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Correcting Inaccuracies in ISS” Financial Analysis

Financial Metrics

ISS Flawed Analy:

Alkermes Correct

Revenue

“From the endof 2020 to theend of2022, revenue grew at a 3.5 percent CAGR, belowthe
10.6 percent CAGR for COGS andthe 6.0 percent CAGR for SG&A. The relaively slower
revenuegrowthisreflected in the 2.4 percentage point dedine ingross margin from 2020
10 2022."

“Based ondata from Bloomberg, the company's revenue has grown at a compound

annual rate of 4.2 percent over the past five years, below boththe7.1 percent growth ate
incostofgoodssold andthe 7.5 percent growthrate inseling general, and administrative
EXpEenses.”

¥

Alkermes 2020 - 2022 revenue CAGR was 12.1%
Alkermes last fiveyears (2017 - 2022) revenue CAGR was 7.6%

Alkermes' revenue growth rate exceeded that of COGS and SG&A between2020-2022
and overthe last fiveyears (2017 -2022)

S5G&A

“Lingering issues, such asthecompany's inability to rein in SG&A, heighten concerns about
the durability of these improvements.”

“Based ondatafrom Bloomberg, ALKS hasconsistently expended ahigher percentage of
revenueon SG&A (which includes R&D spending) relativeto the median of itspeers. Inthe
time sincethe company introduced its Value Enhancement Plan, SG&A as a percent of
sales has increased from 46.7 percent to 56.7 percent”

¥

Modest increase in SG&A spend since 2020 reflects focused investment in the launch of
LYBALVI®

SG&A does not include R&D spending

Since the company introduced itsValue Enhancement Plan in December 2020, 5G8Aas a
percentage of sales has decreased from 51.9% to 46.4%

Gross Margin

Profitability

"The relative ly slower growth of revenue, compared to COGS and SG&A, isreflectedinthe
2.5 percentage point decline ingrossmarginover the past five years.”

“The failure to deliver profitability is a signthat the company has not done enough to
regain shareholders' trust.”
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Alkermes gross margin has been flat at ~83% in the pas five years (2017 — 2022) despite
greater percentage contributions from proprietary commercial product revenues

Between 2018, the year before Alkermes established its Value Enhancement Plan, and
2022, Alken proved its GAAP operating profit by ~5227M, outpacing the ~$135M
increase in revenues over that same period, as a result ofdisciplined expense
management

The Financial Operating Committee of the Board overseesAlkermes’ established

profitability targets, including NGNI margin of 25% and 30% for 2024 and 2025,
respectively
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Alkermes Achieved Profitability in 2022 After Including Janssen
Royalties Received on 2022 Net Sales

Significant Improvement in Expense to Revenue Ratio*! Improved SG&A Margin While Launching a New Product*

Total Expenses' / Total Revenues SGEA [ Total Revenues
55%
52%
115% 50% a8%
46%
111%
45%
A0%
102%
- = L]
96% 30%
- 2019 2020 2021 2022 2020 2021 2022
Revenue sL171 §1,033 §1174 $1,308 + Launched a major product, LYBALVI, in 2021. Generated $96M of LYBALVI netsalesin
ﬁ"]‘“"‘g Profit c175) (s112) (529) s52 2022 with only $54M increase in spend (compared to 2020 pre-launch levels),
demonstrating efficient capital allocation and operating leverage
+ Achievedan operating profit of $52M in 2022 + Grew proprietary revenue by 5226M ona 567M increase in SG&A spending in 2022

+ ~$227M improvement in operating profitsince 2019 outpaced ~$135M increasein (compared to 2020)

revenues overthatsame period as aresult of disciplined expensemanagement

* 222 rewenue includes appraimately $1346 of hack royaities that Janasen wed to Alkermes relaed to lanses?'s 2127 et cales of certain producs. In November 2021 lanssen partall tesminated twa eense agrecments with Alkermes. In Aprd 2022 Alkiermes commerced tinding arbitration mmm 0 these partial terminations and ta
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Alkermes Has Demonstrated a Strong Financial Trajectory when
Royalties on 2022 Net Sales

Including Janssen

(i millians, evcept per share data)

Revenues

COGS!

Gross Margin

5GRA!

% of revenues

RE&D*

% of revenues

Amortization of Intangible Assets
Restructuring Expense

Operating Profit (Loss)

Operating Margin

2022 As
Year Ended Year Ended Year Ended Year Ended Year Ended Year Ended Reported 2017- 2022 2020- 2022
Dec. 31,2017 Dec. 31,2018 Dec. 31,2019 Dec. 31,2020 Dec. 31, 2021 Dec. 31, 2022 vs. Royalty Adj. Royalty Adj.  Royalty Adj.
Adj. for Janssen
As Reported As Reported As Reported As Reported As Reported As Reported Royalties* A CAGR! CAGR!
5903 $1,004 81,171 $1,039 $1,174 $1,112 $1,306 $194 7.6% 12.1%
155 1768 180 178 197 218 218 71% 10.6%
83% B4% 85% B3% B3% B0% B3% +3 pts
412 526 5959 539 561 606 606 7.5% 6.0%
47% 48% 51% 52% 48% 54% 46% (8) pts
413 425 513 395 407 394 394 10.9%) (0.1%)
46% 35% 44% 38% 35% 35% 30% (5) pts
62 65 40 39 38 35 35
= = 13 E = = = 2
$(148) $l99) $(175) $l112) $(29) $(142) $52 $194
(16%) (9%) [15%) (11%) (2%} (13%) 4% +17 pts

* As previously reported, the company announced a favorable Final Award inits arbitration with Janssen that included approximately $194 million of back royalties related to 2022 net sales of certain

Janssen products

= 185, inits flawed analysisof the company's financials, failed to take into account these Janssen royalties when analyzing 2022, resulting inan inaccurate view of the company and its performance

*  When properly reflecting these delayed royalties, Alkermes achieved an operating profitof $52M in 2022 and demonstrated a strong financial trajectory over recent historical periods
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