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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-Q
(Mark One)

p QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2007

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

Commission File Number 0-19311
BIOGEN IDEC INC.
(Exact name of registrant as specified in its charter)
Delaware 33-0112644
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

14 Cambridge Center, Cambridge, MA 02142
(617) 679-2000

(Address, including zip code, and telephone number, including
area code, of registrant s principal executive offices)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days: Yesp Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one)

Large Accelerated Filer p  Accelerated Filer o Non-Accelerated Filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act): Yeso Nop

The number of shares of the registrant s Common Stock, $0.0005 par value, outstanding as of October 15, 2007, was
293,369,248 shares.
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PART I FINANCIAL INFORMATION
BIOGEN IDEC INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
(In thousands, except per share amounts)
(Unaudited)
Revenues:
Product $ 529,581 $ 475,096 $ 1,532,594 $ 1,317,696
Unconsolidated joint business 234,637 203,820 672,391 593,296
Other 25,013 24,576 73,332 63,716
Total revenues 789,231 703,492 2,278,317 1,974,708
Costs and expenses:
Cost of sales, excluding amortization of acquired
intangible assets 81,613 66,792 247,626 212,280
Research and development 286,274 211,033 695,872 518,910
Selling, general and administrative 190,644 173,442 582,373 498,122
Collaboration profit (loss) sharing 5,842 (5,289) 170 (5,289)
Amortization of acquired intangible assets 65,689 60,011 186,570 206,978
Acquired in-process research and development 29,959 48,364 330,520
Facility impairments and loss (gain) on sale 175 (923)
Gain on settlement of license agreement (34,192)
Total costs and expenses 660,021 506,164 1,760,975 1,726,406
Income from operations 129,210 197,328 517,342 248,302
Other income (expense), net 44,904 22,319 98,192 62,790
Income before income tax provision and cumulative
effect of accounting change 174,114 219,647 615,534 311,092
Income tax expense 54,733 63,048 178,512 205,916
Income before cumulative effect of accounting
change 119,381 156,599 437,022 105,176
Cumulative effect of accounting change, net of
income tax 3,779
Net income $ 119,381 $ 156,599 $ 437,022 $ 108,955

Basic earnings per share:
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Income before cumulative effect of accounting

change $ 041 % 046 $ 135  $ 0.31
Cumulative effect of accounting change, net of

income tax 0.01
Basic earnings per share $ 0.41 $ 0.46 $ 135 $ 0.32

Diluted earnings per share:
Income before cumulative effect of accounting

change $ 041 % 045  $ 134 $ 0.30
Cumulative effect of accounting change, net of

income tax 0.01
Diluted earnings per share $ 0.41 $ 0.45 $ 134 $ 0.31
Weighted-average shares used in calculating:

Basic earnings per share 288,958 338,021 323,006 339,527
Diluted earnings per share 293,396 344,754 326,743 345,999

See accompanying notes to the consolidated financial statements.
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BIOGEN IDEC INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

September 30,
2007

December 31,
2006

(In thousands, except
per share amounts)

(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents $ 437,326 $ 661,377
Marketable securities 234,021 241,314
Accounts receivable, net 378,807 317,353
Due from unconsolidated joint business 161,272 168,708
Inventory 222,857 169,102
Other current assets 186,187 154,713
Total current assets 1,620,470 1,712,567
Marketable securities 921,994 1,412,238
Property, plant and equipment, net 1,392,577 1,280,385
Intangible assets, net 2,562,566 2,747,241
Goodwill 1,136,858 1,154,757
Investments and other assets 181,910 245,620
Total assets $ 7,816,375 $ 8,552,808
LIABILITIES AND SHAREHOLDERS EQUITY
Current liabilities:
Accounts payable $ 92,336 $ 100,457
Taxes payable 145,529
Accrued expenses and other 386,295 336,869
Current portion of notes payable 1,510,113
Total current liabilities 1,988,744 582,855
Notes payable 50,113 96,694
Long-term deferred tax liability 558,743 643,645
Other long-term liabilities 226,076 79,836
Total liabilities 2,823,676 1,403,030

Commitments and contingencies (Notes 4, 10 and 12)
Shareholders equity:
Preferred stock, par value $0.001 per share
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Common stock, par value $0.0005 per share 146 173
Additional paid-in capital 5,497,506 8,308,232
Accumulated other comprehensive income 48,127 21,855
Accumulated deficit (553,080) (860,827)
Treasury stock, at cost (319,655)
Total shareholders equity 4,992,699 7,149,778
Total liabilities and shareholders equity $ 7,816,375 $ 8,552,808
See accompanying notes to the consolidated financial statements.
4
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BIOGEN IDEC INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash flows from operating activities
Depreciation and amortization of fixed & intangible assets
Acquired in process research & development and license
Minority interest of subsidiaries

Gain on settlement of license agreement

Share-based compensation

Non-cash interest (income) expense

Deferred income taxes

Realized (gain) loss on sale of marketable securities and strategic investment
Write-down of inventory to net realizable value

Facility impairment and (gain) loss on sale, net
Impairment of investments and other assets

Excess tax benefit from stock options

Changes in assets and liabilities, net:

Accounts receivable

Due from unconsolidated joint business

Inventory

Other assets

Accrued expenses and other current liabilities

Other liabilities

Net cash flows provided by operating activities

Cash flows from investing activities:

Purchases of marketable securities

Proceeds from sales and maturities of marketable debt securities
Proceeds from sale of Amevive

Acquisitions, net of cash acquired

Purchases of property, plant and equipment

Proceeds from sale of property, plant and equipment

Purchases of other investments

Proceeds from the sale of a strategic equity investment

Net cash flows provided by (used in) investing activities

Cash flows from financing activities:

Table of Contents

Nine Months Ended
September 30,
2007 2006
(In thousands)
(Unaudited)
437,022 108,955
278,030 288,653
98,364 330,520
(25,045) 6,092
(34,192)
91,209 102,059
84 623
(40,366) (79,777)
(17,667) 2,420
19,579 12,608
(923)
6,166 5,021
(31,400) (12,293)
(57,723) (18,845)
7,436 (16,260)
(70,866) (22,973)
(71,257) 3,527
23,565 (77,840)
27,642 2,088
674,773 599,463
(2,201,518) (1,597,263)
2,702,841 1,468,097
59,800
(92,289) (363,251)
(175,750) (133,840)
16,812 35,942
(19,522) (5,580)
99,489
330,063 (536,095)
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Purchase of common stock (2,991,183) (320,268)
Proceeds from issuance of stock for share based compensation arrangements 247,436 86,838
Change in cash overdrafts (10,215) (11,145)
Excess tax benefit from stock options 31,400 12,293
Proceeds from borrowings 1,512,296 15,304
Repayments of borrowings (12,042)
Repayments of long-term debt (6,563)
Net cash flow used in financing activities (1,228,871) (216,978)
Net decrease in cash and cash equivalents (224,035) (153,610)
Effect of exchange rate changes on cash and cash equivalents (16) 36
Cash and cash equivalents, beginning of the period 661,377 568,168
Cash and cash equivalents, end of the period $ 437,326 $ 414,594

See accompanying notes to the consolidated financial statements.
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BIOGEN IDEC INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Business Overview
Overview

Biogen Idec Inc. is an international biotechnology company that creates new standards of care in oncology, neurology,
immunology and other specialty areas of unmet medical need. We currently have five products: AVONEX®,
RITUXAN®, TYSABRI®, FUMADERM®, and ZEVALIN®.

In August 2007, we entered into an agreement to sell the U.S. marketing, sales, manufacturing and development rights
of ZEVALIN® to Cell Therapeutics, Inc., or CTI for an upfront purchase price of $10.0 million and up to an additional
$20.0 million in milestone payments. In addition, we also will receive royalty payments on future sales of ZEVALIN.
As part of the overall arrangement, we have entered into a contract with CTI to supply ZEVALIN product through
2014 and a related services and security agreement under which CTI has agreed to reimburse us for costs incurred in
an ongoing randomized clinical trial for ZEVALIN with respect to aggressive non-Hodgkin s lymphoma. The

$10.0 million upfront payment will be recognized in our results of operations over the term of the supply agreement.
We anticipate the sale will close in the fourth quarter of 2007.

Basis of Presentation

In the opinion of management, the accompanying unaudited consolidated financial statements include all adjustments,
consisting of only normal recurring accruals, necessary for a fair statement of our financial position, results of
operations, and cash flows. The information included in this quarterly report on Form 10-Q should be read in
conjunction with our consolidated financial statements and the accompanying notes included in our Annual Report on
Form 10-K for the year ended December 31, 2006. Our accounting policies are described in the Notes to the
Consolidated Financial Statements in our 2006 Annual Report on Form 10-K and updated, as necessary, in this

Form 10-Q. The year-end consolidated balance sheet data presented for comparative purposes was derived from
audited financial statements. This Form 10-Q does not contain all disclosures required by accounting principles
generally accepted in the U.S. The results of operations for the three and nine months ended September 30, 2007 are
not necessarily indicative of the operating results for the full year or for any other subsequent interim period.

The preparation of the consolidated financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. Actual amounts and results could differ from those estimates.

Principles of Consolidation

The consolidated financial statements reflect our financial statements, those of our wholly-owned subsidiaries and of
our joint ventures in Italy and Switzerland. We also consolidate a limited partnership investment in which we are the
majority investor. As a result of FASB Interpretation No. 46, Consolidation of Variable Interest Entities, or FIN 46R,
we consolidate variable entities in which we are the primary beneficiary. For such consolidated entities in which we
own less than a 100% interest, we record minority interest in other income (expense) for the ownership interest of the
minority owner. All material intercompany balances and transactions have been eliminated in consolidation.

Table of Contents 11
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BIOGEN IDEC INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
2. Inventory
Inventories are stated at the lower of cost or market with cost determined under the first-in, first-out, or FIFO, method.
Included in inventory are raw materials used in the production of pre-clinical and clinical products, which are charged

to research and development expense when consumed.

The components of inventory are as follows (in millions):

September 30, December 31,

2007 2006
Raw materials $ 48.9 $ 45.7
Work in process 142.9 105.3
Finished goods 31.1 18.1
Total inventory $ 222.9 $ 169.1

Included in inventory is TYSABRI inventory that was written off in 2005, due to uncertainties surrounding the
TYSABRI suspension, but which is available to fill future orders. As of September 30, 2007, the approximate value of
this product, based on its original cost of manufacture, is $3.9 million. As a result, until all of this inventory is sold,
we are recognizing lower than normal cost of sales and, therefore, higher margins. We expect all of this product to be
sold in 2007. For the three and nine months ended September 30, 2007, $4.2 million and $10.0 million, respectively,
of this product was used to fulfill orders. For the three and nine months ended September 30, 2006, $0.6 million of
this product was used to fulfill orders.

During the three and nine months ended September 30, 2007, we wrote down $4.7 million and $19.6 million,
respectively, in unmarketable inventory, which was charged to cost of sales. During the three and nine months ended
September 30, 2006, we wrote down $0.7 million and $12.6 million, respectively, in unmarketable inventory, which
was charged to cost of sales.

3. Revenue Recognition

Product Revenues

We recognize revenue when all of the following criteria are met: persuasive evidence of an arrangement exists;
delivery has occurred or services have been rendered; the seller s price to the buyer is fixed or determinable;
collectibility is reasonably assured; and title and the risks and rewards of ownership have transferred to the buyer.
Except for revenues from sales of TYSABRI in the U.S., revenues from product sales are recognized when product is
shipped and title and risk of loss has passed to the customer, typically upon delivery. Sales of TYSABRI in the

U.S. are recognized on the sell-through model, that is, upon shipment of the product by our collaboration partner,
Elan, to the customer.

Table of Contents 13
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Effective January 1, 2007, we changed the manner in which we administer our patient assistance and patient
replacement goods programs. Prior to January 1, 2007, AVONEX product shipped to administer these programs was
invoiced and recorded as gross product revenue. In addition, an offsetting provision for discount and returns was
recorded for expected credit requests from the distributor that administers these programs on our behalf. Effective
January 1, 2007, we established a consignment sales model. Under the new arrangement, gross revenue is not
recorded for product shipped to satisfy these programs.

Discounts and Allowances
Revenues are recorded net of applicable allowances for discounts, contractual adjustments and returns.

7
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BIOGEN IDEC INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
We establish reserves for these discounts, which include trade term discounts and wholesaler incentives, contractual
adjustments, which include Medicaid rebates, Veteran s Administration rebates and managed care, and returns, which
include returns made by wholesalers. Such reserves are classified as reductions of accounts receivable if the amount is

payable to a customer or as a liability if the amount is payable to a party other than a customer.

An analysis of the amount of, and change in, reserves is as follows (in millions):

Contractual
Discounts Adjustments Returns Total
Beginning balance, January 1, 2007 $ 12.7 $ 30.5 $ 178 $ 61.0
Current provisions relating to sales in current period 31.3 73.3 12.4 117.0
Adjustments relating to sales in prior periods 1.7 5.2 35
Payments/returns relating to sales in current period (25.1) 41.7) 0.1 (66.9)
Payments/returns relating to sales in prior periods (12.6) (30.3) (16.6) (59.5)
Ending balance, September 30, 2007 $ 6.3 $ 30.1 $ 187 $ 55.1

The total reserves above were included in the consolidated balance sheets as follows (in millions):

September 30, December 31,

2007 2006
Reduction of accounts receivable $ 29.0 $ 30.2
Accrued expenses and other 26.1 30.8
Total reserves and accruals $ 55.1 $ 61.0

Reserves for discounts, contractual adjustments and returns reduced gross product revenues as follows (in millions):

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Discounts $ 108 $ 247 $ 31.3 $ 77.9
Contractual adjustments 247 24.7 71.6 73.1
Returns 4.0 8.7 17.6 30.7
Total allowances $ 395 $ 358.1 $ 1205 $ 181.7
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Gross product revenues $ 5759 $ 536.7 $ 1,663.3 $ 1,504.3

Percent of gross product revenues 6.9% 10.8% 7.2% 12.1%

Our product revenue reserves are based on estimates of the amounts earned or to be claimed on the related sales.
These estimates take into consideration our historical experience, current contractual and statutory requirements,
specific known market events and trends and forecasted customer buying patterns. If actual results vary, we may need
to adjust these estimates, which could have an effect on earnings in the period of the adjustment.

8
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BIOGEN IDEC INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
4. Acquisitions and Collaboration Agreements
Syntonix Pharmaceuticals, Inc.

In January 2007, we acquired 100% of the stock of Syntonix Pharmaceuticals, Inc., or Syntonix, a privately held
biopharmaceutical company based in Waltham, Massachusetts. Syntonix focuses on discovering and developing
long-acting therapeutic products to improve treatment regimens for chronic diseases, and is engaged in multiple
pre-clinical programs in hemophilia. The purchase price was $44.4 million, including transaction costs, and is subject
to increase to as much as $124.4 million if certain development milestones with respect to Syntonix s lead product,
long-acting Factor IX, are achieved. The purpose of the acquisition was to enhance our pipeline and to expand into
additional specialized markets.

The acquisition was funded from our existing cash and was accounted for as an asset acquisition as Syntonix was a
development-stage company. As a result of the acquisition we obtained the rights to the in-process technology of the
Fc-fusion technology platform. Syntonix has two programs in development using the Fc-fusion platform, long-acting
Factor IX and long-acting Factor VIII. Syntonix s lead product, long-acting Factor IX, is a proprietary product for the
treatment of hemophilia B. Syntonix filed an investigational new drug application with the Food and Drug
Administration, or FDA, for long-acting Factor IX in 2007. Long-acting Factor VIII is a product for the treatment of
hemophilia A and is approximately two years away from the filing of an investigational new drug application with the
FDA.

The results of operations of Syntonix are included in our consolidated results of operations from the date of
acquisition. We have completed our purchase price allocation for the acquisition as set out below (in millions):

Current assets $ 03
Fixed assets 0.2
Deferred tax asset 27.8
Assembled workforce 0.7
In-process research and development 18.4
Current liabilities 3.0)
$ 444

The purchase price included $2.0 million in loan forgiveness and $0.7 million in transaction fees. In addition,
$0.3 million of severance charges were accrued in the nine months ended September 30, 2007, as a result of the
acquisition.

The amount allocated to in-process research and development, or IPR&D, relates to the development of long-acting
Factor IX and long-acting Factor VIII, which are in a development stage. We have spent an additional $7.4 million to
develop long-acting Factor IX and an additional $1.3 million to develop long-acting Factor VIII since the acquisition.
We expect to incur an additional $32.4 million to develop long-acting Factor IX and an additional $41.2 million to
develop long-acting Factor VIII. The estimated revenues from long-acting Factor IX and long-acting Factor VIII are
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expected to be recognized beginning in 2012 and 2014, respectively. A discount rate of 13% was used to value these
projects which we believe to be commensurate with the stage of development and the uncertainties in the economic
estimates described above. At the date of acquisition, these compounds had not reached technological feasibility and
had no alternative future use. Accordingly, $18.4 million in IPR&D was expensed upon acquisition.

Upon acquisition, we recorded a deferred tax asset of $27.8 million relating, principally, to U.S. federal net operating
loss carryforwards that we obtained with the acquisition of Syntonix. The deferred tax asset included approximately
$12.8 million of net operating loss and research credit carryovers that will be utilized prior to applicable expiration
dates, as well as approximately $15.3 million of other deferred tax assets

9
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BIOGEN IDEC INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

primarily related to start-up and research expenditures that have been capitalized for tax purposes and will be
amortized over the next several years.

Future contingent consideration payments, if ultimately payable, will be expensed as research and development.

The total revenue, operating income (loss) and net income (loss) impacts of the acquisition for the nine months ended
September 30, 2007 and 2006 were not material.

Cardiokine

In August 2007, our agreement with Cardiokine Biopharma LLC became effective. The agreement is for the joint
development of lixivaptan, an oral compound for the potential treatment of hyponatremia in patients with congestive
heart failure expected to enter a Phase III clinical trial in the fourth quarter of 2007. We will be responsible for the
global commercialization of lixivaptan and Cardiokine Biopharma LLC has an option for limited co-promotion in the
United States.

Under the terms of the agreement, we paid a $50.0 million upfront payment and will pay up to $170.0 million in
milestone payments for successful development and global commercialization of lixivaptan, as well as royalties on
commercial sales. The $50.0 million is reflected as research and development expense in the accompanying
consolidated statement of income. In accordance with FIN 46, we have consolidated the results of Cardiokine
Biopharma LLC and recorded an IPR&D charge of approximately $30 million. The amount allocated to IPR&D
reflects the value ascribed to lixivaptan in excess of the $50.0 million paid by us, which is attributable to the minority
interest. As such, we have recorded a corresponding minority interest credit, which is included in other income
(expense). At the effective date of the agreement, this compound had not reached technological feasibility and had no
alternative future use. Through September 30, 2007, we have spent an additional $10.3 million to develop lixivaptan
since the agreement became effective. We expect to incur approximately an additional $260 million to develop
lixivaptan for all indications under development. The estimated revenues from lixivaptan are expected to be
recognized beginning in 2011. A discount rate of 11% was used to value these projects, which we believe to be
commensurate with the stage of development of lixivaptan and the uncertainties in the economic estimates described
above.

5. Intangible Assets and Goodwill

As of September 30, 2007 and December 31, 2006, intangible assets and goodwill, net of accumulated amortization,
impairment charges and adjustments, are as follows (in millions):

As of As of
Sept. 30, Dec. 31,
2007 2006
Estimated Accumulated Accumulated
Life Cost Amortization Net Cost Amortization Net
Out-licensed patents 12years $ 5780 $ (187.0) $ 391.0 $ 5780 $ (1509 $ 427.1
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In-licensed patents
Assembled workforce
Distribution rights

Total

Goodwill
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15-20 years
Indefinite
14 years

4 years

2 years

Indefinite

3,002.5
64.0
3.0

2.1
11.6

$ 3,661.2

$ 1,136.9

(908.0)

0.6)
0.6)
2.4)

$ (1,098.6)

$

10

2,094.5 3,001.5

64.0 64.0
24 3.0
1.5 1.4
9.2 11.1

$ 2,562.6 $ 3,659.0

$ 1,1369 $ 1,154.8

(760.2)

(0.5)
0.2)

2,241.3
64.0
2.5

1.2
11.1

$ 911.8) $ 2,747.2

$

$ 1,154.8
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BIOGEN IDEC INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
In the nine months ended September 30, 2007, goodwill decreased by $17.9 million primarily as a result of certain tax
adjustments. Approximately $9.1 million of the adjustments related to the adoption of FIN 48. (See Note 10 for
discussion on income taxes). Assembled workforce increased by $0.7 million as a result of the acquisition of
Syntonix.
Amortization expense was $65.7 million and $60.0 million in the three months ended September 30, 2007 and 2006,
respectively. Amortization expense was $186.6 million and $207.0 million for the nine months ended September 30,
2007 and 2006, respectively.
6. Financial Instruments

Marketable Securities, including Strategic Investments

The following is a summary of marketable securities and investments (in millions):

Gross Gross

Fair Unrealized Unrealized Amortized
September 30, 2007: Value Gains Losses Cost
Available-for-sale
Corporate debt securities
Current $ 1202 $ 0.1 $ 03 $ 120.4
Non-current 294.0 1.9 (0.6) 292.7
U.S. Government securities
Current 1114 0.1 (0.3) 111.6
Non-current 1414 1.2 140.2
Other interest bearing securities
Current 2.5 2.5
Non-current 486.5 2.9 0.7 484.3
Total available-for-sale securities $ 1,156.0 $ 6.2 $ 19 $ 1,151.7
Other Investments
Strategic investments, non-current $ 22.8 $ 2.1 $ ©.0n $ 29.8

11
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BIOGEN IDEC INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Gross

Fair Unrealized
December 31, 2006: Value Gains
Available-for-sale
Corporate debt securities
Current $ 197.1 $
Non-current 4394 0.4
U.S. Government securities
Current 40.1
Non-current 270.3 0.3
Other interest bearing securities
Current 4.2
Non-current 702.5 1.6
Total available-for-sale securities $ 1,653.6 $ 23
Other Investments
Strategic investments, non-current $ 1169 $ 8.6

(Continued)
Gross
Unrealized
Losses
$ (0.7)

(3.2)

(0.2)

(1.5)

(0.1)

2.7)
$ (8.4)
$

Amortized
Cost

$ 197.8
442.2

40.3
271.5

43
703.6

$ 1,659.7

$ 108.3

In the three and nine months ended September 30, 2007, we recognized $0.7 million and $6.2 million, respectively, in
charges for the impairment of available-for-sale securities that were determined to be other-than-temporary following
a decline in value. In the three and nine months ended September 30, 2006, we recognized no charges for the

impairment of available for sale securities.

Unrealized losses relate to various debt securities, including U.S. Government issues, corporate bonds and
asset-backed securities and strategic investments. The unrealized losses on these securities were primarily caused by a
rise in interest rates subsequent to purchase. We believe that these unrealized losses are temporary, and we have the

intent and ability to hold these securities to recovery, which may be at maturity.

The proceeds from maturities and sales of marketable securities, which were primarily reinvested, and resulting

realized gains and losses were as follows (in millions):

Three Months
Ended September 30,
2007 2006
Proceeds from maturities and sales $ 293.0 $ 445.0
Realized gains $ 12 $ 06
Realized losses $ 0.4 $ 1.2
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Nine Months
Ended September 30,
2007 2006
$ 2,702.8 $ 1,468.1
$ 3.2 $ 1.2
$ 4.2 $ 3.6
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The amortized cost and estimated fair value of securities available-for-sale at September 30, 2007 by contractual

maturity are as follows (in millions):

Estimated

Fair Value

Due in one year or less $ 250.9
Due after one year through five years 421.3
Mortgage and other asset backed securities 483.8
Total $ 1,156.0

Amortized
Cost

$ 251.3

418.8

481.6

$ 1,151.7

The average maturity of our marketable securities as of September 30, 2007 and December 31, 2006, was 23 months

and 18 months, respectively.
12
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Strategic Investments

In the nine months ended September 30, 2007, we recognized no charges for the impairment of investments that were
deemed to be other than temporary. In June 2007, we sold a portion of our share in one strategic investment for

$48.2 million, which resulted in an $8.1 million gain. In July 2007, we sold the remaining portion of this strategic
investment for $50.7 million, which resulted in a gain of $9.1 million, resulting in a total gain of approximately
$17.2 million in 2007. In the three and nine months ended September 30, 2006, we recognized $0.6 million and

$5.0 million in charges, respectively, for the impairment of strategic investments that were deemed to be other than
temporary.

Non-Marketable Securities

We hold investments in equity securities of certain privately held biotechnology companies or biotechnology oriented
venture capital funds. The carrying value of these strategic investments at September 30, 2007, and December 31,
2006, was $49.7 million and $32.6 million, respectively. These investments are included in investments and other
assets on the accompanying consolidated balance sheets.

In the three and nine months ended September 30, 2007, we recorded $0.5 million and $0.9 million, respectively, in
charges for the impairment of investments that were determined to be other-than-temporary. In the nine months ended
September 30, 2006, we recorded no charges for the impairment of investments that were determined to be
other-than-temporary.

Forward Contracts and Other Agreements

We have foreign currency forward contracts to hedge specific forecasted transactions denominated in foreign
currencies. All foreign currency forward contracts in effect at September 30, 2007 have durations of 3 to 9 months.
These contracts have been designated as cash flow hedges and accordingly, to the extent effective, any unrealized
gains or losses on these foreign currency forward contracts are reported in other comprehensive income. Realized
gains and losses for the effective portion are recognized with the completion of the underlying hedge transaction. To
the extent ineffective, hedge transaction gains and losses are reported in other income (expense).

The notional settlement amount of the foreign currency forward contracts outstanding at September 30, 2007 was
approximately $221.6 million. These contracts had an aggregate fair value of $11.9 million, representing an unrealized
loss, and were included in other current liabilities at September 30, 2007. The notional settlement amount of the
foreign currency forward contracts outstanding at December 31, 2006 was approximately $293.2 million. These
contracts had an aggregate fair value of $0.2 million, representing an unrealized loss, and were included in other
current liabilities at December 31, 2006.

In the three and nine months ended September 30, 2007, there was $2.0 million and $2.6 million, respectively,
recognized in earnings as a loss due to hedge ineffectiveness. In the three and nine months ended September 30, 2006,
we recognized no charge and $0.9 million, respectively, of losses in earnings due to hedge ineffectiveness. We
recognized $3.8 million and $4.9 million of losses in product revenue for the settlement of certain effective cash flow
hedge instruments for the three and nine months ended September 30, 2007, respectively, as compared to
approximately $3.2 million and $6.9 million, of losses for the three and nine months ended September 30, 2006,
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respectively. These settlements were recorded in the same period as the related forecasted transactions affecting
earnings.

13
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7. Comprehensive Income

The activity in comprehensive income, net of income taxes, was as follows (in millions):

Three Months Ended
September 30,
2007 2006
Net income $ 119.4 $ 156.6
Translation adjustments 25.8 4.0)

Net unrealized gains (losses) on available-for-sale

marketable securities, net of tax of $2.6 million,

($4.8) million, $2.0 million and $10.6 million,

respectively 4.7 5.8
Net unrealized gains (losses) on foreign currency

forward contracts, net of tax of $3.0 million,

($1.7) million, $4.3 million, and $1.0 million,

respectively 5.1 2.9

Total comprehensive income $ 135.4 $ 161.3

8. Earnings per Share

Basic and diluted earnings per share are calculated as follows (in millions):

Three Months Ended
September 30,
2007 2006
Numerator:
Income before cumulative effect of accounting change  $ 119.4 $ 156.6
Cumulative effect of accounting change
Net income 1194 156.6
Adjustment for net income allocable to preferred shares 0.2 0.2
Net income used in calculating basic and diluted
earnings per share $ 119.2 $ 156.4

Table of Contents

Nine Months
Ended
September 30,
2007 2006
$ 437.0 $ 109.0

36.9 15.5

(3.2) (17.9)

(7.4) (1.6)

$ 4633 $ 105.0
Nine Months

Ended
September 30,
2007 2006

$ 437.0 $ 1052

3.8

437.0 109.0

0.6 0.2

$ 4364 $ 108.8
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Denominator:

Weighted average number of common shares

outstanding 289.0 338.0 323.0 339.5

Effect of dilutive securities:

Stock options and ESPP 2.7 1.7 2.1 2.1

Restricted stock units 1.3 0.5 0.8 0.3

Performance-based restricted stock units 0.6 0.1 0.2

Restricted stock awards 0.4 0.9 0.5 0.8

Convertible promissory notes 3.1 0.2 3.1

Dilutive potential common shares 4.4 6.8 3.7 6.5

Shares used in calculating diluted earnings per share 2934 344.8 326.7 346.0
14
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The following amounts were not included in the calculation of net income per share because their effects were
anti-dilutive (in millions):

Three Months Nine Months
Ended Ended
September 30, September 30,
2007 2006 2007 2006
Numerator:
Net income allocable to preferred shares $ 02 $ ©02 $ ©06) $ (02
Denominator:
Stock options 7.6 19.3 10.5 17.7
Time-vested restricted stock units 0.1 1.5 0.1
Convertible preferred stock 0.5 0.5 0.5 0.5
Total 8.2 21.3 11.1 18.2

As a result of the tender offer described in Note 15, Tender Offer, earnings per share for the nine months ended
September 30, 2007 reflects on a weighted average basis the repurchase of 56,424,155 shares as of June 27, 2007, the
date the obligation was incurred, in accordance with FASB Statement No. 150, Accounting for Certain Financial
Instruments with Characteristics of Both Liabilities and Equity, or SFAS 150.

In the nine months ended September 30, 2007, we reclassified amounts within the statement of shareholder s equity on
the accompanying consolidated balance sheet resulting in an approximately $48 million correction in the treasury
stock balance.

9. Share-Based Payments

In the three months ended September 30, 2007 and 2006, share-based compensation expense reduced our results of
operations as follows (in millions, except for earnings per share):

Three Months Three Months
Ended Ended
September 30, September 30,
2007 2006
Effect on Effect on
Net Income Net Income

Income before income taxes $ 31.8 $ 379
Tax effect 9.9 (12.1)
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Net income $ 21.9 25.8

Basic earnings per share $ 0.08 0.08

Diluted earnings per share $ 0.07 0.07
15
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In the nine months ended September 30, 2007 and 2006, share-based compensation expense reduced our results of

operations as follows (in millions, except for earnings per share):

Nine Months Nine Months Ended September 30, 2006
Ended
Sept. 30, Impact Before
Cumulative Cumulative
2007 Effect Effect
Effect on of Accounting of Accounting Effect on Net
Net Income Change Change Income
Income before income taxes $ 91.2 $ 107.7 $ 56) $ 102.1
Tax effect (27.8) (34.0) 1.8 (32.2)
Net income $ 63.4 $ 73.7 $ 3.8) $ 69.9
Basic earnings per share $ 0.20 $ 0.22 $ 0.01) $ 0.21
Diluted earnings per share $ 0.19 $ 0.21 $ 0.01) $ 0.20
Share-based compensation expense and cost in the three months ended September 30, 2007 and 2006 is as follows (in
millions):
Three Months Ended Three Months Ended
September 30, 2007 September 30, 2006
Restricted Restricted
Stock Stock Stock Stock
and and
Options Restricted Options Restricted
& &
ESPP Stock Units Total ESPP Stock Units Total
Research and development $ 35 % 97 $ 132 $ 53 3§ 94 $ 147
Selling, general and administrative 6.0 13.7 19.7 7.8 16.1 239
Total $ 95 % 234 $ 329 §$ 131 § 255 § 38.6
Capitalized share-based
compensation costs (1.1 0.7)
Share-based compensation expense $ 31.8 $ 379
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In the nine months ended September 30, 2006, the expense is net of a cumulative pre-tax adjustment of $5.6 million
resulting from the application of an estimated forfeiture rate for prior period unvested restricted stock awards.

16
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Share-based compensation expense and cost for the nine months ended September 30, 2007 and 2006 is as follows (in

millions):

Nine Months Ended September 30, Nine Months Ended September 30,

2007 2006
Restricted Restricted
Stock Stock
Stock and Stock and
Options Restricted Options Restricted

& ESPP Stock Units Total & ESPP Stock Units Total

Research and development $ 95 § 273  $ 368 $ 167 $ 26.8 $ 435
Selling, general and

administrative 17.5 40.1 $ 576 24.6 42.0 66.6
Total $ 270 $ 674 $ 944 § 413 § 68.8 $ 110.1

Pre-tax cumulative effect
catch-up (5.6)

Pre-tax effect of share-based
compensation $ 944 $ 104.5

Capitalized share-based
compensation costs 3.2) 2.4)

Share-based compensation

expense $ 91.2 $ 102.1
Stock options

In February of 2007 and 2006, we made our annual awards of stock options. Approximately 1.0 million stock options
were awarded as part of the annual award in February 2007 at an exercise price of $49.31 per share. Approximately
0.9 million stock options were awarded as part of the annual grant in February 2006 at an exercise price of $44.24 per
share.

The fair value of the stock option grants awarded in the nine months ended September 30, 2007 and 2006 was

estimated as of the date of grant using a Black-Scholes option valuation model that uses the following
weighted-average assumptions:

Nine Months
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Ended September 30,
2007 2006
Expected dividend yield 0.0% 0.0%
Expected stock price volatility 33.6% 34.8%
Risk-free interest rate 4.50% 4.38%
Expected option life in years 4.87 4.87
Per share grant-date fair value $ 18.36 $ 16.88

Time-Vested Restricted Stock Units

In February of 2007 and 2006, we made our annual awards of time-vested restricted stock units, or RSUs.
Approximately 2.3 million RSUs were awarded as part of the annual grant in February 2007 at a grant date fair value
of $49.31 per share. Approximately 2.2 million RSUs were awarded as part of the annual grant in February 2006 at a
grant date fair value of $44.24 per share.

Performance-Based Restricted Stock Units

On March 14, 2007, 258,000 performance-based RSUs vested and were converted into shares of common stock. The
shares had been earned by employees pursuant to the terms of the awards granted in September

17
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2005. The amounts that vested represented 83% of the remaining 30% of the total shares issued under the program
that had not already vested in September 2006.

In addition, in February 2007, 100,000 performance-based RSU s, granted to our CEO in February 2006, vested and
were converted into shares of common stock.

In June 2006, we committed to grant 120,000 performance-based RSUs to an executive. The first tranche of 30,000
RSUs was granted in January 2007 and the remaining 90,000 were granted in June 2007. This tranche, and subsequent
tranches, are subject to performance conditions established at the time of issuance. The total grant of 120,000 RSUs is
being recognized as compensation expense over the requisite service period of four years as if it were multiple awards,
in accordance with FASB Interpretation No. 28, Accounting for Stock Appreciation Rights and Other Variable Stock
Options or Award Plans.

Employee Stock Purchase Plan

In the three months ended September 30, 2007 and 2006, 0.1 million and 0.1 million shares, respectively, were issued
under the employee stock purchase plan, or ESPP. In the nine months ended September 30, 2007 and 2006,

0.4 million and 0.4 million shares, respectively, were issued under the ESPP. In the three months ended September 30,
2007 and 2006, we recorded compensation charges of approximately $2.4 million and $2.2 million, respectively, of
stock compensation charges related to the ESPP. In the nine months ended September 30, 2007 and 2006, we recorded
compensation charges of approximately $3.6 million and $7.0 million, respectively, of stock compensation charges
related to the ESPP.

10. Income Taxes

Tax Rate

Our effective tax rate was 31.4% on pre-tax income for the three months ended September 30, 2007, compared to
28.7% for the comparable period in 2006. Our effective tax rate was 29.0% on pre-tax income for the nine months

ended September 30, 2007, compared to 66.2% for the comparable period in 2006.

A reconciliation of the U.S. federal statutory tax rate to the effective tax rate for the three and nine months ended
September 30, 2007 and 2006, respectively, is as follows:

Three Months Nine Months
Ended Ended
September 30, September 30,
2007 2006 2007 2006

Statutory Rate 35.0% 35.0% 35.0% 35.0%
State Taxes 4.1 1.6 2.5 3.5
Foreign Taxes (7.7 (7.8) (7.7) (13.4)
Credits and net operating loss utilization 2.3) (2.5 (0.3)
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Other (0.6) (1.1) (2.6) 1.1
Fair Value Adjustment 3.0 1.0 3.1 7.0
IPR&D 0.1) 1.2 37.2
Gain on Settlement of Fumapharm License Agreement 3.9

31.4% 28.7% 29.0% 66.2%
Contingency

On September 12, 2006, we received a Notice of Assessment from the Massachusetts Department of Revenue for
$38.9 million, including penalties and interest, with respect to the 2001, 2002 and 2003 tax years.

18
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We believe that we have meritorious defenses to the proposed adjustment and will vigorously oppose the assessment.
However, there is a possibility that we may not prevail in all of our assertions. If this is resolved unfavorably in the
future, it could have a material impact on our future effective tax rate and our results of operations in the period in
which the resolution occurs.

Adoption of FASB Interpretation No. 48

Effective January 1, 2007, we adopted FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, or
FIN 48. FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise s financial
statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 also prescribes a
recognition threshold and measurement attribute for the financial statement recognition and measurement of each tax
position taken or expected to be taken in a tax return. As a result of the adoption of FIN 48, we recognized a reduction
in the liability for unrecognized tax benefits of $14.2 million, which was recorded as a $1.8 million reduction to the
January 1, 2007 balance of our accumulated deficit, a $9.1 million reduction in goodwill and a $3.3 million increase in
our deferred tax liability.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows (in millions):

Balance at January 1, 2007 $ 196.8
Additions based on tax positions related to the current period 16.2
Additions for tax positions of prior periods 72.4
Reductions for tax positions of prior periods (69.6)
Settlements (18.7)
Balance at September 30, 2007 $ 197.1

Included in the balance of unrecognized tax benefits at September 30, 2007 and January 1, 2007, are $101.0 million
and $98.2 million (net of the federal benefit on state issues), respectively, of unrecognized tax benefits that, if
recognized, would affect the effective income tax rate in any future periods.

We recognize interest and penalties accrued related to unrecognized tax benefits in income tax expense. During the
three months ended September 30, 2007 and 2006, we recognized approximately $4.1 million and $2.5 million in
interest. During the nine months ended September 30, 2007 and 2006, we recognized approximately $10.2 million and
$7.7 million in interest. We had accrued approximately $27.2 million and $20.3 million for the payment of interest at
September 30, 2007 and January 1, 2007, respectively.

We file income tax returns in the U.S. federal jurisdiction, and various states and foreign jurisdictions. With few
exceptions, we are no longer subject to U.S. federal, state and local, or non-U.S. income tax examinations by tax
authorities for years before 2001. During the second quarter of 2007, the Internal Revenue Service, or IRS, completed
its examination of Biogen Idec Inc. s consolidated federal income tax returns for the fiscal years 2003 and 2004 and
issued an assessment. We subsequently paid amounts related to issues agreed to with the IRS and are appealing
several issues. As a result of this examination activity, Biogen Idec Inc. reassessed its liability for income tax
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contingencies to reflect the IRS findings and recorded a $14.7 million reduction in its liabilities for income tax
contingencies during the second quarter of 2007.

In connection with the adoption of FIN 48, we reclassified approximately $113 million in reserves for uncertain tax
positions from current taxes payable to long-term liabilities.
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11. Other Income (Expense), Net

Total other income (expense), net, consists of the following (in millions):

Three Months Nine Months
Ended Ended
September 30, September 30,
2007 2006 2007 2006

Interest income $ 18.8 $ 26.0 $ 80.1 $ 75.7
Minority interest 29.0 2.0) 25.0 (6.1)
Interest expense (19.6) 0.1 (21.9) 0.5
Other net 16.7 (1.6) 15.0 (6.3)
Total other income (expense), net $ 449 $ 223 $ 982 $ 62.8

In the three months ended September 30, 2007, the principal components of other net, were gain on sale of land
($7.1 million), net realized gain on sales of strategic investments ($11.0 million) and gains on foreign currency

($3.0 million), offset by realized losses on hedge ineffectiveness ($2.0 million). In the three months ended
September 30, 2006, the principal components of other net, were loss on foreign currency ($0.7 million) and realized
losses on sales of marketable securities ($0.7 million).

In the nine months ended September 30, 2007, the principal components of other net, were gain on sale of land

($7.1 million), and net realized gains on sales of our strategic investments ($19.0 million) offset by net realized losses
on sales of marketable securities ($7.1 million). In the nine months ended September 30, 2006, the principal
components of other net, were legal settlements ($4.0 million), realized losses on marketable securities ($2.4 million),
impairment charges on strategic investments ($4.5 million), and hedge ineffectiveness ($1.0 million), offset by gains
on foreign currency ($4.7 million).

12. Litigation

On March 2, 2005, we, along with William H. Rastetter, our former Executive Chairman, and James C. Mullen, our
Chief Executive Officer, were named as defendants in a purported class action lawsuit, captioned Brown v. Biogen

Idec Inc., et al. ( Brown ), filed in the U.S. District Court for the District of Massachusetts (the Court ). The complaint
alleges violations of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated
thereunder. The action is purportedly brought on behalf of all purchasers of our publicly-traded securities between
February 18, 2004 and February 25, 2005. The plaintiff alleges that the defendants made materially false and

misleading statements regarding potentially serious side effects of TYSABRI in order to gain accelerated approval

from the FDA for the product s distribution and sale. The plaintiff alleges that these materially false and misleading
statements harmed the purported class by artificially inflating our stock price during the purported class period and

that company insiders benefited personally from the inflated price by selling our stock. The plaintiff seeks unspecified
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damages, as well as interest, costs and attorneys fees. Substantially similar actions, captioned Grill v. Biogen Idec
Inc., et al. and Lobel v. Biogen Idec Inc., et al., were filed on March 10, 2005 and April 21, 2005, respectively, in the
same court by other purported class representatives. Those actions have been consolidated with the Brown case. On
October 13, 2006, the plaintiffs filed an amended consolidated complaint which, among other amendments to the
allegations, adds as defendants Peter N. Kellogg, our former Chief Financial Officer, William R. Rohn, our former
Chief Operating Officer, Burt A. Adelman, our Executive Vice President, Portfolio Strategy, and Thomas J.
Bucknum, our former General Counsel. On September 14, 2007, the District Court Judge entered an Order allowing
the Motions to Dismiss of all defendants. On September 28, 2007, the plaintiffs filed a Motion for Clarification of the
Court s Order Allowing Defendants Motion to Dismiss, in which they seek leave to amend their complaint. On
October 15, 2007, the plaintiffs filed a notice of appeal to the United States Court of Appeals for the First Circuit. We
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believe that the motion and appeal are without merit and intend to contest them vigorously. At this stage of litigation,
we cannot make any estimate of a potential loss or range of loss.

On June 9, 2005, we, along with numerous other companies, received a request for information from the U.S. Senate
Committee on Finance, or the Committee, concerning the Committee s review of issues relating to the Medicare and
Medicaid programs coverage of prescription drug benefits. On January 9, 2006, we, along with numerous other
companies, received a further request for information from the Committee. We filed a timely response to the request
on March 6, 2006 and have cooperated fully with the Committee s information requests. We are unable to predict
whether the Committee will request additional information in the future, but at the present time we consider this
matter to be closed.

On October 4, 2004, Genentech, Inc. received a subpoena from the U.S. Department of Justice requesting documents
related to the promotion of RITUXAN. We market RITUXAN in the U.S. in collaboration with Genentech.
Genentech has disclosed that it is cooperating with the associated investigation which they disclosed that they have
been advised is both civil and criminal in nature. Genentech has reported further that the government has called and is
expected to call former and current Genentech employees to appear before a grand jury in connection with this
investigation. We are cooperating with the U.S. Department of Justice in its investigation of Genentech. The potential
outcome of this matter and its impact on us cannot be determined at this time.

Along with several other major pharmaceutical and biotechnology companies, Biogen, Inc. (now Biogen Idec MA,
Inc., one of our wholly-owned subsidiaries) or, in certain cases, Biogen Idec Inc., was named as a defendant in
lawsuits filed by the City of New York and numerous Counties of the State of New York. All of the cases except for
cases filed by the County of Erie, County of Oswego and County of Schenectady are the subject of a Consolidated
Complaint ( Consolidated Complaint ), which was filed on June 15, 2005, and amended on June 8, 2007, in the

U.S. District Court for the District of Massachusetts in Multi-District Litigation No. 1456 ( the MDL proceedings ).
The County of Nassau joined in the amended Consolidated Complaint on June 8, 2007. On September 17, 2007, the
County of Erie, County of Oswego and County of Schenectady cases were remanded to state court in New York.

All of the complaints in these cases allege that the defendants (i) fraudulently reported the Average Wholesale Price

for certain drugs for which Medicaid provides reimbursement ( Covered Drugs ); (ii) marketed and promoted the sale of
Covered Drugs to providers based on the providers ability to collect inflated payments from the government and
Medicaid beneficiaries that exceeded payments possible for competing drugs; (iii) provided financing incentives to
providers to over-prescribe Covered Drugs or to prescribe Covered Drugs in place of competing drugs; and

(iv) overcharged Medicaid for illegally inflated Covered Drugs reimbursements. Among other things, the complaints
allege violations of New York state law and advance common law claims for unfair trade practices, fraud, and unjust
enrichment. In addition, the amended Consolidated Complaint alleges that the defendants failed to accurately report

the best price on the Covered Drugs to the Secretary of Health and Human Services pursuant to rebate agreements,

and excluded from their reporting certain discounts and other rebates that would have reduced the best price.

On September 7, 2006, a New York State court granted in part and denied in part Biogen Idec s motion to dismiss the
County of Erie complaint. On April 2, 2007, the defendants joint motion to dismiss the original Consolidated
Complaint and the County of Nassau s second amended complaint were granted in part, but certain claims against
Biogen Idec remained. Biogen Idec s individual motion to dismiss these complaints remains pending. Biogen Idec
intends to defend itself vigorously against all of the remaining allegations and claims in all of these lawsuits. At this
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stage of the litigation, we cannot make any estimate of a potential loss or range of loss.

Along with several other major pharmaceutical and biotechnology companies, we were also named as a defendant in a
lawsuit filed by the Attorney General of Arizona. The lawsuit was filed in the Superior Court of the State of Arizona
and transferred to the MDL proceedings. The complaint, as amended on March 13,

21

Table of Contents 41



Edgar Filing: BIOGEN IDEC INC. - Form 10-Q

Table of Contents

BIOGEN IDEC INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2007, is brought on behalf of Arizona consumers and other payors for drugs, and alleges that the defendants violated
the state consumer fraud statute by fraudulently reporting the Average Wholesale Price for certain drugs covered by
various private and public insurance mechanisms and by marketing these drugs to providers based on the providers
ability to collect inflated payments from third-party payors. Motions to dismiss the complaint have not yet been filed
and briefed. We intend to defend ourselves vigorously against all of the allegations and claims in this lawsuit. At this
stage of the litigation, we cannot make any estimate of a potential loss or range of loss.

On January 6, 2006, we were served with a lawsuit, captioned United States of America ex rel. Paul P. McDermott v.
Genentech, Inc. and Biogen Idec, Inc., filed in the United States District Court of the District of Maine ( Court ). The
lawsuit was filed under seal on July 29, 2005 by a former employee of our co-defendant Genentech pursuant to the
False Claims Act, 31 U.S.C. section 3729 et. seq. On December 20, 2005, the U.S. government elected not to
intervene, and the complaint was subsequently unsealed and served. On April 4, 2006, the plaintiff filed his first
amended complaint alleging, among other things, that we directly solicited physicians and their staff members to
illegally market off-label uses of RITUXAN for treating rheumatoid arthritis, provided illegal kickbacks to physicians
to promote off-label uses, trained our employees in methods of avoiding the detection of these off-label sales and
marketing activities, formed a network of employees whose assigned duties involved off-label promotion of
RITUXAN, intended and caused the off-label promotion of RITUXAN to result in the submission of false claims to
the government, and conspired with Genentech to defraud the government. The plaintiff seeks entry of judgment on
behalf of the United States of America against the defendants, an award to the plaintiff as relator, and all costs,
expenses, attorneys fees, interest and other appropriate relief. On July 24, 2007, the District Court granted Biogen
Idec s motion to dismiss on the grounds that the Court lacks subject matter jurisdiction, the complaint fails to state a
claim and the claims were not pleaded with particularity. Certain of plaintiff s claims against Genentech are still
pending. On August 14, 2007, the plaintiff filed a motion requesting that the Court allow the plaintiff to file an
interlocutory appeal of the granting of Biogen Idec s motion to dismiss. The court denied the motion on October 22,
2007. At this stage of the litigation, we cannot make any estimate of a potential loss or range of loss.

On June 17, 2006, Biogen Idec filed a Demand for Arbitration against Genentech, Inc. with the American Arbitration
Association ( AAA ). In the Demand for Arbitration, Biogen Idec alleged that Genentech breached the parties Amended
and Restated Collaboration Agreement dated June 19, 2003 (the Collaboration Agreement ), by failing to honor Biogen
Idec s contractual right to participate in strategic decisions affecting the parties joint development and
commercialization of certain pharmaceutical products, including humanized anti-CD20 antibodies. Genentech filed an
Answering Statement in response to Biogen Idec s Demand in which Genentech denied that it had breached the
Collaboration Agreement and alleged that Biogen Idec had breached the Collaboration Agreement. Genentech also
asserted for the first time that the November 2003 transaction in which Idec acquired Biogen and became Biogen Idec
was a change of control of our company under the Collaboration Agreement, a position with which we disagree

strongly. It is our position that the Biogen Idec merger did not constitute a change of control under the Collaboration
Agreement and that, even if it did, Genentech s rights under the change of control provision, which must be asserted
within ninety (90) days of the change of control event, have long since expired. We intend to vigorously assert that
position if Genentech persists in making this claim. On December 5, 2006, Biogen Idec filed an Amended Demand for
Arbitration with the AAA to make clear that the parties dispute also includes a disagreement over Genentech s
unilateral development of another collaboration product a third generation anti-CD20 molecule to treat certain
oncology indications. A three-member arbitration panel has been selected to decide this matter. The arbitration is in an
early stage and we cannot make a determination as to the likely outcome.
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On August 10, 2004, Classen Immunotherapies, Inc. filed suit against us, GlaxoSmithKline, Chiron Corporation,
Merck & Co., Inc., and Kaiser-Permanente, Inc. in the U.S. District Court for the District of Maryland contending that
we induced infringement of U.S. Patent Nos, 6,420,139, 6,638,739, 5,728,383,
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and 5,723,283, all of which are directed to various methods of immunization or determination of immunization
schedules. All Counts asserted against us by Classen were dismissed by the Court upon various motions filed by the
Parties. In early December 2006, Classen filed its initial appeal brief with the United States Court of Appeals for the
Federal Circuit. On March 7, 2007, we filed our brief in response. The Court of Appeals held oral argument on
August 8, 2007. We are unable to predict the outcome of this appeal.

On January, 30, 2007, the Estate of T