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This report and other documents we file with the SEC contain forward- looking statements that are based on current
expectations, estimates, forecasts and projections about us, our future performance, our business, our beliefs and our
management’ s assumptions. These statements are not guarantees of future performance and involve certain risks, uncertainties
and assumptions that are difficult to predict. You should carefully consider the risks and uncertainties our business faces. The
risks described below are not the only ones we face. Our business is also subject to the risks that affect many other companies,
such as employment relations, general economic conditions, geopolitical events and international operations. Further, additional
risks not currently known to us or that we currently believe are immaterial may in the future materially and adversely affect our
business, operations, liquidity and stock price. SUMMARY Risks Related to Government Regulations and Third- Party Policies
* Our sales depend on coverage and reimbursement from government and commercial third- party payers, and pricing and
reimbursement pressures have affected, and are likely to continue to affect, our profitability. * Guidelines and recommendations
published by various organizations can reduce the use of our products. « We could be subject to additional tax liabilities,
including from an adverse outcome in our ongoing tax dispute with the IRS and other tax examinations, enactment of the OECD
minimum corporate tax rate agreement and the adoption and interpretation of new tax legislation, and we anticipate additional
tax liabilities from certain provisions of the 2017 Tax Act that will go into effect in 2026; such tax liabilities could adversely
affect our profitability and results of operations.  Our business may be affected by litigation and government investigations.
Risks Related to Economic Conditions and Operating a Global Business ¢ Our efforts to collaborate with or acquire other
companies, products, or technology, and to integrate the operations of companies or to support the products or technology we
have acquired, may not be successful and may result in unantlclpated costs, delays or fallures to reallze the beneﬁts of the
transactions. * ¥ y

breakdown of our 1nf0rmat10n technology systems, cyberattack or 1nf0rmat10n securlty breach could 51gn1ﬁcantly compromlse
the confidentiality, integrity and availability of our information technology systems, network- connected control systems and /
or our data, interrupt the operation of our business and / or affect our reputation. * Our sales and operations are subject to the
risks of doing business internationally, including in emerging markets . « We may not be able to access the capital and credit
markets on terms that are favorable to us, or at all . Risks Related to Competition « Our products face substantial
competition and our product candidates are also likely to face substantial competition. * Our intellectual property positions may
be challenged, invalidated or circumvented, or we may fail to prevail in current and future intellectual property litigation. « We
currently face competition from biosimilars and generics and expect to face increasing competition from biosimilars and
generics in the future. « Concentration of sales at certain of our wholesaler distributors, and consolidation of private payers, such
as insurers, and PBMs has negatively affected, and may continue to negatively affect, our business. Risks Related to Research
and Development « We may not be able to develop commercial products despite significant investments in R & D. « We must
conduct clinical trials in humans before we commercialize and sell any of our product candidates or existing products for new
indications. * Our current products and products in development cannot be sold without regulatory approval. ¢« Some of our
products are used with drug delivery or companion diagnostic devices that have their own regulatory, manufacturing and other
risks. * Some of our pharmaceutical pipeline and our commercial product sales rely on collaborations with third parties, which
may adversely affect the development and sales of our products. Risks Related to Operations * We perform a substantial
majority of our commercial manufacturing activities at our facility in the U. S. territory of Puerto Rico and a substantial majority
of our clinical manufacturing activities at our facility in Thousand Oaks, California; significant disruptions or production failures
at these facilities could significantly impair our ability to supply our products or continue our clinical trials. « We rely on third-
party suppliers for certain of our raw materials, medical devices and components. * Manufacturing difficulties, disruptions or
delays could limit supply of our products and limit our product sales. « Our business and operations may be negatively affected
by the failure, or perceived failure, of achieving our environmental, social and governance objectives. * The effects of global
climate change and related natural disasters could negatively affect our business and operations. General Risk Factors ¢ Global
economic conditions may negatively affect us and may magnify certain risks that affect our business. * Our stock price is
volatile. RISKS RELATED TO GOVERNMENT REGULATIONS AND THIRD- PARTY POLICIES Sales of our products
depend on the availability and extent of coverage and reimbursement from third- party payers, including government healthcare
programs and private insurance plans. Governments and private payers continue to pursue initiatives to manage drug utilization
and contain costs. Further, pressures on healthcare budgets from the economic downturn and inflation continue and are likely to
increase , across the markets we serve. Payers are increasingly focused on costs, which have-has resulted, and are-is expected to
continue to result, in lower reimbursement rates for our products and / or narrower patient populations for which payers will
reimburse. Continued intense public scrutiny of the price of drugs and other healthcare costs, together with payer dynamics,
have limited, and are likely to continue to limit, our ability to set or adjust the price of our products based on their value, which
can have a material adverse effect on our business. In the United States, particularly over the past few years, a number of
legislative and regulatory proposals have been introduced and / or signed into law that-attempt-to lower drug prices. These
include the IRA legistation-law that enables the U. S. government to set prices for certain drugs in Medicare, redesigns
Medicare Part D benefits to shift a greater pertierrproportion of the costs to manufacturers and health plans, and enables the
U. S. government to impose penalties if drug prices are increased at a rate faster than inflation (IRA Inflation Penalties) .
Additional proposals focused on drug pricing continue to be debated, and additional executive orders or regulatory initiatives




focused on drug pricing and competition are likely to be adopted and implemented in some form. Gevernment-actions-or-balot
nitiatives-at-It is unclear what policies the new Administration will advance with respect to IRA implementation and the

other drug pricing proposals. Further, statc government activity has been dynamic tevel-alsorepresent-a-highly-aetive-area

ef polieymaking-and-experimentationr, including pursuitefproposals-that-certain states enacting new laws Hmitlimiting drug
relmbmsement under state run Medicaid proomms based-and prohibiting restrictions on 340B Program use refereneepriees

. Such state pettetes-may-laws could also eventually be adopted at the federal
level We are undble to predlct Wthh or how many policy, regulatory, administrative or legislative changes may ultimately be,
or effectively estimate the consequences to our business if, enacted and implemented. However, to the extent that payer actions
further decrease or modify the coverage or reimbursement available for our products, require that we pay increased rebates or
shift other costs to us, limit or affect our decisions regarding the pricing of or otherwise reduce the use of our products, such
actions could have a material adverse effect on our business and results of operations. — Changing U. S. federal coverage and
reimbursement policies and practices have affected , and are likely to continue to affect , access to, pricing of , and sales of our
products A substantial pertien-preportion of our U. S. business relies on reimbursement from federal government healthcare
programs and commercial insurance plans regulated by federal and state governments. See Part I, Item 1. Business —
Reimbursement. Our business has been , and will continue to be , affected by legislative actions changing U. S. federal
reimbursement policy. For example, #+2022;-the IRA was-enaeted-and-includes provisions requiring that , beginning in 2026,
mandatory price setting be introduced in Medicare for certain drugs paid for under Parts B and D, whereby manufacturers must
accept a price established by the government or face penalties on all U. S. sales (starting with ter-10 drugs in 2026, adding 15 in
2027 and 2028, and adding 20 in 2029 and subsequent years such that , by 2031 , approximately 100 drugs could be subject to
such set prices). The Medicare price setting process for the first 10 drugs subject to Medicare price setting in Part D began
in enAugust29;,-2023 when-, which includes ENBREL, our product that currently generates considerable revenues. In
2024, CMS set a price for ENBREL under Medicare Part D that is significantly lower than currently applicable,
beginning on January 1, 2026, which we expect will negatively impact its profitability in Medicare. See Part I, Item 2.
Management’ s Discussion and Analysis of Financial Condition and Results of Operations — Results of operations —
Product sales — ENBREL In January 2025 CMS announced the -f-i-fst—ten—next 15 drugs for Medware pr1ce settmg Twhieh

5 i that W111 be dpphcable te—ﬂ%ese—ten—&fugs—m—ﬂ&e—Meehe&r&pfegfafﬂ—beglnnlng

on January 1, %926—2027 which includes Otezla. Depending on the growth and success of our medicines, other of our
medicines may also be sub]ect to selection by CMS in the next, or in a future, cycle of mandatory Medicare price setting.
If other of our medicines are selected by CMS for Medicare price setting, we may be required to accept a price set by the
government for Medicare similar to the process that was applied to ENBREL . Also under the IRA ;starting-enJanaary+;
2024-, Medicare Part D was redesigned to cap beneficiary out- of- pocket costs and, beginning January 1, 2025, Federal
reinsurance will be reduced in the catastrophic phase (resulting in a shift and increase of such costs to Part D plans and
manufacturers, including by requiring manufacturer discounts on certain drugs). Further, the IRA inflation penalties allows
ereated-a-meehanism-for-CMS to collect rebates from manufacturers if price increases outpace inflation. Such Rebate-rebate
obligations began to accrue October 1, 2022 for Medicare Part D and January 1, 2023 for Medicare Part B, but CMS has not yet
issued invoices and has some discretion as to when #-must-bitt-to issue such invoices to manufacturers. We expect that several
of our products will be subject to these-IRA inflation rebates-penalties , and several of our products have been on lists that are
issued and updated on a quarterly basis by CMS under a related program under which Medicare beneficiaries are charged
reduced coinsurance if price increases exceed inflation. The IRA” s drug-prieing-eontrols-Medicare price setting and Medicare
redesign are likely to have a material adverse effect on our sales, our business and our results of operations, and such impact is
expected to increase through the end of the decade and will depend on factors including the extent of our portfolio’ s exposure to
Medicare reimbursement, the rate of inflation over time, the number of our products selected for mandater-Medicare price
setting and the timing of market entry of generic or biosimilar competition. Further, following the passage-enactment of the
IRA, the environment remalns dyndnnc and U. S. poheymdkers continue to demonstrate 1nterest in health care and drug pr1c1ng

d th A i -0 tven glve ﬂﬁ-rt—ef—Part D plans more
ﬂex1b111ty to substltute b10s1m11ars for 1nnovat0r pfeduet—products on formularles in to-determine-the“BestPriee; 2a
2025 . Additionally , the-various
government agenc1es have taken actlons de51gned to reduce expendltures on prescnptlon drugs For example, HHS

mel-uée—&eﬁeﬁs—ffeﬁa—t-he—l-H-I—S—fWhieh—reledsed a report with drug pricing propomls thdt seek to promote competmon The )—aﬁé
fremrthe-USPTO Gwhiek-has also taken steps to strengthen coordination with the FDA to address perceived impediments to

generic drug and biosimilar competition 3. Other CMS policy changes and demonstration projects to test new care, delivery and
payment models can also s1gmhcantly affect how drugs 1nc1ud1n0 our products are covered and reimbursed. {-n—t-l‘re—feﬂﬁh























































