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Cautionary statement
regarding
forward-looking
statements

The purpose of this Annual
Report and Form 20-F
Information is to provide
information to the members
of the Company. In order,
inter alia, to utilise the [Jsafe
harbour{] provisions of the US
Private Securities Litigation
Reform Act 1995, we are
providing the following
cautionary statement: This
Annual Report and Form 20-F
Information contains certain
forward-looking statements
with respect to the
operations, performance and
financial condition of the
AstraZeneca Group. Although
we believe our

expectations are based on
reasonable assumptions, any
forward-looking statements, by
their very nature, involve risks and
uncertainties and may be
influenced by factors that could
cause actual outcomes and results
to be materially different from
those predicted. The
forward-looking statements reflect
knowledge and information
available at the date of the
preparation of this Annual Report
and Form 20-F Information and the
Company undertakes no obligation
to update these forward-looking
statements. We identify the
forward-looking statements by
using the words [Janticipates[],

(believes[], Jexpects[], lintends[] and
similar expressions in such
statements. Important factors that
could cause actual results to differ
materially from those contained in
forward-looking statements,
certain of which are beyond our
control, include, among other
things, those factors identified
under the heading Risk Factors on
pages 172 to 176 of this document.
Nothing in this Annual Report and
Form 20-F Information should be
construed as a profit forecast.

© AstraZeneca PLC 1 February
2007
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ASTRAZENECA IS ONE OF THE WORLD [SILEADING
PHARMACEUTICAL COMPANIES, WITH A BROAD RANGE OF
MEDICINES DESIGNED TO FIGHT DISEASE IN IMPORTANT
AREAS OF HEALTHCARE. BACKED BY STRONG SCIENCE AND
WIDE-RANGING COMMERCIAL SKILLS, WE ARE COMMITTED TO
SUSTAINABLE DEVELOPMENT OF OUR BUSINESS AND THE
DELIVERY OF A FLOW OF NEW MEDICINES THAT MAKE A
DIFFERENCE IN THE LIVES OF PATIENTS AND CREATE VALUE
FOR OUR SHAREHOLDERS AND WIDER SOCIETY.

2006 IN BRIEF
> SALES INCREASED BY 11% TO $26,475 MILLION.

> STRONG PERFORMANCE OF FIVE KEY GROWTH PRODUCTS (NEXIUM,
SEROQUEL, CRESTOR, ARIMIDEX AND SYMBICORT ) WITH COMBINED
SALES REACHING $13,318 MILLION, UP 23%.

> OPERATING PROFIT INCREASED BY 28% TO $8,216 MILLION.
OPERATING MARGIN IMPROVED BY 3.8 PERCENTAGE POINTS TO 31.0%
OF SALES.

> FREE CASH FLOW OF $6,788 MILLION. SHAREHOLDER RETURNS
TOTALLED $5,382 MILLION (DIVIDENDS $2,220 MILLION; NET SHARE
RE-PURCHASES $3,162 MILLION).

> DIVIDEND INCREASED BY 32% TO $1.72.
> EPS UP 34% TO $3.86.

> OUR PRODUCT PORTFOLIO NOW INCLUDES 11 MEDICINES EACH WITH
ANNUAL SALES OF MORE THAN $1 BILLION.

> GOOD SALES GROWTH IN ALL REGIONS,WITH THE US UP 16%,
EUROPE UP 6%, JAPAN UP 5% AND REST OF WORLD UP 11%.

> BETWEEN 1 DECEMBER 2005 AND 31 JANUARY 2007, THE COMPANY
HAS COMPLETED 12 SIGNIFICANT LICENSING AND ACQUISITION
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CHAIRMAN [SISTATEMENT

[DESPITE A CHALLENGING ENVIRONMENT, STRONG SALES GROWTH OF OUR MAJOR PRODUCTS,
PARTICULARLY OUTSIDE EUROPE, COUPLED WITH OUR DETERMINED PURSUIT OF PRODUCTIVITY GAINS
HAS DELIVERED ANOTHER OUTSTANDING FINANCIAL PERFORMANCE. []

In 2006, Group sales totalled $26.5 billion (up 11%) with an operating profit of $8.2 billion (up 28%). Our R&D
investment increased this year in absolute terms and as a percentage of sales from $3.4 billion to $3.9 billion,
reflecting our firm commitment to building the platform for future growth. That investment is focused on life-cycle
management of our key marketed products, developing new products with an emphasis on efficiency and
effectiveness improvements, and intelligent acquisition and licensing of products and technologies that will
supplement our internal efforts. Major investments were also announced during the year in new R&D facilities that
will support this strategy, notably in the UK and China.

Whilst AstraZeneca[Js share price fluctuated during the year, earnings per share grew by 34% from $2.91 in 2005 to
$3.86 in 2006. This reflects the strong growth from our products and careful management of our costs. The Board
has recommended a second interim dividend of $1.23 (63.0 pence, SEK 8.60) per Ordinary Share bringing the total
dividend for the year to $1.72 (89.6 pence, SEK 12.20), an increase of 32%. The buy-back programmes approved

by our shareholders at our Annual General Meeting (AGM), under which we return cash to shareholders in excess of
our anticipated requirements for future investment, amounted to $4,147 million in 2006. We are targeting net
share re-purchases for 2007 of $4 billion.

On page 90 we report on our total shareholder return relative to the FTSE 100 and to a group of our industry peers.

The Board conducted its annual formal strategy review and reinforced our commitment to the delivery of sustained
revenue growth through an R&D model that delivers new science and innovative products through in-house
capabilities and external partnerships,

alliances and acquisitions. The strategy review gave full consideration to overall global trends of continued growth
in demand for improved healthcare; an ageing population, undiagnosed and unmet medical needs; economic
development in emerging markets; sustained downward pressure on prices for medicines and ever-more
demanding regulatory requirements.

David Brennan has completed his first year as our Chief Executive Officer, and you will see his review of
AstraZeneca(]s performance during that period, the strategic direction and his vision for the future in the following
section of this report. With his distinctive leadership style and strong focus on individual accountabilities at all
levels within the Company, he has been quick to make his mark. | thank him, his colleagues on the Senior
Executive Team and all our employees, including those who have recently joined the AstraZeneca family through
acquisition, for their contribution this year.
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In addition to its review of strategy, the Board as part of its regular cycle of meetings also conducted financial and
business reviews as well as functional reviews, which this year paid particular attention to risk assessment,
compliance, human resources, and safety, health and environmental issues. More about these issues is provided
elsewhere in this report and also in the Corporate Responsibility Summary Report 2006.

There were a number of changes to the Non-Executive composition of the Board during the year. Professor Dame
Nancy Rothwell was elected at the 2006 AGM. Dame Nancy is currently Vice President for Research at the
University of Manchester in the UK and as one of the leading scientists of her generation she brings a valuable
perspective to our discussions.

John Varley, Group Chief Executive of Barclays Bank plc, was appointed to the Board in July, and his extensive
commercial and financial expertise is already bringing considerable benefit to our work. John has joined the
Remuneration Committee and he will become Chairman of that Committee when Sir Peter Bonfield steps down
from the Board at the 2007 AGM. At that time it is also intended that Michele Hooper, who has been a
Non-Executive Director of AstraZeneca PLC since 2003, will become the Senior Independent Director in succession
to Sir Peter.

Dame Bridget Ogilvie, FRS retired at the 2006 AGM after over nine years[] service as a Non-Executive Director, and |
would like to thank her warmly on behalf of the Board for her sustained contribution to both AstraZeneca and,
before that, Zeneca.

In 2007, we will strive to continue to meet the needs of patients, reward shareholders and benefit wider society by
strengthening our pipeline, driving top-line sales growth and making further productivity improvements, as well as
understanding and influencing the changing business environment in which we and our stakeholders operate. You
can hear more about the Company(Js strategy from David Brennan in the section that follows. David and his
management team have my and the Board[Js unqualified support for the steps they are taking to address the
challenges that AstraZeneca and our industry are facing.

LOUIS SCHWEITZER
Chairman

10
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CHIEF EXECUTIVE OFFICER [SIREVIEW

[AFTER MY FIRST YEAR AS CHIEF EXECUTIVE OFFICER, | AM DELIGHTED TO INTRODUCE AN ANNUAL
REPORT THAT NOT ONLY RECORDS OUR STRONG FINANCIAL PERFORMANCE DURING 2006 BUT ALSO
DEMONSTRATES OUR COMMITMENT TO OVERCOMING THE CHALLENGES THAT WE AND OUR INDUSTRY

FACE IN AN EVER-TOUGHER ENVIRONMENT AND TO CONTINUING TO DELIVER A PERFORMANCE THAT
WILL PLACE US AMONG THE BEST IN THE INDUSTRY. [

AstraZeneca is a successful, research-based, prescription pharmaceutical business. We bring benefit for patients
and add value for our shareholders and wider society through innovation and the responsible delivery of medicines
in important areas of healthcare.

The demand for healthcare continues to grow. People are living longer, populations are increasing and the
emergence of new economies means that the number of patients who can benefit from medicines is expanding. At
the same time, many diseases remain under-diagnosed, sub-optimally treated or do not have effective therapies.
Alongside these significant opportunities for AstraZeneca to make a difference, we face some tough challenges
gincluding growing pressure on the price of our marketed products, higher costs and regulatory hurdles for the
development of new ones and an increasingly competitive marketplace, including earlier challenges to our patents.

Our strategy for achieving sustained, industry-leading growth within this environment centres on three key
priorities:

= Strengthening our pipeline of new medicines, from our own research laboratories and by accessing scientific
innovation outside AstraZeneca;

> Delivering the full potential of all our marketed medicines, through rigorous life-cycle management, excellent
customer support; and

= Challenging our cost structure to make room for further investment in R&D and externalisation, while

increasing access to our medicines.
PATIENTS, PRODUCTS, PEOPLE AND PERFORMANCE

Our business objectives are focused on four core areas [] patients, products, people and performance [] that we
believe are core drivers of success in delivering our strategy.

To bring the most benefit for patients and those who treat them, we must continue to understand what makes a
difference for them [] and apply that insight across all of our activities to ensure we remain targeted on their
changing needs. For the future, we recognise that sustainable long-term success depends on further strengthening
the flow of new products [] whether from our own laboratories or from outside AstraZeneca. The continued
commitment and energy of our people is vital, and we aim to provide the leadership and support they need to
deliver their best contribution to achieving our business goals. By keeping our promises in all aspects of our
business, and effectively managing the associated opportunities and risks, we aim to drive a performance that will
place us among the best in the industry.

OUR YEAR IN BRIEF

2006 saw some good progress. The Company delivered excellent financial results, with strong sales growth of 11%,
enhanced by our continued commitment to improve productivity across the business.

11
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Product performance

In the short to medium term, our growth is expected to continue to be driven by five key products, launched over
the last 12 years

0 Arimidex, Crestor, Nexium, Seroquel andSymbicort. In 2006, these five key growth products together delivered
sales of $13.3 billion, up 23% from last year, and overall sales of all our products, including our successful mature

brands such as Casodex, Zoladex, Seloken/Toprol-XL, Zomig, Diprivan and Merrem, totalled $26.5 billion.

With sales of $1.5 billion, up 29% from last year, Arimidex is now the leading hormonal breast cancer therapy in
the US, Japan and France. This continued growth is largely based on results from the ATAC study, which showed
Arimidex to be superior to tamoxifen in the five years after surgery, when the risk of the cancer recurring is at its
highest. In June, following approval through mutual recognition for a new use, many patients in Europe currently
receiving tamoxifen can now be switched to Arimidex.

Crestor, our highly effective treatment for managing cholesterol levels, achieved sales of over $2 billion, an
increase of 59% over last year. Data from two clinical studies (ORION in 2005 and ASTEROID in 2006)
demonstrated strong potential for Crestor in the treatment of atherosclerosis. The METEOR study has also now
been completed, and the results will be presented in March 2007. The METEOR study forms the basis of a
submission for an atherosclerosis label made to the Food and Drug Administration (FDA) and in the EU through the
Mutual Recognition Procedure in January 2007. ASTEROID and ORION were included in the submission as
supportive studies.

Nexium, our treatment for acid-related diseases, achieved sales of $5.2 billion. During the year, we gained
approval for the additional use of Nexium in children aged 12-17 years with gastro-oesophageal reflux disease, and
for a new use in treating patients with the rare gastric acid disorder, Zollinger Ellison Syndrome.

Seroquel, with sales of $3.4 billion, further strengthened its position as the market-leading atypical anti-psychotic
therapy in the US and continued to grow strongly elsewhere. Already used for the treatment of schizophrenia and
bipolar mania, we gained approval during the year in the US for its use in bipolar depression. Seroquel is the first
and only single-agent medication approved for both mania and depression in bipolar disorder.

12
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CHIEF EXECUTIVE OFFICER [SIREVIEW

In December, the European Patent Office ruled that one of the European substance patents for Nexium would be
rejected. Both Nexium and Seroquel continue to be the subject of patent litigation in the US following the filing of
Abbreviated New Drug Applications in 2005 and 2006. AstraZeneca continues to have confidence in the intellectual
property portfolio protecting Nexium and Seroquel and will defend and enforce its intellectual property rights
protecting both products.

Symbicort achieved global sales of $1.2 billion in 2006, up 18%. During the year, it was approved in the US in a
pressurised Metered Dose Inhaler for maintenance treatment of asthma in patients aged 12 years and above. We

continue to plan for a US launch for Symbicort around the middle of 2007, although achieving this launch timeline
is dependent upon successful transfer of technology from development to manufacturing and completion of
validation batches. In addition, Symbicort SMART was approved for use in adults through the EU Mutual
Recognition Procedure.

You can read more about our product performance in other sections of this report.

In our markets

The growing demand for healthcare means increasing pressure on the budgets of governments and others who
pay for it. We must manage the associated downward pressure on the price of our products, whilst continuing to
invest in providing medicines that make a difference. During 2006, pricing pressure was particularly strong in
Europe, where governments continue to introduce cost-containment measures such as jumbo reference pricing in
Germany. In the US, still the world[]s largest pharmaceutical market, the Democratic gains in the mid-term election
may signal further changes to the pricing environment in that country. You can read more about this in the
Geographic Review and Price Regulation sections (pages 33 and 50).

As we continue to focus on managing such challenges and building on our leading positions in established markets,
we are also increasing our strength in fast-developing markets, such as China. During the year, we announced a
$100 million R&D investment over the next three years in China, which reflects our commitment to building our
presence in this important market. As part of this, | was pleased to hold in 2006 the first AstraZeneca Senior
Executive Team meeting in that country.

Strengthening our pipeline

There are three linchpins in our strategy to strengthen the pipeline. First, improve the productivity of our own
in-house discovery and development efforts. Second, continue to increase the pace with which we evaluate and
acquire promising projects from external sources. This is not a short-term stopgap to backfill the pipeline. It
represents an important change in mindset. We are making a long-term commitment to step up our access to the
world of scientific innovation that resides outside AstraZeneca. The third element is our commitment to
establishing AstraZeneca as a major international presence in biopharmaceuticals.

Enhancing in-house discovery and development

During 2006, we continued our drive to improve the efficiency of our internal R&D processes and the effectiveness
of our decision-making so that we can quickly eliminate weaker drug candidates and concentrate on the robust,
rapid progress of the ones most likely to succeed as significant advances in healthcare. We also reviewed our
disease target areas and re-focused our effort to ensure our scientific resources are prioritised on those areas
where we believe our skills can make the most difference and where the largest opportunities lie.

The results of our drive to improve productivity are reflected in the sustained size of the early development
portfolio. During 2006, 21 candidate drugs were selected for development (compared with 25 in 2005 and 18 in

2004). We have a number of compounds in the later stages of development including Zactima and Recentin
(formerly AZD2171) for treating cancer, and AGI-1067 and AZD6140

13
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for cardiovascular disease. You can read more about these and the other compounds in the therapy area review
(pages 16 to 32) and in our development pipeline table on pages 40 to 42.

Accessing external innovation

Our commitment to keeping up the pace of externalisation to further strengthen our pipeline is reflected in our
establishment of a new Strategic Planning and Business Development function, dedicated to finding the best
opportunities available and delivering high quality deal execution and alliance management capabilities. In January
2007, we made a significant step in strengthening our late-stage pipeline when we announced a collaboration with
Bristol-Myers Squibb Company (BMS) to develop and commercialise two late-stage compounds, discovered by BMS,
being studied for the treatment of Type 2 diabetes [J an area of high unmet medical need. Together with other
recent successes, such as the alliance with Schering AG to co-develop and jointly commercialise a novel breast
cancer treatment and the collaboration with Abbott to co-develop and market a combination treatment for mixed
dyslipidaemia, it also indicates the progress we have already made towards becoming a preferred partner.

Building our biopharmaceuticals presence

Biopharmaceuticals [] medicines derived from biological molecules [] have been the fastest-growing segment of the
pharmaceuticals market in recent years. While AstraZeneca[Js science base already possessed some discovery and
development capabilities for new biological medicines, our historic strength has been centred on small molecules.
We need to strengthen our capacity to attack new disease targets with small molecules and biologicals in an
integrated fashion, across all our therapy areas. Our acquisition of Cambridge Antibody Technology Group plc
(CAT) was a significant step towards achieving this aim. CAT[Js skills in biopharmaceuticals complement our own
expertise in small molecule science, and provide a foundation for building a future pipeline of new products from
both areas of research. We anticipate that from 2010 onwards, one in four AstraZeneca candidate drugs eligible for
full development will be biologicals.

14
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These efforts will strengthen our long-term sustainability and help us to withstand the impact of some of the
setbacks that we experienced with our pipeline this year. In February 2006, we withdrew our anticoagulant,

Exanta, from the market and halted its development on patient safety grounds. We also stopped late-stage

development of Galida, our potential diabetes therapy, and NXY-059, a potential treatment for stroke, because
they were not demonstrating sufficient patient benefit. Whilst such decisions are disappointing to make, they are
an indication of the challenges associated with delivering a new medicine and reflect our commitment to patient
safety and to maintaining a portfolio of only the highest quality, highest potential candidates.

Throughout all of these activities, maintaining our fundamental commitment to corporate responsibility (CR)
remains a top priority. More information about our CR commitment, policies and performance in this area is
available in our separate Corporate Responsibility Summary Report 2006 or on our website.

THE PEOPLE OF ASTRAZENECA

In my first year as CEO, | have visited many areas of AstraZeneca and have been consistently impressed with the
skills, creativity and professionalism of our people around the world. They are our most valuable asset, and without
their continued commitment to achieving our goals we would not succeed. | would like to take this opportunity to
thank them for their hard work and contribution to driving the continued success of the Company.

LOOKING FORWARD

The pharmaceutical industry operates in an increasingly tough environment. We know that, to continue to be
successful in this environment, we must recognise and manage the challenges and actively exploit the many
opportunities that rising demand for healthcare and advances in science and technology offer.

Strengthening the pipeline remains our top priority. However, we will also continue to challenge all elements of our
business to drive productivity and provide for the increased investment to support achievement of our strategic
objectives. As part of this, in February 2007, we announced further plans to improve the efficiency and
effectiveness of our supply organisation, which will involve reductions to the workforce. Decisions such as these
are not taken lightly and | am very aware of the impact this will have on the people affected and the communities
in which we operate. The reductions will be the subject of a full consultation process with works councils, trade
unions and other employee representatives, and in accordance with local labour laws, to ensure the process is fair
and transparent.

I am confident that, with strong leadership, clear direction and a sense of urgency around delivery, we have a
sound platform for continued success. Above all, my aim is to deliver sustained, profitable and responsibly
managed growth while ensuring that AstraZeneca continues to make a valuable contribution to global healthcare.

DAVID R BRENNAN
Chief Executive Officer
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FINANCIAL HIGHLIGHTS

1 Growth rates represent underlying performance, which shows growth at constant exchange rates (CER) by excluding the effects
of exchange rate movements. Underlying CER growth is calculated by retranslating the current year performance at the previous
year[]s exchange rates and adjusting for other exchange effects, including hedging.

2 Free cash flow represents net cash flows before financing activities, and is calculated as: net cash inflow before financing
activities, adjusted for acquisitions of businesses, movements in short term investments and fixed deposits and disposal of
intangible assets.

DIVIDEND FOR 2006

$ Pence SEK Payment date
First interim dividend 0.49 26.6 3.60 18 September 2006
Second interim dividend 1.23 63.0 8.60 19 March 2007
Total 1.72 89.6 12.20
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BUSINESS REVIEW

ASTRAZENECA IN BRIEF

= WE DISCOVER, DEVELOP, MANUFACTURE AND MARKET PRESCRIPTION PHARMACEUTICALS FOR
IMPORTANT AREAS OF HEALTHCARE: CARDIOVASCULAR, GASTROINTESTINAL, NEUROSCIENCE,
ONCOLOGY, RESPIRATORY AND INFLAMMATION,AND INFECTION.

= BROAD PRODUCT RANGE, INCLUDING MANY WORLD LEADERS AND A NUMBER OF KEY GROWTH
PRODUCTS: ARIMIDEX, CRESTOR, NEXIUM, SEROQUEL AND SYMBICORT.

= ACTIVE IN OVER 100 COUNTRIES WITH GROWING PRESENCE IN IMPORTANT EMERGING MARKETS;
CORPORATE OFFICE IN LONDON, UK; MAJOR R&D SITES IN SWEDEN,THE UK AND THE US.

= OVER 66,000 EMPLOYEES (58% IN EUROPE, 27% IN THE AMERICAS AND 15% IN ASIA, AFRICA AND
AUSTRALASIA).

= AROUND 12,000 PEOPLE AT 16 R&D CENTRES IN 8 COUNTRIES.

= 27 MANUFACTURING SITES IN 19 COUNTRIES.

= WE SPEND OVER $16 MILLION EACH WORKING DAY ON DISCOVERING AND DEVELOPING NEW
MEDICINES.

INTRODUCTION

In this section, we have applied the best practice principles of an operating and financial review and discuss the
main trends and factors underlying the development, performance and position of AstraZeneca during 2006.

To that end, we provide in this business review an overview of AstraZeneca[]s business environment and
information about our research, development, manufacturing and sales and marketing activities worldwide,
including our 2006 performance in these areas, as seen through the eyes of the Board.

We describe the external environment in which we operate, including the opportunities and challenges, the market
for pharmaceuticals, the competitive and regulatory environment, and the principal risks and uncertainties.

We describe our strategy for managing the opportunities and challenges of our business environment, the
resources that we bring to bear and how they are aligned to create value through achievement of our strategic
objectives, and likely future developments in our business. We also highlight the importance of leadership,
effective decision-making and risk management.

Finally, we explain how our progress towards achievement of our objectives is measured.

In the therapy area, geographic and financial reviews, we report on our financial performance during 2006 at a
global level, in different geographic areas and at a product level. We also report in detail on the progress of our
pipeline and developments in relation to our marketed products (such as new indications, regulatory filings and
clinical trial data).

18
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Business Review

BUSINESS ENVIRONMENT

AS A GLOBAL, RESEARCH-BASED PHARMACEUTICAL
COMPANY, WE OPERATE IN AN EVER-CHANGING

ENVIRONMENT THAT

PRESENTS BOTH OPPORTUNITIES AND CHALLENGES FOR OUR

BUSINESS.

GROWING DEMAND FOR HEALTHCARE

There remains a strong fundamental demand for
healthcare that underpins the industry[]s future
growth prospects. Specific elements that contribute
to this include:

> The growing number of people who expect high
standards of healthcare, especially among the
elderly, who represent a rising proportion of
developed nations[] populations; and

> Many diseases are under-diagnosed,

sub-optimally treated or do not have effective
therapies.

The growing demand for healthcare will be met not
only by existing therapies but also by new ones
originating from advances in the understanding of
the biology of disease and the application of new
technologies. Innovative new products have been
launched by the industry in recent years, which are
changing therapeutic approaches and are improving
quality of life for patients.

In addition, fast-developing economies such as China
and India are expanding the number of patients who
can benefit from medicines. This represents a
significant opportunity for the industry.

WORLD MARKETS

The world pharmaceutical market in 2006 was
valued at $574 billion. This represents an increase in
constant US dollar terms of 6% over the previous
year, which is lower than in 2005 (when growth was
7%). The US is by far the largest pharmaceutical
market in the world, accounting for $267 billion of
sales (47% of the worldwide total). US growth rose to
7% in 2006 (from 5% in 2005), despite continuing
cost-containment pressures and the growing use of
generic pharmaceuticals. This rise was largely due to
the increased uptake of products following
implementation of the Medicare prescription drug

Japan is the second largest country for
pharmaceutical sales at $57 billion (10% of
worldwide sales), with growth of 1% in 2006
declining from 7% growth in 2005. This was largely
due to the biennial price revisions enforced by the
Japanese Ministry of Health, Labour and Welfare.

Europe accounts for 29% of the world market and
growth slowed to 5% in 2006 (from 6% in 2005).
Growth among major markets within Europe ranged
from 0% in Belgium to 7% in Spain, with large
countries such as Germany, France and the UK
showing growth of 3%, 4% and 3%, respectively.

Asia Pacific and Latin America account for 7% and
4%, respectively, of worldwide sales. Notable growth
from countries in these regions in 2006 came from
China (sales of $10.4 billion, growth of 13%), Brazil
(sales of $8.6 billion, growth of 14%), Korea (sales of
$8.3 billion, growth of 13%) and India (sales of $5.4
billion, growth of 13%), which ranked 9th, 10th, 11th
and 15th respectively in world markets.

THERAPY AREAS

According to the World Health Organization (WHO),
the greatest burden of disease is in
non-communicable disease. Conditions such as
malignant tumours, ischaemic heart disease,
cerebrovascular disease, chronic obstructive
pulmonary disease (COPD), schizophrenia, bipolar
disorder and asthma are significant contributors.
However, communicable diseases are also
increasing, due primarily to HIV/AIDS and
tuberculosis.

AstraZenecal[]s skills, experience and resources are
focused on the following therapy areas, which
together represent a significant proportion of the
worldwide burden of disease:

Cardiovascular (CV)

CV disease claims more lives each year than the
next four leading causes of death combined.

20



Edgar Filing: ASTRAZENECA PLC - Form 6-K

benefit scheme in 2006. Globally, CV disease accounts for 17 million deaths
each year, making it the greatest risk to life for most
In this Business Environment section, unless adults. CV is also the single largest therapy area in
otherwise specified, sector-wide market data (ie not ~ the global healthcare market, with a world market
Specific to AstraZeneca or any of its products) are value of $137 billion. One in three adults has some
based on MAT (Moving Annual Total) Q3 2006 data form of CV disease, including diseases such as high
and the 2005 Comparisons are based on MAT Q4 blood pressure (market value $48 bl”lon), abnormal
2005 data. levels of blood cholesterol (market value $35 billion),

thrombosis [] including heart attacks and stroke

(market value $17 billion)
and diabetes (market value $20 billion). High blood pressure and abnormal levels of blood cholesterol are well
known to damage the arterial wall and thereby to lead to atherosclerosis. The most important and frequent
manifestations of atherosclerosis are heart attacks and stroke. Diabetes is associated with an increased risk for a
number of serious, sometimes life-threatening complications, including heart attack, stroke, blindness, kidney
disease, nervous system disease and amputations. Heart disease death rates among adults with diabetes are
two-to-four times higher than the rates for adults without diabetes. In the US, 21 million people suffer from
diabetes and two in five people with diabetes still have poor cholesterol control, one in three have poor blood
pressure control and one in five have poor glucose control.

Gastrointestinal (GI)

The world Gl market is valued at $35 billion, of which the proton pump inhibitor market represents $23 billion. In
the West (ie Europe and North America combined), according to different estimates between 10% and 20% of
adults suffer from gastro-oesophageal reflux disease (GERD). The prevalence rate of GERD in Asia is lower but
increasing.

Neuroscience

The world market value in this therapy area is $108 billion. It comprises psychiatry (market value $49 billion),
neurology (market value $30 billion), analgesia (market value $25 billion) and anaesthesia (market value $4
billion). The medical need continues to be significant in all of these areas, and at AstraZeneca we are targeting
areas where new therapies can make a real difference:

> Depression and anxiety disorders remain under-diagnosed and under-treated, with 15% of the population
suffering from major depression on at least one occasion in their lives, schizophrenia affecting around 1% of
the population, and 17 million people suffering from bipolar disorder across the major markets.

> Alzheimer[]s disease, the most commortause of dementia, affects more than 24 million people worldwide
today, with this number predicted to reach 40 million by 2020. Further, current therapy is symptomatic and
does not significantly modify the course of this progressive neuro-degenerative disorder.

> Chronic pain, which affects over 20% of the population, is a significant medical need, with pain management
the most common reason for seeking medical care.
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Cancer

The world market value for cancer therapies is $32 billion and growing strongly. Despite dramatic advances in
treatment, cancer remains the second highest cause of death in developed countries, and epidemiological
evidence points to this trend now emerging in the less developed world. At present cancer accounts for 7.6 million
(or 13%) of all deaths worldwide annually, with these numbers projected to continue rising, resulting in an
estimated 9 million people dying from cancer in 2015 and 11.4 million dying in 2030. Globally, lung cancer kills
more people than any other tumour type. However, there are significant differences in the pattern and severity of
disease between Asian and Western populations. Whilst breast, prostate and colo-rectal cancers are common in
the West, gastric and liver cancers are more prevalent in Asia. For further information about our cancer therapies,
see page 26.

Respiratory & Inflammation

The respiratory world market value is $43 billion. The WHO estimates that 100 million people worldwide suffer from
asthma and more than twice that from COPD, which is currently the fourth leading cause of death in the world with
further increases in the prevalence and mortality of the disease predicted for the coming decades. The
inflammatory market is estimated to be worth $16 billion, with over 40% being for the treatment of rheumatoid
arthritis. Biological therapies dominate the inflammatory market in terms of sales value.

Information about the medicines we have or are developing in the above disease areas and our 2006 product
performance is set out on pages 29 to31.

Infection

The world market value is $59 billion, with anti-bacterials accounting for $31 billion. Infectious diseases cause
more than 11 million deaths each year. World demand for antibiotics remains high, due to escalating resistance
and the increased risk of serious infections. Tuberculosis remains a worldwide threat and is newly diagnosed in
approximately two million people every year in India and over eight million people worldwide.

GROWING CHALLENGES FOR INDUSTRY
Whilst the fundamentals of the world pharmaceuticals market remain robust, the industry is facing real challenges.

Pressure on costs

Expenditure on healthcare typically represents between 6% and 15% of a country[]Js Gross Domestic Product (GDP),
with developed countries towards the top end of that range and developing countries spending less. As a
proportion of this, pharmaceutical expenditure is usually between 10% and 20% and is therefore still less than 2%
of GDP in most countries.

Nevertheless, healthcare systems, whether based on public or private funding, have a finite ability to pay for
treatments. Cost-containment remains an ever-present constraint on industry growth. During 2006, further pricing
pressures have been placed on the industry through legislation and other means, not only in major established
markets, but also in China and India. For more information, see page 50 (Price Regulation).

Doctors remain the principal decision makers regarding which of the available treatments should be prescribed for
their patients, but as the economic burden of funding therapies increases, payers, including governments, health
insurers, managed care organisations and employers are increasing their efforts to influence the choices doctors
make.

Demonstrating economic benefit

Research-based pharmaceutical companies increasingly have to demonstrate the economic as well as the
therapeutic value of their medicines to those who pay for healthcare. This requires investment, throughout the
life-cycle of a medicine, in studies to demonstrate added medical benefit, cost-effectiveness, cost-benefit and
medical outcomes (such as survival and quality of life improvements) in addition to traditional clinical trials
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designed to establish safety and efficacy. These research efforts also help to ensure we can target our treatments
at those patients who will benefit most, a growing expectation of payers and of society in general.

Research and development productivity

Successful companies will be those that enhance their productivity in the discovery and development of new and
differentiated medicines designed to meet the growing demand. The industry is working to improve research
productivity through the application of new technologies. At the same time, our regulators are also setting
increasingly high hurdles for the approval of medicines.

Drug safety

Decisions on acceptable benefit/risk profiles for medicines have the potential to be positively or negatively affected
by a number of factors. These include pre-clinical data, pre- and post-marketing clinical data and regulatory
decisions reflecting society[]s concerns and aspirations. For more information, see page 46.

Competition

AstraZeneca(]s principal competitors are other international, research-based pharmaceutical and biotechnology
companies that also sell branded, patent-protected, prescription medicines. In common with those other
companies, following patent expiry, our products also compete with generic pharmaceuticals [] mainly on price,
since generic manufacturers do not bear the high costs of research and development. Nor do they typically invest
in safety monitoring or marketing to create the demand that companies such as AstraZeneca do. The industry[]s
intellectual property base is increasingly being challenged by generic companies seeking an early entry into large
markets, which puts pressure on product life-cycles.

Industry regulation

The pharmaceutical industry is one of the most strictly regulated of all industries. Prescription pharmaceutical
products are subject to significant legislation and regulation, the amount and impact of which are still growing,
concerning the requirements for establishing safety, efficacy and quality. The degree and scope of these
regulations vary according to national and regional demands concerning the development and commercialisation
of drug products. The processes for regulatory approval for products are complex, time-consuming and involve
significant expenditure. In addition to safety and efficacy, regulation covers every aspect of the product including
the chemical composition, manufacturing, quality controls, handling, packaging, labelling, distribution, promotion
and marketing. After launch of new medicines, regulatory agencies require numerous conditions to be met in the
safety surveillance, risk management, clinical, manufacturing and marketing areas. For more information, see
pages 50 and 51.

Reputation

The reputation of the pharmaceutical industry has been in decline. Contributory factors include heightened public
concern about issues such as drug safety (exacerbated by some high-profile withdrawals of marketed medicines in
recent years), transparency of information, sales and marketing practices, and the cost of medicines.

23



Edgar Filing: ASTRAZENECA PLC - Form 6-K

Back to Contents

DIRECTORS’ REPORT11
Business Review

STRATEGY

ASTRAZENECA IS A SUCCESSFUL GLOBAL RESEARCH-BASED
PRESCRIPTION PHARMACEUTICAL COMPANY, AND OUR GOAL
IS TO

MAKE A DIFFERENCE IN THE LIVES OF PATIENTS AND CREATE
VALUE

FOR OUR SHAREHOLDERS AND WIDER SOCIETY, THROUGH
THE

DELIVERY OF INNOVATIVE MEDICINES IN IMPORTANT AREAS
OF

HEALTHCARE.
OUR STRATEGY OUR OBJECTIVES
Our strategy for ensuring that we continue to make The objectives that we have identified as critical
our best contribution to healthcare and deliver drivers of success in delivering our strategy are
sustained, industry-leading, responsibly managed focused on four core areas:
growth centres on three key priorities:
Patients
> Strengthening our pipeline of new medicines, > Gaining and using insight effectively by:
from our own research laboratories and by
accessing scientific innovation that resides Working closely with patients and their
outside AstraZeneca. healthcare providers to understand what they

need and what they value.

> Delivering the full potential of all our marketed
medicines, through rigorous life-cycle
management and excellent customer support.

Incorporating this insight into all aspects of our
business decision-making (from discovery to
marketing and beyond) to ensure we remain

> Challenging our cost structure to make room for focused on those healthcare needs that are most

the further investment necessary in these critical relevant. Th's includes targeting our med|C|n§s at
activities. those patients for whom they are most effective.

Across all of our activities, we will continue to work > Providing superior customer support through:
closely with all our stakeholders to provide

medicines that meet patient needs and add value for
society, within the scope of our existing therapy
areas and beyond.

Innovative practices that enable patients and
their caregivers to better understand their
disease and treatment options, and to get the

o . . medicines they need and the best possible value
We have a clear set of objectives for delivering this from them.

strategy. Through the professionalism and
commitment of our people, we are determined to
deliver a performance that will place AstraZeneca
among the best in the industry.

Products
> Strengthening our research platform and pipeline
to deliver a flow of innovative, new products by:
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Improving further the quality, speed and
productivity of our internal discovery and
development through the use of leading- edge
science, alongside a continued focus on driving
effective risk management, decision-making and
efficiency across all our processes.

Accessing attractive external opportunities to
enhance our internal innovation through

partnerships, alliances and acquisitions that
further strengthen our pipeline of new products.

Making a strategic move into biologicals to build

a major presence in the fast- growing
biopharmaceuticals sector.

> Realising the full potential of our marketed products by:
Actively managing the lifecycles of each of our brands to leverage the full therapeutic and commercial
potential of our range.
Driving high standards of sales force effectiveness and marketing excellence.
Building on our leadership positions in existing markets and expanding our presence in important emerging
ones.

People

> Getting the best from our global workforce by:
Providing effective leadership with clear objectives and accountabilities.
Effectively managing and developing all our talent.
Promoting a culture of diversity and inclusion in which people feel valued and rewarded for their individual
and team contribution.

> Making every interaction count by:
Ensuring people understand that how we do business is just as important as what we do, and that everyone
has a responsibility for integrating our core values into their everyday business activity.
Performance

> Delivering a performance that will place us among the best in the industry, with a reputation as one of the

most forward- thinking and responsible companies by:

Meeting our promises in all aspects of our business, focusing on our core priorities and on how we deliver

them.

Effectively managing the opportunities and risks associated with all our business activities.

Rigorously challenging our cost structure to improve cost-effectiveness and operational excellence.

Ensuring a continuous focus on corporate governance and compliance.

25



Edgar Filing: ASTRAZENECA PLC - Form 6-K

26



Edgar Filing: ASTRAZENECA PLC - Form 6-K

Back to Contents

12 ASTRAZENECA ANNUAL REPORT AND FORM 20-F INFORMATION 2006

OUR RESOURCES, SKILLS AND CAPABILITIES

WE HAVE WIDE-RANGING RESOURCES,
SKILLS AND CAPABILITIES
ALIGNED TO DELIVERING OUR STRATEGIC

OBJECTIVES.TOGETHER

WITH THE CLEAR DIRECTION OUR
STRATEGY PROVIDES, WE BELIEVE
ASTRAZENECA IS WELL PLACED TO
CONTINUE TO DELIVER A

STRONG PERFORMANCE IN EACH OF OUR
CORE AREAS OF ACTIVITY

AND MAINTAIN BUSINESS SUCCESS OVER

TIME.

OUR MEDICINES

We have a powerful range of
medicines targeted at meeting
patient needs in the important
areas of healthcare discussed
earlier. Many of them are world
leaders. All of them are designed
to be innovative and more
effective and/or to offer added
patient benefits such as reduced
side effects or better ways of
taking the treatment. Even after a
new medicine is launched, we
continue to explore all the ways it
can be used to get the most
benefit for patients. Underpinning
all our activities is a commitment
to developing and/or maintaining
a continuous dialogue with
patients and other stakeholders to
help ensure we gain the insight
necessary to maintain a flow of
new medicines that make a
difference in healthcare.

Our portfolio of marketed
medicines is highly competitive,
with growth in the short to
medium term being driven by five
key growth products, Arimidex,
Crestor, Nexium, Seroquel and

Symbicort, all launched over the

Intellectual property

Patents enable information on
inventions to be made widely
available and are important
incentives for the continued
innovation that drives society[]s
progress. Patents do not create a
monopoly for treating a disease []
other manufacturers are able to
develop a different medicine to
treat the same condition. Also,
patents are limited in time and
after their expiry, competitors
(both innovative and generic) can
legitimately market the same
product. Because patents require
the disclosure and publication of
information about the patented
medicine, they can stimulate
competition to innovate improved
alternatives that expand the
range of treatment options [J which
is important because patients
respond differently to different
medicines in the same class.

Our policy is to apply for
appropriate intellectual property
protection for all of the inventions
and innovations that arise from
our drug discovery, development,
manufacturing and other business

When a new medicine is launched,
we may typically have between
eight and 15 years of patent or
data protection in which to
generate the income needed to
recoup the investment required to
maintain a flow of new medicines
for important areas of healthcare.

We rigorously manage our patent
portfolio through a team of
intellectual property professionals
dedicated to the cost-effective
management and enforcement of
intellectual property rights for the
optimal global protection of, and
legitimate reward from,
AstraZeneca[]s innovations and
commercial products. We
vigorously defend our intellectual
property rights, including taking
appropriate infringement action in
various courts throughout the
world. See page 136 for details of
patent litigation.

Sales and marketing

Active in over 100 countries, we
have an extensive worldwide
sales and marketing network. In
the majority of key markets, we
sell through wholly-owned local
marketing companies. Elsewhere,
we sell through distributors or
local representative offices. Global
brand strategy is built and led by
our Global Marketing (GM)
function (formerly known as
Global Marketing and Business
Development) working in
partnership with our largest
marketing companies. This shared
approach creates a consistent
platform on which all our local
marketing companies can build
according to individual market
needs.

Our products are marketed
primarily to physicians (both
primary care and specialist) as
well as to other healthcare
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last 12 years. Backed by our
successful mature brands such as
Pulmicort, Zoladex,

Seloken/Toprol-XL, Diprivan and
Merrem, these five key growth
products provide the platform for
our continued success whilst we
enhance our pipeline for the
future by improving internal
innovation and productivity and
accessing external innovation
potential.

We have clearly defined life-cycle
management programmes for our
marketed products designed to
maximise the benefit they bring to
patients[] lives and their
commercial potential within the
timeframe that patent protection
is available to us.

activities. This policy is designed
to provide each of our products
with an effective portfolio of valid,
enforceable patent and other
intellectual property rights in all
significant markets to protect
against unauthorised competition
during commercialisation. This
shield of intellectual property
rights extends to research
technologies, for discovering,
manufacturing and delivering
products, in which we invest
significant resources. The
adequacy of the patent, design,
trade mark and domain name
portfolio for individual products is
kept under review during product
development, clinical evaluation
and marketing so that, wherever
possible, additional protection
may be sought for new
applications and other
developments. Our research
operating model allows
appropriate intellectual property
strategies to be formulated and
regularly updated from an early
stage in product development.

professionals. Marketing efforts
are also directed towards
explaining the economic as well
as the therapeutic benefits of our
products to governments and
healthcare buying groups.

Face-to-face contact is still the
single most effective marketing
method, but increasingly the
efforts of our sales forces are
being complemented by our use
of the internet to facilitate and
enhance our commercial
activities. For a few products we
also use direct-to-consumer
television advertising campaigns
in the US. A specific focus on sales
and marketing innovation is
driving us to explore new ideas,
including implementation of
learning from other industries, to
ensure AstraZeneca is at the
forefront in responding to the
rapidly changing external
environment.
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As well as building on our leading positions in existing key markets such as the US, Japan and Europe, we continue
to increase our strength through strategic investment in the fast-growing markets of the future, of which China
offers the most outstanding opportunity.

Supply and manufacturing

We currently have some 13,500 people at 27 manufacturing sites in 19 countries, dedicated to delivering a secure,
high quality, cost-effective supply of our product range worldwide. Of these 13,500 people, around 1,300 are
employed in active pharmaceutical ingredient supply and 11,500 in formulation and packaging. We operate a small
number of sites for the manufacture of active ingredients, complemented by efficient use of outsourcing.
AstraZeneca has active ingredient sites in the UK, Sweden and France and a bulk drug purification plant in
Germany. Principal formulation sites for tablets and capsules are located in the UK, Sweden, Puerto Rico, France,
Germany and the US. There are also major formulation sites for the global supply of parenteral and inhalation
products in Sweden, France and the UK. Packaging is undertaken at a large number of locations, both at
AstraZeneca sites and at contractors[] facilities, located close to our marketing companies to ensure rapid and
responsive product supply.

OUR RESEARCH AND DEVELOPMENT

Our global research and development (R&D) organisation is therapy area-led with scientific, medical, technical
input and control provided by large multi-skilled Discovery and Development functions. This offers a number of
advantages including sharing of best practice and efficient use of resources across a multi-site, global organisation.
During 2006, we continued to improve our focus on speed and quality of project delivery and to ensure we fully
exploit promising new projects and technology platforms across and outside the main therapy areas. In total we
employ around 12,000 people at 16 R&D centres in eight countries [] comprising eight joint Discovery and
Development facilities in the UK, US, Sweden and a new Innovation Centre that will be built in China; a further
seven sites in the UK, US, Canada, India and France that focus only on Discovery; and a facility in Japan for drug
development only. These resources are complemented by clinical development capability at 40 sites around the
world.

Development portfolio

A core priority is ensuring that our growing range of candidate drugs (compounds with the potential to become
new medicines) are developed effectively to meet the future needs of patients. We have a wide range of
compounds in early development, and a total of 23 projects in Phase I, 20 projects in Phase Il and 28 projects in
Phase lll development. Whilst the majority of projects are small molecule candidate drugs, an increasing proportion
of our early development compounds are biopharmaceuticals (see pages 38 and 39 for more information).

Externalisation

In today[Js world of rapid scientific and technological advance, no company can rely exclusively on its own discovery
and development. Where appropriate we seek to strengthen our internal capabilities through acquisitions and
alliances with external partners whose skills and resources complement our own and which broaden our base for
disease research.

We continuously monitor new and emerging sciences for opportunities that will help us to develop the next
generation of medicines that offer better results for patients. One such opportunity is biopharmaceuticals []
medicines derived from biological molecules, which are often based on proteins produced naturally by living
organisms in response to disease, for example antibodies. New technologies have opened up the possibility of
producing effective, potent antibodies in large supply that can be used to fight disease. As part of our expansion
into this fast-growing area, and building on a successful alliance, during 2006 we acquired Cambridge Antibody
Technology Group plc (CAT) [J a leading UK-based biotechnology company. CAT[]s skills in biological therapeutics
complement our expertise and strength in small molecule science, and provide a foundation for building a future
pipeline of new products from both areas of research. For more information on CAT research, see page 38 or visit
the website, cambridgeantibody.com.

Elsewhere in this report you can read about other licences, collaborations and acquisitions we have entered into.
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Product portfolio management

One of the greatest challenges facing any pharmaceutical company is maintaining the quality of its product
portfolio. We work to ensure that we effectively prioritise emerging research opportunities (whether from our own
discovery activities or from external sources), develop them to meet market needs and maximise the potential of
our marketed brands.

During 2005 to 2006, to further strengthen our effort in these areas, we reviewed and refined the way the relevant
teams across our business work together. The refinements aim to improve the connectivity, co-ordination and
focus of all the various activities, both internally and externally focused, that contribute to maintaining a high
quality range of differentiated products that meet patient needs and add value for our stakeholders. More details
about our Portfolio Management and Commercialisation can be found on page 43.

OUR PEOPLE

Our most important resource is our people. With over 66,000 employees, we value the diversity of skills and
abilities that a global workforce brings to our business. Within our performance-driven culture, we aim to give our
employees the support they need to develop their full potential and to provide a working environment in which
they are energised and informed. Optimising individual and team performance, effectively managing and
developing all our talent, communicating and fostering our core values and improving our leadership capability are
core priorities, alongside a commitment to ensuring the safety, health and wellbeing of all our employees
worldwide. For more information, see page 48.

Leadership

Good leadership and effective risk management are key to ensuring our resources and capabilities continue to be
focused on meeting the challenges, and maximising the opportunities, of our business environment.

The Board of Directors: Our Board comprises Executive Directors, with direct responsibility for business
operations, and N