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Forward-Looking Statements

This Quarterly Report on Form 10-Q includes forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934 (Exchange Act). Forward-looking
statements include all statements that do not relate solely to historical or current facts, and can generally be identified
by the use of words such as “may,” “believe,” “will,” “expect,” “project, plan,
expressions.

In particular, information appearing under “Management's Discussion and Analysis of Financial Condition and Results
of Operations” includes forward-looking statements. Forward-looking statements inherently involve many risks and
uncertainties that could cause actual results to differ materially from those projected in these statements. Where, in

any forward-looking statement, we ("Lilly" or the "company") express an expectation or belief as to future results or
events, it is based on management's current plans and expectations, expressed in good faith and believed to have a
reasonable basis. However, we can give no assurance that any such expectation or belief will result or will be achieved
or accomplished.

More information on factors that could cause actual results or events to differ materially from those anticipated is
included from time to time in our reports filed with the Securities and Exchange Commission (SEC), including our
Annual Report on Form 10-K for the year ended December 31, 2014 and our Quarterly Report on Form 10-Q for the
period ended March 31, 2015, particularly under the captions “Forward-Looking Statements” and “Risk Factors.”

All forward-looking statements speak only as of the date of this report and are expressly qualified in their entirety by
the cautionary statements included in or incorporated by reference into this report. Except as is required by law, we
expressly disclaim any obligation to publicly release any revisions to forward-looking statements to reflect events

after the date of this report.

29 ¢ LN

estimate,” “intend,” “anticipate,

LT3 99 ¢
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PART I. Financial Information

Item 1. Financial Statements

Consolidated Condensed Statements of Operations
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES
(Dollars and shares in millions, except per-share data)

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Revenue $4,978.7 $4,935.6 $9,623.4 $9,618.7
Cost of sales 1,218.4 1,189.7 2,411.1 2,412.4
Research and development 1,169.5 1,1954 2,208.8 2,304.7
Marketing, selling, and administrative 1,635.4 1,663.9 3,158.9 3,148.8
Acquired in-process research and development (Note 3) 80.0 — 336.0 —
Asset impairment, restructuring, and other special 74 o 180.4 314
charges (Note 5)
Other—net, (income) expense (Note 13) 123.3 (53.8 ) 30.6 (109.8
4,299.0 3,995.2 8,325.8 7,787.5
Income before income taxes 679.7 940.4 1,297.6 1,831.2
Income taxes (Note 9) 78.9 206.9 167.3 369.8
Net income $600.8 $733.5 $1,130.3 $1,461.4
Basic earnings per share:
WelghteFI—aVF:rage pumber of common shares 1.061.7 1.071.7 1.063.0 1.072.3
outstanding, including incremental shares
Basic earnings per share $0.57 $0.68 $1.06 $1.36
Diluted earnings per share:
Weighted-average number of common shares
outstanding, including incremental shares and stock 1,065.6 1,076.4 1,066.3 1,076.4
options
Diluted earnings per share $0.56 $0.68 $1.06 $1.36
Dividends paid per share $0.50 $0.49 $1.00 $0.98

See Notes to Consolidated Condensed Financial Statements.
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Consolidated Condensed Statements of Comprehensive Income (Loss)
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES

(Dollars in millions)

Three Months Ended

June 30,

2015 2014
Net income $600.8 $733.5
Other comprehensive income (loss), net of tax (Note 12) 254.3 22.0
Comprehensive income $855.1 $755.5

See Notes to Consolidated Condensed Financial Statements.
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Six Months Ended
June 30,

2015 2014
$1,130.3 $1,461.4
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Consolidated Condensed Balance Sheets
ELI LILLY AND COMPANY AND SUBSIDIARIES
(Dollars in millions)

Assets

Current Assets

Cash and cash equivalents (Note 6)
Short-term investments (Note 6)

Accounts receivable, net of allowances of $48.9 (2015) and $55.0 (2014)

Other receivables

Inventories

Prepaid expenses and other

Total current assets

Other Assets

Restricted cash (Note 3)

Investments (Note 6)

Goodwill (Note 7)

Other intangibles, net (Note 7)

Sundry

Total other assets

Property and Equipment

Land, buildings, equipment, and construction in progress
Accumulated depreciation

Property and equipment, net

Total assets

Liabilities and Equity

Current Liabilities

Short-term borrowings and current maturities of long-term debt
Accounts payable

Employee compensation

Sales rebates and discounts

Dividends payable

Deferred income taxes

Other current liabilities

Total current liabilities

Other Liabilities

Long-term debt

Accrued retirement benefits (Note 10)

Long-term income taxes payable

Other noncurrent liabilities

Total other liabilities

Commitments and Contingencies (Note 11)

Eli Lilly and Company Shareholders’ Equity (Note 8)
Common stock

Additional paid-in capital

Retained earnings

Employee benefit trust

Accumulated other comprehensive loss (Note 12)

June 30, 2015
(Unaudited)

$3,315.5
9154
3,348.8
747.8
3,288.4
730.1
12,346.0

4,099.1
4,024.7
4,842.9
2,701.3
15,668.0

16,404.2
(8,381.6
8,022.6
$36,036.6

$10.8
1,153.0
672.6
2,328.1
529.2
912.8
2,625.5
8,232.0

7,988.6
2,629.7
1,026.8
1,454.1
13,099.2

693.3
5,368.5
16,114.9
(3,013.2
(4,403.2

December 31,
2014

$3,871.6
955.4
3,234.6
566.7
2,740.0
811.5
12,179.8

5,405.6
4,568.9
1,758.1
2,884.2
2,382.8
16,999.6

16,029.3

) (8,0654
7,963.9
$37,143.3

$2,688.7
1,128.1
759.0
2,068.8
530.3
1,466.5
2,566.1
11,207.5

5,332.8
2,562.9
998.5
1,653.5
10,547.7

694.6

5,292.3

16,482.7
) (3,013.2
) (3,991.8
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Cost of common stock in treasury (90.0 ) 914
Total Eli Lilly and Company shareholders’ equity 14,670.3 15,373.2
Noncontrolling interests 35.1 14.9

Total equity 14,705.4 15,388.1
Total liabilities and equity $36,036.6 $37,143.3

See Notes to Consolidated Condensed Financial Statements.
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Consolidated Condensed Statements of Cash Flows
(Unaudited)

ELI LILLY AND COMPANY AND SUBSIDIARIES
(Dollars in millions)

Cash Flows from Operating Activities
Net income

Adjustments to Reconcile Net Income to Cash Flows from Operating

Activities:

Depreciation and amortization

Change in deferred income taxes

Debt extinguishment loss

Stock-based compensation expense

Net payments for terminations of interest rate swaps
Acquired in-process research and development

Other changes in operating assets and liabilities, net of acquisitions and

divestitures

Other non-cash operating activities, net

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities

Net purchases of property and equipment

Proceeds from sales and maturities of short-term investments
Purchases of short-term investments

Proceeds from sales of noncurrent investments
Purchases of noncurrent investments

Restricted cash released for acquisition

Cash paid for acquisitions, net of cash acquired
Proceeds from sale of product rights

Purchase of in-process research and development
Other investing activities, net

Net Cash Provided by (Used for) Investing Activities
Cash Flows from Financing Activities

Dividends paid

Net change in short term borrowings

Proceeds from issuance of long-term debt
Repayment of long-term debt

Purchases of common stock

Other financing activities, net

Net Cash Used for Financing Activities

Effect of exchange rate changes on cash and cash equivalents

Net decrease in cash and cash equivalents

Cash and cash equivalents at January 1

Cash and Cash Equivalents at June 30

See Notes to Consolidated Condensed Financial Statements

Six Months Ended
June 30,

2015

$1,130.3

726.0

(666.5 )
166.7

104.7

(186.1 )
336.0

(686.3 )
(61.0 )
863.8

(412.5 )
1,285.3

(588.5 )
1,750.5

(1,832.8 )
5,405.6

(5,276.7 )
410.0

(336.0 )
(61.7 )
343.2

(1,067.7 )
(2,679.3 )
4,454.6

(1,949.2 )
(435.5 )
327

(1,644.4 )
(118.7 )
(556.1 )
3,871.6

$3,315.5

2014

$1,461.4

697.2
121.2
76.9
(6.9

(1,021.3

(2.3
1,326.2

(456.9
1,889.7
(804.5
5,540.1
(5,594.7

(5514

(102.8
(80.5

(1,051.0
23
992.9
(1,033.8
(200.0
(8.0
(1,297.6
(12.6

(64.5
3,830.2
$3,765.7
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Notes to Consolidated Condensed Financial Statements
(Tables present dollars in millions, except per-share data)
Note 1: Basis of Presentation
We have prepared the accompanying unaudited consolidated condensed financial statements in accordance with the
requirements of Form 10-Q and, therefore, they do not include all information and footnotes necessary for a fair
presentation of financial position, results of operations, and cash flows in conformity with accounting principles
generally accepted in the United States (GAAP). In our opinion, the financial statements reflect all adjustments
(including those that are normal and recurring) that are necessary for a fair presentation of the results of operations for
the periods shown. In preparing financial statements in conformity with GAAP, we must make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues, expenses, and related disclosures at the
date of the financial statements and during the reporting period. Actual results could differ from those estimates.
The information included in this Quarterly Report on Form 10-Q should be read in conjunction with our consolidated
financial statements and accompanying notes included in our Annual Report on Form 10-K for the year ended
December 31, 2014. We issued our financial statements by filing with the Securities and Exchange Commission and
have evaluated subsequent events up to the time of the filing.
Certain reclassifications have been made to prior periods in the consolidated condensed financial statements and
accompanying notes to conform with the current presentation.
All per-share amounts, unless otherwise noted in the footnotes, are presented on a diluted basis, that is, based on the
weighted-average number of outstanding common shares plus the effect of dilutive stock options and other
incremental shares.
Note 2: Implementation of New Financial Accounting Pronouncements
The following table provides a brief description of an accounting standard that has not yet been adopted that could
have a material effect on our financial statements:
Standard Description Effective Date Effect on 'the. flnan01al statements
or other significant matters
This standard will replace existing
revenue recognition standards and
will require entities to recognize
revenues to depict the transfer of
promised goods or services to
customers in an amount that reflects
the consideration to which the entity
expects to be entitled in exchange
for those goods or services. An
entity can apply the new revenue
standard retrospectively to each
prior reporting period presented or
with the cumulative effect of
initially applying the standard
recognized at the date of initial
application in retained earnings.
() In July 2015, the FASB announced the decision to defer the effective date of the new revenue recognition standard
by one year (to January 1, 2018 for us), but to permit entities to adopt the new standard on the original effective date if
they choose. We are evaluating our anticipated date of adoption.
Note 3: Acquisitions
During 2015 and 2014, we completed the acquisitions of Novartis Animal Health (Novartis AH) and Lohmann SE
(Lohmann AH), respectively. These acquisitions were accounted for as business combinations under the acquisition
method of accounting. The assets acquired and liabilities assumed were recorded at their respective fair values as of
the acquisition date in our consolidated financial statements. The determination of estimated fair value required

There are areas within the
standard that are currently under
review and reconsideration by the
Financial Accounting Standards
Board (FASB), which could lead
to updates to the standard. As the
outcomes of this review and
January 1, 2017 ) reconsideration could lead to
significant changes to the
standard, we are still in the
process of determining our
approach to the adoption of the
standard, as well as the
anticipated impact to our
consolidated financial statements.

Accounting Standards
Update 2014-09,
Revenue from
Contracts with
Customers

10
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management to make significant estimates and assumptions. The excess of the purchase price over the fair value of the
acquired net assets, where applicable, has been recorded as goodwill. The results of operations of these acquisitions
are included in our consolidated condensed financial statements from the date of acquisition.

8

11



Edgar Filing: LILLY ELI & CO - Form 10-Q

In addition to the acquisitions of businesses, we also acquired assets in development in 2015 which are further
discussed below in Product and Other Acquisitions. Upon acquisition, the acquired in-process research and
development (IPR&D) related to these products was immediately written off as an expense because the products had
no alternative future use. For the three and six months ended June 30, 2015, we recorded acquired IPR&D charges of
$80.0 million and $336.0 million, respectively, related to the collaborations with Innovent Biologics, Inc. (Innovent),
Hanmi Pharmaceutical Co., Ltd. (Hanmi), BioNTech AG (BioNTech), and the upfront fee of $200.0 million related to
tanezumab. See Note 4 for additional information related to the tanezumab arrangement. There were no acquired
IPR&D charges for the three and six months ended June 30, 2014.

Acquisition of Businesses

Novartis AH Acquisition

Overview of Transaction

On January 1, 2015, we acquired from Novartis AG all of the shares of certain Novartis subsidiaries and the assets and
liabilities of other Novartis subsidiaries that are exclusively related to the Novartis AH business in an all-cash
transaction for a total purchase price of $5.29 billion, subject to working capital and other adjustments. As of
December 31, 2014, there was $5.41 billion of cash held in escrow for the pending acquisition of Novartis AH. This
cash was classified as restricted cash, a noncurrent asset, on our consolidated condensed balance sheet.

As a condition to the clearance of the transaction under the Hart-Scott-Rodino Antitrust Improvements Act, following
the closing of the acquisition of Novartis AH, we divested certain animal health assets in the United States (U.S.)
related to the Sentinel® canine parasiticide franchise to Virbac Corporation (Virbac) for approximately $410 million.
The acquired Novartis AH business consists of the research and development, manufacture, marketing, sale and
distribution of veterinary products to prevent and treat diseases in pets, farm animals, and farmed fish. Under the
terms of the agreement, we acquired manufacturing sites, research and development facilities, a global commercial
infrastructure and portfolio of products, a pipeline of projects in development, and employees.

Assets Acquired and Liabilities Assumed

Our access to Novartis AH information was limited prior to the acquisition. As a consequence, we are in the process
of determining the fair values and tax bases of a significant portion of the assets acquired and liabilities assumed,
including the identification and valuation of intangible assets, inventory, property and equipment, accrued expenses,
and tax exposures. The final determination of these amounts will be completed as soon as possible but no later than
one year from the acquisition date. The final determination may result in asset and liability fair values and tax bases
that differ from the preliminary estimates and require changes to the preliminary amounts recognized.

The following table summarizes the preliminary amounts recognized for assets acquired and liabilities assumed as of
the acquisition date:

Estimated Fair Value at January 1, 2015

Inventories $381.5
Acquired in-process research and development 295.0
Marketed products () 1,940.0
Property and equipment 218.9

Assets held for sale (primarily the U.S. Sentinel rights) 426.7

Accrued retirement benefits (169.5 )
Deferred income taxes (32.5 )
Other assets and liabilities - net (34.0 )
Total identifiable net assets 3,026.1
Goodwill @ 2,259.5

Total consideration transferred - net of cash acquired $5,285.6

() These intangible assets will be amortized on a straight-line basis over their estimated useful lives, which are
expected to have a weighted average useful life of 19 years.

@ The goodwill recognized from this acquisition is attributable primarily to expected synergies that we believe will
result from combining the operations of Novartis AH with our Animal Health operations, future unidentified projects
and products, and the assembled workforce of Novartis AH. Approximately $900 million of the goodwill associated

12
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with this acquisition is estimated to be deductible for tax purposes.

9
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Actual and Supplemental Pro Forma Information
Our consolidated condensed statement of operations for the three and six months ended June 30, 2015 includes
Novartis AH revenue of $268.1 million and $504.5 million, respectively. Novartis AH has been partially integrated
into our animal health segment and as a result of these integration efforts, certain parts of the animal health business
are operating on a combined basis, and we cannot distinguish the operations between Novartis AH and our legacy
animal health business.
The following unaudited pro forma financial information presents the combined consolidated results of our operations
with Novartis AH as if the portion of Novartis AH that we retained after the sale to Virbac had been acquired as of
January 1, 2014. We have adjusted the historical consolidated financial information to give effect to pro forma events
that are directly attributable to the acquisition. The unaudited pro forma financial information is not necessarily
indicative of what our consolidated results of operations would have been had we completed the acquisition at the
beginning of 2014. In addition, the unaudited pro forma financial information does not attempt to project the future
results of operations of our combined company.

Unaudited Pro Forma Consolidated Results

Three Months Ended Six Months Ended

June 30, June 30,

2015 2014 2015 2014
Revenue $4,978.7 $5,211.2 $9,623.4 $10,146.1
Net income 649.7 643.8 1,224.6 1,270.9
Diluted earnings per share 0.61 0.60 1.15 1.18

The unaudited pro forma financial information above reflects primarily the following pro forma pre-tax adjustments:
Additional amortization expense of approximately $26 million and $52 million for the three and six months ended
June 30, 2014, respectively, related to the fair value of identifiable intangible assets acquired.

Additional cost of sales in 2014, and a corresponding reduction in cost of sales in 2015, of approximately $68 million
and $132 million related to the fair value adjustments to acquisition date inventory that has been sold in the three and
six months ended June 30, 2015, respectively.

A decrease to pro forma net income of approximately $31 million and $51 million in the three and six months ended
;I une 30, 2014, respectively, associated with an increase to interest expense related to the incremental debt that we
issued to partially finance the acquisition and a reduction of interest income associated with investments which would
have been used to partially fund the acquisition.

In addition, all of the above adjustments were adjusted for the applicable tax impact. The taxes associated with the
adjustments above reflect the statutory tax rates in the various jurisdictions where the fair value adjustments occurred.
Lohmann AH Acquisition

On April 30, 2014, we acquired Lohmann AH, a privately-held company headquartered in Cuxhaven, Germany,
through a stock purchase for a total purchase price of $591.2 million, comprised of $551.4 million of net cash plus
$39.8 million of assumed debt. Lohmann AH is a global leader in poultry vaccines. As part of this transaction, we
acquired the rights to a range of vaccines, commercial capabilities, and manufacturing sites in Germany and the
United States. The acquisition is not material to our consolidated financial statements. Amounts recorded in
connection with this acquisition include $275.4 million of marketed product assets, $23.9 million of other intangible
assets, $81.9 million of property and equipment, $251.6 million of goodwill, and $92.7 million of deferred tax
liabilities, with $51.1 million of other net assets. Goodwill associated with this acquisition is not deductible for tax
purposes.

Product and Other Acquisitions

In connection with the arrangements described below, our partners may be entitled to future royalties based on sales
should these products be approved for commercialization and/or milestones based on the successful progress of the
drug candidate through the development process.

10
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In March 2015, we entered into a collaboration agreement with Innovent to develop and commercialize a portfolio of
cancer treatments. The compounds included in the collaboration were Innovent's monoclonal antibody targeting
protein CD-20, which had received investigational new drug approval in China to begin Phase I development, a
pre-clinical immuno-oncology molecule, and our cMet monoclonal antibody, which was in pre-clinical development
for China. In China, we will be responsible for the commercialization efforts, while Innovent will lead the
development and manufacturing efforts. Innovent also has co-promotion rights in China. We will be responsible for
development, manufacturing, and commercialization efforts of Innovent's pre-clinical immuno-oncology molecule
outside of China. We will also receive rights to develop and commercialize up to three pre-clinical bispecific
immuno-oncology molecules outside of China. Separate from the collaboration, we will continue the development of
our cMet monoclonal antibody gene outside of China. Under the terms of the agreement, we paid an upfront fee of
$56.0 million, which was expensed as acquired IPR&D in the first quarter of 2015.

In March 2015, we entered into a collaboration agreement with Hanmi to develop and commercialize Hanmi's oral
Bruton's tyrosine kinase inhibitor known as HM71224, a compound being investigated for the treatment of
autoimmune and other diseases. HM71224 had completed Phase I testing, and we and Hanmi will progress HM71224
into Phase II testing for patients with rheumatoid arthritis, lupus, lupus nephritis, Sjogren's syndrome, and other
related conditions. In April 2015, we received Hart-Scott-Rodino Antitrust Improvements Act clearance associated
with this transaction, which was a condition to closing. We received rights to the molecule for all indications on a
worldwide basis excluding China, Hong Kong, Taiwan, and Korea. We will be responsible for leading development,
regulatory, manufacturing, and commercial efforts in our territories. Under the terms of the agreement, we paid an
upfront fee of $50.0 million, which was expensed as acquired IPR&D in the second quarter of 2015.

In May 2015, we entered into a research collaboration with BioNTech to discover novel cancer immunotherapies.
Upon entering the agreement, we paid an upfront fee of $30.0 million, which was expensed as acquired IPR&D in the
second quarter of 2015.

Note 4: Collaborations and Other Arrangements

We often enter into collaborative and other similar arrangements to develop and commercialize drug candidates.
Collaborative activities may include research and development, marketing and selling (including promotional
activities and physician detailing), manufacturing, and distribution. These arrangements often require milestone and
royalty or profit-share payments, contingent upon the occurrence of certain future events linked to the success of the
asset in development, as well as expense reimbursements or payments to the collaboration partner. Elements within a
collaboration are separated into individual units of accounting if they have standalone value from other elements
within the arrangement. In these situations, the arrangement consideration is allocated to the elements on a relative
selling price basis. Revenues related to products we sell pursuant to these arrangements are included in net product
revenues, while other sources of revenue (e.g., royalties and profit-sharing due from our partner) are included in
collaboration and other revenue.

The following table summarizes our collaboration and other revenue recognized:

Three Months Ended Six Months Ended

June 30, June 30,

2015 2014 2015 2014
Collaboration and other revenue $233.4 $208.7 $429.5 $389.9

Operating expenses for costs incurred pursuant to these arrangements are reported in their respective expense line
item, net of any payments due to or reimbursements due from our collaboration partners, with such reimbursements
being recognized at the time the party becomes obligated to pay. Each collaboration is unique in nature, and our more
significant arrangements are discussed below.

Diabetes Collaboration

We and Boehringer Ingelheim have a global agreement to jointly develop and commercialize a portfolio of diabetes
compounds. Currently, the compounds included in the collaboration are Boehringer Ingelheim’s two oral diabetes
agents, linagliptin (trade name Trajenta® ) and empagliflozin (trade name Jardiance®), and our new insulin glargine
product (trade name Basaglar® in the U.S.).

15
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Trajenta was approved in 2011 and launched in the U.S., Europe, Japan, and other countries. Jentadueto®, the single
pill combination of linagliptin and metformin hydrochloride, is being commercialized with Trajenta and is included in
the Trajenta family results. Jardiance was approved in the U.S., Europe, and Japan in 2014. It was

11
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launched in the U.S. and Europe in 2014 and in Japan in the first quarter of 2015. Glyxambi®, the single pill
combination of linagliptin and empagliflozin, launched in the U.S. in the first quarter of 2015, and is included in the
Jardiance family results. Synjardy®, the single pill combination of empagliflozin and metformin hydrochloride, was
approved in Europe in May 2015, and will be included in the Jardiance family results once launched. Our new insulin
glargine product was approved in Europe and Japan in September and December 2014, respectively. The first launch
in Europe and Japan occurred in the second and third quarter of 2015, respectively. Basaglar received tentative
approval in the U.S. in August 2014. The U.S. Food and Drug Administration (FDA) has determined that Basaglar
meets all regulatory requirements for approval, but final approval is subject to a delay of up to 30 months as a result of
patent infringement litigation filed by Sanofi Aventis U.S. LLC, which markets Lantus® (insulin glargine). Under the
Drug Price Competition and Patent Term Restoration Act of 1984 (the Hatch-Waxman Act), the initiation of the
lawsuit automatically invoked a stay of final FDA approval for a period of 30 months (until June 2016), which may be
shortened in the event of an earlier court decision in our favor.
In connection with the approval of Trajenta in the U.S., Europe, and Japan, we paid $478.7 million in success-based
regulatory milestones, all of which were capitalized as intangible assets and are being amortized to cost of sales.
In connection with the approval of Jardiance in the U.S., Europe, and Japan, we paid success-based regulatory
milestones of $300.5 million all of which were capitalized as intangible assets and are being amortized to cost of sales.
We incurred milestone-related expenses of $97.2 million in connection with regulatory submissions for Jardiance in
the U.S., Europe, and Japan during 2013. These regulatory submission milestones were recorded as research and
development expenses.
Upon the approval of our new insulin glargine product in Europe and in Japan during 2014, we recorded, as deferred
revenue, a $62.5 million milestone which will be amortized through the term of the collaboration (2029) to
collaboration and other revenue upon product launch in European countries and Japan where we co-promote our new
insulin glargine product with Boehringer Ingelheim. During 2013, we earned $50.0 million in milestones for the
regulatory submissions of our new insulin glargine product in the U.S., Europe, and Japan. These submission
milestones were recorded as income in other—net, (income) expense. In the future, we will be eligible to receive up to
$187.5 million in success-based regulatory milestones on our new insulin glargine product.
In October 2014, we and Boehringer Ingelheim agreed upon certain changes to the operational and financial structure
of our diabetes collaboration. Under the revised agreement the companies will continue their co-promotion work in 17
countries, representing over 90 percent of the collaboration’s anticipated market opportunity. In the other countries, the
companies will exclusively commercialize the respective molecules they brought to the collaboration. The
modifications became effective at the end of 2014 and changed the financial terms related to the modified countries;
however, the financial impact resulting from the revised terms of the agreement in these countries is not anticipated to
be material. As a result of these changes, we recorded a gain of $92.0 million in 2014 related to the transfer to
Boehringer Ingelheim of our license rights to co-promote linagliptin and empagliflozin in these countries, which was
recorded as income in other—net, (income) expense. We also incurred a charge of $55.2 million related to the transfer to
us of Boehringer Ingelheim's rights to co-promote our new insulin glargine product in countries where it is not yet
approved, which was recorded as acquired IPR&D expense.
With the exception of the countries affected by the amendment to the collaboration agreement, the companies share
equally the ongoing development costs, commercialization costs and gross margin for any product resulting from the
collaboration. We record our portion of the gross margin associated with Boehringer Ingelheim's compounds as
collaboration and other revenue, and we record our portion of the commercialization costs as marketing, selling, and
administrative expense. Each company will also be entitled to potential performance payments on sales of the
molecules they contribute to the collaboration.
The following table summarizes our revenue recognized with respect to the Trajenta family of products:

Three Months Ended  Six Months Ended

June 30, June 30,
2015 2014 2015 2014
Collaboration and other revenue $80.0 $90.3 $162.4 $167.1
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Our revenues related to the Jardiance family of products and our new insulin glargine product were not material for
the three and six months ended June 30, 2015.

Erbitux®

We have several collaborations with respect to Erbitux. The most significant collaborations are in the U.S., Canada,
and Japan (Bristol-Myers Squibb Company); and worldwide except the U.S. and Canada (Merck KGaA). Certain
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rights to Erbitux outside the U.S. and Canada (collectively North America) will remain with Merck KGaA (Merck)
upon expiration of that agreement.
The following table summarizes our revenue recognized with respect to Erbitux:

Three Months Ended  Six Months Ended

June 30, June 30,

2015 2014 2015 2014
Net product revenues $11.0 $12.4 $24.8 $25.6
Collaboration and other revenue 123.6 81.1 198.0 158.7
Revenue $134.6 $93.5 $222.8 $184.3

Bristol-Myers Squibb Company

Pursuant to commercial agreements with Bristol-Myers Squibb Company and E.R. Squibb (collectively, BMS), we
have been co-developing Erbitux in North America with BMS exclusively. A separate agreement grants co-exclusive
rights among Merck, BMS, and us in Japan and expires in 2032. In April 2015, we and BMS agreed to modify the
existing arrangement to provide for the transfer to us of BMS's commercialization rights with respect to Erbitux in
North America with the transition expected to be completed in the fourth quarter of 2015. This modification did not
affect our rights with respect to Erbitux in other jurisdictions. In connection with the modification of terms, we will
provide consideration to BMS based upon a tiered percentage of net sales of Erbitux in North America estimated to
average 38 percent from the completion of the transition through September 2018. The transfer of the
commercialization rights will be accounted for as an acquisition of a business at the time control of the business is
transferred to us. As a result, we will record the fair value of the commercialization rights as a marketed product asset
and the fair value of the contingent consideration as a liability. The marketed product asset will be amortized to cost of
sales using the