setting the policy for the way in which the plan should be operated, including agreetng performance targets
and which employees should be invited to participate

The AstraZeneca Investment Plan

This plan was introduced in 2010 and approved by shareholders at the 2010 AGM The main grant of awards in 2010 under the plan was In
May, with a further smaller grant in August Awards granted under the plan vest after eight years and are subject to performance conditions
measured over a penod of between three and eight years For awards granted in 2010, the performance conditions relate to the annual
dmvidend pard to shareholders and dividend cover over a four-year performance penod The awards are then subject to a four-year holding
penod before they can vest The Remuneration Committee has responsibility for agreeing any awards under the plan and for setting the policy
for the way in which the plan should be operated, Including agreeing performance targets and which employees should be invited to participate
Afuller descnption of this plan can be found in the AstraZeneca Investment Plan section from page 126 of the Directors’ Remuneration Report

The AstraZeneca Global Restncted Stock Plan '
This plan was introduced 1in 2010 and replaces the AstraZeneca Pharmaceuticals LP Restncted Stock Unit Award Plan and the Medimmune, !
Inc 2008 Restncted Stock Unit Award Plan descnbed below The main grant of awards in 2010 under the plan was in March, with a further

smaller grant in August Thus plan provides for the grant of restneted stock unit (RSU) awards to selected below SET-level employees and is

used in conunction with the AstraZeneca Performance Share Plan to provide 2a mix of RSUs and performance shares Awards typically vest

on the third anniversary of the date of grant and are contingent on continued employment with the Company The Remuneration Committee

has responsibility for agreeing any awards under the plan and for setting the policy for the way in which the plan should be operated

The AstraZeneca Pharmaceuticals LP Restncted Stock Unit Award Plan

This plan was introduced n 2007 and previously prowided for the grant of RSU awards to selected employees [predominantly in the US)
This plan was used in conunchion with the AstraZeneca Share Option Plan to provide a mix of RSUs and share options There were no awards
granted under this plan in 2010 This plan was replaced in 2010 by the Global Restncted Stock Plan descnbed above The Remuneration
Committee had responstbility for agreeing any awards under the plan and for setting the policy for the way in which the plan should be operated

The Medimmune, Inc 2008 Restncted Stock Unit Award Plan

This plan was introduced in 2008 and previousty provided for the grant of RSU awards to selected employees of Medimmune This plan was
used in conunction with the AstraZeneca Share Option Plan to provide a mix of RSUs and share options  There were no awards granted
under this plan in 2010 Trus plan was replaced in 2010 by the Global Restncted Stock Plan described above The Remuneration Commitiee
had responsibility for agreeing any awards under the plan and for setting the policy for the way in which the plan should be operated

|
The AstraZeneca Restncted Share Plan ;
This plan was ntroduced in 2008 and provides for the grant of restncted share awards to key employees, excluding Executive Directors Awards |
are made on an agd hoc basis with vanable vesting dates The plan has been used five imes in 2010 fo make awards to 24 employees

The Remuneration Commuittee has responsibiity for agreeing any awards under the plan and for setting the policy for the way in which the

plan should be operated

174 Fimancial Statements AstraZeneca Annual Report and Form 20-F Information 2010




24 Employee costs and share option plans for employees continued
AstraZeneca Performance Share Plan

Shares WAFW WARV
u pance $
Shares awarded in March 2008 1338 941 18 88
Shares awarded in August 2008 14 1326 24 46
Shares awarded i March 2009 1190 1140 1670
Shares awarded in August 2009 8 1424 2318
Shares awarded iy March 2010 2002 1495 2238
Shares awarded in May 2010 436 1431 2148
Shares awarded tn August 2010 139 1614 24 95
Shares awarded in Novernber 2010 4 N/A 251
AstraZeneca Pharmaceuticals LP Executive Performance Share Plan
Shares WAV
000 $
Shares awarded in March 2008 2,094 18 88
Shares awarded in August 2008 20 24 46
Shares awarded iy March 2003 2288 16 70
Shares awarded in August 2009 :] 2318
AstraZeneca Investment Plan
Shares WAV WAR
000 pance 5
Shargs awarded in May 2010 76 2575 3866
Shares awarded in August 2010 i5 2904 N/A
AstraZeneca Global Restncted Stock Plan
Shares WAFV WAFV'
000 pence 3
Shares awarded in March 2010 2,672 2989 4475
Shares awarded in August 2010 8 3227 49 89
AstraZeneca Pharmaceuticals LP Restncted Stock Unit Award Plan
Units WAFV
000 5
Units awarded i March 2008 1,313 3776
Units awarded in March 2009 1283 3339
Medimmune, Inc 2008 Restnicted Stock Umt Award Plan
Unas WAFV
Q00 $
Units awarded in March 2008 130 3776
Units awarded ix March 2009 177 3339
AstraZeneca Restncted Share Plan
Shares WAFV WAFV
000 pence $
Shares awarded in March 2008 51 1882 N/A
Shares awarded in May 2008 35 N/A 4420
Shares awarded in August 2009 9 N/A 45 36
Shares awarded in September 2009 22 N/A 44 61
Shares awarded in February 2010 159 2954 4770
Sharas awarded in May 2010 25 2861 42 96
Shares awardad in August 2010 108 3227 49 89
Shares awarded in Novemnber 2010 I44 N/A 50 21
Shares awarded in December 2010 20 N/A 48 30

' Wasghted averaga falr value.

The fair values were determined using a modified versicn of the binomial model This method incorporated expected dvidends but no other
features into the measurements of far value

The charge for share-based payments in respect of the AstraZeneca Performance Share Plan, the US incentve share schemes and restncted
stock unit award plan 1s $120m (2009 $81m, 2008 $53m) The plans are equity setlled

Share option plans

At 31 December 2010, there were options cutstanding under the AstraZeneca Savings-Related Share Option Plan and the AstraZeneca
Share Qption Plan

AstraZeneca Annual Report and Form 20-F Information 2010 Financial Statements 175

Mmalnay ssauisng MIIAIBAD

aosueuianoy sjesodion

o
5
]
>
o
-
»
-
&
—
o
3
D
3
-
w

UONELLLIOJU] [BUCIIPPY



Financial Statements

24 Employee costs and share option plans for employees continued

{1} Summary of the AstraZeneca Share Option Plan

This s a share option plan for employees of participating AstraZeneca Group companies which was approved by shareholders at the Company's
AGM in 2000 The first grant of options occurred in August 2000 for a period of 10 years The final grant of options under the plan was in
August 2009 There were no grants of options under the ptan in 2010 and no further grants will be made The Rermuneration Committee set
the policy for the Company's operation of the plan and, in accordance with the rules of the plan, conducted a review of the plan in 2004

Elgibiity
Any AstraZeneca employee could be recommended from tme to time for the grant of an option The Remuneratron Committee set the
policy for the Company's operation of the plan including as regards which employees were eligible to participate

Grant of options
Options were not granted dunng a close penod The grant of aptions was supervised by the Remuneration Committee No payment was
required for the grant of an ogtion Options are not transferable Options were granted over AstraZeneca Ordinary Shares or ADSs

Acquisiion price

The price per Ordinary Share payable upon the exercise of an option 1s not less than an amount egual to the average of the middie-market
closing pnce for an Ordinary Share or ADS of the Company on the London or New York Stock Exchange on the three consecutive dealing
days immediately before the date of grant {or as otherwise agreed with HM Revenue & Customs) Where the option 1s an option to subscnbe,
the pnce payable upon exercise cannot be less than the nomemal value of an Ordinary Share of the Company

Exercise of options

An option will normally be exercisable between three and 10 years following its grant provided any relevant performance condiion has been
satisfied Opbons may be satisfied by the issue of new Ordinary Shares or by existing Ordinary Shares purchased in the market The Remuneration
Committee sets the policy for the Company's operation of the plan including as regards whether any performance target(s) will apply to the
grant and/or exercise of each eligible employee’s option Options normally lapse on cessation of employment Exercise 1s, however, permitted
for a imited penod following cessation of employment either for reasons of injury or disability, redundancy or retirement, or at the discretion
of the Remuneration Committee, and on an amalgamation, take-over or winding-up of the Company

{2) Summary of the AstraZeneca Savings-Related Share Option Plan (SAYE Scheme)
The AstraZeneca Savings-Related Share Option Plan was approved by shareholders in 2003 for a penod of 10 years The first grant of options
under this plan was made in September 2003

Eligibility
UK-resident employees of participating AstraZeneca companies are automatically eligible to participate

Grant of options

Imatations to apply for options may be 1ssued within six weeks after the announcement by the Company of its results for any penod and at
other tmes in circumstances considered to be exceptional by the Directors No imvitations may be 1ssued later than 10 years after the approval
of the scheme by shareholders Options may only be granted to employees who enter into HM Revenue & Customs-approved savings
contracts with the savings body nominated by the Company, under which monthly savings of a fixed amount {currently not less than £5 nor
more than £250) are made over a penod of three or five years The number of Ordinary Shares over which an option 1s granted will be such
that the total amount payable on its exercise will be the proceeds on matunity of the related savings contract No payment will be requirect
for the grant of an option Options are net transferable

Indndual participation
Monthly savings by an employee under all savings contracts linked to options granted under any Save As You Earn scheme may not exceed
£250 or such lower amounts as may be determined by the Dirrectors

Acquisition price
The pnce per Ordinary Share payable upon the exercise of an option will not normally be less than the higher of

&) 90% of the anthmetical average of the middie-market quotations for an Ordinary Share on the London Stock Exchange on three consecutive
dealing days shortly before the date on which invitatrons to apply for options are 1ssued (provided that no such day may fall before the
Company last announced its results far any penod) or such other dealing day or days faling within the sx-week penod for the 1ssue of
inwtations, as the Directors may decide, and

b} the nominal value of an Ordinary Share {unless the option ts expressed to relate only to existng Ordinary Shares)

Exercise of options

An ophon will normally be exercisable only for six months commencing on the third or fifth anniversary of the commencement of the related
savings contract Optons are satisfied by the issue of new Qrdinary Shares Options normally lapse on cessation of employment Exercise
18, however, permitted for a imited penod (mespective of the penod dunng which the option has been held) following cessation of employment
in certain compassionate crcumstances and/or where an option has been held for more than three years (except on dismissal for misconduct)
and/or on an amalgamation, take-over or winding-up of the Company
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24 Employee costs and share option plans for employees continued
(3} Summary of the Zeneca 1994 Executive Share Ophon Scheme (1994 Scheme)
The Zeneca 1994 Executive Share Option Scheme was introduced in 1994 The last date for the grant of optians was 16 March 2000 and the o
scherne was replaced by the AstraZeneca Share Opbon Plan Options granted under the 1994 Scheme are normally exercisable between <
three and 10 years following grant, provided the relevant performance conadition has been satisfied Options are satisfied by the issue of new g
Ordinary Shares The performance condition applicable to the 1994 Scheme was that earnings per share must have grown by at least the o
in¢rease in the UK Retall Price Index over three years plus 3% per annum Satisfaction of this condition was tested annually by reference to 3
the audited financial statements All options granted under the 1994 Scheme have become exercisable, the performance conditions having
been satisfied There are no lenger any options outstanding under the 1994 Scheme, the remaning outstanding options having tapsed or been
exercrsed in 2010
AstraZeneca Share Option Plan SAYE Schemes 1994 Schems
Qptions WAEP' Qptions WAEP! Options WAEP!
0C0 pence 000 pence 000 pence
At T January 2008
Options outstanding 42 560 2451 2720 2226 1490 2364
Movements during 2008 w
Options granted 14,858 1887 483 2398 - - c
Options exercised @577 2204 675) 2062 ©9) 2620 g
Options forfeited (2,273} 2622 (3288) 2291 {106) 2594 @
Waeighted average fair value of options granted during the year 404 499 - g
At 31 Dacember 2008 ‘:E
Options outstanding 52,568 2978 2,140 2304 1285 2934 <
Movements duning 2009 g
Ogptions granted 15 246 2281 351 2563 - -
Options exercised 2,275) 2213 (286) 2258 (317) 2670
Options forfarted (3,191) 2604 (169) 2340 (51) 2688
Weighted average farr value of options granted during the year 423 425 -
At 31 December 2009
Options outstanding 62,398 2601 2,036 2349 917 2734
Movements during 2010 o
Options granted - - 276 2007 - - Py
Opticns exarcised (10,144) 2538 {455) 2216 {765) 2714 a
Opticns forfeted {3,189) 2470 (183) 2559 (152) 2714 o
Weighted average far value of options granted during ths year - 267 - %
At 31 December 2010 o
Options outstanding 49,065 2439 1,674 2455 - - o
3
1882 to 216410 §
Range of exarcise pnees 3487 3001 - 35
Weaghted average remaning contractual ifs 2,185 days 1,062 days - 8
Options exercisable 24,292 2799 65 2204 - -

! Weighted average exercise prce

The far value of options 1s estimated at the date of grant using the Black-Scholes option pricing model The following table gives the assumphons

applied to the options granted in the respective periods shown Expectations of earty exercise are incorporated into the model n
=]
2010 2009 2008 %
Avarage share price (pence) 3058 2651 2295 %
Waeighted average exercise price (pence) -
AstraZeneca Shara Opton Plan - 2281 1887 g
SAYE Schernes 2907 2553 2398 =
Expected volatility {36) 200 250 250 =
Dividend yield (%) 55 40 32 g
Risk-free interest rate (%) 25 37 a3 iy
Expected ives AstraZeneca Share Option Plan {years) 60 80 60
Expected Ives SAYE Schemes {years) 42 42 40

The expected volatiity 1s based on the histonc volatiity {calculated based on the weaighted average remaiming fife of the share options) adjusted
for any expected changes to future volatility due to publicly available information

No other features of pptions granted were incorporated into the measurement of far value

The charge for share-based payments in respect of share options 1s $53m (2009 $105m, 2008 $125m) which 1s compnsed entirely of
equity-settled transactions
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Financial Statements

25 Commitments and contingent habilihes

2010 2009 2008
$m $m $m
Commitments
Contracts placed for future capital expenditure on property, plant and equipment and
softwara development costs not provided for in these accounts 259 368 178

Guarantees and contingencies ansing in the ordinary course of business, for which no secunty has been given, are not expected to result n

any matenal financial loss

Research and development collaboration payments

The Group has various ongoing collaborations including in-icensing and simitar arangements with development partners Such collaborations
may require the Group to make payments on achievement of stages of development, launch or revenue milestones although the Group generally
has the nght to terminate these agreements at no cost The Group recognises research and development milestones as intangible assets
once it 1s committed to payment, which 1s generally when the Group reaches set tngger points in the development cycle Revenue-related
milestones are recognised as intangible assets on product launch at a value based on the Group's long-term revenue forecasts for the
related product The table below indicates potental development and revenue-related payments that the Group may be required to make

under such collaboraticns

Years 5

Total Under 1 ysar Years 1and2 Years3and 4 and greater

$m $m $m $m

Futura potential research and development rmilestone payrnents 3,106 115 M 646 1,634
Future potential ravenuse milestone payments 3,234 - 2 70 3,162

The table includes all potential payments for achievement of milestones under ongoing research and development arrangements Revenue-
related milestone payments represent the maximum possible amount payable on achievement of specified levels of revenue as set out In
indmdual contract agreements, but exclude vanable payments that are based on unit sales (eg royalty-type payments) which are recognised
as the associated sale 1s recognised In the comprehensive Income statement The table excludes any payments already captalised in the
financial statements for the year ended 31 December 2010 and excludes payments under the Merck agreements (detaiied below)

The future payments we disclose represent contracted payments and, as such, are nct discounted and are not nsk adjusted As detaled in
the Pnncipal nsks and uncertainties section from page 96, the development of any pharmaceutical product candidate 1s a complex and nsky
pracess that may fail at any stage in the development process due to a number of factors (including tems such as fallure to obtan regulatory
approval, unfavourable data from key studies, adverse reactions to the product candidate er indications of other safety concerns) The timing of
the payments 15 based on the Group's current best estimate of achievement of the relevant milestone

Arrangements with Merck

Introduction

In 1982, Astra AB set up a jont venture with Merck & Co, Inc

(now Merck Sharp & Dohme Corp , a subsidiary of the new Merck
& Co, Inc that resulted from the merger with Schenng-Ploughy)
{Merck) for the purposes of selling, marketing and distributing
certain Astra products in the US In 1998, this joint venture was
restructured (Restructunng) Under the agreements relating to the
Restructunng (Agreements), a US Iimited partnership (Partnership)
was formed, in which Merck 1s the imited partner and AstraZeneca
15 the general partner, and AstraZeneca obtained control of the joint
venture’s business subject to certain imited partner and other nghts
held by Merck and its affilates These nghts provide Merck with
safeguards over the actvities of the Partnership and place irnitations
on AstraZeneca’s commercial freedom to operate The Agreements
provided for

> A payment to Merck in the event of a business combination
between Astra and a third party in order for Merck to relinquish
certan claims to that third party's products

> Annual contingent payments

> Termination arrangements which cause Merck to relinquish its
Interests in AstraZeneca's products and activities in stages,
some of which are mandatory and others optional

These elements are discussed in further detall below, together with
a summary of their accounting treatments

Payment in the event of a business combination

On the merger of Astra and Zeneca, a one-time lump sum payment
of $809m was tnggered As a result of this payment, Merck
relinquished any claims it may have had to Zeneca products

This payment was expensed at the point of merger since it caused

no incremental benefits over the prior years' aggregate Astra and
Zeneca performance to accrue to the merged AstraZeneca entity

178 Financial Statements

Annual contingent payments

AstraZeneca makes ongoing payments to Merck based on sales of
certain of its products in the US {the ‘contingent payments’ on the
‘agreement products’} AstraZeneca will continue to make contingent
payments to Merck until at least 2012 Contingent payments
{excluding those in respect of Prilosec, Nexium and the authonsed
generic version of felodiping) ceased in 2010 as AstraZeneca
exercised the First Option (as chscussed under First Option below),
contingent payments in respect of Prfosec and Nexium will cease
In late 2012 if AstraZeneca exercises the Second Option that year
{as discussed under Second Option below), contingent payments
in respect of the authonsed genenc version of felodipine will continue
at least untl June 2G11

The annual contingent payments on agreement products are
expensed as incurred

Termination arrangements

The Agreements provided for amrangements and payments under
which, subject to the exercise of certain optons, the nghts and
nterests in AstraZeneca’s activities and products held by Merck
mmediately pnor to the merger would be terminated, including
detalls of

> the Advance Payment

> the Partial Retirerment

> the True-Up

> the Loan Note Recewable
> the First Option

> Second Option

AstraZeneca Annual Report and Form 20-F Information 2010




25 Commitments and contingent habilities continued
Advance Payment

The merger between Astra and Zeneca in 1999 tnggered the first
step In the termination arrangements  Merck relinguished all nghts,
Including contingent payments on future sales, to potential Astra
products with no existing or pending US patents at the time of the
merger As a result, AstraZeneca now has nghts to such products
and 1s releved of potential obligations to Merck and restrictions in
respect of those products (including annual contingent payments),
affording AstraZeneca substantial freedorn to exploit the products
as It sees fit

At the tme of the merger, the Advance Payment was paid It was
calculated as the then net present value of $2 8bn discounted from
2008 1o the date of merger at a rate of 13% per annum and amounted
1o $967m It was subject to a true-up in 2008 (as discussed under
True-Up below)

Partial Retiremment

In March 2008, there was a partial retirement of Merck's imited
parinership interest by payment to Merck of an amount calculated
as a multiple of the average annual contingent payments from
2005 to 2007 on the relevant products, plus $750m The payment
was $4,271m

Upon the Partial Retirement, Merck's nghts in respect of certain of the
agreement products ended The products covered by the Partial
Retirement include Toproi-Xt, Pulmicort, Rhinocort and Symbicort

True-Up

In 2008, in accordance with the Agreements, there was a True-Up of
the Advance Payment The True-Up amount was based on a multiple
of the average annual contingent payments from 2005 to 2007 in
respect of all the agreement products with the exception of Priosec
and Nexiurm (subject to a minimum of $6 8bny), plus other defined
amounts {totalling $312m) In accordance with the Agreements,

the calculated amount was then reduced by the Appraised Value
{as discussed under ‘First Option’ below), the Partial Retirement
and the Advance Payment (at its undiscounted amount of $2 8bir)
This True-Up amount was settled in an amount equal to $241m
owed by Merck to AstraZeneca

Loan Note Recewvable

Included in the assets and labilities covered by the Restructunng was
aloan note receivable by AstraZeneca from Merck with a face value
of $138bn In 2008, at the same time as the settiement of the Partial
Retirement and the True-Up, Merck settled the loan note recevable
by paying AstraZeneca $1 38bn

If Merck had exercised the First Option in 2008, the net mimmum
payment that would have been made to Merck would have been
$3 3o, being the mimmum combined payments of $4 7bn specified
In the Agreements on the Partial Retirernent, the True-Up and First
Option, less the repayment of the loan note of $138bn In accounting
for the Restructunng in 1998, the loan note was included In the
determination of the far values of the assets and labilities to be
acquwed At that time, the loan note was ascnbed a fair value of zero
on acquisit:on and on the balance sheet, because It was estimated
that the net mimnimum payment of $3 3bn equated to the farr value
of the nghts to be acquired under the Partial Retirement, True-Up
and First Option

First Cption

In accordance with the Agreements, n 2008 a calculation was
made of the Appraised Value, being the net present value of the
future contingent payments in respect of all agreement products
not covered by the Partial Retirement, other than Priiosec and
Nexum The Appraised Value was calculated in 2008 as $647m

Payment of the Appraised Value to Merck in March 2008 would
have taken place only If Merck had exercised the First Option in

AstraZeneca Annual Report and Form 20-F Information 2010

2008 Merck did not exercise this option Under the Agreements
AstraZeneca could exercise the First Option i the first two months
of 2010 for a sum equal to the 2008 Appraised Value

In 2010, AstraZeneca gave Merck an imevocable notice of its intention
to exercise the First Option Payment of $647m to Merck was made
on 30 Apnl 201C This payment resulted in AstraZeneca acquinng
Merck's interasts in products covered by the First Option including
Entocort, Atacand, Plendf and the authonsed generic version of
felodipine, and certain products stil in development (prncipally
Briinta and lesogaberan {AZD3355)} On 30 Apnl 2010, contingent
payments on these products ceased with respect to penods after
this date (except for contingent payments on the authonsed genenc
version of felodiping, which will continue at least until June 2011)
and AstraZeneca obtained the abiiity to exploit these products

and other opportunities in the Cardiovascular and Neuroscience
therapy areas As detaled in Note 9, the ntangble asset relating to
lesogaberan (AZD3355) of $128m was subsequently impaired to a
value of nil following a deciston to terminate further development of
this compound )

Second Option

AstraZeneca may exercise a Second Option o repurchase Merck’s
interests in Pnlosec and Nexium inthe US This option 1s exercisable
by AstraZeneca in 2012, or in 2017, orif combined annual sales of
the two products fall below a minimum amount AstraZeneca's
consummation of the Second Option will end the contingent
payments In respect of Prifesec and Nexium and will effectively end
AstraZeneca’s relatonship with, and obligations to, Merck {other than
some residual manufactunng arrangements} In September 2010,
AstraZeneca and Merck reached an agreement with respect to

the treatment of Vimoveo under the Agreements, pursuant to which
AstraZeneca will pay Merck certain amounts with respect to Vimovo
only if it exercises the Second Option and as part of the exercise
price for the Second Option

The exercise price for the Second Option 1 the net present value of
the future annual contingent payments on Nexium and Prifosec as
determined at the tme of exercise and the net present value of up
o 5 percent of future US sales of Vimovo, with the precise amount
dependent on the level of annual sales and the tirming of the option
exarcise The exercise price of the Second Option cannot be
determined at this time

Accounting treatment of termination arrangements

AstraZeneca considers that the termination arrangements descnbed
abave represent the acquistion, In stages, of Merck’s interasts in
the Partnership and agreement products (including Merck's nghts
to contingent payments} and depend, in part, on the exercise of the
First and Second Options The effects will only be reflected in the
financial statements as these stages are reached If and when all
such payments are made, AstraZeneca will have unencumbered
discretion m its operations in the US market

AstraZeneca anticipates that the benefits that accrue under all of
the termination arrangements anse

> Currently, from the substantal freedom over products acquired
or discovered post-merger

> On oceumence of each stage of such arrangements, from
enhanced contributions from, and substantial freedom over,
those products that have already been launched {for example,
Pulmicort, Symbicort, Rhinocort and Atacand), and these that
are in development

Economic benefits include relief from contingent payments,
antiipated cost savings from cessation of manufactunng
arrangements and other cost efficiencies, together with the
strategic advantages of increased freedom to operate

Financial Statements 179
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Financial Statements

25 Commitments and contingent iabilities continued

The Advance Payment has been accounted for as an intangible
asset and 1s being amortised over 20 years This approach reflects
the fact that, under the Agreements, AstraZeneca has acqured nghts
releving it of potential obligations and restnctions in respect of Astra
products with no existing or pending patents at the time of merger
Although these nghts apply In parpetuity, the penod of amortisation
of 20 years has been chosen to reflect the typical tmescale of
development and marketing of a product

The net payment made in 2008, consisting of the Partial Retrement
of $4 271bn less the True-Up of $241m and loan note recevable of
$1 38bn, in total $2 6bn, has been capitalised as ntangible assets

Part of the net payment made in 2008 resulted in AstraZeneca
acquinng Merck's interests in certain AstraZeneca products, ncluding
Fulmicort, Rnocort, Symbicort and Toprol-XL Conseguently
AstraZeneca no longer has to make contingent payments on these
products to Merck and has obtaned the ability to fully exploit these
products and to fully exploit other opportunities in the respiratory
therapy area that AstraZeneca was previously prevented from doing
by Merck’s interests in these products Intangble assets aggregating
$994m have been recogrised In respect of these acquired product
nghts and these are being amortised over vanous penods, giving
nse to an annual expense of approximately $60m going forward

The balance of the net payment made in 2008 ($1,656m) represented
‘non-refundable deposits’ for future product nghts associated with
the First and Second Options in 2010, $847m was recognised as an
intangible asset as a result of payment of the Appraised Value for the
First Option (see above) Together with the $1,656m non-refundable
deposits recognised in 2008, the total sum of $2,303m was allocated
as follows $689m to conungent payment relief, $1,140m to intangible
assets reflecting the ability to fully explort the products in the
cardiovascular and neuroscience therapy areas, and $474m as
nen-refundable deposits associated with the Second Option

The intangible assets recognised on exarcise of the First Option
gre nse to an addivonal amortisation expense in the range of
$20m to $50m per annum charged to cost of sales in respect of
contingent payment relief, the precise amount dependent upon the
launch status of the covered pipeline compounds, and an additonal
charge to SG&A of around $60m per annum Arnortisation on these
intangible assets began when the $647m payment was made on
30 Apnl 2010 The remaining $474m relating to the non-refundable
deposits will not be subject to amortisation until the Second Option
1s exercised and the related product nghts are acquired If the Second
Option s exercised then amortisation related o the ability to explont
opportunities in the gastrontestina therapy area will commence, in
the amount of around $25m per annum (charged to SG&A), as well
as an as yet indeterminable amount of amortsation related to relief
from contingent payments

The intang:ble assets relating to purchased preduct nights and the
intangible assets relatng to non-refundable deposits are subject

to imparrment testing and would be partally or wholly tmpaired i

a product 1s withdrawn or If actmity in any of the affected therapy
areas 1s significantly curtaded Consequently, following the
discontinuation of the development of lesogaberan {(AZD3355) In
the third quarter of 2010, an impairment of $128m was recognised
if it becomes probable that the Second Optron will not be exercised,
the non-refundable deposiis for the product nghts to be acquired
under the Second Option will be expensed immediately

180 Financial Statements

Environmental costs and habilities

The Group's expenditure on environmental protection, Including both
capital and revenue items, relates to costs which are necessary for
implementing intemal systems and programmes, and meeting legal
and regulatory requirements for processes and products

They are anintegral part of normal ongaing expenditure for camying
out the Group's research, manufactunng and commercial operations
and are not saparated from overall operating and development costs
There are no known changes in legal, requiatory or other requirements
resuiting in matenal changes to the levels of expenditure for 2008,
2009 or 2010

In addition to expenditure for meeting current and foreseen
environmental protection requirements, the Group ncurs costs In
investigating and cleaning up land and groundwater contamination
In particular, AstraZeneca has environmental liabilities at some
currently or formerly owned, leased and third party sites

In the US, Zeneca Inc, and/or its indemnitees, have been named as
potentially responsible parties (PRPs) or defendants at approximately
18 sites where Zeneca Inc s likely to incur future environmental
investigation, remediation, operation and mantenance costs under
federal or state, statutory or commen law environmental kabiity
allocation schemes {together, US Environmental Conseguences)
Similarty, Stauffer Management Company LLC {SMC), which was
established in 1987 to own and manage certain assets of Stauffer
Chemical Company acquired that year, and/or its indemnitees,
have been named as PRPs or defendants at approximately 31 sites
where SMC s likely to incur US Environmental Censequences
Outside the US, AstraZeneca has gven ndemnities to third parties
In respect of approximately 22 sites These environmental habiites
anse from legacy operations that are not part of the Group's current
pharmaceuticat business and, at most of these sites, remechation,
where required, 1s either completed or neanng completion

AstraZeneca has made provisions for the estimated costs of future
environmental investigation, remediation, operation and mamtenance
activity bayond normal ongotng expenditure for mantaining the
Group's R&D and manufactunng capacity and product ranges
Where a present obligation exists, it 1s probable that such costs will
be incurred and they can be estimated reliably With respect to such
estimated future costs, thera were provisions at 31 December 2010
In the aggregate of $106m, which mamly relate to the US These
provisions do not include possible addional costs that are not
currently probable Where we are jointly lable or otherwise have cost
sharing agreements with third parties, we reflect only our share of
the obligation Where the liabality 15 insured in part or irn whole by
Insurance or other arrangementts for rembursement, an asset 1S
recognised to the extent that this recovery is virtually certain

It s possible that AstraZeneca could incur future environmental
costs beyond the extent of gur current provisions The extent of
such possible additional costs 1s inherently difficult to estimate due
to a number of factors, including (1) the nature and extent of clams
that may be asserted in the future, (2) whether AstraZeneca has or
will have any legal obligation with respect to asserted or unasserted
claims, (3} the type of remedial action, If any, that may be selected
at sites where the remedy 15 presently not known, (4) the potential
for recovenes from or allocation of habilty to third parties, and

{5) the length of time that the environmental nvestigation, remediation
and hability allocation process can take Notwithstandirgg and subject
to the foregoing, It 1s estimated that potentia! additional loss for future
environmental Irvestigation, remediation and remedial operation

and mantenance actvity above and beyond our provisions could
be, in aggregate, n the order of $20m to $40m, which relates solely

to the US
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25 Commitments and contingent habilities continued

Legal proceedings

AstraZeneca Js Involved i vanous legal proceedings considered
typical to its bustness, including actual or threatened Iitigation and/
or actual or potential government investigations relating to
employment matters, product hability, commerciat disputes, pricing,
sales and marketing practices, infringement of intellectual property
nghts, the validity of certain patents and anti-trust laws The more
sigmificant matters are discussed below

Most of the clams mvalve hrghly complex issues Often these 1ssues
are subject to substantial uncertainties and therefore the probability
of aloss, If any, being sustained and an estimate of the amount of
any loss s difficult to ascertan Consequently, for a majonty of these
clams, it1s not possible to make a reasonable estimate of the
expected financial effect, if any, that wall resutt from ultinate resolution
of the proceedings In these cases, AstraZeneca discloses information
with respect to the nature and facts of the cases

With respect to each of the iegal proceedings descnbed below,
other than those for which provision has been made, we are unable
10 make estimates of the possible loss or range of possible losses at
this stage, other than as set forth herein Wea also do not believe that
disclosure of the amount sought by plantiffs, If that 1s known, would
be meaningful with respect to those legal proceedings This 1s due
to a number of factors, mcluding (1) the stage of the proceedings
{in many cases tnal dates have not been sat) and the overall length
and extent of pre-tnal discovery, (2) the entiiernent of the parties to
an action to appeal a decision, (3) clanty as to thecrnes of lability,
damages and governing law, (4) uncertainties in timing of liigation,
and {5) the possible need for further legal proceedings to establish
the appropnate amount of damages, If any

However, although there can be no assurance regarding the cutcome
of any of the legal proceedings referred to in this Note 25, based
on managerment’s current and considered view of each situation,
we do not currently expect thern to have a matenal adverse effect
on our financial positon This position could of course change over
time, not least because of the factors referred to above

In cases that have been settled or adjudicated, or where quantifiable
fines and penalties have been assessed and which are not subject
to appeal (or ather similar forms of relief), or where a loss I1s probable
and we are able to make a reasonable estimate of the loss, we
ndicate the loss absorbed or the amount of the provision accrued

Where it 15 considered that the Group s more likely than not to prevar,
legat costs nvolved in defending the claim are charged to profit as
they are ncurred

Where 1t 1s considered that the Group has a vald contract which
provides the nght to reimbursement {from insurance or otherwise)
of legal costs and/or all or part of any loss incurred or for which

a provision has been established, and we consider recovery to

be virtually certain, the best estmate of the amount expected to be
receved 1s recognised as an asset

Assessments as to whether or not to recognise provisions or assets,
and of the amounts concerned, usually involve a senes of complex
judgements about future events and can rely heavily on estimates
and assumptons AstraZeneca believes that the provisions recordad
are adequate based on currently avallable information and that the
insurance recovenss recorded will be recewved However, given the
inherent uncertainties involved in assessing the outcomes of these
cases, and in estimating the amount of the potential losses and the
asscctated insurance recovenes, we could in future penods incur
Judgments or insurance settlements that could have a matenal
adverse effect on our results In any particular penod
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Intellectual property clams include challenges to the Group's patents
on vanous products or processes and assertions of non-infingement
of patents A loss In any of these cases could result In loss of patent
protection on the related product The consequences of any such
loss could be a significant decrease in sales of the product, which
could have a matenally adverse effect on our future results

The lawsunts pending against compantes that have filed ANDAs In
the US, seeking to market genenc forms of products sold by the
Group pnor to the expiry of the applicable patants covenng these
products, typically iInclude allegations of non-infringement, invalidity
and unenforceability of these patents In the event that the Group 1s
not successful n these actons or the statutory 30-month stay expires
before a nuing 1s obtained, the companies involved will also have the
ability, subject to FDA approval, to introduce genenc versions of the
product concerned

AstraZeneca has full confidence in, and will wgorously defend and
enforce, its intellectual property

Accolate (zafirlukast)

Patent litigation — US

As previcusly reported, in June 2008, AstraZeneca commenced
patent nfingement itigation against Dr Reddy’s Laboratones, Ltd
and Dr Reddy's Laboratones, Inc (together, DRL) i the US Distnct
Court for the Distnct of New Jersey for infnngement of US Patent
Nos 5,319,097 (the '097 patent), 5,482,963 (the '963 patent) and
6,143,775 (the '775 patent) In 2009, the parties agreed to dismiss
without prejudice all clams and counterctaims based on the '097
and ‘775 patents In February 2010, DRL filed a motion for summary
Judgment based on presecution history estoppel AstraZeneca
applied for summary judgment in response In Novemnber 2010,

the US Bistrict Court for the District of New Jersey dernied
AstraZeneca’s motion and granted DRL a summary judgment that
DRUs zafitukast tablets did not infinge the 963 patent In December
2010, AstraZeneca filed a Notice of Appeal to the US Court of Appeals
for the Federal Circurt In January 2011, AstraZeneca and DRL
entered nto a settlement agreement under which AstraZeneca wilt
dismiss its appeal and give DRL a covenant-not-to-sue respecting
DRUs zafilukast ANDA product

Anmidex (anastrozole)

Patent hthigation — Canada

In 2009, AstraZeneca receved a Notice of Allegatton from Mylan
Pharmaceutcals ULC (Mylan) in respect of Canadian Patent No
1,337,420 (the 420 patent} isted on the Canadian Patent Register
for Anmidex AstraZeneca filed a Notice of Application in federal
court seeking an order prohibiting the Minister of Health from issuing
a Notice of Compliance to Mylan for its anastrozole tablets until the
expiration of the "420 patent In October 2010, the hearing in this
matter was scheduled for three days commencing on 31 May 2011

Atacand (candesartan cilexetil)

Patent Itigation - US

In Nevember 2010, AstraZeneca receved a Paragraph IV Certrfication
notice-letter from Apotex inc (Apotex) informing AstraZeneca that
Apotex was seetung approval o market a genenc version of Atacand
prior to the exprration of US Patent No 5,534,534 (the "534 patent)
Apotex alleged that its product did not infnnge the '534 patent
AstraZeneca did not file suit In response to Apotex’s letter

Patent Iitigation — Canada

In Apnl 2009, AstraZeneca received a Notice of Allegatien from
Sandoz Canada Inc (Sandoz) in respect of Canadian Patent Nos
2,040,955 (the "355 patent) and 2,083,305 (the '305 patent) isted
on the Canadian Patent Register for Atacand Sandoz indicated 1t
would await the expiry of the "955 patent, but alleged that the '305
patent was not infnnged and was not property isted on the Canadian
Patent Register
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Financial Statements

25 Commitments and conttngent habilities continued

In May 2009, AstraZeneca filed a Notice of Application in federal
court seeking an order prohibiting the Minister of Health from
1ssuing a Notice of Compliance to Sandoz for its 4, 8 and 16mg
candesartan cilexetl tahlets untl the exprration of the '305 patent
in December 2009, AstraZeneca discontinued the proceeding

In March 2010, AstraZeneca receved a Notice of Allegation from
Cobatt Pharmaceuticals Inc {Cobalt) in respect of the 955 and
‘305 patents listed on the Canadian Patent Register for Atacand
Cobalt has confirmead it will awart the expiry of the '955 patent
For the ‘305 patent, Cobalt alleges that the patent 1s not nfinged,
15 Invahd, irrelevant and not properly listed AstraZeneca did not
commence an application in response

In Apnl 2010, AstraZeneca received a Notice of Allegation from
Pharmascience Inc (PMS}in respect of the '305 patent isted on
the Canadian Patent Register for Atacand PMS alleges that the
formulation patent 1s not infanged PMS has not addressed the
'965 patent and must awart its expiry In Apnl 2011 before it may
recene its marketing authonsation AstraZeneca did not commence
an application in response

In May 2010, AstraZeneca receved a Notice of Allegation from
Mylan Pharmaceuticals ULC (Mytan) in respect of the '955 and '305
patents isted on the Canadian Patent Regsster for Atacand Mylan
has confirmed it will awart the expiry of the '955 patent Mylan
alleged that the "305 patent 18 not infringed, 1s improperly listed
and s invald AstraZeneca did not commence an application

In response

In June 2010, AstraZeneca receved a Notice of Allegation from
Sandoz in respect of the '305 patent and relating to the 32mg
strength of Atacand, not previcusly addressed by Sandoz Sandoz
alleges that the '305 patent i1s not infnnged and 1s improperly bsted
Sandoz does not address the "955 patent and must await its expiry
before it may recewe its marketing authonsation AstraZeneca did
not commence an application in response

In August 2010, AstraZeneca recenved a Notice of Allegation from
Teva Canada Limited (Teva) in respect of the '955 patent and the
‘305 patent listed on the Canadian Patent Register for Atacand
AstraZeneca did not commence an apphcation in response In
December 2010, AstraZeneca recenved another Notice of Allegation
from Teva in respect of the "955 and "305 patents listed on the
Canadian Patent Register for Atacand Teva has confirmed it will
await the expiry of the '955 patent AstraZeneca Is evaluating the
alegations

None of Sandoz, Cobalt, PMS, Mylan or Teva may receive a marketing
authonsation before Apnl 2011

Patent iigation — Brazil

in October 2010, an infringement action with a request for an
intertocutory Imunction was filed aganst Sandoz do Brasil Industna
Farmaceutica Ltda (Sandoz) in the Central Court of S&o Paclo
The Court denied the request for an interlocutory imunction on
22 October 2010 Takeda Pharmaceutical Company Ltd and
AstraZeneca have filed a joint appeal Sandoz has responded

and a decision 1s expected in the first quarter of 2011

Patent litigation - EU

In Portugal, a request was filed with the Lisbon Administrative
Court of First Instance in December 2009 seeking a prelminary
njunction in the administrative courts in order to suspend the effect
of decisions taken by administrative bodies in Portugal to grant
Sandoz Farmacéutica imitada marketing authonsations for genenc
candesartan cilexetl The Court denied the preliminary injuncton
The decision has been appealed A simfar preliminary injunction
request was filed in Apnt 2010 with respect to PTR Pharma
Consuling Lda as an interested party Other similar preliminary
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Injunctien requests were filed in October 2010, with respect to
Laboratonos Azevedos - Industna Farmacéutica (Laboraténos
Azevedos), S A Ceamed, Servico e Consuftadona Farmacéutica
Lda (Ceamed) and Teva Pharma - Produtos Farmacéuticos Lda,
as interested parties regarding candesartan cilexetl and also in
combination with hydrochlorcthiazide Corresponding mean actions
have been intiated regarding alf the above mentioned matters

In addition 1o the previously reported cases, a preliminary injunction
request was filed in December 2010, with respect to Laboraténos
Azevedos and Ceamed as interested parties, in the capacity of
owners of the marketing authonsabens, and of apphcants of the
retal prices regarding candesartan clexetil containing genencs
‘The comesponding main action was filed in the administrative courts
also in December 2010, with the am of declanng null, or to annul,
the decisions taken by administrative bodies in Portugal granting
Laboratdnos Azevedos and Ceamed marketing authonsations

for genenc candesartan cilexeti, or to defer the effects of the said
decision, and to prevent the decision being taken by administrative
bodies regarding the metail pnces of the genenc products A preliminary
Inunciion request was filed i December 2010, with respect to
Labesfal - Laboratorios Almiro, S A {Labesfal) as an interested
party, in the capacity of owner of the marketing authonsations and
of applicants of the retall pnces regarding candesartan cilexgtil

and a combination of candesartan cilexetl and hydrochlorathiazite
contaning genencs The corresponding man action was filed in the
administrative courts in Decernber 2010, with the aim of declanng
null, or to annul, the decisions taken by administrative bodies in
Portugal granting Labesfal marketing authonsations for genenc
candesartan cilexetl and a combination of candesartan ciexetil
and hydrochlorothiazide, or to defer the effects of the said decision,
and to prevent the decision being taken by administrative bodies
regarding the retal prnices of the genenc products

Atacand HCT/Atacand Plus

{candesartan cilexetil/hydrochlorothiazide)

Patent iitigation - US

As previously reported, in 2008 and 2009, AstraZeneca and Takeda
Phamaceutical Company Lmited (Takeda) received Paragraph IV
Certification notice-letters from Matrx Laboratones Lirmited (Matnix)
and Sandoz Inc {Sandoz} notfying the parties that ANDAs had been
submitted to the FDA seeking approval to market genenc versions
of Atacand HCT in 32/12 5, 32/25 and 16/12 5mg dose forms
Matnx 1s a subsidiary of Mylan, Inc

Neither Matrix nor Sandoz challenged the two listed compound
patents, US Patent Nos 5,705,517 and 5,196,444, the latest of
which expires in June 2012 As a result, neither genenc filer can
market its candesartan cilexetil/hydrochlorothiazide (HCT)
comixnation product before December 2012, when the six-month
Paediatnc Exclusivity penod expires Matnx and Sandoz have
alleged that the remaining Orange Book patents hsted for Atacand
HCT, US Patent Nos 5,534,534, 5,721,263, 5,958,961 and
7,538,133 are Invald, unenforceable or nat Infringed AstraZeneca
and Takeda did not file a complaint for patent nfangement in
response to either nobce-letter

Patent Iitigation - Canada

In 2009, AstraZeneca received a Notice of Allegation from Sandoz
Canada Inc (Sandoz) in respect of Canadian Patent Nos 2,040,955
(the '955 patent), 2,083,305 {the '305 patent) and 2,125,251 {the '251
patent) isted on the Canadian Patent Register for Atacand Pilus
Sandoz has confirmed that # will await the expiry of the ‘955 patent,
but alleges that the *305 patent s not infinged and 1s not properly
Iisted on the Canadian Patent Register, and that the '251 patent is
not infringed, 15 Invalid and not properly histed In September 2009,
AstraZeneca filed a Notice of Application in federal court seeking
an order prohibiing the Minister of Health from 1ssuing a Notice of
Compliance to Sandoz for its 16/12 5mg candesartan cilexeti-HCT
tablets until the expiration of the 305 and *251 patents In January
2010, the court scheduled a heanng in the Sandez matter for four
days beginning on 9 May 2011
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25 Commitments and contingent habilities continued

In January 2010, AstraZeneca received a Notice of Allegation from
Mylan Pharmaceuticals ULC (Mylan} in respect of the '955, '305
and 251 patents On 12 January 2011, Mylan withdrew iis Notice
of Allegation and AstraZeneca discontinued its application on

17 January 2011

In Apnl 2010, AstraZeneca receved two Notices of Allegation from
Cobalt Pharmaceuticals Inc {Cobalt) In respect of the "305 and "251
patents isted on the Canadian Patent Register for Atacand Plus
Cobalt alleges that the '305 patent 1s not Infnnged, is Invaid, and 1s
irrelevant and not properly ksted Cobalt alleges that the ‘251 patent
15 not infrnged and 1s invalid Cobalt has indicated that it 1s prepared
to await its marketing approval untl after the '955 patent expires In
Apnl 2011 AstraZeneca commenced a proceeding in response In
June 2010

In Apnl 2010, AstraZeneca received a Notice of Allegation from
Pharmascence Inc (PMS) in respect of the "305 patent isted on
the Canadian Patent Register for Atacand Plus PMS alleges that
the '305 patent 1s not infringed  AstraZeneca commenced a
proceeding in response on 17 June 2010 On 20 December 2010,
AstraZeneca recerved a Nottee of Allegation from PMS in respect of
the 251 paternt AstraZeneca 1s evaluating the allegations PMS
has not addressed the '955 patent

In September 2010, AstraZeneca received a Notice of Allegation
from Teva Canada Limited (Teva) in respect of the *305 patent listed
on the Canadian Patent Regster for Atacand Plus Teva withdrew
its Notice of Allegation on 17 November 2010, and in response,

on 30 November 2010, AstraZeneca discontinued its application
responding to Teva's Notice of Allegation

Crestor (rosuvastatin calciumy)

Patent Itigation = US

US Patent No RE 37,314 (the ‘314 patent)

As previously reported, in 2007 and 2008, AstraZeneca and
AstraZeneca's licensor, Shionogi Seryaku Kabushiki Kaisha (Shionogi)
{together, the Plamntifis), filed lawsuits in the US District Court for the
Distnct of Delaware, against vanous parents or subsidianes of eight
genenc ANDA filers for infningement of the *314 patent, the patent
covenng rosuvastatin calcium, the active iIngredient in Crestor tablets

On 3 March 2010, Judge Joseph Farnan, in the US Distnet Court
for the Distnct of Delaware, completed the tnal of the consoldated
matter Following the tnal, on 26 March 2010, the Court approved
and signed the stipuiation and consent order of the Plamtiffs and
co-defendants, Aurobinde Pharma Ltd and Aurobindo Pharma USA
Inc , whereby Aurcbindo Pharma Ltd consented 16 junsdiction and
venue Aurcbindo Phama USA Inc agreed to be bound by any
judgment against Aurobindo Pharma Ltd and the Plaintiffs agreed in
exchange to dismiss the action aganst Aurobindo Pharma USA Inc

In June 2010, the Court 1ssued a decision finding infringement and
rejecting the defendants' arguments of invalidity and unenforceabiity
with respect to the 314 patent In August 2010, the defendants filed
Notices of Appeal to the US Court of Appeals for the Federal Circuit
The defendants filed their opening bnefs with the appellate court In
December 2010

For tnal, the Court retained junsdiction over Apotex Corp , which
participated in the triat However, the Court transferred the
infangement matter as it pertained to co-defendant, Apotex Inc
to the US Distrnct Court for the Southemn Distnct of Flonda The
Flonda Court stayed the Apotex Inc case pending the cutcome of
the appeal to the Federal Circut
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In May 2010, AstraZeneca receved a Paragraph IV Certfication
notice-letter from Glenmark Genencs Inc , USA (formerly, Glermark
Pharmaceuticals, Inc, USA) (Glenmark), challenging the 314 patent
In June 2010, the Plantffs filed a patent infringement action against
Glenmark in the US Distnct Court for the Distnet of Delaware On
15 November 2010, the Court approved the parties’ stipulation and
proposed order requesting the Court to enter judgment In favour of
the Plaintifis and to stay the Glenmark action in its entirety As part
of the stipulation, Glenmark conceded infrngement of the *314 patent
and agreed to be bound by the Court's June 2010 decision

The parties also agree to be bound by the results of any subsequent
appeal in the Plantiffs’ other Crestor ANDA litigation, which found
the '314 patent valid and enforceable

505(b)(2) NDA for rosuvastatin zinc tablets (the 314 patent)

In September 2010, AstraZeneca receved a Paragraph IV Certification
notice-letter from Watson Laboralones, Inc informing AstraZeneca
of the filing of its section 505(B)}2) NDA for rosuvastatin zinc tablets,
and challenging the "314 patent and the Crestor formulation patent
(US Patent No 6,316,460 (the ‘460 patent)) On 26 October 2010,
AstraZeneca and Shionog {together, the Plantiffs) commenced a
patent infingement action in the US Distnct Court for the Distnct of
Delaware {the Delaware Action} against Watson Pharmaceuticals,
Inc, Watson Pharma, Inc , Watson Laboratories, Inc and other
related entiies for infringement of the "314 patent On 10 November
2010, for umsdictional reasons, the Plaintiffs filed a duplicate
protective lawsuit in the US District Court for the Distnct of Nevada
{the Nevada Action) against Watson Pharmaceuticals, Inc, Watson
Phama Inc and Watson Laboratones, Inc On 23 December 2010,
pursuant to the parties’ joint stipulation 1n the Celaware Action
setting forth the agreement of Watson Laboratones, Inc to personal
jurisdiction in the Dustnict of Delaware and other admissions,
conditions, and agreements, the Court disrissed all of the Watson
co-defendants without prejudice, except Watson Laboratones, Inc
Watson Pharmaceuticals, Inc , Watson Pharma, Inc, Watson
Laboratones, Inc and other named Watson entities were
dismissed without prejudice from the Delaware action In

January 2011, AstraZeneca dismissed the Nevada Action

US Patent Nos 6,858,618 {the '618 patent}

and 7,030,152 (the 152 patent)

In Apri 2010, AstraZeneca commenced new patent infangement
actions involving Crestor in the US Distnct Court for the Distnct of
Delaware, based on the '618 and "152 patents Later in Aprl 2010,
AstraZeneca amended nine complaints, adding a co-plaintiff,

The Bnghams & Women's Hospital (BWH), AstraZeneca’s icensor
of the "152 patent, to the suits In these new infnngement actions,
AstraZeneca and BWH (together, the Plaintiffs) altege that the
defendants' onginal filngs or amendments of ANDAs seeking
approval to market genenc rosuvastatin calcium tablets pnor to the
expiration of these patents, nfnnge the '618 and '152 patents under
35 USC §271(e)(2) The '618 and '152 patents, which AstraZeneca
lists in the FDA's Orange Bock, relate respectively to the use of
rosuvastatin calcium for pnmary prevention of cardiovascular disease
and the treatment of heterozygous familial hypercholesterolemia
{HeFH) AstraZeneca obtained FDA approval for the use of Crestor
tablets for pnmary prevention of cardiovascular disease in February
2010 and for paediatne treatment of HeFH i October 2009

The new infnngement actions wers brought aganst (g} Aurobinde
Pharra Ltd, Aurobindo Pharma USA Inc (together, Aurobindo) (b)
Apotex Corp, () Cobalt Pharmaceutcals Inc , Cobalt Laboratones,
Inc {together, Cobalt) {d) Par Pharmaceuticals, Inc {g) Sandoz Inc
{Sandoz), () Mylan Pharmaceuticals, Inc {g) Sun Pharmaceutical
Industres Ltd , Sun Pharmaceutical Industnes Inc, Caraco
Pharmaceutical Laboratones Ltd {together, Sun) and (h) Teva
Pharmaceuticals USA, Inc These eight defendant groups were
also defendants in the '314 patent ingation descnbed above In
addition, AstraZeneca commenced a first patent infnngement
action against Glenmark Genencs Inc USA
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25 Commitments and contingent habilities continued

In May 2010, AstraZeneca received a Paragraph IV Certfication
notice-letter from Torrent Pharmaceuticals Limited (Torrent
Pharmaceuticals), challenging the 460 patent {the formulation
patend) In July 2010, the Plaintifis filed a patent infingernent action
agamnst Torrent Pharmaceuticals and Torrent Pharma Inc {together,
Torrent) in the US Distnct Court for the District of Delaware, based
on the '618 and '152 patents Torrent did not challenge the "314
patent in its Paragraph IV notice-letter

In July and August 2010, all of the defendants, except Sandoz, filed
Motions to Dismiss for lack of subject matter junsdiction and failure
to state a clam

In Novemnber 2010, the Court approved a stipulation and proposed
order of the Plantiffs and Torrent jointly requesting the Court to stay
the Torrent action As part of the stipulation, Torrent agrees to be
bound by the results of the first final decision and any appeals of
that decision, as prosecuted by the remaining defendants

In December 2010, the Court granted the Motions to Dismiss and
dismissed the infangement actions for lack of subject matter
Jjunsdiction The Court also ordered the Plamtiffs to show cause why
the clams against Sandoz, the sole non-movant, should not also
be dismissed In 2011, the Plantiffs filed Notices of Appeal to the
US Court of Appeals for the Federal Circutt In January 2011, the
Plaintiffs and Sandoz atso filed a joint response to the show cause
order, requesting that the Sandoz achon be stayed until after the
Federal Circunt renders s decision on the appeals or, altematively,
disrmisses it without prejudice

Patent Iihigation — Canacda

In 2008, AstraZeneca recenved Notices of Allegation from Novopharm
Limited {now, Teva Canada Limited) {Teva) and Apotex Inc
{Apotex), respectively, regarding Canadian Patent Nos 2,072,945
{the '945 patent) and 2,313,783 (the '783 patent) listed on the
Canadan Patent Register for Crestor AstraZeneca commenced
proceedings n response The Canadian Federal Court conducted
consecutive heanngs on the two matters beginning on 22 March
2010 and 29 March 2010 respectively In July 2010, AstraZeneca
reached comprehensive settlernent agreements with each of
Teva and Apotex to resolve Itigation between them As part of the
agreements, Teva and Apotex may enter the Canadian market In
Apnl 2012, or earlier, in certan crrcumstances The Canadian
substance patent expires in Juty 2012

In 2009, AstraZeneca recenved a Notice of Allegation from Cobalt
Pharmaceuticals, Inc (Cobalt} n respect of the 945 and '783 patents
In November 2010, AstraZeneca reached a comprehensive settiement
agreement with Cobalt, resoving the ir)gation, and as part of the
agreement, Cobalt may enter the Canadian market in Apnl 2012, or
eartier, n certain circumstances The Canadian substance patent
expires in July 2012

Also in 2009, AstraZeneca received a Notice of Allegation from
Sandoz Canada Inc {Sandoz) in respect of the '945 and '783 patents
In January 2011, AstraZeneca reached a comprehensive settlement
agreement resolving the Itigation, and as part of the agreement,
Sandoz may enter the Canadian market in Apnl 2012, or earler,

In certan crcumstances

In August 2009, AstraZeneca recenved a Notice of Allegation from
ratiopharm Inc {ratopharm) with respect to the '945 and '783 patents
AstraZeneca commenced an application in response In August
2010, AstraZeneca discontinued the appheation as a result of Teva's
acquistion of ratopharm

In February 2010, AstraZeneca received a Notice of Allegation from
Pharmascience Inc {(Pharmascience) in respect of the '945 and ‘783
patents Pharmascience alleges that the '845 and '783 patents are
not infnnged and are nvald AstraZeneca commenced an application
In response in Apnl 2010
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In July 2010, AstraZeneca received a Notice of Allegation from |
Ranbaxy Pharmaceuticals Canada Inc (Ranhaxy) regaraing the |
'945 patent, the '783 patent and Canadtan Patent No 2,315,141

{the "141 patent) Ranbaxy alleges certain of the claims of the '945,

'783 and 141 patents are not nfringed and that the patents are invaid

AstraZeneca commenced an application in response In August 2010

In August 2010, AstraZeneca receved a Notice of Allegation from

Mylan Pharmaceuticals ULC (Mylan) regarding the ‘945, '783 and 141

patents Mylan alleges certain of the claims of the '945, '783 and 141

patents are not mfinged and that the patents are invalld AstraZeneca

commenced an application in response In September 2010 :

Patent liigaton — EU

In Portugal, a preliminary injunction reguest was filed with the

Lisbon Administrative Court of First Instance in May 2010 seeking

a suspension of the effect of decisions taken by administrative bodies

in Portugal to grant Teva Pharma Lda (Teva) marketing authonsatons

for genenc rosuvastatin calcium, and to prevent the approval of the

retall price A similar preliminary injunction request was filed with

respect io Sandoz Farmaceutica Lda in June 2010 In October 2010,

the Court granted the preliminary injunction request to suspend the

effect of the decisions taken by the administrative bodies in Portugal

1o grant Teva marketing authonsation for genenc rosuvastatin The |
decision has been appealed by the admiristrative body, Infarmed, 1
and by Teva In November 2010, the Court granted the prelminary

injunction request to suspend the marketing authonsations for

genenc rosuvastatin granted to Sandoz Farmaceutica Lda The

decision has been appealed by Infarmed In November 2010, the Court

granted the prelimnary injunction request to suspend the marketing

authonsations for genenc rosuvastatin granted to Hexal AG The

decimion has been appealed by Infarmed Corresponding main actions

have been initiated regarding all the above menticned matters

Patent Iigation — Brazil

Torrent do Brasil (Torent) launched its genenc versions of Crestor in
earty October 2010 and AstraZeneca fied a request for a prelminary
njunction On 13 October 2010, the court of first instance granted the
requested injunction and ordered Tomrent to discontinue the sale and
marketing of these genenc products in Brazil and to recall products
already on the market Torrent appealed the decision The effects
of the preliminary injunctron were suspended by the court of first
nstance until the decision by the Court of Appeal The Court of
Appeal 13 likely to make ts decision in the first quarter of 2011

Other US patent Iiligation

In October 2010, n the Teva Pharmaceuticals Industnes Ltd (Teva)
patent nfrngement lawsuit against AstraZeneca, with regard to
Crestor, the US Distnct Court for the Eastern Distnct of Pennsylvania
granted AstraZeneca's motion for summary judgment invalidating
Teva's patent based on pnor nventorship AstraZeneca thereafter filed
a moton for attormeys’ fees, which was denied by the Court without
prejudice pending Teva's appeal, which it filed in November 2010

Entocort EC (budesonide) !
In 2008, AstraZeneca intiated patent infrngement actions aganst

Barr Laboratories, Inc (Barr} and Mylan Pharmaceuticals, Inc

{Mylan) for nfnngement of US Patent Nos 6,423,340 (the '340

patent) and 5,643,602 (the '602 patent} n the US Distnct Court for

the Distnct of Delaware

In May 2010, AstraZeneca entered mnto a settlernent agreement with
Barr {acquired by Teva Pharmaceutical Industnes Ltd in 2009, now,
Teva) Under the terms of the agreement, AstraZeneca has granted
Teva a heence to enter the US market with its genenc version of oral
budescnide on 15 February 2012, subject to regulatory approval
Alse In May 2010, AstraZeneca proceeded to tnal against Mylan
before Judge Gregory Sleet on the sole 1ssue of infnngement of the
'602 patent The Court has reserved judgment
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25 Commitments and contingent habilities continued
Fasilodex {fulvestrant)

Patent Iitigation — US

In 2008, AstraZeneca received a Paragraph |V Certification notice-
letter from Teva Parenteral Medicines, Inc (Teva Parenteral), informing
AstraZeneca that it had filed an ANDA to market a generic form of
Faslodex before the expiration of the Orange Book listed patents
coverng Fasiodex |n January 2010, AstraZeneca filed a patent
infrngement lawsuit against Teva Parenteral, Teva Pharmaceuticals
USA, Inc and Teva Pharmaceutical Industnes Lid {together, Teva)
n the US Distnct Court for the Distnct of Delaware for nfangement
of US Patent Nos 6,774,122 and 7,456,160 The case was assigned
to Judge Joel Pisano, sitting by designation due to judicial vacancy
in the Distnct of Delaware On 24 December 2010, Teva advised
AstraZeneca that it had requested the FDA to withdraw its ANDA
without prejudics to refie The Court has stayed the ktigation to permit
the parties to resolve the matter pending the FDA's acknowledgement
of the withdrawal

Iressa (gefitinib)

Between 2004 and 2008, seven clams were filed aganst
AstraZeneca in Japan, in the Osaka and Tokyo District Courts

In these claims, it 1s alleged that fressa caused a fatal incidence of
interstiial lung disease 1n a Japanese patent AstraZeneca believes
the claims are without ment and has defended all the cases
Decisions are expected from the Courts in the first quarter of 2011

Losec/Prifosec (omeprazole)

Patent Iitigation — US

As previously reported, by 2006, AstraZeneca had mitiated patent
infongement actions in the US Distnct Court for the Southern Distnet
of New York against several genenc companies and thewr suppliers, all
alleging infingement of AstraZeneca’s patents relabing to omeprazole
As previously reported, following trials aganst numerous defendants,
in 2007, the Distnct Court upheld both formulation patents covenng the
Priosec omeprazole product and nuled that the genenc omeprazole
formulations of Impax Laboratones Inc (Impax) {manufacturers of
the genenc product distnbuted in the US by Teva Pharma Ltd (Teva))
and Apotex Corp and Apotex Inc (together, Apotex Group)
infringed AstraZeneca’s patents The Court found that the genenc
products sold by Lek Pharmaceutical and Chermical Company d d
and Lek Services USA, Inc (together, Lek), Mylan Pharmaceuticals,
Inc and Mylan, inc (together, Mylan) and Laboratonos Esteve, S A
and Esteve Quimica, S A (together, Esteve} did not infnnge
AstraZeneca’s patents In 2008, the US Court of Appeals for the
Federaf Crcuit upheld the rulings that Mylan and Esteve did not
infange The Federal Circutt also upheld that the genenc
omeprazole formulations of Impax and Apotex Group ininnged
AstraZeneca’s patents In January 2010, AstraZeneca settled with
Impax and Teva for their nfrnging commercial sales, obtaning a
one-time payment for past infingement In 2010, AstraZeneca
continued efforts to recover infningement damages and other
remedies against Andrx Pharmaceuticals, Inc and Apotex Group

Patent Iitigation — Canada

AstraZeneca continues to be involved in proceedings in Ganada
Involving vancus patents relating to omeprazele capsules ang
ameprazola magnesium tablets Apotex Inc launched a genenc
omeprazole capsule product in Canada in January 2004

In 2006, AstraZeneca was served with a claim in the Federal Court
of Canada for payment of an undetermined sum based on damages
allegedly suffered by Apotex Inc due to the delay from January
2002 to January 2004 in the 1ssuance o Apotex Inc of a Notice of
Comphiance for its 20mg omeprazole capsule product AstraZeneca
believes the claim s without ment and ts defending it, as well as
continuing (o vigorously pursue its already pending patent
infringement action aganst Apotex Inc

In May 2010, the Federal Court scheduled the tnal for the pending
matiers to be heard concurrently commencing in March 2012
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European Commission case

In July 2010, the General Court of the Eurcpean Union (the General
Court) handed down its judgment in AstraZeneca’s appeal against
the European Commission's 2005 Decision fining AstraZeneca
€60m for abuse of a dominant position regarding omeprazole

The General Court upheld most of the European Commission’s
arguments but reduced the fine to €52 Sm as it sad that the
European Commussion’s case had not been proven in refation to
Denmark and Norway The fine was paid in 2005 in accordance
with the onginal Decision and €7 5m plus interest has been repad to
AstraZeneca. AstraZeneca was ordered to pay 80% of the European
Commission's costs and the European Commission was ordered
to pay 10% of AstraZeneca’s cosls AstraZeneca has appealed
the General Court’s judgment in relaton to market definrtion,

that AstraZeneca’s behaviour was abusive (even if AstraZeneca
was dominant at the time) and the level of fine The European
Commisston has cross appealed the General Court’s judgment
regarding Denmark and Norway It is possible that third parties
could seek damages for alleged losses ansing from this matter
Any such clams would be vigorously resisted

Nexium (esomeprazole magnesium)

Sales and marketing practices

AstraZeneca entiies have been sued in vanous state and federal
courts in the US in purported representative class actions involing
the marketing of Nexiurn These actions generally allege that
AstraZeneca's promotion and advertising of Nexium to physicians,
consumers and third party payers was unfar, unlawful and deceptive,
parhicularty as the promotion refates to compansons of Nexiurn with
Prilosec Some of the cases also allege that AstraZeneca’s conduct
relating to the pncing of Nexiurm was unfar, unlawful and deceptive
The plantiffs allege clams under vanous state consumer protection,
unfarr practices and false advertising laws The plantffs in these cases
seek remedies that Include restitution, disgorgement of profits,
damages, punitive damages, injunctive relief, attormeys' fees and
costs of sut

The first actron was brought in 2004 in Galifornia State Court on
behalf of a class of Calfornian consumers and third-party payers
Lawsuits making substantiafty similar allegatons were later filed in
2004 and 2005 n state courts in Arkansas, Flonda, Massachusetts
and Delaware, and in the Delaware Federa) Court

The Flonda and Arkansas cases have been dismissed at the tnal
court level Both of those dismissals were affirmed on appeal and
no further appeal 1s possible Similarty, in May 2010, the Delaware
Federal Court dismissed the complaint for falure to state a clam
and the plantiffs did not appea!

in March 2009, the California tnal court granted AstraZeneca'’s
motions for summary judgment and denied plantiffs’ motion for
class certfication That decision was appealed In August 2010,
the Califormia Court of Appeal affirmed the tnal court’s orders dermang
class certification and granting summary jJudgment in favour of
AstraZeneca in an unpublished decision The time for further appeals
has lapsed

In July 2010, the Massachusetts tnal court entered an order granting
plantiffs’ motion to certify a class of Massachusetts purchasers of
Naxwurn denying AstraZeneca'’s motion for summary judgment as
to two plaintiffs, and granting AstraZeneca's motion for summary
judgment as to one plantiff AstraZeneca filed a petition for
discretionary interlocutory review of those rulings, which was
denied by a single justice of the Massachusatts Appeals Court In
September 2010
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25 Commitments and contingent habilities continued

The Delaware state case in Supenor Court has been stayed since
May 2005 in favour of the Delaware federal court case In August
2010, the plaintiffs filed a request to lift the stay based on the fina!
resolution of the Delaware federal case and to enter a scheduling
order setung deadiines for the plaintiffs to file an amended complaint
and for the briefing of AstraZeneca’s expected motion to dismiss
The Delaware Supenor Court has not yet acted on the plaintiffs’
reguest and the case remains stayed

Patent itgation - US

In 2008, AstraZeneca entered into a settlement agreement and
consent judgment with Ranbaxy Pharmaceuticals, inc and Ranbaxy
Laboratones Limited {together, Ranbaxy) 1o settle the Ranbaxy
ANDA patent litigatton Ranbaxy was the first to file a Paragraph IV
Certification notice-letter in respect of Nexium patents listed in the
FDA's Orange Book The settlement agreement allows Ranbaxy

to commence sales of a generic version of Nexwurn under a licence
from AstraZeneca on 27 May 2014

In 2006, In response to a Paragraph IV Certification notice-letter from
IWAX Pharmaceuticals Inc stating that IVAX Corporation (together,
IVAX Group) had submitted an ANDA for approval to market 20
and 40mg esomeprazole magnesiurn delayed-release capsules,
AstraZeneca commenced patent infringement litigation in the US
District Court for the Distnict of New Jersey aganst IVAX Group,

its parent, Teva Pharmaceutical Industnes Ltd, and therr affilates
{together, Teva Group) In 2008, the Court granted AstraZeneca’s
motion to add Cipla, Ltd as a defendant in the IVAX Group/Teva
Group htigation

In 2007, AstraZeneca recenved a Paragraph IV Certification notice-
letter from Dr Reddy's Laboratores, Lid and Dr Reddy’s Laboratones,
Inc (fogether, DRL) stating that DRL had submitied an ANDA for 20 and
40myg esomeprazole magnesium delayed-release capsules In 2008,
AstraZeneca commenced patent infnngement btigation in the US
Distnct Court for the Distnct of New Jersey against DRL, In response
to DRLs ANDA and Paragraph IV Certifications regarding Nexiurm

In 2008, AstraZeneca, IVAX Group and DRL filed declaratory
Judgment suits in the US Drstnct Court for the Distnet of New Jersey
for patents that were not previously included in the ongoing Nexwm
patent infangement itigations

In January 2010, AstraZeneca entered into an agreement to settle
the IVAX Group/Teva Group litigation Teva Group conceded that
all patents-at-issue in its US Nexiumn patent litigations are valid and
enforceable Teva Group also conceded that its ANDA product would
infnnge six of the Nexium patents-in-sult AstraZeneca granted Teva
Group a licence for its ANDA product to enter the US market, subject
to regulatory approval, on 27 May 2014 This market entry date, and
the settlement, are consistent with AstraZeneca’s pnor settliement
with Ranbaxy As a result of settlement and entry of a consent
Judgment, the Iirgaton against IVAX Group/Teva Group and Cipla, Lid
has been dismissed in January 2010, as part of the settlement
between AstraZeneca and IVAX Group, the 2008 declaratory
Judgment actions involving IVAX Group were also dismissed

In January 2011, AstraZeneca entered into an agreement to settle
the DAL Wtrgation DRL conceded that the patents-at-issue in its US
Nexium patent itrgations are vaiid and enforceable with reference
to DRLs US esomeprazole magnesium ANDA product DRL also
conceded that its ANDA product would infinge three Nexium
patents-in-sut AstraZeneca granted DRL a icence for its ANDA
product to enter the US rmarket, subject to regulatory approval,
on 27 May 2014 This market entry date, and the settlement, ara
consistent with AstraZeneca’s settiernent with Banbaxy and the
January settlement with the WAX Group, Teva Pharmaceutical Ltd ,
and ther affilates As a result of the DRL setilernent and

entry of a consent Judgment, the DRL Itigation was dismissed

As pari of the settlement, DRL's declaratory judgment actions
were also dismissed
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In January 2010, AstraZeneca received a Paragraph IV Certification
notce-letter from Sun Pharma Global FZE and s affilates (together,
Sun) stating that Sun had filed an ANDA and notsfying of Sun's
challenge to patents hsted in the FDA's Orange Book in reference to
Nexium tv In February 2010, AstraZeneca filed suit against Sun in
the US District Court for the Dhstrict of New Jersey In August 2010,
upon AstraZeneca’s motiort, Magistrate Judge Bongiovanni stayed
the Sun litgation In December 2010, among other actions, the Court
vacated the stay and referred the matter back to Magistrate Judge
Bongiovanni for a scheduling conference No tnal date has been set
in the Sun patent litgation

In 2008, AstraZeneca receved a Paragraph IV Certification notice-
letter from Sandoz Inc (Sandoz) stating that Sandoz had submitted
an ANDA for approval to market 20 and 40mg esomeprazole
magnesium delayed-release capsules In 2009, AstraZeneca
commenced patent infingement ltgation in the US Distnct Court
for the District of New Jersey In July 2008, the Court stayed the
Sandoz patent infringement hibgation until after tnal in the above
referenced DRL Nexium patent infaingement liigation No tnal date
has been set 1n the Sandoz patent nfrngement litigahon

In September 2009, AstraZeneca receved a Paragraph IV
Certification notice-letter from Lupin Limited {Lupin} stating that
Lupin had submitted an ANDA for approval to market 20 and 40mg
esomeprazols magnesium delayed-release capsules relating to
patents listed in the FDA's Orange Book with reference to Nexeum
In October 2009, AstraZeneca commenced patent infnngement
Iitigation aganst Lupin in the US Distnct Court for the Distnct of
New Jersey in March 2010, the Court stayed the Lupin patent
infrngement ivgation until after tnal in the DRL Nexium patent
infingement Itigation No tnal date has been set in the Lupin
patent lihgation

In December 2010, AstraZeneca recemed a Paragraph [V Certification

notice-letter from Hanm USA Inc (Manmi} stating that it had subrmitted

an NDA under section 508(b){2) for FDA approval to market 20

and 40mg esomeprazole strontium capsules Hanm alleges

non-infangement or wvalidty of 11 patents hsted n the FDA's Orange

Book with reference to Nexurn AstraZeneca is evaluating Hanmi's |
notice and certifications

Patent Iiigation — Canada :
AstraZeneca receved several Notices of Allegation from Apotex Inc .
{Apotex} in 2007 \n respect of patents listed on the Canadian Patent |
Register for Maxium AstraZeneca responded by commencing seven

applications in 2008 undler the Patented Medicines (Notice of

Compliance) Reguiations

In June 2010, after a heanng, the Federat Court of Canada dismissed
AstraZeneca's application to prohibit the Minister of Health from
issuing a Notice of Compliance (marketing authonsaton) for genenc
esomeprazole magnesium to Apotex, and Apotex receved its
marketing authensation in June 2010 In Qctober 2010, AstraZeneca
commenced a patent infnngement action against Apoctex alleging
nfnngement of five Canadian patents related to Nexium

As previously reported, in 2009, AstraZeneca recetved a Notice

of Allegation from Mylan Pharmaceutcals ULC AstraZeneca

commenced an application in response n January 2010 A heanng |
has been set for 24 Qctober 2011

In September 2010, AstraZeneca received several Notices of
Allegation from Pharmascience Inc in respect of the patents listed on
the Canadian Patent Register for Nexwm AstraZeneca commenced
applications In response in October 2010

In October 2010, AstraZeneca receved a Notice of Allegation
from Ranbaxy Pharmaceuticals Canada Inc {Ranbaxy) in respect
of the patents Isted on the Canadian Patent Register for Nexium
AstraZeneca commenced a proceading in response in
December 2010
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25 Commitments and contingent habshties continued

Patent itigatton — Brazit

AstraZeneca has filed two law suits before the Federal Courts of
Brasilta seeking judicial declaration to confirm that all conditions
established in the Trade-Related Aspects of Intellectual Property
Rights Agreement have been satisfied and thereby entiting
AstraZeneca to exclusive marketing nghts for Nexium to July 2012
The Court rejected cne surt in 2008 and the other one on 1 May 2010
AstraZeneca has appealed both decisions and the Federal Court
of Appeals is expected to issue decisions on the ments by the middle
of 2011

Patent htigation — EU

Mast major European markets {Belgum, France, italy, Luxembourg,
the Netherlands, Germany, Sweden and the UK) had requlatory data
protection for Nexwrm untl 10 March 2010 and other markets had six
years regulatory data protection To date, there are genenc products
in several 6-year countries and in Germany, Sweden and the
Netherlands among the 10-year countries

Patent ktigation — EU 10-year countnes

In July 2010, Consilient Health Limited (Consillient) was granted
marketing approval in the UK for a generic esomeprazole product
rmanufactured by Krka, dd, Nove Mesto (Krika) in Sloveria
AstraZeneca imtiated infningement proceedings against Constlient
and Krka on 8 September 2010 Consilient and Krka agreed not to
launch ther genenc escmeprazole product pending the outcome of
the main Infnngement case AstraZeneca has undertaken to be lable
for losses of the defendants and third parties if the injunction 1s
Iifted at a later date The tnal will not be held before 3 October 2011

In October 2010, AstraZeneca was served an invalidity case in which
Ranbaxy (UK) Ltd clamed that the Nexium esomeprazols magnesium
patent (EFP 1020461) and the esomeprazole magnesium trihydrate
patent (EP 0984957) are tnvalid in the UK Ranbaxy (UK) Ltd further
requested the Court to confirm that s genenc esomeprazole product
does not infange erther patent if launched N the UK The tnal of the
non-nfnngement part will not be held before May 2011 The invalidity
part has been stayed pending the non-infnrngement tnal

In Germany, Krka, dd, Novo Mesto, TAD Pharma GmbM,
Abz-Pharma GmbH, CT Arznemittel GmipH, ratiopharm GmbH and
Teva GmbH launched generic esomeprazole magnesium products
dunng September and October 2010 In October 2010, AstraZeneca
filed requests for preliminary injunctions to restrain satd companies
from marketing and selling these products in Germany In Novernber
2010, AstraZeneca added Hexal AG and Sandoz Pharmaceuticals
GmbH as defendants The tnal was held on 10 December 2010,
and the court rejected the request for preliminary Injunctions on

17 December 2010 The decision has not yet been published
AstraZeneca has four weeks from the date of publication to
determineg whether it will appeal In November 2010, AstraZeneca
was served with a law suit filed by Ethypharm S A claming that
the two Nexium cloud point patents (EP 0984773 and EP 1124539)
are invakd in Germany

In Sweden, AstraZeneca filed a request for an intedocutory injunction
on 26 October 2010 against Krka Svenge AB to restrain this compary
from marketing and seling 1ts genernic esomeprazole magnesium
product in Sweden In January 2011, AstraZeneca was served with
a lawsuit fited by ratropharm GmbH and ratiepharm AB claming that
the Nexium esomeprazole magnesium patent (EP 1020461} 1s invalid
in Sweden

in the Netherlands, Sandoz BV and Hexal AG (both in the Sandoz
group) and Stada Arzneirnittel AG and Centrafarm Services BV
(both in the Stada group) filed lawsuits in June 2010, in accelerated
proceedings, claiming that the Nexium esomeprazole magnesium
patent (EP 1020461) 15 invalid in the Netherfands The tnals were
held on 14 January 2011 The decision has not yet been pubhished

AstraZeneca Annual Report and Fom 20-F Inforrnation 2010

Inltaty, EG s pa {a company in the Stada group) filed a law suit in
Juna 2010 claiming that the Nexwm esomeprazole magnesium patent
{EP 1020461) 1s invalid in ltaly AstraZeneca has added a counterclam
of infringement An initial heanng was held on 23 November 2010

In France, ratiopharm GrmbH and Laboratoire ratiopharm S A filed
a law suit aganst AstraZeneca con 18 August 2010 claiming that the
Nexium esomeprazole magnesium patent (EP 1020461) 1s invalid
France Ethypharm S A filed a law sut against AstraZeneca in August
2010 claming that the Nexium esomeprazole magnesium patent
(EP 1020461} and the cloud point patent (EP 1124539) are invalid n
France The next heanng in these cases will be on 17 March 2011

In Belgum, AstraZeneca was served in October 2010 with a
revocation action by Teva Pharmaceutical Industnes Ltd and Teva
Pharma Belgium NV claiming that the Nexium esomeprazole
magnesium patent (EP 1020461} is invald in Belgium The next
hearing 1s scheduled for 23 September 2011

Patent Iitigation — EU 6-year countres

In Denmark, Sandoz A/S (Sandoz) launched its genenc product

in June 2009 and AstraZeneca filed a request for a prelirminary
Ijjuncuon in the same month In January 2010, the court granted
AstraZeneca a preliminary injunction preventing Sandoz from
continuing to sell the products based on an infnngement of a Nexium
esomeprazole magnesium patent (EP 1020461} Sandoz appealed
this decision and the appeal will be heard on 22 to 25 February 2011
In March 2010, the court granted a preliminary injunction based on
nfingement of a Nexsum process patent (EP 0773040) Sandoz
appealed this decision and the appeal was heard on 17 to 24
January 2011 The dectsion wil be announced on 28 February 2011
In July 2010, AstraZeneca filed an application with the Distnct Court
of Copenhagen, seeking an intetlocutory imunction to restrain Krka
Sverige AB from selling and marketing its genenc esomeprazole
magnesium products in Denmark The hearing took place in
November 2010 On 10 December 2010, the court denied
AstraZeneca's request for a prelminary injunction AstraZeneca
has appealed this decision

In Austna, Hexal Pharma GmbH and 1A Pharma GmbHM (both in the
Sandoz group) launched genenc products n October 2009 Requests
for prelminary inunctions were filed in Decernber 2009 Preliminary
injunctions have been granted by the Vienna Commercial Court
against Hexal Pharma GmbH on 10 March 2010 and against 1A
Pharma GmbH on 11 March 2010 The decisions were appealed
by the Sandoz companies The Higher Regional Court of Vienna
upheld the inunction against 1A Pharma GmbH in July 2010 and
against Hexal Pharma GmbH in September 2010 In December
2010, the Supreme Court rejected 1A Pharma GmbH's request for
extraordinary appeal In July 2010, AstraZeneca filed an applicaton
for a prefiminary injunciion to be granted against Krka Pharma GmbH
and Krka, dd, Novo Mesto In October 2010, the Vienna Commercial
Court granted the preliminary inunction against Krka Pharma GmbH
This decision has been appealed by Krka Pharma GmbH The case
1s still pending against Krka, d d, Novo Mesto On 29 November 2010,
a similar request for a prefiminary injunction was filed with the vienna
Commercial Court aganst rahopharm Arznewmittel Vertnebs-GmbH

In July 2008, AstraZeneca initated a declaratory action in Finland
requesting the Distnict Court of Helsinki to confirm that Sandoz AS
and Sandoz A/S would infrnge a patent relating to esomeprazole If
they were to commercialise their genenc esomeprazole product in
Finland In September 2008, Hexal AG, Sandoz Oy Ab and Sandoz
A/S (all n the Sandoz group} initiated an invahdity case requesting
the Court to nvalidate the same patent These cases will be heard
Jointly and were scheduled to be heard in Septemnber 2010 The
heanng has been postponed to a date to be determined later
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25 Commitments and contingent habilities continued
AstraZeneca imtiated similar declaratory actions in Fintand at the
Distnct Court of Helsinki against Ranbaxy (UK) Limited in December
2009, aganst Mylan AB in March 2010, aganst Stada Arzneimitte!l
AG in Apnl 2010 and against Teva Sweden AB on 17 January 2011,
requesting an order that these companies would infnnge a patent
relating to esomeprazele if they were to commercialise ther genenc
products in Finland

In Portugal, AstraZeneca filed a request in August 2009 with the
Lisbon Administrative Court of First Instance seeking a prebminary
injunctron and iniating a main action in the administratve courts
AstraZeneca has fited the request to seek a suspension of the
effect of decisions taken by administrative bodies in Portugal to
grant Sandoz Farmacéutica Limitada marketing authonsations for
genenc esomeprazole magnesiem products In October 2009, the
Court granted AstraZeneca a prelminary injunction suspending the
efficacy of the marketing authorisations and the pnce approvals for
Sandoz Farmacéutica Limitada’s genenc esomeprazole magnasiurm
products The decision was appealed by the Portuguese authonties
In a decision on 22 December 2010, the court upheld the prefiminary
imunction In January 2010, Mepha AG and Mepha Investigacao
Fabncacao Farmacéutica, LUmitada filed a nullity action to revoke
the esomeprazole magnesium patent {EF 1020461) for Nexium

In February 2010, AstraZeneca filed a similar request for a prelminary
nunction regarding the marketing approval for Mepha Farmacéutica
Limitada The prebminary request was denied by the Court in June
2010 AstraZeneca has appealed this decision

Dunng 2009, Lek Farmacevtska Druzba d d (a company within

the Sandaz group), (Lek) intiated an invalidity case regarding two
esomeprazole related patents In Slovenia AstraZeneca filed a requiest
for an interlocutory Inunction in January 2010 against Lek to restrain
this company from commercialising, manufactunng and seling
products containing esomeprazole magnesium in Slovenia

The nterlocutory injunction was granted in June 2010 Lek appealed
n July 2010, and in September 2010 the Appeat Court upheld the
injunction iIn July 2010, AstraZeneca filed an application with the
Distret Court of hubljana in Sloveria seekang an intedocutory
njunction to restrain Krka, d d, Novo Mesto from manufactunng and
selling genenc escmeprazole magnesium products On 20 October
2010, the court rejected the request for an ijunction AstraZeneca
appealed this decision on 28 October 2010

In Spain, AstraZeneca filed a request for a prelimmnary inunction in
Apnl 2010 against Sandoz Farmacéutica S A, Bexal Farmacéutica
S A, and Acost Comercial Genencpharma, 5 L. (all in the Sandoz
group) to restrain the companies from seling their genenc
esomeprazole magnesium products in Spain In May 2010, the
Court of Barcelona granted AstraZeneca a prelimnary injunction
against these Sandoz companes A heanng in court took place in
July 2010 Six days later, the court revoked the preliminary injunction
AstraZeneca has appealed

In Poland, AstraZeneca filed in May 2010 a request for an interfocutory
munction aganst Lek Farmaceviska Druzba d d and Sandoz GmbH
{both in the Sandez group) o restrain them from manufacturing,
using and selling their generc esomeprazole magnesium product
in Poland In June 2010, the application was granted regarding
commercialising the product AstraZeneca has appealed to have the
injunction extended to manufactunng and Lek and Sandoz appealed
in August 2010 In November 2010, the Appeal Court denied beth
appeals and thereby confirmed the interfocutory iInjunction

In Ireland, AstraZeneca inmated a man action in August 2010 aganst
Krka, dd, Nowo Mesto and Pinewcod Laboratones Ltd claming that
the sale and marketing of their genenc esomeprazole magnesium
products infinges the Nexwum esomeprazole magnesium patent
(EP 102046)
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In Estonia, AstraZenaca filed a request for an interlocutory inunction

in June 2010 against Krka, d d, Novo Mesto (Krika) to restrain this

company from commerciahising its magnesium esomeprazole

product in Estorua in Juty 2010, the court granted the requested

interiocutory inunction Krka appealed In September 2010,

the Appeal Court rejected the appeal and upheld the imunction

Krka, d d, Nove Meste filed an appeal with the Supreme Court,

which denied leave to appeal In July 2010, AstraZeneca filed

a similar request for an interlocutory Injunction against Krka in |
Lethuaria In July 2010, the injunction was granted In September |
2010, Krka appealed Krka and Zertva k s have challenged

Nexium esocmeprazole magnesium patents in courts in Estonia,

Latvia and Lithuania In January 2011, Zentiva k s waived its

invahdity clam in Lithuania

Patent liigation — Norway

In Norway, Hexal AG, Sandoz AS and Sandoz A/S {together,
Sandoz) nhated an invahdity case regarding two esomeprazole
related patents in July 2008 In December 2009, the Court of Oslo
nvalidated a formulation patent while it upheld a substance patent
related to esomeprazole Both parties have appealed and the case
was heard by the Appeal Court in January 2011 In September
2010, AstraZeneca filed a request for an interocutory Ijunction
aganst Krka Svenge AB to restran the company from marketing
and selling its genenc escmeprazole magnesium product in
Norway In Decernber 2010, the Court granted AstraZeneca’s
application, thereby prohibiting Krka Svenge AB’s commercialisation
of ts genenc esomeprazols product m Norway Krka Svenge AB
has appealed this decision

Patent proceedings

In July 2009, the Eurcpean Patent Office (EPO) published the grant

of two patents that relate to Nexium (EP 1020461) and Nexum v

{EP 1020460) These two patents were granted on the basis of two

dvisional applications of European Patent No 0652872 (the Parent ,
Patent} The Parent Patent, a substance patent covenng Nexeurn, was |
revoked by the EPO Board of Appeal in December 2006 following

post-grant opposition and appeal proceedings The clams of

EP 1020461 are different and narrower than the Parent Patent

The dvisional applications were supported by new evidence that
was not available at the time the EPQ Board of Appeal made s
decision 10 revoke the Parent Patent The new patents are due to
remam in force unll May 2014 The clams of the esomeprazole
magnasium divisional application are imited to preparations and
uses thereof having a very high optical punity, namely esomeprazole
magnesium with an optical punty of equal to or greater than 99 8%
enantiomenc excess

The penod for filing Notices of Opposition to the grant of these patents
expired in Apnl 2010 Thirteen Notices of Opposition have been filed
n relation to EP 1020461 and six Notices of Opposiion in relation
to EP 1020480 No heanng date has been set

European Commusston investigation ;
On 30 November 2010, the European Commission commenced ‘
aninvestigation relating to certan alleged practices regarding |
Nexiurn and dawn raided several AstraZeneca sites The Eurcpean

Commission 1s investigating whether AstraZeneca may have acted

indnadually or jointly to delay genenc entry, in alleged breach of

Articles 101 and/or 102 of the Treaty on the Funchioning of the

European Umion, which prohibit anti-competitive practices between

third parties and abuse of a dommant position Dawn raids are a

preliminary step in Investigating suspected anti-competitive

practices The European Commussion is continuing its investigation

AstraZeneca remains of the view that the investigation 1s unfounded

and that t has complied with all retevant competition laws

AstraZeneca has, in accordance with its corporate policy, co-cperated

with the European Commission'’s Investigation AstraZeneca will

continue to co-operate with the European Commission should it

decide to take the matter further
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Butch Competition Authonty Nexium investigation

On 30 November 2010, the Dutch Competition Authonty (NMa)
commenced an investigation relating to alleged breach of Article 24 of
Dutch competition law and Article 102 of the Treaty on the Functioring
of the European Union The NMa's investigation relates to alleged
foreclosure of genenc versions of certain proton pump nhibrtors
(PPis) The NMa s continuing its investigation AstraZeneca remains of
the view that the imnvestigation 1s unfounded and that it has comphed
with all relevant compettion laws AstraZeneca has, In accordance
with its corporate policy, co-operated with the NMa's investigation
AstraZeneca will continue to co-operate with the NMa should it
decide to take the matter further

Federal Trade Commussion (FTC) inquiry

In July 2008, AstraZeneca receved a Cvil Investigative Demand from
the FTC seeking information regarding the Nexium patent Iitigation
settlement with Ranbaxy (UK) Limited  AstraZeneca 1s co-operating
fully with the request

Pulmicort Respules (budesonide inhalation suspension)

In 2008, AstraZeneca filed a tawsuit In the US Distnct Court for the
District of New Jersey against Breath Ltd (now owned by Watson
Pharmaceuticals) (Watson) for patent infnngement resulting from an
ANDA filed by Watson seeking approval to market genenc copies
of Pulmicort Respufes in the US pnor to the expiration of
AstraZeneca’s patents

In 2009, AstraZeneca filed a patent infingement lawsuit In the US
Distnct Court for the Distnct of New Jersey aganst Apotex Inc and
Apotex Corp {together, Apotex Group) seeking declaratory
judgments and injunctive rehef following the FDA's approval of
Apotex Group's ANDA for a genenc version of Pulmicort Respules
in the US pnor to the expiration of AstraZeneca's patents In May
2009, due to concerns about Apotex Group’s intent to market its
genenc ANDA product, AstraZeneca obtaned a preliminary
nunction barmng Apotex Group from launching its genenc version
of Aurmicort Respules untl further order of the Court In November
2010, the Court of Appeals for the Federal Circutt affirmed the Distnict
Court’s decrsion to 1ssue a preliminary injunciion Apotex Group has
filed a petition in the Court of Appeals for reheanng en banc

In Apnt 2008, AstraZeneca listed in the FDA's Orange Book a newly
1ssued US patent directed to stenle formulations of budesonide
inhatation suspensions AstraZeneca listed the new patent in the
FDA's Orange Book, referencing Puimicort Respules AstraZeneca
amended 1ts pleadings against Apotex Group and Watsen alleging
infnngement of the newly 1Issued patent The ihgation iInvoiving
Apotex Group and Watson has been consolidated under a common
scheduling order In December 2010, the Court scheduled a clam
construction heanng to commence on 9 May 2011

In September 2010, AstraZeneca receved a Paragraph IV Certification
notice-letter from Sandoz Inc notifying AstraZeneca that it was
seeking approval to market a genenc version of 0 25, 0 50 and 1mg
doses of Pulmicort Respules prior to expiratron of the patents caverng
Pulmicort Respuies In November 2010, AstraZeneca commenced
patent iInfringement liigation against Sandoz Inc in the US Distnct
Court for the District of New Jersey

Seroquel (quetiapine fumarate)

AstraZeneca has made provisions in the year totaling $592m in
respect of the ongoing Seroqguel product labihty ktigation and state
attomey general investigations nto sales and marketing practices
n the aggregate
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Sales and marketing practices

As previously reported, AstraZeneca reached a cwvil settlement
with the US Attorney’s Office (Department of Justice) and the state
Attomeys General Naticnal Medicard Fraud Control Unit (NMFCU)
to resolve an investigation relating to the marketing of Seroquel,
pursuant to which AstraZeneca pad to the United States Federal
Government a fine of $302m plus accrued interest and to participating
states a proportional share of up to $218m plus accrued interest

In September 2010, AstraZeneca entered into ndwvidua! settiement
agreements with 41 states and Washington, D C for an aggregate
amount of approximately $210m

There are also a number of additional active investigatrons Involving
Seroquel sales and marketing prachces led by state Altorneys General
which include investigations relating to Seroquef off-label issues and
which purport to cover ssues in addition to the respective states'
participation in NMFCU AstraZeneca has reached an agreement in
pnnciple to settle Seroquei-related state consumer protection and
deceptive trade practice claims under state law with 37 states and
Washington, D C, as part of the National Association of Atltomeys
General and has recorded a provision for the agreed amount

Some states may also be conducting indvidual investigations

Some states are separately suing AstraZeneca As previously
reporied, the Commonwealth of Pennsylvania and the states of
Arkansas, Montana, New Mextco, South Carolina, Mississippr and
Utah have sued AstraZeneca under various state laws generally
alleging that AstraZeneca made false and/or misleading statements
in connection with the marketing and promotion of Seroquef

In Decernber 2010, the State of Alaska also sued AstraZeneca,
making similar allegations In September 2010, the Commonwealth of
Pennsyivania voluntanly dismissed its lawsurt, and in December 2010,
a federal judge disrmussed Utah's suit in its entirety and gave the State
until 2 February 2011 to amend its complaint and refile AstraZeneca
believes that the remaining clatms, which are in vanous stages of
Imigation, are without ment and intends to wgorously defend them

In May 2007, the New Jersey Ironworkers Local Union No 68 filed
a class action suit aganst AstraZeneca on behalf of afl ndviduals
and non-governmental entities that paid for Seroquef from January
2000 to date The lawsuit was filed In the federal Distnct Court in
New Jersey and alleged that AstraZeneca promoted Seroqueal for
off-label uses and misled class members Into belleving that Seroquel
was supenor to other, lower-cost alternative medicines Two similar
class action lawsunts were filed in June and July 2007 in the New
Jersey and Pennsylvania federal courts In Decermnber 2007, the three
lawsuits were transferred to the Middle Distnict of Flonda by the US
Judicial Panel on Mult-Distnct Utigation (MOL) In November 2008,
the MDL Court granted AstraZeneca’s motion and dismissed these
cases In thewr entirety with prejudice The plaintiffs have appealed
this decision AstraZeneca intends to wgorously defend the appeal,
which was heard by the Eleventh Circutt Court of Appeals in February
2010 and remains pending

In September 2008, the Pennsylvania Employees Benefit Trust Fund
(PEBTF) served AstraZeneca with a complant filed in the Pennsylvania
Court of Commeon Pleas of Philadelphia County seeking economic
damages stemming from allegedly improper marketing practices that
caused tha PEBTF to reimburse for allegedly overpnced Seroquet
prescnptions and the medical care of PEBTF members allegedly
inqured from Seroquel use In October 2008, AstraZeneca removed
this lawsuit to the federal court and immediately requested that it
be transferred to the Seroquel MOL. In July 2009, the MDL Court
chismissed PEBTF's complaint with prejudice PEBTF elected to
forego a federal appeal of that decision, and instead pursued an
appeal in the Pennsylvania Supenor Court on the dismussal of an
earier-filed state court action In August 2010, PEBTF voluntarily
dismissed its appeal to the Pennsylvania Supenor Court
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25 Commitments and contingent habiities continued

Product liability

AstraZeneca, ether alone or n conunction with one or more: atfilates,
has been sued In numerous Ndividual personal Inury actions INvolving
Seroguel In most of these cases, the nature of the plantiffs’ alleged
injunes 1s not ¢lear from the complaint and, In most cases, Iittle or no
factual nformaticn regarding the alleged injury has been provided
In the complant However, the plaintifis generally contend that they
developed diabetes and/or other related injunes as a resuit of taking
Seroquel and/or other atypical anhi-psychotic medications

AstraZeneca has defended Seroquel product liability ihgation in
federal courts, including a Mult-Distnct Litigation (MDL) i the Middle
District of Florida, as well as in multiple state courts, ncluding
Delaware, New York and New Jersey courts, where cases wera
consoldated in order to manage the large volume of clams pending
in those junscictions

As of 31 Decernber 2010, AstraZeneca was aware of approximately
3,950 Seroquel US product labiity clarmns that have not been settled
In panciple (see below) The maonty of these remaining clams are
pending in New Jersey and New York state courts, although some
clams are pending n a handful of cther state courts and n the federal
MDL. Some of the cases pending against AstraZeneca also include
claims aganst other phamaceutical manufacturers such as El Lilly &
Company, Janssen Pharrnaceutica, Inc and/or BMS At present, tnal
dates remain pending in multiple junsdictions, including New Jersey
and New York, beginning mud 2011 and continuing through 2012

There are four additional putative Canadian class actions raisting
allegations that AstraZeneca farled to provide adequate warmings

In connection with an alleged association between Serogquel and
the onset of dabetes These actions have been filed in the Canadian
provinces of Brtrsh Colurnbia, Alberta, Ontano and Quebec

The Quehec court dismissed the action, and the petiboner’s appeal
of that decision 1s scheduled for heanng mn Apnl 2011 A class
certification heanng has been set n the Ontanc action for the week
of 21 November 2011

In September 2010, the court presiding over the Delaware Seroquef
ltigation issued an opinion dismissing three cases on the basis that
the clams were time-barred under the statute of imitaticns

The only case that has gone to tnal resulted in a defence verdict
n favour of AstraZeneca The plantffs have appealed that verdict,
and the appeal I1s pending before the New Jersey appellate court

In November 2009, Judge Anne Conway, who 15 presiding over the
Seroquel federal MDL, ordered the parties to medsate ther clams
with a court-appointed mediator AstraZeneca remans commitied to
a strong defence effort, but will also continue to participate in good
faith in the court-ordered mediation process

As of 31 December 2010, the mediation process has resutted in
agreements In pnnciple on monetary terms, subject to varous
subsequent conditions, approvals and agreement on non-monetary
terms, with the attorneys representing 24,53 clamants The clams
that have settled in principle include both claims that have been filed
in the courts as well as clams that had not yet been filed The specific
terms of those conditicnal agreements in prnciple are by agreement,
and at the request of the mediator, confidential at this time  Written
settlement agreements have been finalised in connection with
18,072 clams and payments have been made in connection with
certain of those claims The parties are finalising wntten settlerment
agreements in respect of the other claims that have been resolved
In pnncipte The mediation process 1s ongoing with regard to other
currently unsettled clams

A provision has been established in respect of the Seroquef product
lability clairms regarding both current and anticipated future settlement
costs as well as anticipated fulure defence costs associated with
resohving all or substantially all remaining claims
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The amount of this provision remains subyect to a number of
significant uncertanties and 1s based on AstraZeneca’s best estmate
of (1) the number of clarms that are outstanding and may be subject
1o mediation, (2} the financial terms of any future agreements to settle
clams not subject to settlement agreements in pnnciple at the balance
sheet date, and (3) the likely cost of defending those claims and
finalising settlement agreements through to substantial completion
Each of these estimates is subject to future adjustment based on
multiple vanables, such as the number of asserted claims, the
success of future mediations, and further developments in the
ltigation 1tis therefore not possible at thts time to provide any
reasonable indication as to when remaing claims may be settled
Furthermore, 1t 1s posgsible that the actual cost of ulsimately settling
or adjudicating the Serogue! product lability claims may differ
significantly from the total armount provided

As of 31 December 2010, legal defence costs of approximately
$738m have been ncumed In connection with Seroquei-related
product hability claims

AstraZeneca has product labilty insurance dating from 2003 that
1s constidered to respond to the vast majonty of the Seroquel-related
product hability claims This nsurance provides cover for legal
defence costs and potential damages amounts The insurers that
1ssued the applicable pohcies for 2003 have disputed coverage for
Seroquel-related product hability clams on vanous grounds In Apnl
2010, AstraZeneca settled its claims against several of tts insurers for
legal costs incurred defending the Seroquel-related product hability
clams immediately in excess of AstraZeneca's self-insured retention
of $39m for an amount approximately equal to the receivable that
had been recorded at 31 December 2009

Disputes continue with insurers about the availability of coverage
under additional insurance policies As of 31 December 2010, legal
costs of approximately $123m have been incurred in connection with
Seroquel-related product hability clams which AstraZeneca beleves
to be covered by these additional insurance policies However,

the combined amount charged to the income statement to date in
respect of legal costs and settlements which AstraZeneca beleves
to be covered by these additional policies, including the provisions
taken in the third and fourth quarters of 2010, now signtficantly
exceeds the total stated upper imits of these insurance policies

While no insurance recervable can be recognised under apphicable
accounting standards at this time, AstraZeneca believes that st 1s
mora hkely than not that further insurance recovenes will be secured
under the addtional policies, but there can be no assurance of this
or the amount of any potental future recovery

Patent hitigation — Brazi

In January 2006, AstraZeneca filed a lawsuit before the Federal
Courts of Rio de Janerro seeking judicial declaration extending the
term of one of its patents from 2006 1o 2012 A preliminary order was
granted shortly thereafter At the end of July 2010, Pro Genéncos and
the Brazihan Patent Trademark Office (Brazitan PTO) appealed the
praliminary order granted in favour of AstraZeneca The judge decided
in favour of Pré Genencos and the Brazilan PTO AstraZeneca
appealed this decision In November 2010, the Court of Appeal
decided in favour of Pré Genénces and the Brazilan PTO and
revoked the prelimary order previously granted to AstraZeneca

The mamn action continues

Patent Iitrgation — EU

Since 2007, AstraZeneca has filed requests with the Portuguese
courts seeking suspension of the effect of decisions taken by
admenistrative bodies in Portugal to grant other companies
marketing authonsations for genenc quetiapine fumarate Many
preliminary injunctions and man actions are pending before the
courts The courts have generally agreed with AstraZeneca’s posibion
and suspended the marketing authonsatons In the preliminary
inginchion actions untll a definitve decsion on the ments N the man
actions {or until AstraZeneca's patent nghts expure, it March 2012, i
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25 Commitments and contingent kabilittes continued

this occurs first) Only n one case did the admiustrative courts not
suspend the grant of the marketing authonsation (decision of
BDecember 2009, confirmed in July 2010) Accordingly, the
Portuguese administrative bodies have granted the retal price In
respect of that product In July and November 2010, AstraZeneca
filed preliminary injunction proceedings with the am of suspending
the effect of the retall pnice decision AstraZeneca has filed
corresponding man achons

Seroquel XR

Patent itigation — US

AstraZeneca bists two patents in the FDA's Orange Book referencing
Seroquel XR, US Patent No 4,879,288 (the '288 patent) covenng
quetiapine furmarate, the active ingredient, and US Patent No
5,948,437 (the '437 patent) covenng extended-release formulations,
processes and methods in respect of guettapine fumarate

As previously reported, in 2008 and 2008, AstraZeneca filed patent
mifnngement actions in the US Distnct Court for the District of New
Jersey aganst vancus entities of Handa Pharmaceuticals, LLC
(Handa)}, Accord Healthcare Inc (Accord), and Biovail Laboratories
International SRL (Biovail) for ANDAs seeking approval to market
genenc copies of Seroguef XA tablets

In March 2010, AstraZeneca received a Paragraph IV Certification
notice-letter from Anchen Pharmaceuticals, Inc {Anchen) seeking
approval to market genenc versions of 150, 200, 300 and 400mg
Seroquel XR ablets before the expiration of the '437 patent In its
Certfication notice-letter, Anchen claims that certain of the claims of
the '437 patent will not be infinged by its proposed ANDA products
and that the 437 patent 1s invalid In Apnl 2010, AstraZeneca filed a
lawsurt i the US Distnct Court for the Distnct of New Jersey against
Anchen and Anchen, Inc alleging infnngement of the ‘437 patent

In July 2010, AstraZeneca recemved a Paragraph IV Certification
notica-letter from Torrent Pharmaceuticals Ltd (Torrent) indicating
that it was seeking approval to market genenc versions of 150,
200, 300 and 400mg Seroguef XA tablets before the expiration of
the '437 patent Torrent claims that certain of the claims of the 437
patent will not be ininnged by ts proposed ANDA products and
that the '437 patent 1s invald In August 2010, AstraZeneca filed a
lawsuit in the US Distnct Court for the Distnct of New Jersey
aganst Torrent alleging infningement of the *437 patent In
September 2010, AstraZeneca receved another Certification
notice-letter similar to that descnbed above from Torrent with
respect to the 50mg Seroquel XR tablets In September 2010,
AstraZeneca filed another lawsuit n the US Distnct Court for the
Distrct of New Jersey aganst Torrent for patent infringement
alleging infrngement of the '437 patent with respect to the

50mg tablet

In July 2010, AstraZeneca received a Paragraph IV Certificatron
notice-letter from Osmotica Pharmaceutical Corporation (Osmotica)
indicating that it was seeking approval to market genenc versions
of 200, 300 and 400mg Seroque! XR tablets before the expiration
of the '437 patent In its Certificatron notice-letter, Osmotica clams
that certain of the clarms of the '437 patent will not be infrnged

by its proposed ANDA products and that the '437 patent 1s invald
In August 2010, AstraZeneca filed a lawsuit in the US Distnct Court
for the Distnet of New Jersey aganst Osmotica

In October 2010, AstraZeneca recesved a Paragraph IV Certification
nctice-letter from Mylan Pharmaceuticals Inc (Mylan) indicating
that it was seeking approval to market a genenc version of 200mg
Seroquel XR tablets before the expiration of the '437 patent Inds
Certification notice-letter, Mylan clams that certan of the clams of
the 437 patent will not be infanged by its proposed ANDA products
and that the '437 patent 1s invald In October 2010, AstraZeneca
filed a patent mfnngement action in the US Distnct Court for the
District of New Jersey against Mylan and Mylan Inc

AstraZeneca Annual Report and Form 20-F Information 2010

The patent infnngement actions against all seven ANDA filers
proceed in discovery before US Distnct Court Judge Joel Pisano

On 22 Novemnber 2010, the Court conducted a clam construction
heanng, and on 30 November 2010, Judge Pisanc issued a decision
interpreting clams of the 437 patent In December 2010, Torrent
filed a Motion for Clanfication and Reconsideration of the Court's
decision In respanse

tin December 2010, Handa and Accord reported that they have
receved tentative FDA approval of ther ANDAs

On B January 2011, AstraZeneca and Handa submitted a jomnt
stipulation and proposed order concermning the *288 patent staying
Iitigation between the parties until and Including 26 March 2012 Upen
expiration of the stay, AstraZeneca’s infnngement clams against
Handa relating to the '288 patent, and Handa's related counterclaims,
will be dismissed as moot Under the shpulaton, Handa agrees not
to engage n the commercial sale of the extended release quetiapine
fumarate products that are the subject of its ANDA before the

26 March 2012 expiration of AstraZeneca’s Pasdiatnc Exclusmty
relating to the ‘288 patent The Court entered the consent order
descnbed above on 10 January 2011 The Court has set a pre-tnal
schedule and tnal to begin on 3 October 2011

Patent Liigation - EU

In the UK, Teva UK Limited and Teva Pharmaceuticals Lmited {Teva)
1ssued revocation proceedings against AstraZeneca in December
2010 Teva clams that the patent EP {UK) 0907364 1s invald

In Hungary, AstraZeneca was notified i late 2010 that Teva
Pharmaceuticals Limited and Teva Gyogyszergydr Zrt (together, Teva)
had filed a request for nullity of the Hunganan formulation patent
for Seroquel XR with the Hunganan Patent Office Teva claims that
Hunganan Patent No 225 152 sheuld be declared null and void
AstraZeneca I1s considenng its response

Synagis (palivizumab)

In December 2008, Medimmune intated patent itigation against
PDL BioPharma, Inc (POL) in the US Distnict Court for the Northem
Distnct of Calformia Medimmune sought a declaratory judgment that
the Queen patents {owned by POL} are invaiid and/or not infnnged
by esther Synagis and/or motavizumab, and that no further royalties
are owed under a patent lcence Medimmune and PDL signed n 1997
(1997 Agreement) Medimmune has paid royalties on Synagis since
1998 under the 1997 Agreement In February 2009, Medimmune
amended s complaint to add a separate clam asserting that
Medimmune is entitled, under the 1997 Agreement's ‘most favoured
licensee’ provision, to the more favourable royatty terms that
Medimmune contends PDL has granted to other Queen patent
icensees PDL has taken the position in the case that both Synagrs
and motavizumab nfnnge a single clam of the Queen patents, and
on that basis, that Medimmune owes royatties for both products
With respect to the ‘most favoured licensee' dispute, PDL contends
that Medimmune's nghts under that provision have not been tnggered
by PDL's licensing actvities with third parties In December 2009,
FDL purported to cancel the 1997 Agreement, an action PDL

later explained was based on an allegation that Medimmune had
underpad royalties on ex-US sales of Synagis by Abbott International,
Inc (Abbott), and that Medimmune faled to co-operate in a royalty
audit After the purported termination, PDL amended its answer to
add counterclaims for breach of contract and patent infnrngement
PDLs clams seek actual and exemplary damages and an injunction
Medlmmune responded to the new clams by adding its own claims
for damages and recoupment of past royalties in December 2010,
the Court heard motions for summary jJudgment that could resoive
certan 1ssues, ncluding patent nvalidity, without a tnal On 7 January
2011, the Court granted some of those motions The Court held
that the single patent clam asserted by PDL as a basis for
Medimmune's royalty obligation i1s invalid, and also that Medimmuna
property paid royalties on ex-US sales by Abbott On 12 January
2011, the Court held a case management conference and scheduled
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Financial Statements

25 Commitments and contingent hiabilities continued
the remaining claims for tnal on 4 March 2011 with a further heanng
scheduled on 4 February 2011 to finalise the tnal date

As at 31 December 2010, Medimmune had provided for $38m in
respect of accrued royalties not paid to POL for the penod from
December 2009 to the end of 2010

Symbicort (budesonmide/formoterol)

Symbicort Maintenance and Relever Therapy (Symbicort SMART)
in December 2008, opposihons were filed against patent

EP 1 085 877 B1 covenng the use of Syrnéicort for the as needed
symptornatic relief of asthma in addition to regular maintenance
treatment of chronic asthma The opponents are Vectura Limited,
ratopharm GmbH, Generics (UK) bLimited and Norton Healthcare
bmited A heanng date has not yet been set by the European Patent
Office Opposition Division

US patent term extension

In June 2008, the US Patent and Trademark Office 1ssued a final
determination that US Patent No 5,674,860 was not eligible for
patent tenm extension AstraZeneca filed a request for reconsideration
and the matter contnues

Toproi-XL {metoprolo! succinate)

In the first quarter of 2006, AstraZeneca was served with 14
complants filed in the US Distnct Court for the Distncts of Delaware,
Massachusetts and Florda against AstraZeneca and Aktiebolaget
Hassle The complaints were putative class actons filed on behalf
of both direct purchasers and indirect purchasers that allege that
AstraZeneca attempted {o illegally mantain monopoly power in the
US over Toprol-XL in violation of the Sherman Act through the listing
of invalid and unenforceable patents in the FDA's Orange Book and
the enforcement of such patents through Titigation against genenc
manufacturers seeking to market metoprolol succinate The
complaints seek treble damages based on alleged overcharges

to the putative classes of plantiffs These 14 complaints were
consohdated into two amended comptaints in the US District Court
for the Distnet of Delaware, one on behalf of direct purchasers,

and ona on behalf of indirect purchasers The lawsuits are based
upon a 2006 nuling by the US District Court for the Eastern

District of Missourin the consolidated patent htgation against KV
Pharmaceuticals Co , Andrx Pharmaceuticals, LLC and Eon Labs,
Inc that the AstraZeneca patents relating to Toproi-XL. are invald
and unentorceable In 2006, AstraZeneca filed a motion seeking

to dismiss or, in the altematrve, stay the consohdated complaint in
both anti-trust cases In March 2010, the court ordered the parties
to begin discovery and in Apnl 2010 1ssued an order denying
AstraZeneca’s motions to dismuss

In Juty 2010, a non-class achon anti-trust complaint was filed n
federal court in Delaware against AstraZeneca by Walgreen Co,
Ths Kroger Co, Safeway Inc , HEB Grocery Company LLP and
Supervalu Inc In October 2010, a similar complaint was filed in
Delaware by CVS Pharmacy Inc, Caremark LL.C, Rite Aid Corp,
Rite Ad Headguarters Corp, JCG (PJC) USA LLC, Maxi Drug, In¢
(doing business as, Brooks Pharmacy) and Eckerd Corp These
two complaints are based on the same anti-trust allegations that
were already alleged in the direct purchaser actions and, if upheld,
would reduce the damages available to the plantiffs in the direct
purchaser actions

Zestnl (isinopril)

In 1996, two of AstraZeneca’s predecessor companies, Zeneca
Limited and Zeneca Pharma Inc {as licensees), Merck & Co, Inc
and Merck Frosst Canada Inc (together, Merck Group) commenced
a patent nfningement action in the Federal Court of Canada agamnst
ApotexInc (Apotex), alleging infangement of Merck Group’s ismopni
patent AstraZeneca and the Merck Group were ultmately successful
In March 2010, AstraZeneca and the Merck Group filed Statements
of Issues to commence the reference to quantify the damages
related to Apotex's infingement The damages matter proceeds
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Other product hability Iitigation

Pain pump Iitigation

Since February 2008, AstraZeneca has been named among other
defendants in approximately 300 lawsuits, involving approximately
489 plantiffs, filed n vanous US unsdictrons, alleging njunes caused
by third party pain pumps The complaints In these cases generally
allege that the use of Marcaine, Sensorcaine, Xylocaine and/or
Naropin, with or without epinephnng, In pain pumps that were
implanted into patients in connection with arthroscopic surgery,
caused chondrolysis As of the end of 2010, AstraZeneca has been
dismissed from all but two of these cases, each with only one praintdf

it was previously reported that AstraZeneca was among 20
defendants named in a putative class action lawsuit pending in
Federal Distnct Court in Texas that was brought by a single plantff
on behalf of ‘several hundred' class members who receved local
anaesthehcs intra-articularty for up to 72 hours or more via a pain
pump In Apnl 2010, the Distnet Court dismissed AstraZeneca from
this lawsuit, and no appeal was taken

AstraZeneca intends to vigorously defend against this matter

Other commercial htigation

Verus Pharmaceuticals Iihigation

In May 2009, Verus Pharmaceuticals Inc  (Merus) filed a lawstat in
the New York State Supreme Court, New York County against
AstraZeneca and its subsidiary, Tika Lakemedel AB (Tika), alleging
breaches of several related collaboraticn agreements to develop
novel paediatne asthma treatments The complaint purported to
state clarms for fraud, breach of contract, unjust ennchment and
conversion AstraZeneca and Tika removed the lawsuit to the US
Distnct Court for the Southem Distnict of New York and moved to
dismiss the complaint In August 2010, the federal distnict court
granted the defendants’ motion to dismiss in its entirety In September
2010, Verus filed a Notice of Appeal from that decision with the US
Court of Appeals for the Second Circurt

Dr George Pieczenik v AstraZeneca Pharmaceuticals LP,
AstraZeneca LP, et a/

In May 2010, Dr George Pieczenik (the Plaintiff) filed a lawsurt against
AstraZeneca and numercus other companies in the US Distnct Court
for the Distnct of New Jersey alleging that defendants' ‘research,
commercial and hcensing actnities’ nfnnge US Patent No 5,866,363
{the "363 patent), purportedly owned by the Plamuff The Plaintiff
also alleged violations of the Racketeenng Institutron and Corrupt
Orgamzation Act In June 2010, the Court, sua sponte, dismissed
without prejudice the Plamtifi’s suit, determining that the asserted
clams faled to meet federal pleading requirements In July 2010,
the Plaintff filed an amended complamt again claiming nfingement
of the '363 patent as welt as other legal theones In October 2010,
defendants filed a motion to dismiss the lawsurt asserting that the
Plaimiif had falled to state a legally cognisable cause of action

The Plaintiff opposed the motion in Novernber 2010 and filed
several unsuccessful ancillary motions, which the Plaintiff has
mpropety appealed to the Federal Circutt Court The Court has
not yet ruled on the motion to dismiss the amended complaint

Cther pricing litigaticn

Average wholesale pnce litigation

AstraZeneca IS a defendant, along with many other pharmaceutical
manufacturers, in several sets of cases involving zllegations that,
by causing the publication of allegedly mflated wholesale hst pnces,
defendants caused entities to overpay for prescription drugs

AstraZeneca Annuzl Report and Form 20-F Information 2010




25 Commitments and contingent habilities continued

The first set of cases was filed in December 2001 In the US Distrct
Court in Boston, Massachusetts on behalf of a putative class of
ptaintiffs and related only 1o the physician-administered Zoladex
medication Following the Massachusetts complaint, nearly identical
class action suits were filed in two other states, which were
consolidated with the Massachusetts action for pre-tnal purposes.
pursuant to federal Multi-Distnct Litigation (MDL) procedures

As previously reported, AstraZeneca and other manufacturers were
later sued in similar lawsuits filed by the State Attorneys General

of Alabama, Alaska, Anzona, Hawan, Idaho, llinos, lowa, Kansas,
Kentucky, Mississippt, Montana, Nevada, Pennsyivania, Utah,

and Wisconsin, as well as by multiple ndwvdual counties in the
State of New York In September and November 2010 respectively,
AstraZeneca was separately served with two new such cases brought
by the Attomeys General of Oklahoma and Louisiana The Attorneys
General lawsuits seek to recover alleged overpayments under
Medicaid and other state-funded healthcare programmes for
substantially all of AstraZeneca’s medications In several cases,

the states are also suing to recover alleged overpayments by state
residents Several of these suits were consolidated with the
Massachusetts action for pre-tnat purposes, pursuant to federal MDL
procedures Private Insurers and consumers filed putative state-
wide class actions in Arizona and New Jersey alleging damages
relating to pnvate rembursement of prescnption drugs

In the MDL action in January 2006, the Drstrict Court certified three
classes of plantiffs against AstraZeneca a natonwide class of
consumers who made ¢o-payments for Zofadex reimbursed under
the Medicare Part B programme {Class 1), a Massachusetts-only
class of third party payers, including insurance companies, union
health and welfare benefit plans, and seli-insured employers,

who covered consumer co-payments for Zoladex (Class 2), and

a Massachusetts-only class of third party payers and consumers
who paid for Zoladex outside of the Medicare programme (Class 3)
tn September 2008, the MDL Court also provisionally certified
mult-state versions of Class 2 and Class 3 relating to Zoladex

For all of these classes, the only AstraZeneca drug at 1ssue 1s Zoladex

As previcusly reported, n December 2008, the MDL Court approved
a settlement to resolve the Class 1 ¢lams for up to $24m to remburse
Individual class members submitting clams, plus attorneys” fees

of $8 58m, with any unclaimed settlement amounts being donated
to chartable organisations that fund cancer patient care and
research A portion of this settlement was paid In June 2010,

but the administration of claims continues

In June 2007 and November 2007, the MDL Court 1ssued decisions,
after a bench tnal, on llability and damages on the Massachusetts
Classes 2 and 3 The Court found AstraZeneca hable in connection
with the pricing of Zoladax durning the perod 1998 to 2003 and
awarded double damages (with pre-judgment interest) of $5 5m for
Class 2, and single darmages (with pre-judgment interest) of $7 4m
for Class 3, for a total of $12 9m On 18 June 2010, AstraZeneca
executed a settlement agreement to resolve, inclusive of pre- and
post-judgment interest, adminstration fees and plaintiffs’ attorney
fees, the Massachusetts Class 2 and Class 3 clams for a total of
$13m The Court granted prelminary approval of the settierent on
12 August 2010 and a heanng regarding final approval 15 scheduled
to take place on 2 February 2011

In June 2010, AstraZeneca executed a setflement agreement to
resolve, inclusive of pre- and post-judgment interest, administration
fees and plamtiffs’ attorney fees, both the Zofadex clams of the
provistonally certified multi-state class and the Zoladex clams in
the lawsuit but not certified for class action treatment for a total of
$90m The Court granted preliminary approval of the settiement on
12 August 2010 A heanng regarding final approval 1s scheduled to
take place on 2 February 2011
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With regard to the above-referenced MDL. class settiements,
AstraZeneca had already taken provisions, pnor to 2010, in the
aggregate amount of approximately $130m

Many of the multiple attomey general and state putative class action
lawsuits pending against AstraZeneca and other manufacturers
naticnwide, which involve numerous drugs in addition to Zoladax,
remain pending and are In vanous stages of discovery Those matters
with significant developments are noted betow

In October 2009, a Kentucky jury found AstraZeneca lable under
the Commonwealth of Kentucky's Consumer Protection statute and
Medicaid Fraud statute, and awarded $14 72m in compensatory
damages and $100 in punitive damages for drugs rembursed by the
Commaonwealth of Kentucky Medicaid Agency and the tnal court
subsequently awarded statutory penalties of $5 4m AstraZeneca
filed a motion for a new tnal and a metion for judgment notwithstanding
the verdict, both of which were denied on 19 January 2011
AstraZeneca believes the verdict and the Court's order are In error
and intends to appeal

As previously reported, the cases brought by the Attorneys General
of Nevada, Montana, Hawa, and Pennsylvania have been resolved
through settlements In the fourth quarter of 2010, AstraZeneca
finalised agreements to settle the lawsuits brought by Anzona, lowa,
and the New York Counties In September 2010, AstraZeneca also
finalised an agreement to settle the claims of the three named
plaintiffs in the putative New Jersey consumer class action case All
of these settlements, the aggregate amount of which is approximately
$19m, have been pad in full and AstraZeneca consequently cwes
no further obligations as a result of those underlying lawsuits

As previously reported, in 2009 AstraZeneca prevaled in the Alabama
Attorney General lawsuit and the Anzona consumer class action

AstraZeneca remains in hhgation with 10 state attormey generals

AstraZeneca continues to vigorously defend the lawsuns brought
by the Attomeys General of Alaska, Idaho, linois, Kansas, Kentucky,
Lounsiana, Mississippl, Oklahoma, Utah and Wisconsin, and denies
the allegations therein

340B Ciass Action liigation

In August 2005, AstraZeneca was named as a defendant, along with
multiple other pharmaceutical manufacturers, in a putatve class
action suit filed by the County of Santa Clara on behalf of similarty
situated Calfornia counties and cities that allegedly overpaid for drugs
covered by federal section 340B of the drug pncing programme

(42 USC §256b) The 340B programme entitles hospitals and clinics
that treat a substantial portion of uninsured patients to preferential
drug pricing for outpatient drugs

On 28 September 2010, the US Supreme Court granted the
defendants’ petition for certroran from a dectsion of the US Court
of Appeals for the Ninth Circuit The 1ssue before the Supreme
Court 15 whether covered entities under the 3408 programme

have enforceable nghts to sue as third party beneficianes of the
Pharmaceutical Pricing Agreement that implements the statute
Following the grant of certioran, the tnal court stayed all proceedings
In the matter pending a decision by the US Supreme Court

The case was argued on 19 January 2011 A decision I1s expected
by the end of June 2011

AstraZeneca intends to vigorously defend these clams
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25 Cornmitments and contingent habilities continued

Other anti-trust liigation and investigations

Drug importation anti-trust liigation

In August 2004, Califorrman retal phammacy plantffs filed an action in
the Supenor Court of California alleging a conspiracy by AstraZeneca
and approximately 15 other pharmaceutical manufacturer defendants
to set the price of drugs sold in California at or above the Canachan
sales pnce for those same drugs and otherwise restrict the
importation of pharmaceuticals mto the US in Juty 2005, the Court
overruled In part and sustained in part, without leave to amend, the
defendants’ motion to dismiss the plaintiffs’ third amended complaint
In these proceedings The Court overruled the defendants’ motion
In respect of conspiracy claims but sustained the motion in respect
of the California Unfarr Competition Law clams

In Decernber 20086, the Court granted the defendants’ motion for
summary judgment deterrmining that any alleged damages suffered
by plantiffs were ‘passed-on’ to therr customers and the case was
subsequently dismissed The plantiffs appealed that decision and the
Court of Appeat of the State of California affirmed the lower Court's
decision The plantiffs appealed to the California Supreme Court

In July 2010, the California Supreme Court reversed the decisions
by the lower courts, rejecting the ‘pass-on’ defence and remanded
the case back 1o the lower court for further proceedings

As previously reported, in September 2006, the defendants filed a
motion for summary jJudgment arguing that the plantiffs have faled
to prove therr allegations of a conspiracy and that the defendants
are entitled to judgment as a matter of law The Supenor Court will
hear argument on that motion on 17 February 2011 The Court has
scheduled a tnal of the matter to commence on 1 August 2011

AstraZeneca denies the matenal allegations in the California action
and is vigorousty defending thus matter

US secondary wholesalers

In July 2008, AstraZeneca was named as a defendant, along with
a number of other pharmaceutical manufacturers and wholesalers,
In a complaint fled by RxUSA Wholesale, Inc (RxUSA}in the US
Distnet Court for the Eastern Distnct of New York The complant
alleges that the defendants violated federal and state anti-trust laws
In August 2010, the Court of Appeal for the Second Circunt affirmed
the disrmissal and the time penod for RXUSA to seek review by the
Supreme Court expired, rendenng the matter concluded

European Commission patent settlements monitonng

In January 2010, the Eurcpean Commussion requested coples

of settlemnent agreements entered into between July 2008 and
December 2009 from a number of companies, induding AstraZeneca
AstraZeneca co-operated fully with the request The Eurcpean
Commission published its First Report on Monitonng of Patent
Settlements In July 2010 The report noted a decrease in the number
of settlement agreerments which might be problematic (pursuant to
EU competition laws) in the relevant penod, compared to the penod
covered by the European Commission’s sector inguiry into the
pharmaceutical industry {(January 2000-June 2008} In January
2011, the European Commuission requested copies of settlement
agreements which were entered into or amended in 2010 from

a number of companies, Including AstraZeneca AstraZeneca will
co-operate fully with the request

Other

For a descnphon of other anh trust-related itigation involving
AstraZeneca, see the subsections entitled Losec/Prilosec
{omeprazole), Nexiurm {esomeprazole} and Toprol-XL (metoprolol
succinate) in this Note 25 to the Financial Statements
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Other actual and threatened government investigations and
related itigation

AstraZeneca is involved in vanous governmental investigations
constdered typical to its business The more significant matters

are discussed below

Foreign Corrupt Practices Act

1In connection with an nvestigation into Forergn Corrupt Practices Act
1ssues in the pharmaceutical ndustry, AstraZeneca has recewved
inguines from the US Department of Justice and the SEC regarding,
among other things, sales practices, internal controls, certain
distributors and nteractions with healthcare providers in several
countries AstraZeneca is co-operating with these tnguines
AstraZeneca 1s investigating indicatons of napproprate conduct in
certan countries, including China These investigations are ongoing,
and it 15 not currently possible to predict the scope, duration or
outcome of these matters, includmg the extent to which, if at all,
thay will result In any hability to AstraZeneca

Medco qur tam Iiigation {(Schurmann)

AstraZeneca has been named as a defendant in a lawsun filed

in Federal Court in Philadelphia by a former Medco Health Systems
employee, Kari Schumann, under the qur tam (whistieblower)
provisions of the federal and certan state False Clams Acts

The action was intially fited in September 2003 but remained under
seal untit Juty 2009, at whrich time AstraZeneca was served with a
copy of the amended complaint followng the government'’s decision
not to intervene in the case The lawsuit seeks to recover, inter alia,
alleged overpayments by federal and state governments for Prilosec
and Nexaurm from 1996 to 2007 These overpayments are alleged
to be the result of improper payments intended to influence the
formulary status of Priosec and Nexium at Medco and its customers
In October 2010, the distnet court denied AstraZeneca’s motion to
dismiss the amended complaint In November 2010, AstraZeneca
filed a separate motion to dismiss for lack of junsdichon under the
False Claims Act Bnefing 1s complete and this motion remains
pending before the distnct court

Additional government investigations into drug marketing practices
As s true for most, if not all, major prescnption pharmaceutical
companies operating n the US, AstraZeneca Is currently involved
in multiple US federal and state investigations into drug marketing
and pnaing practices The US Attorney’s Offices for the Distncts
of Delaware, Texas and Alabama are conducting investigations
related to sales and marketing actmtes potentially nvolving more
than one product, including Crestor and Seroquel XR, and likehy

n response to the filng of gur tam {whistleblower) lawsuits

The precise parameters of thess inguines are unknown, and
AstraZeneca s not in a position at this tme to predict the scope,
duration or cutcome of these matters, including whether they will
result in any labiity to AstraZeneca

In addition to the investigations descnbed above, and as previously
reported, various federal and state law enforcement offices

have requested information relating to contracting and disease
management programmes, a leading provider of pharmacy services
to long-term care facilities, prior interactions with physicians in the
State of Delaware, and nomenal pncing under the Medicaid rebate
program respectivety There have been no matenal developments in
these matters

Employment litigation

Employment — wage/hour itigation

in Septernber 2008, Marc Brody filed a putative class action lawsuit
against AstraZeneca on behalf of himself and a class of approximatety
844 pharmaceutical sales specialists employed by the Group

in Califormia during the penod 19 September 2002 to the present
The plantff alleged he and the proposed class members were
unlawtully classified as exempt employees and denied overtme
compensation and meal breaks in wolation of the California Labor
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25 Commitments and contingent habilities continued

Code AstraZeneca removed this action to the US Distnct Court for
the Central District of Calfornia in October 2008 The plantiff fited
a first amended complaint in March 2007, seeking civil penalties and
adding claims for alleged failure to provide meal and rest penods,
falure to pay all wages earned each pay period, falture to provide
accurate wage statements, failure to pay wages i a tmely manner
upon termination of employment and unfar competiion AstraZeneca
denied the allegations made by the plantiff, asserting that the sales
specialists are properly classified under vanous exemptions to the
wage laws The plantiff’s lawyers are also pursuing similar claims
In lawsuits aganst most of the major pharmaceutical companies
The US Distnct Court for the Central Distnict of Califormia granted
summary Judgment 1n favour of AstraZeneca in the Brody lawsuit,
dismissing all claims by the plantiff and finding the motion for class
certification to be moot The plaintiff has filed a Notice of Appeal
with the Ninth Circut Court of Appeals in Califorria Bnefing in that
appeal 1s currently on hold

In separate lawsuits aganst AstraZeneca, the firms representing
the Brody plaintiff filed additional state and wage-and-hour class
actions One case captioned Baum v AstraZeneca, LP was filed
under the Pennsylvaria Minimum Wage Act and Wage Payment
Collection Law In the US Distnct Court for the Western Distnict of
Pennsylvania on behalf of a putative class of approximately 473 sales
specialists working In Pennsylvania from March 2004 The Court,
however, granted summary judgment in favour of AstraZeneca,
dismissing all claims filed by plantff Baum and finding the motion
for class certification to be moot The plaintiff filed an appeal

with the Third Circunt Court of Appeals, but that appeal was
deried On 4 October 2010, the US Supreme Gourt denied the
plantifi's certioran petiion, which denied certioran, preserving
the favourable decision for AstraZeneca The Baum lawsutt is
now concluded

Additionally, n June 2007, the firms representing the Brody plantiff
filed a naticnwide collective action based on federal wage-and-hour
taw in the US Distnct Court for the Disinet of Delaware, seeking unpaid
overime compensation and lqudated damages The lawsuit had
a potential class size of 8,300 current and former sales specialists
employed by the Group In the US from June 2004 The parties have
negotated a stipulation of dismissal of this lawsuit and the action
was dismissed

In November 2010, a separate group of plantffs’ counsel filed a new
natiorwide collective action in the US Distnct Court for the Southemn
District of Indiana In this case, Shatto v AstraZeneca PLP, the
plaintifis allege violations of federal wage-and-hour law for non-
payment of overtime wages AstraZeneca denies the allegations
made by the plantff and intends to defend the Iitigation vigorously

Bildman v Astra USA

In March 2010, Bildman filed a petition for a wnt of certiorar with
the US Supreme Court, seeking appeal of the Massachusetts
Supreme Judicial Court's chsmussal of his defamation claim aganst
AstraZeneca In May 2010, the US Supreme Court denied Bildman's
petition for a wnt of certroran, declning to review the lower court’s
decision and preserving a favourable cutcome for AstraZeneca

Tax

Where tax exposures can be quantified, an agcrual 1s made based
an best estimates and management's judgement Details of the
maovements in relation to matenal tax exposures are discussed below

Transfer pncing and other intemational tax contingencies
AstraZeneca faces a number of transfer pncing audits i junsdictions
around the world and, In some cases, is in dispute with the tax
authonties The issues under discussion are often complex and
can reguire many years to resolve Accruals for tax contingencies
require management to make estimates and Judgements with respect
to the ultmate outcome of a tax audit, and actuafl results could vary

AstraZenaeca Annual Report end Form 20-F Inforrmatian 2010

from these estmates The internatonal tax emvironment presents
increasingly challenging dyniarmics for the resolution of transfer pneing
disputes These disputes usually result in taxable profits beng
increased in one termtory and cormespondingly decreasad in another
QOur balance sheet posiions for these matters reflect appropnate
corresponding relief in the temtones affected Management considers
that at present such corresponding relief will be avattable, but given
the challenges in the international tax environment will keep this
aspect under careful review The total net accrual inciuded in the
Group Financial Statements to cover the worldwide exposure to
transfer pneing audits 1s $2,310m, a decrease of $17m due to
negotiated settlements offset by the impact of an additional year of
transactions relating to contingencies for which accruals had already
heen established, revisions of estimates relating to exsting audits,
a number of new tax contingencies and exchange rate effects

Tax accruals have been made in respect of two indwidually
significant exposures

> The tax accrual at 31 December 2008 and 2009 included amounts
In refation to a long running transfer prcing dispute between
AstraZeneca and HM Revenue & Customs (HMRC) covenng all
penods from 1996 onwards In February 2010, AstraZeneca
announced that the company had entered into an agreement with
HMRC in the UK to settle this dispute As a consequence of the
settlement, AstraZeneca and HMRC have withdrawn the joint
referral of this Issue to the UK Tax Court The agreement will result
in AstraZeneca paying £505m to HMRC to resolve all clams made
by HMRC in relation to this issue for the 15-year penod from 1996
to the end of 2010 The £505m settlement 1s payable in two
instalments of which the first instalment of £350m ($562m) was
paid in February 2010 A second final instalment of £155m 1s due
to be paid in March 2011 and 1s included in ordinary tax payable
at 31 December 2010

> AstraZeneca has applied for an advance pncing agreement in
relation 10 intra-group transactions between the UK and the
US which 1s being progressed through competent authority
proceedings under the relevant double tax treaty

Management continues to believe that AstraZeneca’s positons
on all its transfer pnaing audits and disputes are robust and that
AstraZeneca s appropnately provided

For transfer pncing audits where AstraZeneca and the tax authonties
are in dispute, AstraZeneca esttmates the potental for reasonably
possible addittonal losses above and beyond the amount provided
to be up to $565m (2009 $575m), however, management believes
that it 1s unlikely that these additional losses will anse It s possible
that some of these contingencies may reduce in the future to the
extent that any tax authonty challenge 1s unsuccessful, or matters
lapse following expiry of the relevant statutes of imitatron resufting
in a reduction in the tax charge in future penods

Other tax contingencies

Included in the tax accrual 1s $1,429m relating to a number of other
tax contingencies, an increase of $468m mainly due to the impact
of an additional year of transactions relating to contingencies for
which accruals had already been established and exchange rate
effects For these tax exposures, AstraZeneca does not expect
matenal addiional losses It s, however, possible that some of
these contingencies may reduce in the future f any tax authonty
challenge 1s unsuccessful or matters lapse following expiry of the
relevant statutes of mitation resulting in a reduction in the tax
charge in future penods

Timing of cash flows and interest

it 1s not possible to estimate the timing of tax cash flows in
refation to each cutcome, however, it 1s anticipated that a number
of significant disputes may be resolved over the next one to

two years Included in the provision i1s an amount of interest of
$608m (2009 $565m) Interest is accrued as a tax expense
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26 Leases
Total rentals charged to profit were as follows
2010 2008 2008
$m $m $m
Operating leases 212 198 206

The future mimimum lease paymenis under operating leases that have inihal or remaining terms in excess of one year at 31 December 2010
were as follows

2010 2009 2008
$m $m $m
Obligatiens under loases compnse
No fater than one year 161 132 101
Remtals due after more than one year
Later than five years 103 13 145
Later than one year and not later than five years 242 208 212
345 339 357
506 471 458
27 Statutory and other information
2010 2009 2008
$m $m Sm
Fees payabla to KPMG Audit Pic and tts associates
Group audt fes 23 24 32
Fees payable to KPMG Audit Pic and its associates for other senvices
The audrt of subsidianes pursuant to legislation 65 66 71
Other services pursuant to legislation 33 29 33
Taxation 11 10 09
All other services 01 07 t7
Fees payable to KPMG Audit Pic in respect of tha Group's pension schemes
The audht of subsidianes pension schames 06 05 06
139 141 168

Other services pursuant to legislation mclude fees of $2 4m (2009 $2 3m, 2008 $2 5m) in respect of section 404 of the Sarbanes-Oxley Act
Taxation services consist of tax compliance services and, to a iesser extent, tax advice

All other services include assurance services in relation to third party compliance with manufactunng and distnbution agreements and
adwvisory services supporting management in their development of competency and development frameworks for staff

Related party transactions
The Group had no matenal related party transactions which might reasonably be expected 1o influence decisions made by the users of
these Financal Statements

Key management personnel compensation
Key management personnel are defined for the purpose of disclosure under IAS 24 ‘Related Party Disclosures’ as the members of the
Board and the members of the SET

2010 2000 2008

$000 $000 $000

Short-tarm employea benefits 21,925 20784 21,973
Post-employment benefits 1,793 2,080 2290
Termination bensfits - 3639 —
Share-based payments 11,563 12 547 13 210
35,281 39 050 37473

Total remuneration is included within employee costs (see Note 24)

Subsequent events
There were no matenal subsequent events
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Principal Subsidiaries

(o
3
Parcentage of voting 3

At 31 December 2010 Country share capitat heid Principal activity 6
UK L
AstraZeneca UK Limrted England 100 Research and development, manufactunng marketing
AstraZeneca Treasury Liruted England 100 Treasury
Continentatl Europe
NV AstraZeneca SA Belgum 100 Marketing
AstraZeneca Dunkerque Production SCS France 95 Manufactunng
AstraZenaca SAS France 100 Research manufactunng, marketing
Novexal SA France 100 Research
AstraZeneca GmbH Germany 100 Development manufacturng, marketing
AstraZenaca Holding GmbH Germany 100 Manufactunng, marketing gl
AstraZeneca SpA Itaty 100 Marksting o,
AstraZenaca Farmaceutica Span SA Spain 100 Marketing g
AstraZenaca AB Sweden 100 Research and development manufactunng, marketing 3
AstraZeneca BY The Netherlands 100 Marketing )

]
The Americas o
AstraZeneca Canada Inc Canada 100 Research, marketing 3
AZ Reinsurance Limited Cayman Islands 100 Insurance and remsurance underwniing
IPR Pharmaceubcals Inc Puarto Rico 100 Deavelopment manufactunng marketing
AstraZeneca L P us a9 Research and development manufactunng marketing
AstraZeneca Pharmacsuticals LP us 100 Research and development, manufacturing marketing
Zeneca Holdings Inc us 100 Manutactunng marketing
Medimmune LLC us 100 Research and development, manufacturing marketing

O
Asia, Africa & Australasia ,-3
AstraZeneca Pty Limited Australia 100 Devalopment manufagtunng, marketing 9'
AstraZeneca Pharmaceuticals Co, Limited China 100 Research and development manufactunng marketing ;l_'.:_
AstraZenaca KK Japan 80 Manufactunng marketing L

g
Al shares are held mdrectly E

3
The companies and other entities listed above are those whose results of financial position pnncipally affected the figures shown in the g
Group Financial Statements A full ist of subsidanes, joint ventures and associates will be annexed to the Company’s next annual return 4

filed with the Registrar of Companies The country of registration or incorporation i1s stated alongside each company The accounting year
ends of subsidianes and associates are 31 December, except for Aptium Oncology, Inc which, owing to local conditions and to avoid
undue delay in the preparation of the Financial Statements, 1s 30 November AstraZeneca operates through 254 subsidianes worldwide
Products are manufactured in 16 countries worldwide and are sold in over 100 countnes The Group Financial Statements consoldate
the Financial Statements of the Company and its subsidianes at 31 December 2010
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Independent Auditor’s Report to the Members of AstraZeneca PLC

We have audited the Parent Company Financial Statements of
AstraZeneca PLC for the year ended 31 December 2010 set out
onpages{2071tc[211] Thefinancialreporting frameworkthat hasbeen
applied in theur preparation 1s applicable law and UK Accounting
Standards {UK Generally Accepted Accounting Practice)

This report 1s made solely to the Comparny’s members, as a body,
In accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we might state to the
Company’s members those matters we are required to state to them
in an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members,

as a bady, for our audit work, for this report, or for the opinions

we have formed

Respective responsibilihies of directors and auditors

As explained more fully in the Directors’ Responsibilities Staterment
set out on page {144), the Directors are responsible for the preparation
of the Parent Company Financia! Statements and for being sahsfied
that they give a true and farr view QOur responsibility 1s to audit, and
express an opinicn on, the Parent Company Financial Statements
In accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply wath
the Auditing Practices Board's {APB’s} Ethical Standards for Auditors

Scope of the audit of the financial statements
A description of the scope of an audit of financial statements 1s
provided on the APB’s website, frc org uk/apb/scope/private cfim

Opinion on financial statements
In our opinion, the Parent Company Financial Staternents

> Give a true and farr view of the state of the Company’s affars
as at 31 December 2010

> Have been properly prepared in accordance with UK Generally
Accepted Accounting Practice

> Have been prepared in accordance with the requirements of the
Companies Act 2006
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Qpinuon on other matters prescrnibed by
the Companies Act 2006
In our opnicn

> The part of the Directors’ Remuneration Report to be audited
has been properly prepared in accordance with the Comparnses
Act 2006

> The information given In the Directors’ Report for the financial
year for which the financial statements are prepared 1s consistent
with the Parent Company Financial Statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where
the Companies Act 2006 requures us to report to you If, in our opinion

> Adequate accounting records have not been kept by the
Parent Company, or returns adequate for cur audit have
not been received from branches not visited by us

> The Parent Company Financial Statements and the part
of the Directors’ Remuneration Report to be audited are not
in agreement with the accounting records and returns

> Certan disclosures of Directors' Remuneration specified by
law are not made

> We have not recewved all the information and explanations
we require for our audit

Other matters
We have reporied separately on the Group Financial Statements of
AstraZeneca PLC for the year ended 31 December 2010

Jimmy Daboo
Senor Statutory Auditor

For and on behalf of KPMG Audit Pic, Statutory Auditor
Chartered Accountants
15 Canada Square, London, E14 5GL

4
27 January 2011
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Company Balance Sheet
at 31 December

O
<
1]
AstraZeneca PLC ]
2010 2009 ]
At 31 Dacember Notes $m $m =
Fixed assets
Fixed asset nvestments 1 25,232 25,230
Current assets
Debtors — other 1 1
Debtors - amounts owed by Group undertakings 3,558 B.966
3,559 8,967
Creditors Amounts falling due within one year
Non wade creditors 2 {194} (252)
Interest bheanng loans and borrowings 3 - (1,790)
(194) {2,042) @
Net current assets 3,365 6,925 5
Total assets less current liabilities 28,597 32,155 5
Creditors Amounts falling due after more than one year 3
Amounts owad to Group undertakings 3 (283) (283) d
Interest bearning loans and borrowings 3 {8,486) (8,582) 2
(8,769) (8.865) <
Net assets 19,828 23,290 P
Capital and reserves
Called-up share capital 6 352 363
Share premiym account 4 2,672 2,130
Capital redemption reserve 4 107 94 \___
Other resarves 4 3,020 2922 —
Profit and loss account 4 13,677 17731
Shareholders’ funds 5 19,828 23 290

$m means milions of US dollars

The Company Financial Statements on pages {207] to [211] were approved by the Board on 27 January 2011 and were signed onits behalf by

David R Brennan Simon Lowth
Director Director

Company’s registered number 2723534
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Company Accounting Policies

Basis of accounting

The Company Financial Statements are prepared under the historical
cost convention, modfied to include revaluation to far value of certan
financial instruments as described below, in accordance with the
Companias Act 2006 and UK Generally Accepted Accounting
Practice (UK GAAP) The Group Financial Statements have been
prepared in accordance with International Financial Reporting
Standards as adopted by the European Union and as issued by
the IASB and are presented on pages [150] to [154]

The following paragraphs descnbe the man accounting policies
under UK GAAP, which have been appled consistently

New accounting standards

The Company has adopted the Amendments to FRS 20 (IFRS2)
‘Share-based Payment — Group Cash-settled Share-based Payment
Transactions’ during the year The adoption had no impact on the
net results or net assets of the Company

The Amendments to FRS 25 (AS 32) ‘Financial Instruments
Presentation Classification of Rights Issues’ has been issued but not
yet adopted by the Company ‘Impravements to Financial Reportng
Standards 2010 {Novernber 2010} has also been issued but not yet
adopted by the Company

Foreign currencies

Profit and loss account items in foreign currencies are translated
into US dollars at average rates for the relevant accounting penods
Assets and abilities are translated at exchange rates prevailing at
the date of the Company Balance Sheet Exchange gans and losses
on loans and on short-term foreign cumrency borrowings and deposits
are included within net interest payable Exchange differences on all
cther transactons, except relevant foreign currency loans, are taken
to operating profit

Taxation

The charge for taxatron 1s based on the result for the year and takes
nto account taxahon deferred becausa of timing differences between
the treatment of certain tems for taxation and for accounting
purposes Full provision 1s made for the effects of these differences
Deferred tax assets are recognised where it 1s more hkely than not
that the amount will be realised in the future These estimates require
judgements to be made including the forecast of future taxable
income Deferred tax balances are not discounted

208 Financial Statements

Accruals for tax contingencies require management to make
Judgements and estimates in relation to tax audit 1Issues Tax benefits
are not recognised unless the tax positions will probably be sustaned
Once considered to be probable, management reviews each matenal
tax benefit to assess whether a provision should be taken against
full recognition of that benefit on the basis of potential setilement
through negotiation and/or liigation

Any recorded exposure to interest on tax habihties 1s provided for
in the tax charge All provisions are included in creditors due within
one year

Investments

Fixed asset investments, including mvestments in subsidiaries, are
stated at cost and reviewed for mparment if there are indications
that the carrying value may not be recoverable

Share-based payments

The 1ssuance by the Company to employees of its subsidianes of
a grant over the Company's options represents additional capital
contributions by the Company to its subsidianes An addironal
investment in subsidianes results N a corresponding increase N
shareholders’ equity The additional capital contnbution is based
on the fair value of the grant 1ssued, allocated over the underiying
grant’s vesting pencd

Financial nstruments
Loans and other recevables are held at amortised cost Long-term
loans payable are held at amortised cost

Litigation

Threugh the normal course of businegss, the AstraZeneca Group is
involved n legal dispuies, the settlement of which may involve cost
to the Company Provision 1s made where an adverse outcome I1s
probable and associated costs can be estimated relably In other
cases, appropnate descnptions are included
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Notes to the Company Financial Statements
Q
&
1 Fixed asset investments <
Investments in subsidiarias 6
Shares Loans Total i
$m $m $m
Cost and net book value at 1 .January 2010 16,367 8,863 25,230
Captal contribution 98 - 98
Exchange - {100) {100)
Amortisation - 4 4
Cost and net book value at 31 December 2010 16,465 8,767 25,232
2 Non-trade creditors
2010 2009
S $m
Amounts due within one year g
Short term borrowings unsecured) 12 12 ®
Other creditors 169 226 -
Amounts owed to Group undertakings 13 14 &
194 252 e v
2
3 Loans g
Repayment 2010 2008
dates $m $m
Amounts due within one year
Interest-bearing loans and borrowings lunsscured)
Euros
4 625% Non-callable bong 2010 - 1,073
5 625% Non-callable bond 2010 - 757
- 1790 Q
Amounts due after more than one year _g
Amounts owed to subsidianes {(unsecured) Q
US dollars 8
7 2% Loan 2023 283 283 o
Interest-bearing loans and borrowings Junsecured) g
LS dollars é
5 4% Callable bond 2012 1,747 1744 3
5 4% Gallabla bond 2014 749 748 1Y)
5 9% Callable bond 2077 1,744 1743 a
6 45% Callable bond 2037 2,718 2,717 ©
Euros
5 1256% Non-callable bong 2015 993 1,072
Pounds sterling
5 75% Non-callable bond 2031 535 558
8,486 8,582
n
=
2010 2009 @
$m $in 2
toans or mstalments thereof are repayable o
After five years from balancs sheet date 5,280 6,373 P
From two to five years 1,742 2,492 g
From one to two years 1,747 - ®
Within one year - 1,790 g
Total unsecured 8,769 10,655 2
W

All loans are at fixed interest rates Accordingly the fair values of the loans will change as market rates change However, since the Ipans are
held at amortised cost, changes in interest rates and the credit rating of the Company do not have any effect on the Company's net assets

uoIjeULIOJU| [RUCRIPPY
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Financial Statements

4 Reserves
Share Capital Profit

premium redemption Other and less 2010 2009

account reserve reserves nccousnmt Total Total
At begnning of year 2,180 94 2,922 17,73t 22,927 22981
Profit for the year - - - 2,043 2,043 2,658
Dwidends - - - {3,494) {3,484) {3.026)
Amortsation of loss on cash flow hedge - - - 1 1 1
Share-based paymen - - 98 - 93 179
Share repurchases - 13 - (2,604) {2,591} -
Share pramium 492 - - - 492 134
At end of year 2,672 107 3,020 13,677 19,476 22,927
Distnbutable raserves at end of year - - 1,841 13,677 15,518 19,572

As permitted by section 408(4) of the Companies Act 2006, the Company has not presented its own profit and loss account

Al 31 December 2010, $13,677m (31 December 2009 $17,731m) of the profit and loss account reserve was avalable for distnbution
Included In other reserves 1s a special reserve of $157m, ansing on the redenomination of share capitai in 1999

included within other reserves at 31 December 20101s $1,179m (31 December 2009 $1,081m) in respect of cumulative share-based
payment awards These amounts are not avalable for distribution

5 Reconciliation of movement in shareholders’ funds

2010 2009
$m $m
At beginning of year 23,290 23,343
Net profit for the financial year 2,043 2,658
Dridencds {3,494 {3026
Amortisation of loss on cash flow hedge 1 1
Share based paymant 98 179
issue of AstraZeneca PLC Ordinary Shares 494 135
Repurchase of AstraZenaca PLC Ordinary Shares (2,604) -
Net decrease tn shareholders’ funds {3,462) {53)
Shareholders' tunds at end of year 19,828 23,200

Details of dwvidends paid and payable to shareholders are given in Note 21 10 the Group Financial Statements on page 167

6 Share capnal
Abotted calted-up and hully paid

2010 2009

$m S

Issued Ordinary Shares ($0 25 each) 352 23623
Redeemable Preferance Shares (£1 each — £50,000) - —
352 363

At 31 December 2010, 1,409,023,452 Ordinary Shares were In 1ssue

The Redeemable Preference Shares carry imited class voting nghts and no dwvidend nghts This class of shares is capable of redemption
at par at the option of the Company cn the gvng of seven days’ wntten notice to the registered holder of the shares

The movements in share capital durng the year can be summansed as follows

Ne of shares (million) $m
At 1 January 2010 1,451 363
Issues of shares 12 2
Repurchasa of shares {54) {13)
At 31 December 2010 1,409 352

Share repurchases
Dunng the year, the Company repurchased 53,691,507 Ordinary Shares at an average pnce of 3111 pence per share (2009 nif)

Share schemes

A total of 11,756,397 Ordinary Shares ware 1ssued dunng the year in respect of share schemes Details of movemnents in the number of Ordinary
Shares under opton are shown in Note 24 to the Group Financtal Statements, detads of options granted to Directors are shown in the Drectors’
Remuneration Report

Shares held by subsidiaries
No shares in the Company are held by subsidianes

202 Financial Statements AstraZeneca Annual Report and Form 20-F Information 2010




7 Litigation and environmental llabihities
In addition to those mattars disclosed below, there are other cases where the Company 1S named as a party to legal proceedings
These are described n Note 25 to the Group Financial Statements

EU Commussion patent settlements monitoning

In January 2010, the European Commssion requested copies of settlement agreements entered into between July 2008 and December 2009
from a number of companies, including AstraZeneca AstraZeneca co-operated fully with the request The European Commission published
its First Report on Monitonng of Patent Settlements in July 2010 The report noted a decrease in the number of settlement agreements which
might be problematic (pursuant to EU competition laws) in the relevant penod, compared to the penod covered by the European Commission's
sector nquiry into the pharmaceutical ndustry {January 2000-June 2008) In January 2011, the European Commussion requested copies of
settlement agreements which were entered into or amended in 2010 from & number of companies, including AstraZeneca AstraZeneca will
co-cperate fully with the request

Foreign Corrupt Practices Act

In connection with an investigation into Forexgn Corrupt Practices Act issues in the pharmaceutical ndustry, AstraZeneca has receved inquines
from the US Department of Justice and the SEC regarding, among other things, sales practices, internal controls, certain distnbutors and
nteractions with healthcare prowiders in several countries AstraZeneca Is co-operating with these inquines AstraZeneca s Investigating
ndications of mappropnate conduct in certain countries, ncluding China These investigations are ongoing, and it 1s not currently possible
to predict the scope, duration or outcome of these matters, iIncluding the extent to which, If at all, they will result In any lability to AstraZeneca

Bildman v Astra USA

In March 2010, Bildman filed a pettion for a wnit of certioran with the US Supreme Court, seeking appeal of the Massachusetts Supreme
Juaicial Court's disrmissal of hus defamation clam against AstraZeneca In May 2010, the US Supreme Court denied Bildman's petition for
a wnt of certroran, declining to review the lower court’s decision and preserving a favourable outcome for AstraZeneca

EU Commussion investigation

On 30 November 2010, the European Commission commenced an investigation relating to certain alleged practices regarding Nexium, and
dawn raided several AstraZeneca sites The European Comimission is investigating whether AstraZeneca may have acted mdmdually or jomntly
to delay genenc entry, in alleged breach of Aricles 101 and/or 102 of the Treaty on the Functionung of the European Union, which prohibit
ant-competrive practices between third parties and abuse of a dominant posion Dawn rads are a preliminary step in nvestigating suspected
ant-competitive practices The European Commission is continuing its investigation AstraZeneca remains of the view that the investigation
1S unfounded and that it has complied with alk relevant competiion laws AstraZeneca has, in accordance with its corporate policy, co-operated
with the European Comimission's investigation AstraZeneca will continue to co-operate with the European Commission should It decide to
take the matter further

Dutch Competition Authority Nexsum investigation

On 30 Novemnber 2010, the Dutch Competition Authonty {NMa) commenced an investigation relating to alleged breach of Article 24 of Dutch
competition law and Article 102 of the Treaty on the Functioning of the European Union The NMa's investigation refates to alleged foreclosure of
genenc versions of certain proton pump inhibitors The NMa 1s continuing its investigation AstraZeneca remeuns of the view that the investigation

15 unfounded and that ¢ has complied with all relevant competiion laws  AstraZeneca has, in accordance with its corporate policy, co-operated
with the NMa's investigation AstraZeneca will continue to co-operate with the NMa should it decide to take the matter further

Other
The Company has guaranteed the external borrowing of a subsidiary in the amount of $288m

8 Statutory and other information
The Directors were paid by another Group company in 2010 and 2009
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Financial Statements

Group Financial Record

2006 2007 2008 2009 2010
For the year ended 31 December $m $m $m Sm $m
Revenue and profits
Reverua 26,475 29 559 31,601 32 804 33,269
Cost of sales (5,559) 6,419) (6,598} {5,775) (8,389)
Distrbution costs (226) (248) (291) (298) (335)
Research and development (3 902) (5 162) 5179 (4,409) {5,318)
Selling, genera) and administrative costs 9,096) (10 364) 10 9N3) (11333 {10,445}
Other operating Income and expense 524 728 524 553 712
Operating profit 8,216 8,094 9,144 11,643 11,494
Finance income 838 958 854 462 516
Finance expense {561) {1,070) (1317) {1,198) (1,033}
Profit befora tax 8,543 7583 8,681 10 807 10,977
Taxation (2,480} (2 356) {2,551} (3 283) (2,896)
Profit for the penod 6063 5,627 5,130 7.544 8,081
Other comprehensive income for tha penod net of tax 931 342 {1,906) (54} 25
Total comprehensive incoma for tha penod 6994 5,969 4,224 7,490 8,106
Profit attributable to
Equity holders of tha Company 6,043 5585 5101 7.521 8,053
Nan-controling interests 20 32 29 23 28
Earnings per share
Eamungs per $0 25 Ordinary Share (bask) $386 $374 $4 20 $519 $5 60
Earrings per $0 25 Ordinary Share [diluted} $385 $373 $4 20 $519 $5 57
Dwvidends $1410 $1750 $16800 $2090 $2 410
Return on revenues
QOperating profit as a parcertage of revenuas 310% 27 4% 289% 35 2% 34 5%
Ratia of @arnings to fixed chargas 927 156 135 199 240

2006 2007 2008 2009 2010
At 31 December $m $m $m $m $m
Statement of Financial Position
Property, plant and equipment, goodwill and mtangible assets 11,657 29649 29 240 29,422 28,986
Other nvestmants 146 299 605 445 535
Deferred tax asaels 1220 1044 1,236 1202 1,475
Current assats 16 909 16,996 15,869 23 760 25,131
Total assets 29932 47,988 46,950 54 920 58,127
Current liabilities {9,447) {15 218) (13 415) (17840) (16,787)
Nor-current abilities (5,069) (17 855) {17,475) {16 459) {15,930)
Net assets 15,418 14 915 16 060 20 821 23,410
Share capital 383 364 62 363 352
Reserves attnibutable to equity hoiders 14 921 14,414 15 550 20,297 22,861
Non-controling interests 112 137 148 161 197
Total equity and reserves 15,4186 14 915 16 050 20,821 23,410

20068 2007 2008 2009 2010
For the year ended 31 December $m $m $m $m $m
Cash flows
Net cash inflowAoutfiow] from
Operaling activities 7,693 7510 8,742 11739 10,680
rvasting acteaties (272) {14 887) {3 896) (2,476) {2,340)
Financing actvities {5 366) 6,051 {6,362 {3629 (7,220}

2055 (1.326) (1,516) 5,634 1,120

Far the purpose of computing the ratio of earnings to fixed charges, eamings consist of the ncome from continuing ordinary activities before
taxation of Group compantes and ncome receved from comparies owned 50% or less, plus fixed charges Fixed charges consist of interest on all
indebtedness, amortisation of debt discount and expense and that porbion of rental expense representatve of the Interest factor
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Development

Line Extensions

Pipel INE -t 27 sanuary 2011

Estmated Fiing
Compound Mechanism Area Undder Investigation Phasa Us EU Japan Emerging
Cardiovascular
Kombiglyze™ XR/ Onglyza™/  DPP-4 nhibitor + metformin FOC diabetes n Launched Filed Filed
metformin IR FDCH
Dapaglflozn/metformin FDC*  SGLT2 inhibitor + metformin FDC dabetes L] H1 2012 H12012
Onglyza™ SAVOR* DOPP-4 inhibitor outcomes study I} 2018
Briinta PEGASUS-TIME ADP receptar antagorust outcomes study il 2014 2014 2014 2014
Crestor statn outcomes N subyects It Launched Launched TBC Filed
with elevated CRP
Axanum proten pump inhibetor + low dose low dose aspinn associated n Filed*** Filad 2014 Filed
aspinn FOC paptic ulcer
Gastrointestinal
Nexwm proton pump inhibrtor peptic ulcer bleeding L[] Filed Launched
Nexaurm proton pump nkubror GERD il Launched Launched Filed Launched
Nouroscience
Seroquel XA Dy/SHT, anmagorust major depressive disorder 1] Launched Launched"* Launched
Diperan® sadative and anaesthenc CoNSCouS sedaton w Launched H2 2012 Launched
EMLA* local angesthetic topical anaesthesia n Launched Filad Launched
Oncology
irassa EGFR tyrasine kinase inhibitor 1st ing EGFR mut+ NSCLC 1] Launched Filed Launched
Fasiodex oastrogen receptor antagonist high dose (500mg) 2nd line 1l Launched Launched Filed Filed
advanced breast cancer
Infaction
FuMist/Ruenz Ive attenuated, ntranasal nfuenza ] Launched Fited
nfluenza virus vaccine
Respiratory & Inflammation
Qs long acting B, agorust COPD I} Launched Q3 201
Symbicort nhaled sterowd/ CcoPD il Launched Launched Q42011 Launched
long-acting 8, agonist
Symbcort inhaled sterowd/ SMART m Launched Q32011 Launched

long-acting B; agorust

Kombighyze™ XR n the US, Onglyza™/metiommen IR FOC in the EU
Adiunct only monotherapy withdrawn
Complate Response Lotter receved

# Partnered product
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Q
3
Phase lll/Registration P
=
Estimated Fiing -1
Compound Mechanism Area Under Investigation Phase us EU Japan Emerging
Cardiovascular
Brilinta/Brique ADP receptor antagonist artenal thrombosis it Filed” Launched 2013 Approved
Bapaglflozin® SGLT2 inhibtor diabetes 1] Filed Fied 2013 Q2 2011
Neuroscienca
Vimovo* naproxen + esomeprazola signs and symptoms lil Launched Launched Filed T
of OA RAand AS
TC-5214* neurcnal ricotinic major deprassiva 1] H2 202 2015
receptor madulator discrder {adjunct)
Oncology @
Vandetanib (Zactma) VEGFR/EGFR tyrosine kinase medultary thyrod 1] Fied Filed Q3 201t Qazaon =
inhititor with RET kinase agtiity cancer g
Zibotentan endotheln A receptor antagonist castrate resistant 1]} H12012 H1 2012 Hi1 2012 M
prostate cancer g
Infection b |
MEDI-3250C lve, attenuated intranasal infiuenza  seasonal nfluenza 1] H1 2011 TBC 2
virus vaccine (quadrivalent) ©
Zinforo* {ceftaroline) extended spectrum cephalosponn  pneumonia/skin i Filed Q3 201 -3
with affinty to pencilin-binding infections
protens
Respiratory & Inflammation
Fostamatinib® spleen tyrosine kinase {SYK) nhibtor  rheurnatord arthritis 1} 2013 2013 2013
# Parinered product
* Complete Response Letter recaved o
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Development Pipeline

Phases land ll

Estimated Filng
Compound Mechanism Araa Under Investigation fnase us EU Japan Emerging
Cardiovascular
AZDIEE6 G¥ actvator diabstes I
AZDBI14 G¥ actvator diabetes |
AZD8329 11BHSD nhibtor diabstes/obasity !
AZD7887 diacylglycerol acyl transferase dabetes/obesity |
-1 inhibitor
AZDS658 GK actvator diabetes/obesity |
AZDAO7 118HSD inhibtor glaucoma |
Neuroscience
AZD3480* alpha,/beta, neuronal nicotinic ADHD I
receptor agonist
AZDE765 NMDA receptor antagonist major depressive disorder It 2016 2016
AZD2066 metabotropic glutamatas receptor chrenic neurcpathic pain It
5 antagonist
AZD2066 metabotropic glutamate receptor major depressve disorder li
5 antagonist
NKTR-118* oral penpherally-acting opiod opioid-induced constipation ] 2013 2013
antagonist
TC-5214* neurcnal nicotinic receptor major depressive disorder ]
modulator {monctherapy)
TC-5619 alpha; neuronzl nicoting receptor  cogriutve cdisorders n 1]
agonist schizophreria
AZD1446" alphaybeta; neuronal nicotinic Alzheimer s dissase/ADHD I
receptor agonist
AZD2423 chemalane antagonist chronic neuropathic pam I
AZD3241 myeloparoxidass (MPQ) inhibitar Parkinson's disease |
AZD3043* GABA-A receptor modulator short acting sedatve/anaesthetic |
MEDI-678 anti-NGF MAD QA pan |
AZD5213 H3AN Alzhaimer's disease/ADHD |
Oncology
Recentn VEGFR tyrosine kinase inhibitor NSCLC Il 2016 2016
Selumetnib* (AZDE244) MEK mhibrtor sold tumours 1 2015 2015
{ARRY 142886)
Olapanty PARP nhibtor Serous ovanan cancer ] 2015 2015 2018 2018
AZD1152 auwrora kinase inhibitor haematological malignancies 1l
AZD89MN erbB kinase inhibttor braast cancer chemo comb/ ] 2015 2015
sohd turnours
MEDI 575" antl PDGFR-alpha MAD solid tumours 1]
AZD2461 PARP inhibitor sold tumours 1
AZD3514 androgen receptor downregulator  prostate cancer |
AZD7762 CHK1 kinase inhibrior sokd tumours |
AZDB330" (ARRY-424704) MEK nhibitor sohd tumours |
CAT-8015 anti-CD22 recombinant immunotoan - haematological malignancies I
MED1 551 anti-CD19 MAb haematological malgnancies |
AZDB055 TOR kinase imhibrtor range of turmours |
MEDI-573* anti-IGF MAb solid tumours |
AZD1480 JAKZ2 inhibitor myeloprolferatve diseases/ ]
sold tumours
AZDA547 FGFR tyrosine kinase nhibitor sohd tumours I
AZD2014 TOR lnasa inhibitor sold tumours I
Selumetinib (AZDG244) MEK/AKT inhibtor solid tumours I
(ARRY-142886)/MK22067
MEDI-3617 ant-ANG 2 MAb sold turnours |
AZD5363 AKT nhibitor salid tumours I
MEDI-565 anti-CEA BITE sold tumours !

# Partnered product
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Phases |l and Il continued

Estmated Filing
Cempaund Mechansm Area Under Investigation Phase us Eu Japan Ermerging (o)
Infection ¢<p
AZDO7T3" ant-TNF-alpha polclonal antibody  severe sepsis Il 2015 2035 2015 2015 3
CAZ104* beta lactamase inhibstor/ senous infections Il 2013 2014 g
cephalosporn
Maotawizumab*® humanized MAD binding to earty and late treatment of I
RSV F proten RSV in paeds »1 yr
CXL104* (CEF104) beta lactamase inhibitor/ MRSA [] 2015
cephalosponn
MEDi 534 RSV/PIV-3 vaccine RSV/PIV prophylaxis |
MEDt 550 pandemic influenza virus vaccine pandemic iInfluenza prophylaxis |
MED! 553 RSV vaccine RSV proprylaxis |
AZDG6847 oxazohidinone anti-bacterial nhibitor tuberculosis |
AZDI7A2 BTGT4 IV MRSA |
Respiratory & Inflammation g’
AZD1981 CRTh2 receptor antagonist asthma/COPD 1 [
MEDI 526* ant-IL9 MAG asthma I a
CAT-354 ant-IL 13 MAD asthma I 4
AZD3199 {LABA asthma/COPD 1l o]
MEDI 563 anti-IL-58 MAb asthma ] ]
MEDI 545¢ ant-IFN-aipha MAD SLE, myositis 1l b
AZDBB4s Toll-ike receptor 7 agonist asthma Il 2
CAM-3001" ant-GM-CSFR MAb rheumnatod arthntis 1l
AZD2423 CCR2b antagorust COPD Il
AZDBE83 MUSCannIc antagonust COPD ]
AZD5423 inhaled SEGRA COPD 1l
AZD5069 CXCR2 CoPD 1
AZDIB19 neutrophl elastase inhibitor COPD | o
MEDI 546* anti-IFN-alphaR MAb scleroderma | O
MEDI 551 ant-CD19 MAL sclerodema I o
MEDI 570° ant-ICOS MAD SLE [ 3
MEDI 557 RSV MAD - extended half-life COPD t 6»
# Parinered product g)
<
1]
=
=
o
=
O
1]
)
3
o
=
[+
=
4
4]
—
(1]
3
2]
=
&

AstraZeneca Annual Report and Form 20-F Information 2010

Development Pipeline 209

>
o
Q
=
=}
=3
2
5
=
=]
=
3
1)
=
=]
=




Development Pipeline

Discontinued Projects

Compound Arca Undar investigation Compound Arga Under tnvestigation
Cardiovascular Oncology

AZDE3T0 ciabetes MEDI-547 sohd umours
Certnad dyslpidaemia AZDATE9 sobd tumeurs
AZDADIY chabetes/obesty Faslodex 15t ine advanced breast cancer
AZD0OB37 thrombosis Olapznb gBRCA breast
AZDB482 thvormbacsis Recentin CRC
Gastrointestinal Recentin recurrent ghoblastoma
Lesogaberan (AZD3355) GERD Respiratory & Inflammation

AZD1386 GERD AZDOIG6S COPD

AZD2066 GERD AZDB553 CCPD

AZD2516 GERD AZD2551 COPD

Infection AZD5122 COPD

MEDI-560 PV prophylaxis AZD5985 asthma/COPD
Motavizumab RSV prevention AZDBOTS asthma/COPD
AZD7285 Hepattis G AZDBE6E COPD
Neuroscience AZD1236 CCPD

AZD6280 anxiaty AZDI164 coPD

AZD8a418 schizophreria

AZD8529 schezophrema

AZDT268 deprassion/anxety

AZD2327 depresson/anxiety

AZD2516 chromc neuropathic pan

Seroquel XR generatsed anxety disorder US

Comments

As disclosure of compound information 1s balanced by the business need to maintain confidentiality, nformation in relation to some
compounds listed in this section has not been disclosed at this time
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Shareholder Information

AstraZeneca PLC share listings and prices

2006 2007 2008 2009 2010
Ordinary Shares in 1ssue - millions
At year enc 1532 1,457 1,447 1451 1,409
Weighted average for year 1,564 1495 1453 1,448 1,438
Stock market price - per Ordinary Share
Highest (pence) 3529 2984 2888 2947 3385
Lowest {pence) 2574 2093 1748 2147 2732
At year end {pence) 2744 2164 2807 29165 2922
Percentage analysis of issued share capital at 31 December
By siza of account 2008 2007 2008 2009 2010
No of shares % % EL) % %
1-25C 05 05 G5 05 05
251 - 500 07 a7 07 Q7 06
501 -1,000 09 09 09 08 08
1,001 - 5,000 13 13 12 11 11
5001 - 10000 Q2 02 02 Q2 02
10,001 - 50,000 10 10 10 11 10
50001 -1 000,000 123 129 136 130 128
Over 1,000,000' 831 825 819 826 830

' Includes VPC and ADR holdings

At 31 December 2010, the Company had 120,304 registered holders of 1,409,023,452 Ordinary Shares At 31 December 2010, there were
approximately 205,000 holders of ADRs representing 6 5% of the 1ssued share capitat of the Company and 148,000 holders of shares held
under the VPC Services Agreement representing 18 2% of the issued share capital of the Company The ADRs, each of which 1s equivalent to
one Ordinary Share, are 1ssued by JPMorgan Chase Bank ({PMorgan)

Dunng 2010, under AstraZeneca’s share repurchase programme, which was introduced n 1999, 53 7 million shares were repurchased and
subsequently cancelled at a total cost of $2,604 million, representing 3 8% of the total issued share capital of the Company The average
price paid per share n 2010 was 3111 pence This brings the totat number of shares repurchased to date since the beginning of the
repurchase programme in 1999, to 430 O million Crdinary Shares {at an average price of 2717 pence per Ordinary Share) for a consideration,
including expenses, of $20,702 milkon The excess of the consideration over the nominal value was charged aganst the profit and loss
account reserve Ordinary Shares issued In respect of share schemes totalled 11 8 mullion

In 1899, 1n connection with the merger between Astra and Zeneca through which the Company was formed, the Company's share capital
was redenominated i US dollars On 6 Apnl 1999, Zeneca shares were cancelled and US dollar shares issued, credited as fully paid on the
basis of one dollar share for each Zeneca share then held This was achieved by a reduction of capital under section 135 of the Companies
Act 1985 Upon the reduction of capital bacoming effective, all Issued and unissued Zeneca shares were cancelled and the sum ansing as a
result of the share cancellation credited to a special reserve, which was converted into US doflars at the rate of exchange prevailing on the
record date This US dollar reserve was then applied tn paying up, at par, newly created US dollar shares

At the same time as the US dollar shares were 1ssued, the Company issued 50,000 Redeemable Preference Shares for cash, at par The
Redeemable Preference Shares carry limited class votng nghts, no dividend nghts and are capable of redemption, at par, at the opton of the
Company on the giving of seven days’ written notice to the registered holder of the Redeemable Preference Shares

A total of 826 million Ordinary Shares were 1ssued to Astra shareholders who accepted the merger offer before the final closing date, 21 May
1989 The Company received acceptances from Astra shareholders representing 99 6% of Astra's shares and the remaining 0 4% was
acquired in 2000, for cash

Since Apnil 1999, following the merger of Astra and Zeneca, the principal markets for trading in the shares of the Company are the London
Stock Exchange (LSE), the Stockholm Stock Exchange (SSE) and the NYSE The table overleaf sets out, for the four quarters of 2009 and for
the first two quarters and last six months of 2010, the reported high and low share prices of the Company, on the following bases

> For shares hsted on the LSE the reported high and low middle market closing quotations are denved from the Daily Official List

> For shares listed on the SSE the high and low closing sales prices are as stated in the Official List
> For ADSs listed on the NYSE the reported high and low sales prices are as reported by Dow Jones (ADR quotations)
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Shareholder Information

Ordinary LSE ADS Ordinary SSE'
High (pence)  Low {pence} High {US$) Low USH High (SEK) Low {SEK)
2009 — Quartar 1 20470 21470 4160 3024 3310 2615
- Quarter 2 27280 22760 4501 3340 3510 795
- Quarter3 28780 28440 4754 43 01 356 0 3050
- Cuarter 4 29300 26905 4700 4364 3395 3080
2010 - Quarter 1 31025 27320 5040 4305 3838 3101
—Quarter 2 31680 27720 4874 4091 3680 3140
—July 32890 30515 8151 4705 3719 3534
~ August 33480 3216 5 5341 4943 3822 3651
— September 33850 32335 52 69 50 49 3761 3450
—~October 33590 31285 &3 50 50 43 3547 3367
— Novemnber 31440 28955 S0 34 46 93 3369 3257
—December 31530 20220 49 28 45 80 336 5 3093

1 Pnncipally held i bearer form.

Major shareholdings

At 27 January 2011, the following had disclesed an interest in the issued Ordinary Share capital of the Company in accordance with the
reguirements of rule 51 2 of the UK Listing Authonty's Disclosure and Transparency Rules

Percentage of

Number of Date of disclosure to  Issued share

Sharaholder shares Campany' capital
BlackRock Inc 100,885,181 8 Decernber 2009 718
Invesco Limded 72776 277 6 October 2009 518
Axa SA 56,991,117 3 February 2009 406
Invesior AB 51587810 3 February 2009 367
Legal & General Investment Managernent Linited 57,675,232 5 August 2010 410

' Bince the date of disclosure 1o the Company the Interest of ary person listad above in Ordinary Shares may have increased of decreased No requirgment to notdy the Company of ary increase
or cecrease woutd hava ansen unless the holding moved up or down through a whola number percentage lavel. The percentage level may increasa {on the cancellation of shares fallowing a
repurchase of sharas under the Cormparny § share repurchase programmae) or decraase {on the ssue of new shares under any of the Company s shara plans)

No ather person held a notifiable interest N shares, compnsing 3% or more of the 1ssued Ordinary Share capttal of the Company

Changes in the percentage ownership beld by major shareholders dunng the past three years are set out below Major shareholders do not

have different voting nghts

Pergentage of 1ssued share capital

Shareholder 27Jan2011  28Jan2010 28Jan 2009 31 .Jan 2008
BlackRock Inc 718 694 - -
Invesco Limited 518 501 - -
Axa SA 4 06 392 490 487
Investor AB 367 355 438 438
Lagat & General iInvestmant Managernent Lirmited 410 4 B84 409 406
Capital Research and Management Company - - 492 489
Wellington Management Co , LLP - - 418 416
- - 426 424

Barclays PLC

ADSs evidenced by ADRs 1ssued by JPMorgan, as depositary, are iisted on the NYSE At 27 January 2011, the proportion of Ordinary Shares

represented by ADSs was 6 55% of the Ordinary Shares outstanding
Number of registered holders of Ordinary Shares at 27 January 2011

>Inthe US 771
> Total 120,325

Number of record holders of ADRs at 27 January 2011

> In the US 221
> Total 2,237
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S0 far as the Company i1s aware, it 18 neither directly nor Indrectly owned or controlled by one or more corporations or by any government

At 27 January 2011, the total amount of the Company's voting securibes owned by Directors and officers of the Company was

Titla ol class Amount owned Percentage of class
Ordinary Shares 350,106 003

The Company does not know of any arrangements, the operation of which might result in a change in the control of the Gompary

Related party transactions

Dunng the penod 1 January 2011 to 27 January 2011, there were no transactions, loans, or proposed transactions between the Company
and any related parties which were matenal 1o etther the Company or the related party, or which were unusual in their nature or condrtions
(see also Note 27 to the Financial Staterments on page 196)

Options to purchase secunties from registrant or subsidianies
() At 27 January 2011, options outstanding to subscnbe for Ordinary Shares were

Number ¢f shares Subscription price (pence) Normal expury date
50,058,484 1882 - 3487 2011 - 2018

The weighted average subscrption price of options outstanding at 27 January 2011 was 2446 pence Al options were granted under
Company employee share schemes

(0} Included in paragraph (a) are options granted to Directors and officers of the Company as follows

Number of shares Subscription price (pence) Normal expiry date
1,928,024 1882 - 3487 2011 - 2019

(€} Included n paragraph (b) are opticns granted to ndwdually named Directors  Detalls of these option holdings at 31 December 2010 are
shown in the Share option plans table on page 134

Dunng the peniod 1 January 2011 to 27 January 2011, ne Director exercised any options

Dividend payments
For Ordinary Shares listed on the LSE and the SSE and ADRs listed on the NYSE, the record date for the second intenm dividend for 2010,
payable on 14 March 2011, 1s 4 February 2011 and the ex-dvidend date 1s 2 February 2011

The record date for the first intenm diwidend for 2011, payable on 12 September 2011, 18 5 August 2011
Future dividends will normally be paid as follows

First intenm Announced in Julty and paid in September
Second ntenm Announced in January and paid in March

Shareview

The Comparny’s shareholders with internet access may visit the website, shareview co uk, and register their details to create a portfolio
Shareview 1s a free and secure online service from the Company's registrars, Equiniti Limited, which gives access to shareholdings, ncluding
balance movements, indicative share pnces and information about recent dvidends

ShareGift

The Company welcomes and values all of its shareholders, no matter how many or how few shares they own However, shareholders who
have only a small number of shares whose value makes it uneconormnic to sell them, either now or at some stage In the future, may wish to
consider donating them to chanty through ShareGift, an independent chanty share donation scheme One feature of the scheme 1s that there
1S no gain or loss for UK capital gains tax purposes on gifts of shares through ShareGift, and it may now also be possible to obtan UK
income tax relief on the donation Further information about ShareGift can be found on its websie, sharegift org, or by contacting ShareGift
on 020 7930 3737 or at 17 Cariton House Terrace, London SW1Y 5AH ShareGift 15 administered by The Orr Mackintosh Foundation,
registered chanty number 1052686 More information about the UK tax position on gifts of shares to ShareGift can be obtained from HM
Revenue & Customs on their website, hmre gov uk.

The Unclaimed Assets Register

The Company supplies unclamed dividend data to the Unclamed Assets Register (UAR), which provides investors who have lost track of
shareholdings with an opportunity to search the UAR’s database of unclamed financial assets on payment of a small fixed fee The UAR
donates part of the search fee to chanty The UAR can be contacted on 0870 241 1713 or at PO Box 9501, Nottingham NGS0 1wD

Results

Unaudited trading results of AstraZeneca in respect of the first three months of 2011 will be published on 28 Apnl 2011 and results in respect
of the first six months of 2011 will be published on 28 July 2011
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Shareholder Information

Documents on display
The Articles and other documents concerning the Company which are referred to In this Annual Report may be inspected at the Company’s
registered office at 2 Kingdem Strest, London W2 6BD

Taxation for US residents

The following summary of the matenal UK and US federal ncome tax conseguences of ownership of Ordinary Shares or ADRs held as

capital assets by US resident shareholders 1s based on cument UK and US federal ncome tax law, including the US/UK double taxation

convention relating to ncome and capital gans, which entered into force on 31 March 2003 (the Convention) This summary does not |
descnbe all of the tax consequences that may be relevant in ight of the US resident shareholder's particular crcumstances US resident
shareholders are urged to consult therr tax advisers regarding US federal ncome tax consequences of the ownership and disposition of
Ordinary Shares and ADRs in therr particular circumstances This summary is also based in part on representations of JPMorgan as
depositary for ADRs and assurnes that each obhgation in the deposit agreement among the Comparyy, JPMorgan and the holders from time
to time of ADRs and any related agreements will be performed in accordance with s terms The US Treaswry has expressed concems that
parties to whorm ADRs are released before shares are delvered to the depositary (pre-release), or intermedianes in the chan of ownership
between holders and the issuer of the secunty undertying the ADRs, may be taking actions that are nconsistent with the claiming, by US
holders of ADRs, of foreign tax credits for US federal ncome tax purposes Such actions would also be inconsistent with the claiming of the
reduced tax rate, described below, applicable to dvidends receved by certain non-corporate US resident sharehalders Accordingly, the
avallabiity of the reduced tax rate for dividends received by certain non-corporate US resident shareholders could be affected by actions that
may be taken by parties to whom ADRs are pre-released

This summary assumes that we are not, and will not become, a passive foreign investment company, as discussed below

UK and US income taxation of dividends
The UK does not currently impose a withholding tax on dmdends pad by a UK company, such as the Company

For US federal income tax purposes, distnbutions paid by the Company to a US resident shareholder are included in gross income as foreign
source ordinary dvidend income to the extent pard out of the Company's current or accumulated earmings and profits, calculated In
accordance with US federal income tax pnnciples Because the Company doas not maintain calculations of its earning and profits under US
federal ncome tax pnnciples, 1t 1s expected that distnbutions generally will be reported to US resident shareholders as dvidends The amount
of the dvidend will ba the US dollar amount received by the depositary for US resident holders of ADRs {or, in the case of Ordinary Shares,
the US dollar value of the pounds sterling payments made, determined at the spot pound stering/US dollar rate on the date the dividend 1s
receved by the US resident shareholders, regardiess of whether the dvidend 1s converted into US dollars), and it will not be eligible for the
dmidends receved deduchon generally avallable to US corparations If the dmvdend s converted into US dollars on the date of receipt, US
resident holders of Ordinary Shares or ADRs generally should not be required to recognise foreign currency gains or losses In respect of the
dmdend income They may have foreign currency gain or loss if the amount of such dvidend 1s not converted into US dollars on the date of
its receipt

Subject to appheable imitations and the discussion above regarding concemns expressed by the US Treasury, dvidends recenved by certain

non-corporate US resident holders of Ordinary Shares or ADRs in taxable years beginning before 1 January 2013 may be subject to US -
federal Income tax at a maxarnuim rate of 15% US resident sharehelders should consult their own tax advisers to determine whether they are

subject to any special rules which may limit their ability to be taxed at this favourable rate

Taxation on capital gains

Under the Convention, each contracting state may, in general, tax capital gains in accordance with the prowisions of its domestic law Under
present UK law, indmduals who are neither resident nor ordinarily resident in the UK, and companies which are not resident in the UK, will not
be liable for UK tax on capital gains made on the disposal of ther Ordinary Shares or ADRs, unless such Ordinary Shares or ADRs are held in
connection with a trade, profession or vocation camed on in the UK through a branch or agency

A US resident shareholder will generally recognise US source capital gains or losses for US federal ncome tax purposes on the sale or
exchange of Ordinary Shares or ADRs in an amount equal to the difference between the US dollar amount realised and such holder's US
dollar adjusted tax basis in the Ordinary Shares or ADRs US resident shareholders should consult their own tax adwisers about the treatment
of capital gans, which may be taxed at lower rates than ordinary income for non-corporate US resident shareholders and caprtal losses, the
deductitulity of which may be imited

Passive Foreign Investment Company (PFIC) rules

We believe that we were not a PFIC for US federal ncome tax purposes for the year ended 31 December 2010, and do not expect to be a

PFIC in the foreseeable future However, since PRIC status depends on the compaosition of our ncome and assets and the market value of

our assels (ncluding, among others, lass than 25% owned equity investments) from time to tme, there can ba no assurance that we will not !
be considered a PFIC for any taxable year If we were treated as a PFIC for any taxable year dunng which Ordinary Shares or ADRs were

held, certan adverse tax consequences could apply to US resident shareholders
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UK inheritance tax

Under the current Double Taxation (Estates) Convention {the Estate Tax Corwention) between the US and the UK, Ordinary Shares or ADRs
held by an individual shareholder who s domiciled for the purposes of the Estate Tax Convention in the US, and ts not for the purposes of the
Estate Tax Convention a national of the UK, will generally not be subject to UK inhentance tax on the indwdual's death or on a chargeable gift
of the Ordinary Shares or ADRs during the individual’s Iifeurne, provided that any applicable US federal gift or estate tax kability 1s pad, unless
the Ordinary Shares or ADRs are part of the business property ot a permanent establishment of the individual in the UK or, in the case of a
shareholder who performs independent personal services, pertain to a fixed base situated in the UK Where the Ordinary Shares or ADRs
have been placed in trust by a settlor who, at the time of settlement, was a US resident shareholder, the Ordinary Shares or ADRs will
generally not be subject to UK inhentance tax unless the settlor, at the time of settlement, was not domiciled in the US and was a UK national
In the exceptionat case where the Ordinary Shares or ADRs are subject to both UK inhentance tax and US federal gift or estate tax, the
Estate Tax Convention generally provides for doubie taxation to be relieved by means of credit relief

UK stamp duty reserve tax and stamp duty
A 15% stamp duty reserve tax s payable upon the deposit of Ordinary Shares in connection with the creation of, but not subsequent dealing
in, ADRs A Q 5% stamp duty 1s payable on all purchases of Ordinary Shares

Exchange controls and other imitations affecting secunty holders
There are no governmental laws, decrees of regulations in the UK restncting the inport or export of capital or affecting the remttance of
dwidends, interest or other payments to non-resident holders of Ordinary Shares or ADRs

There are no Imitations under English law or the Artictes on the nght of non-resident or foreign owners to be the registered holders of, or to
exercise voting nghts in relation to, Ordinary Shares or ADRs or to be registered holders of notes or debentures of Zeneca Wilmmgton Inc or
the Company

Exchange rates

For the penods up to Apnl 1999, Astra accounted for and reported its results In Swedish krona, whereas Zeneca accounted for and reported
its results in pounds stering Consistent with AstraZeneca's decision to publish its Financial Statements in US dollars, the financial information
in this document has been translated from Swedish krona and pounds stering into US dollars at the following appiicable exchange rates

SEK/USS USH/GEP

Average rates (profit and loss account cash flow)

1995 71100 15796
1996 67000 15525
1997 76225 16386
1998 79384 16603
1999 82189 16247
End of year spot rates (balanca shest)

1995 66500 15500
1996 68400 16900
1997 78500 16600
1998 80400 16600
1999 85130 16185

The following information relating to average and spot exchange rates used by AstraZeneca is provided for convenience

SEKAUSS USH/GBP

Average rates (ncome statement cash flow)

2008 65130 18728
2009 76552 15496
2010 6 9256 15852
End of year spot rates {balanca shest)

2008 77740 14437
2009 71636 16072
2010 6751 15422
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Corporate Information

History and development of the Company

AstraZeneca PLC was incorporated in England and Wales on 17
June 1992 under the Companies Act 1985 K 1s a public krmited
company domictled in the UK The Company’s registered number s
2723534 and its registered office 1s at 2 Kingdom Street, London
W2 BBD (telephone +44 (0)20 7604 8000} From February 1993
untl Apnl 1999, the Company was called Zeneca Group PLC On 6
Apnil 1999, the Company changed its name to AstraZeneca PLC

The Company was formed when the pharmaceutical, agrochenmical
and specialty chemical businesses of Impenal Chermical Industnies
PLC were demerged in 1993 In 1999, the Company sold the
specialty chemical business Also in 1999, the Company merged
with Astra of Sweden In 2000, it demerged the agrochermical
business and merged it with the simitar agribusiness of Novartis AG
to form a new company called Syngenta AG

in 2007, the Group acquired Medimmune, a brologics and vaccines
business based in the US

The Group owns and operates numerous R&D, production and
marketing faciihies worldwide Its corporate headguarters are at 2
Kingdom Street, London W2 68D

Articles

Objects

The Company’s objects were onginally set out In its Memorandurn
of Association By operation of law, on 1 October 2009, these
objects were deemed to be provisions of the Articles However, by a
special resolution of the shareholders at the Company's AGM held
on 29 April 2010, those deemed objects were deleted from the
Articles The Company’s objects are now unrestncted

Any amendment to the Articles requires the approval of shareholders
by a special resolution at a general meeting of the Company

Directors

The Board has the authonty to manage the business of the
Company, for example, through powers to allot and repurchase its
shares, subject where required to shareholder resolutions Subject
to certain exceptions, Directors do not have power to vote at Board
meetings on matters in which they have a matenal nterest

The quorum for meetings of the Board 1s a majority of the full Board,
of whom at least four must be Non-Executive Directors In the
absence of & quorum, the Directors de not have power to determine
compensation arrangements for themselves or any member of

the Board

The Board may exercise all the powers of the Company to borrow
money Vanation of these borrowing powers would require the
passing of a special resolution of the Cormpany’s shareholders

All Directors must retire from office at the Company's AGM each
year and may present themselves for election or re-election
Directors are not prohibited, upon reaching a particular age, from
submitting themselves for election or re-election

Within two months of the date of their appointment, Directors are
requied to beneficially own Ordinary Shares of an aggregate
nominal amount of $125, which currently represents at least 500
shares

Rights, preferences and restrictions attaching to shares

As at 31 December 2010, the Company had 1,409,023,452
Ordinary Shares and 50,000 Redeemable Preference Shares in
1ssue The Ordinary Shares represent 99 99% and the Redeemable
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Preference Shares represent 0 01% of the Company's total share
capital {thess percentages have been calculated by reference to the
closing mid-point US$/GBP exchange rate on 31 December as
published In the Londen editon of the Financial Times newspaper)
As agreed by the shareholders at the Company's AGM held on 29
Apnl 2010, the Articles were amended with immediate effect to
remove the requirement for the Company to have an authonsed
share capital, the concept of which was abolished under the
Companies Act 2008 Each Ordinary Share carnes the nght to vote
at general meetings of the Company The nghts and restrictions
attaching to the Redeemable Preference Shares differ from those
attaching to Ordinary Shares as follows

> The Redeemable Preference Shares carry no nghts to receve
dvidends

> The holders of Redeemable Preference Shares have no nghts to
receve notices of, attend or vote at general meetings except in
certain imited circumstances They have one vote for every
50,000 Redeemable Preference Shares held

> On a distnbution of assets of the Company, on a winding-up or
other return of capital (subject to certain exceptions), the holders
of Redeemable Preference Shares have pnonty over the holders
of Ordinary Shares to receive the capital paid up on those shares

> Subject to the provisions of the Companies Act 2006, the
Company has the night to redeem the Redeernable Preference
Shares at any time on gving not less than seven days’ written
notice

There are no specific restrictions on the transfer of shares in the
Company, which 1s governed by the Articles and prevaling
legislation

The Company 1s not aware of any agreements between holders of
shares that may result In restnctions on the transfer of shares or that
may result In restnchons on voting nghts

Action necessary to change the nghts of shareholders

In order to vary the nights attached to any class of shares, the
consent in writing of the holders of three quarters in nominal value
of the 1ssued shares of that class or the sanction of an extraordinary
resolution passed at a general meeting of such holders 1s required

General meetings

AGMs and other general meetings, as from time to time may be
required, where a special resofution is to be passed or a Director 1s
t0 be appointed, require 21 clear days' notice to shareholders
Subject to the Companies Act 2006, other general meetings require
14 clear days’' nctice

For all general meetings, a quorum of two shareholders present in
person or by proxy, and enttled to vote on the business transacted,
15 required unless each of the two persons present are corporate
representatives of the same corporation, or each of the two persons
present are proxy of the same shareholder

Shareholders and their duly appointed proxies and corporate
representatives are entitlied to be admitted to general meetings

Limitations on the rights to own shares
There are no imitatilons on the nghts to own shares

Property

Substantially all of our properties are held freehold, free of matenal
encumbrances and we believe that such properties are fit for their
purpose
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Glossary

Market definttions

United States of Amenca Other Established Markets Emerging Markets
us Weslern Europe Japan Emerging Europe China Other Emerging ROW
Austna Albaria” Egypt
Belgium Canada Belarus* Emerging Asia Pacific  Guif States
Denmark Bosnia-Herzegovina® Bangladesh” Israel”
Finland Other Established ROW  Bulgana® Cambodia” Latin Amenca
France Australia Croatia™ Hong Kong™ Lebanon
Germany New Zealand” Czech Repubiic Indsa Maghreb
Graece Estonia* Indonesia Saudi Arabia
Holland Georgra® Laos® South Africa
lealand® Hungary* Malaysia®
Iretand Kazakhstan® Philippines
haly Latvia* Singapore
Luxembourg® Lithuarua® South Korea
Norway Macedonia® Sn Lanka®
Portugal Poland Tamwan
Span Romania* Thaiand
Sweden Russia vietnam®
Switzerland Sartra/Montenegro®
UK Slovakia
Sloverna”
Turkey
Ukraing™
Rest of World means Other Established Markets and Emerging Markats
Estabished Markats means the US and Other Established Markets
Estabishec ROW means Canada .Japan and Oiher Established ROW
Latin America nciudes Argentina Brazd Chils Colombia, Costa Rica Bl Savador Guatemala Honduras, Mesaco, Nicaragua Panama. Peru and Venezuata
Guif States ncludes Bahran  Dubai Kuwat Oman Qatar® and UAE*
Maghreb means Algena Morocco™ and Tunisia”
*IMS Health data is not avaitable or AstraZeneca ¢oes not subscriba for IMS Health data for these countries
Tha above table © not an exhaustive kst of a4 the countries in which AstraZeneca operates
US equivalents
Torms used in this Annual Report and Form 20-F Information US equivalent or brief descnption
Accrials Accruad expenses
Allottec Issusd
Called-up share caprtal Issued share capital
Creditors Labilities/payables
Debtors Recenvables and prepaid expensas
Eamings Net mcome
Emplayee share schemes Employee stock benefit plans
Fixed asset ivestments Non-current nvestments
Freehold Ownership with absolute nghts In perpeturty
interest payabia Interast expensa
Interest recervable Interest income
Loans Long-term delt
Prepayments Prepad expenses
Profit Income
Profit and loss account Income statement/consolidated statement of ncome
Reservas Retared eamings
Share premium account Premiums paxd n excess of par value of Ordinary Shares
Short tarm investments Redeemable securties and short-tarm deposis
AstraZeneca Annual Report and Form 20-F Information 2010 Glossary 217

aoURLIBADY) ajel0cO MaIAY ssauIsn MIIAIOA
H g9 O

SJUBWLYE)S [BIDURUIY

>
o
o
=
o
3
o
5
—h
=
5
3
o
=
(=]
3




Glossary

The following abbreviations and expressions have the following mearings when used n this Annuat Report

Abbott — Abbott Pharmaceuticals PR Ltd with respect to Tnlipix™ Daitchi Sankyo - Daich Sankyo Company, Limited

and/or Certriad and Abbott Laboratones, Inc with respect to Dainippon Sumitomo — Dainippon Sumitomo Pharmaceuticals |
Crestor Co . Ltd

Affordable Care Act - the Patient Protection and Affordable Care
Act which was signed into law on 23 March 2010 as amended by
the Health Care and Education Reconciltation Act which was eamings per share {(EPS) - profit for the year after tax and
signed into law on 30 March 2010 minority interests, divided by the weighted average number of

Shal
ADR - an Amencan Depositary Receipt evidencing titte to an ADS Ordinary res in ssue duning the ysar

EMA - M
ADS - an American Depositary Share representing one underiying the European Medicines Agency
QOrdinary Share EU - the European Unton

Director - a director of the Company

AGM - an Annual General Meetmg of the Company FDA - the US Food and Drug Admmistration, which is part of the
US Department of Health and Human Services Agency, which 1s
the regulatory authonty for all pharmaceuticals {including biologics
and vaccines) and medical devices in the US

ANDA - an abbreviated new drug application, which s a marketing
approval apphcation for a genenic drug submitted to the FDA

Annual Report - this Annual Report and Form 20-F
Information 2010

Articles - the Articles of Association of the Company
Astellas — Astellas Pharma, Inc

Astra - Astra AB, being the company with whom the Company
merged n 1989 gross margin — the margin, as a percentage, by which sales

exceed the cost of sales, calculated by dwmding the difference
between the two by the sales figure

Group - AstraZeneca PLC and its subsidiarnes
IAS - the International Accounting Standards

Board - the Board of Directors of the Company IASB - the International Accounting Standards Board ‘
BRIC-MT - Brazil, Russta, India, China, Mexice and Turkey

Forest - Forest Laboratones Holdings Limited
GAAP - Generally Accepted Accounting Principles
GDP - gross domestic product

GIA — AstraZeneca's group intemat audit

AstraZeneca - the Company and is subsidianes
Bureau Ventas - Bureau Ventas UK Limited
BMS - Bnstol-Myers Squibb Company

IFRS - the International Financial Reporting Standards or an

CEO - the Chief Executive Officer of the Company International Financial Reperting Standard, as the context requires

CER - constant exchange rates KPI - kay performance indicator

CFO - the Chief Financiat Officer of the Company Krona or SEK - references to the currency of Sweden

CHMP - the Commuttee for Medicinal Products for Human Use, MAA — a marketng authonsation application, which is an !
being a committee of the EMA apphcation for authonsation to place medical products on the

market This is a speciic term used in the EU and European

CIS - Commonwealth of Independent States Econarmic Area m ts

Code of Conduct - the Group's Code of Canduct MADb — monoclonal antibody, a biologic that s specific, that is, it
Combined Code - the UK Combined Code on Corporate binds to and attacks one particular antigen
Govemance published by the Financial Reporting Council in

June 2008 that sets out standards of good practice in corporate Medimmune ~ Medimmune, LLC formerty Medimmune, inc}

govemance for the UK Merck - Merck Sharp & Dohma Corp (formerty Merck & Co, Inc}
Company or Parent Company — AstraZeneca PLC (formerty mowving annual total (MAT} - a figure that represents the financial
Zeneca Group PLC (Zeneca)) value of a vanable for 12 months

Complete Response Letter - a letter issued by the FDA NDA — a new drug application to the FDA for approval to market a
commuricating its decision to & drug company that ts NDA new medicine in the US

or biological licensing application 1s not approvable as submitted

N = Nektar Th Y
The submitting drug company s required to respond to the ektar - Nekiar Therapeutics

Complete Response Letter if it wishes to pursue an approval for NGOs - non-governmental organssations

s submission Novexel - Novexal S A

Corporate Integnty Agreement - the agreement descrbed NSAID — a non-steroidal ant-inflammatory drug

n the US Corporate integnty Agreement reporting section on

page 43 NYSE — the New York Stock Exchange

cost growth rates — percentage growth of a particular cost operating profit - sales, less cost of sales, less operating costs,

category aver the comparable cost category for the previous year plus operating ncome
Ordinary Share - an ordinary share of $0 25 each in the share
caprtal of the Company
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Orphan Drug - a drug which has been approved foruseina
relatively low-incidence indication (@n orphan indication) and has
been rewarded with a penod of market exciusmty, the perod of
exclusmty and the avalable orphan indications vary between
markets

OTC - over-the-counter

Paediatnc Exclusivity — in the US, a sx-month penod of
exclusmvity to market a drug which s awarded by the FDA In return
for certain paediatnc chinical studies using that drug This sx-month
penad runs from the date of relevant patent expiry Analogous
provisions are avalable in certain other temtones (eg European
SPC paediatnic extenstons)

Patent Term Extension — an extension of up to five years in the
term of a US patent retating to a drug which compensates for
delays in marketing resulting from the need to obtain FDA approval

Phase | - the phase of clinical research where a new drug or
treatment 1s tested in small groups of peoaple (20 to 80) to check
that the drug can achieve appropnate cencentrations in the body,
determine a safe dosage range and identify side effects This
phase Includes healthy volunteer studres

Phase li - the phase of clinical research which includes the
controlled clinical actwvities conducted to evaluate the effectiveness
of the drug in patients with the disease under study and to
determine the common short-term side effects and nsks
associated with the drug Phase li studies are typically conducted
In a relatively small number of patients {usually no maore than
several hundred)

Phase Il - the phase of clinical research which 1s performed to
gather additional nformation about effectiveness and safety of the
drug, often in a comparative setting, to evaluate the overall benefit/
nek profile of the drug Phase Il studies usually Include between
several hundred and several thousand patients

pounds sterling, £, GBP, pence or p - references to the
cumency of the UK

R&D - research and development

Redeemable Preference Share - a redeemable preference
share of £1 each n the share capital of the Company

Regulatory Data Protection - see the Intellectual Property
section from page 30

Regulatory Excluswity — any of the intellectual property rights
ansing from generation of clintcal data and includes Regulatory
Data Protection {as explained in the Intellectual Property section
from page 30), Paediatnc Exclusmty and Orphan Drug status

Rigel - Rigel Pharmaceuticals, Inc
Sarbanes-Oxley Act - the US Sarbanes-Oxley Act of 2002

SEC — the US Secunties and Exchange Commussion, the
governmental agency that requlates the US secunties industry/
stock market

Seroguel — Seroquel IR and Seroguel XR unless otherwise stated
SET - the Senior Executive Team
SG&A costs — selling, general and administratve costs

sNDA - a supplemental new drug apphcation, which 1s an
application made to the FDA to seek approval to market an
addiional indication for a drug already on the market
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Targacept - Targacept, Inc
Teva — Teva Pharmaceuticals USA, Inc
Torrent - Torrent Phamaceuticals Ltd

TSR - total shareholder return, being the total return on a share
over a pencd of ime, including dvidends remnvested

UK - the United Kingdem of Great Britain and Northem Ireland

UK Corporate Governance Code — the new UK Corporate
Governance Code published by the Financial Reporting Council in
May 2010 that sets out standards of gocd practice in corporate
governance for the UK

US — the United States of Amenca
US dollar, US$, USD or $ — references to the currency of the US

WHO - the World Health Crganization, the United Nations'
specialised agency for health

Glossary 219

8ouBUWIaAOY) a)elodion MOIADY SSauIsng MIIAIDAQ

SjUaWIAE)S [RIDUBUI

>
o
o
=
Qo
=
=R
=
=
=4
=
3
jut)
o
=)
=1




Index

2010 performance summary 18  Medicines 5,20 50
Accounting policies 90 142,200 Neuroscience 2, 27, 50, 61, 147, 206
Acquisiions 167  Nominztien and Govemance Committee 111 112, 115
Annual general meseting 118,216  Oncology 2, 27, 50, 64, 147, 206
Aptium Oncology Inc 75  Operating profit 4 16 82 148
Articles of association 214,218  Operational overview 4
Astra Tech AB 75  Other nvestmeants 144, 157 159
AstraZeneca PLC financeal statements 198  Our marketplace 10
AstraZeneca PLC balance shaet 193  Outsourcing 14, 15, 40, 44, 101
Audt Committee 111,112, 113 Patents sea Intellectual propany
Biologies 11 12 42 66 99 101 Pauent safety 44
Board 106 People 15, 16 18, 36 48, 173
Branches 117 Pipeline 15 18 18, 27, 51 96 206
Businass background and results overview 81  Pohtcal donations 118
Capital and reserves 168  Portfolio Investment Board (PIB) 118
Captalisation 86  Post-ratrement benglits 93 103 162
Cardiovascular 2,27 50,52, 147,208 Pricing 11, 16, 33
Cash and cash equivalents 144, 157  Principal nsks and uncertainties 96
Charrman s statement 8  Product revenus information 147
Chief Exacutive Officer 5 review 8  Property, plant and squipment 85, 89, 144 153
Combined Code 108  Provisions for labilities and charges 85 89 161
Cornmitments ang contingent lakilties 178 Regulatory requirerments 12
Company history 211 218  Related party transactions 213
Competition 12,99 Refations with shareholders 112
Complancea and Group Internal Audit 118 Remuneration Commuttee 111, 112, 115, 119, 120
Consolidated staterment of cash flows 141 Research and development 9,12, 26, 92, 143, 148
Consoldated statement of changes n equity 140 Resprratory & Inflammation 2 27 50 67 208
Consobdated statement of comprehensiva Income 138 Responsible Business 9, 15, 18 4¢
Consoldated statement of financial position 138 Rest of World 4 72 27
Corporate Responsibiity See Responsible Business  Restructuring 4,38, 79, 148
Drrectors’ nterest n shares 132  Resutts of operations 2009 87
Directors’ responsibiity statement 136  Results of operatons 2010 82
Dvidends. 6 86 117 167 213 214  Salety health and wellbeing 48
Earmmngs per ordinary share 4 151  Sales and marketing 16 32
Emerging markets 10 32 33 38 71 73 98 217 Sales by therapy area 50
Employee costs and share options for employees 173 Science Committee 111, 112, 115
Ermironmental sustamability 45  Segment iNformaton 151
Established markets 10 32 38 71 73 217 Senwor Executve Team (SET) 108 118
Ethics including stem cel research 30,33, 41,42, 43 Share captal 117, 167 202, 214
and arimal research} Share repurchass 4, 6, 7, 86, 87, 117, 167 202
Executve Directors’ and Senior Executive Team's 123 Giatutory and other information 106
rermnuneration and terms of employment Stategy 10
Finance income and expensa 148 Subsidanes 117 197
Financal highlights. insida front cover Supnly and manufaciunng 34
Financal instruments 146,158 Tayanon 55 89 90 93 103 143 149 195
Financal pasition 2009 83 Taxation information for shareholders 214
Financzal position 2010 85 Trade and other payabies 85 89 144 161
Financial nsk management 90 188 Yrade and other recenvables 85,89 144, 157
Form 20-F 15 Jrade marks 98 mside back cover
Gastrontestnal 2, 27, 50, 56, 147, 206 Transachons with Grectors 131
Glossary 27 Ok corperata governance 109
Goodhwil 85,8992, 143. 154 )k Corporate Govermance Coda 100
Group financial record 24 g 10 72, 217
Group financial statements 135 US corporate governance 115
Growsh drvers 0 Working with others 3
Independent auditor's report 137 198

Infection 2 27 50,58, 7. 208 nce studies

Inflammation see Respiratory & Inflammation Survving coronery heart disease 13
Intangible assets B85 89 92 143, 155, 178 Taking medicines 19
Inteflectual property 14 30,97, 98 Managing asthma 23
Interest-bearing lcans and borrowings 145 158 170 201 Tackling counterfert drugs a5
Invertiories 83 144 157 Searching for new antibiotics 39
Key performance mdeators 16. 41 43 | oroving heatthcare in Uganda 49
Leasas 1424, 196 Improving heatthcare m China 77
Litggation 82, 98, 104, 102, 145 178 200, 203 Personalising cancer treatments 104
Managing nsk 95

Market defimtions 217

220 Index AstraZeneca Annual Report and Form 20-F Information 2010




AstraZeneca

Contact information

Registered office and corporate Registrar

headquarters
AstraZeneca PLC

2 Kingdom Sireet
London W2 6BD

UK

Tel: 44 ({0)20 7604 8000
Fax: +44 {0120 7604 8151

Investor refations
E-mall: r@aslrazeneca.com

UK: as above

Sweden:

AstraZeneca AB

SE-151 85 Sodertalie
Sweden

Tel: +46 ()8 553 26000
Fax: +46 (0)8 553 290 00

us:
Investor relations

AstraZeneca Pharmaceuticals LP

1800 Concord Pike
PO Box 15437
Wilmington

DE 19850-5437

us

Tel: +1 {302} 886 3000
Fax: +1 (302) 886 2972

Our website

This Annual Report is alsc available on our
website, astrazeneca.com/annualreport 2010.

Equiriti Limited

Aspect House

Spencer Road

Lancing

West Sussex BND9 6DA
UK

Tel (freephone in the UK):
(800 2389 1580

Tel {outside the UK):

«44 (0)121 415 7033

Swedish Central Securities
Depository

Euroclear Sweden AB

PO Box 7822

SE-103 97 Stockholm
Sweden

Tel: +46 (0)8 402 9000

US Depositary
JPMorgan Chase & Co
PO Box 64504

St Paul

MN 55164-0504

us

Tel {tolt free in the USE
800980 1135

Tel foutsidle the US):

«~1 (651) 453 2128
E-mail: jmorgan.adr@welisiargo.com
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