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Notice of 2010 Annual Meeting and Proxy Stateme
March 8, 2010
Dear Shareholder:

You are cordially invited to attend our annual nregbf shareholders on Monday, April 19, 2010 hat Lilly Center Auditorium, Lilly
Corporate Center, Indianapolis, Indiana, at 11:60 &DT.

The notice of meeting and proxy statementfiblidw describe the business we will considerhat ineeting. Your vote is very important. |
urge you to vote by mail, by telephone, or on thiterinet in order to be certain your shares areesgmted at the meeting, even if you plan to
attend.

Please note our procedures for admissiongantbeting described on page 5.

I look forward to seeing you at the meeting.

John C. Lechleiter, Ph.D.

Chairman, President, and Chief Executive Officer

Important notice regarding the availability of proxy materials for the shareholder meeting to be heldpril 19, 2010: The annual
report and proxy statement are available at




Notice of Annual Meeting of Shareholdel
April 19, 2010

The annual meeting of shareholders of Eli Lilly &wmpany will be held at the Lilly Center Auditomiy Lilly Corporate Center,
Indianapolis, Indiana, on Monday, April 19, 201014:00 a.m. EDT for the following purposes:

to elect five directors of the company to served-year terms

to ratify the appointment by the audit committedcafist & Young LLP as principal independent audftorthe year 201!

to approve amendments to the articles of incorpmrab provide for annual election of all direct

to approve amendments to the articles of incorpmrab eliminate all supermajority voting requiremie

to consider and vote on a shareholder propogaksting that the board amend the bylaws to alloldrs of 10 percent of the
outstanding shares of stock to call special mestaighareholdel

to consider and vote on a shareholder propogaksting that the board of directors adopt a padfggrohibiting CEOs from
serving on the compensation committee of the b

to consider and vote on a shareholder propogaksing that the board of directors adopt a palfcgsking shareholders to ratify
the compensation of named executive officers aatimual meeting of sharehold:

to consider and vote on a shareholder propogaksting that the compensation committee of thecbobdirectors establish a
policy requiring senior executives to retain eqaityards until two years after leaving the compi

Shareholders of record at the close of busines=ebruary 12, 2010, will be entitled to votéhatmeeting and at any adjournment of the

meeting.

Attendance at the meeting will be limited baseholders, those holding proxies from sharehs]dard invited guests from the media and
financial community. A page at the back of thisyyrstatement contains an admission ticket. If ylanpo attend the meeting, please bring
this ticket with you.

This combined proxy statement and annual teépahareholders and the proxy voter card aregomiailed on or about March 8, 2010.

By order of the board of directors,

James B. Lootens

Secretary

March 8, 2010
Indianapolis, Indiana




General Information

Why did | receive this proxy statement?

The board of directors of Eli Lilly and Companysigliciting proxies to be voted at the annual megtishareholders (the annual meeting) to
be held on Monday, April 19, 2010, and at any adjment of the annual meeting. When the company fasksur proxy, we must provide
you with a proxy statement that contains certaformation specified by law

What will the shareholders vote on at the annual meting?
Eight items:
. election of director:
. ratification of the appointment of principal indeylent audito
. amending the compa’s articles of incorporation to provide for annul@ction of all director:
. amending the compa’s articles of incorporation to eliminate all supejamity voting requirement
. a shareholder proposal on allowing shareholdecaltespecial meetings of sharehold
. a shareholder proposal on prohibiting CEOs fromiegron the compensation commiti
. a shareholder proposal on shareholder ratificaifa@xecutive compensatic
. a shareholder proposal on executives holding e@uitgrds into retiremen

Will there be any other items of business on the agda?

We do not expect any other items of business beddwesdeadline for shareholder proposals and ndinitshas already passed. Nonetheless,
in case there is an unforeseen need, the acconmgaproxy gives discretionary authority to the pessaamed on the proxy with respect to
any other matters that might be brought beforeniketing. Those persons intend to vote that proxacaordance with their best judgment.

Who is entitled to vote?
Shareholders as of the close of business on Fghbt2a2010 (the record date) may vote at the anmeaaiting. You have one vote for each
share of common stock you held on the record datkiding shares:

. held directly in your name as the shareholder chme

. held for you in an account with a broker, bankottrer nomine:

. attributed to your account in The Eli Lilly and Cpany Employee 401(k) Plan (the 401(K) pl¢

What constitutes a quorum?
A majority of the outstanding shares, present pragented by proxy, constitutes a quorum for threiahmeeting. As of the record date,
shares of company common stock weredssu outstanding

How many votes are required for the approval of edtitem?
There are differing vote requirements for the vasiproposals.
. The five nominees for director will be electedh& votes cast for the nominee exceed the vostsagainst the nominee.
Abstentions will not count as votes cast eitherdioagainst a nomine
. The following items of business will be approvethié votes cast for the proposal exceed thoseagastst the propos:
— the appointment of principal independent auc
— the shareholder proposa
Abstentions will not be counted either foragiainst these proposals.
. The management proposals to amend the articliesafporation to provide for annual election dfdifectors and to eliminate all
supermajority voting requirements require the \aft80 percent of the outstanding shares. For theses, abstentions have the
same effect as a vote against the propo




Broker discretionary voting. If your shares are held by a broker, the brokeragk you how you want your shares to be votegolf give

the broker instructions, your shares will be vadsdyou direct. If you do not give instructions, afiéwo things can happen, depending on the
type of proposal. For the ratification of the aondiind the management proposals on amending ibkearnf incorporation to provide for
annual election of all directors and to elimindtesapermajority voting requirements, the brokerymate your shares in its discretion. For all
other proposals, the broker may not vote your sharaill.

How do | vote by proxy?
If you are a shareholder of record, you may votarywoxy by any one of the following methods:

By mail. Sign and date each proxy card you receive andrréttur the prepaid envelope. Sign your name eyaxdlit appears on the proxy. If
you are signing in a representative capacity (kangple, as an attorn-in-fact, executor, administrator, guardian, trester the officer or
agent of a corporation or partnership), pleasecatdiyour name and your title or capacity. If tteek is held in custody for a minor (for
example, under the Uniform Transfers to Minors Attt custodian should sign, not the minor. If¢teek is held in joint ownership, one
owner may sign on behalf of all owners. If you ratyour signed proxy but do not indicate your vgtpreferences, we will vote on your
behalf for the election of the nominees for diredisted below, for the ratification of the appaient of the independent auditor, for the
management proposals on amending the articlesofporation to provide for annual election of atkdtors and to eliminate all
supermajority voting requirements, and againsstieeholder proposals.

If you did not receive a proxy card in the aratls you received from the company and you wastate by mail rather than by telephone
on the Internet as discussed below, you may regupaper copy of these materials and a proxy cailling 317-433-5112If you received
an e-mail message notifying you of the electronilability of these materials, please provide ¢batrol number from the e-mail, along with
your name and mailing addre

By telephone.Shareholders in the United States, Puerto RicoGamhda may vote by telephone by following therutdions on your notice
or proxy card or, if you received these materitdsteonically, by following the instructions in tleemail message that notified you of their
availability. Voting by telephone has the same@fées voting by mail. If you vote by telephone,rd return your proxy card. Telephone
voting will be available until 11:59 p.m. EDT, Apfi8, 2010.

On the Internet. You may vote online at www.proxyvote.com. Follove timstructions on your notice or proxy card orafi received these
materials electronically, follow the instructiomsthe e-mail message that notified you of theirilabdity. Voting on the Internet has the same
effect as voting by mail. If you vote on the Intetjndo not return your proxy card. Internet votimt) be available until 11:59 p.m. EDT,
April 18, 2010.

You have the right to revoke your proxy at éimye before the meeting by (1) notifying the comga secretary in writing or (2) delivering
a later-dated proxy by telephone, on the Intermrely mail. If you are a shareholder of record, yoay also revoke your proxy by voting in
person at the meeting.

How do | vote shares that are held by my broker?
If you have shares held by a broker or other nomigeu may instruct your broker or other nomineedte your shares by following
instructions that the broker or nominee providegdn. Most brokers offer voting by mail, by telepieo and on the Internet.

How do | vote in person?
If you are a shareholder of record, you may voter\ghares in person at the meeting. However, wewage you to vote by mail, by
telephone, or on the Internet even if you plantteral the meeting.




How do | vote my shares in the 401(k) plan?
You may instruct the plan trustee on how to voteryghares in the 401(k) plan by mail, by telephamen the Internet as described above,
except that, if you vote by mail, the card that yse will be a voting instruction card rather tlagproxy card.

How many shares in the 401(k) plan can | vote?
You may vote all the shares allocated to your aoton the record date. In addition, unless youidegclour vote will also apply to a
proportionate number of other shares held in tHgldQlan for which voting directions are not re@. These undirected shares include:
. shares credited to the accounts of participahts @0 not return their voting instructions (exckpta small number of shares from
a prior stock ownership plan, which can be votelg on the directions of the participants to whoseants the shares are
credited)
. shares held in the plan that are not yet creddgaddividual participan’ accounts

All participants are named fiduciaries under terms of the 401(k) plan and under the Empl®&@&ement Income Security Act
(ERISA) for the limited purpose of voting sharesdited to their accounts and the portion of undé@shares to which their vote applies.
Under ERISA, fiduciaries are required to act pruljeim making voting decisions.

If you do not want to have your vote appliedie undirected shares, you should check the mked “I decline.” Otherwise, the trustee
will automatically apply your voting preferencestb@ undirected shares proportionally with all otbarticipants who elected to have their
votes applied in this manner.

What happens if | do not vote my 401(k) plan sharés
Your shares will be voted by other plan particiganho have elected to have their voting prefereapgdied proportionally to all shares for
which voting instructions are not otherwise recdive

What does it mean if | receive more than one proxgard?
It means that you hold shares in more than oneusxtc®o ensure that all your shares are voted, aighreturn each card. Alternatively, if y
vote by telephone or on the Internet, you will neeglote once for each proxy card and voting irgtom card you receive.

What does it mean if | did not receive a proxy car@

You may have elected to receive your proxy stateémkectronically, in which case you should haveereed an email with directions on how
to access the proxy statement and how to vote sfoares. You may also have received a letter notjfybu that the proxy statement is
available online and providing directions on hovatzess it and how to vote your shares. If you wistequest a paper copy of these
materials and a proxy card, please call 317-432511

Who tabulates the votes?
The votes are tabulated by an independent inspettection, IVS Associates, Inc.

What should | do if | want to attend the annual meé&ng?
All shareholders as of the record date may attgnprésenting the admission ticket that appearseaend of this proxy statement. Please f
out and bring it with you to the meeting. The megtwill be held at the Lilly Center Auditorium. Rlee use the Lilly Center entrance to the
south of the fountain at the intersection of Deleand McCarty streets. You will need to pass thhosecurity, including a metal detector.
Present your ticket to an usher at the meeting.

Parking will be available on a first-comesfiserved basis in the garage indicated on theanggage 69. If you have questions about
admittance or parking, you may call 317-433-5112.

How do | contact the board of directors?
You may send written communications to one or nmegnbers of the board, addressed to:
Presiding Director, Board of Directors
Eli Lilly and Company
c/o Corporate Secretary
Lilly Corporate Center
Indianapolis, Indiana 46285




All such communications will be forwarded bhetrelevant director(s), except for solicitatiom®ther matters unrelated to the company.

How do | submit a shareholder proposal for the 2015annual meeting?

The company’s 2011 annual meeting is scheduledgoit 18, 2011. If a shareholder wishes to haveappsal considered for inclusion in
next year’'s proxy statement, he or she must suttvaiproposal in writing so that we receive it byvamber 8, 2010. Proposals should be
addressed to the company’s corporate secretaty,Cdrporate Center, Indianapolis, Indiana 4628%ddition, the company’s bylaws
provide that any shareholder wishing to proposeathgr business at the annual meeting must givedhgany written notice by
November 8, 2010. That notice must provide ceméier information as described in the bylaws. Cepithe bylaws are available online
http://investor.lilly.com/governance.cfm or in paperm upon request to the company’s corporatecteny.

Does the company offer an opportunity to receive ture proxy materials electronically?
Yes. If you are a shareholder of record or a membé#re 401(k) plan, you may, if you wish, recefuéure proxy statements and annual
reports online. If you elect this feature, you wéteive an e-mail message notifying you when thtenals are available, along with a web
address for viewing the materials and instructimnsoting by telephone or on the Internet. If ylave more than one account, you may
receive separate e-mail notifications for each aoto
You may sign up for electronic delivery in tways:
. If you vote online as described above, you may sigifor electronic delivery at that tim
. You may sign up at any time by visiting http://ister.lilly.com/services.cfrr

If you received these materials electronigattyu do not need to do anything to continue rangimaterials electronically in the future.
If you hold your shares in a brokerage accoymi may also have the opportunity to receive proaterials electronically. Please follow
the instructions of your broker.

What are the benefits of electronic delivery?

Electronic delivery reduces the company’s printmgl mailing costs. It is also a convenient wayyfmu to receive your proxy materials and
makes it easy to vote your shares online. If yotetshares in more than one account, it is an eagytavavoid receiving duplicate copies of
proxy materials.

What are the costs of electronic delivery?
The company charges nothing for electronic deliv&¥gu may, of course, incur the usual expensesciged with Internet access, such as
telephone charges or charges from your Interngicgeprovider.

Can | change my mind later?
Yes. You may discontinue electronic delivery at eme. For more information, call 317-433-5112.

What is “ householding” ?

We have adopted “householding,procedure under which shareholders of recordhdve the same address and last name and do nivie
proxy materials electronically will receive only@nopy of our annual report and proxy statemergambne or more of these shareholders
notifies us that they wish to continue receivindiudual copies. This procedure saves printing postage costs by reducing duplicative
mailings.




Shareholders who participate in householdiiligoantinue to receive separate proxy cards. Hhakéng will not affect dividend check
mailings.
Beneficial shareholders can request infornmagilbout householding from their banks, brokerstber holders of record.

What if | want to receive a paper copy of the annulareport and proxy statement?

If you wish to receive a paper copy of the 2009umhmeport and 2010 proxy statement, or future ahreports and proxy statements, please
call 1-800-542-1061 or write to: Householding Depent, 51 Mercedes Way, Edgewood, New York 1171& Wil deliver the requested
documents to you promptly upon your request.




Board of Directors
Directors’ Biographies

Class of 2010
The following five directors’ terms will expire #tis year’s annual meeting. Each of these diredtassbeen nominated and is standing for
election to serve a term that will expire in 20%8e pages 53-54 of this proxy statement for mdogriration.

Ralph Alvarez Age 54 Director since 200!
Retired President and Chief Operating Officer, MnBld’s Corporation

Mr. Alvarez served as president and chief operatifiger of McDonalds Corporation from August 2006 until December 20@@viously, h
served as president of McDonald’s North Americahwesponsibility for all the McDonald’s restaursiitt the U.S. and Canada. Prior to that,
he was president of McDonald’s USA. Mr. Alvaremjed McDonalds in 1994 and has held a variety of leadershigsrtiieoughout his cares
including chief operations officer and presidenttef central division, both with McDonald’s USA,dapresident of McDonald’s Mexico.

Prior to joining McDonald’s, he held leadership itioss at Burger King Corporation and Wendy'’s Im@ional, Inc. Mr. Alvarez serves on
the President’s Council and the International AdmisBoard of the University of Miami, and he is @mber of the board of trustees for
Chicago’s Field Museum. He previously served ontthards of McDonald’s Corporation and KeyCorp. KMivarez has been serving under
interim election since April 2009.

Board Committees: finance and public policy and pliamce

Sir Winfried Bischoff Age 68 Director since 200!
Chairman, Lloyds Banking Group plc

Sir Winfried Bischoff has been chairman of Lloydar&&ing Group plc since September 2009. He servetiaisman of Citigroup Inc. from
December 2007 until February 2009. He served asnsha of Citigroup Europe from 2000 to 2007. Fro@®3 to 2000, he was chairman of
Schroders plc. He joined the Schroder Group in 1#8&6held a number of positions there, includingirchan of J. Henry Schroder & Co. a
group chief executive of Schroders plc. He is aaxecutive director of Lloyds and The McGraw-Hill @panies, Inc. He previously served
on the boards of Citigroup Inc., Prudential plcndé&ecurities plc, and Akbank T.A.S.

Board Committees: directors and corporate govemand finance (chair)

R. David Hoover Age 64 Director since 200!
Chairman and Chief Executive Officer, Ball Corparat

Mr. Hoover is chairman and chief executive offioéBall Corporation. Mr. Hoover joined Ball Corpoian in 1970 and has held a variety of
leadership roles throughout his career, includicg president and treasurer, senior vice presiaedtchief financial officer, executive vice
president, and vice chairman. He is a member obtiaeds of Ball Corporation; Energizer Holdings;.|rand Qwest Communications
International Inc. Mr. Hoover previously servedthe board of Irwin Financial Corporation. He is tigir of the board of trustees of DeP:
University and on the Indiana University Kelley 8ohof Business Dean’s Council. He is also a daeof Boulder Community Hospital and
a member of the Colorado Forum. Mr. Hoover has lseeving under interim election since June 2009.

Board Committees: audit and compensation




Franklyn G. Prendergast, M.D., Ph.D. Age 65 Director since 199!

Edmond and Marion Guggenheim Professor of Biochieynéd Molecular Biology and Professor of Molecunarmacology and
Experimental Therapeutics, Mayo Medical Schoolebior, Mayo Clinic Center for Individualized Mediei; and Director Emeritus, Mayo
Clinic Cancer Center

Dr. Prendergast is the Edmond and Marion GuggenReofessor of Biochemistry and Molecular Biologydrofessor of Molecular
Pharmacology and Experimental Therapeutics at Mégdical School and the director of the Mayo CliGienter for Individualized

Medicine. He has held several other teaching postat the Mayo Medical School since 1975. Dr. eegast serves on the board of trustees
of the Mayo Foundation.

Board Committees: public policy and compliance scidnce and technology

Kathi P. Seifert Age 60 Director since 199!
Retired Executive Vice President, Kimberly-Clarkr@aration

Ms. Seifert served as executive vice presidenKforberly-Clark Corporation until June 2004. Shengil Kimberly-Clark in 1978 and served
in several capacities in connection with both tbhedstic and international consumer products busase$rior to joining Kimberly-Clark,
Ms. Seifert held management positions at Proct&agnble, Beatrice Foods, and Fort Howard Paper Com&he is chairman of Katapult,
LLC. Ms. Seifert serves on the boards of Superirady, Revion Consumer Products Corporation; Lexmaté&rnational, Inc.; Appleton
Papers Inc.; the U.S. Fund for UNICEF; and the Edbes Performing Arts Center.

Board Committees: audit and public policy and coarge

Class of 2011
The following four directors will continue in officuntil 2011.

Michael L. Eskew Age 60 Director since 200:
Former Chairman and Chief Executive Officer, UniRatcel Service, Inc.

Mr. Eskew served as chairman and chief executifreasfof United Parcel Service, Inc., from Janua®@?2 until December 2007. He
continues to serve on the UPS board of directorsBgkew began his UPS career in 1972 as an industrgineering manager and held
various positions of increasing responsibility lining time with UPS’s operations in Germany anthidPS Airlines. In 1993, Mr. Eskew
was named corporate vice president for industrigireeering. Two years later he became group viesigent for engineering. In 1998, he
elected to the UPS board of directors. In 1999, Békew was named executive vice president andraatea was given the additional title of
vice chairman. He serves as chairman of the bdardisiees of The Annie E. Casey Foundation. Mkelasalso serves on the boards of 3M
Corporation and IBM Corporation.

Board Committees: audit (chair) and compensation

Alfred G. Gilman, M.D., Ph.D. Age 68 Director since 199!
Chief Scientific Officer, Cancer Prevention and &ash Institute of Texas

Dr. Gilman is the chief scientific officer of thea@cer Prevention and Research Institute of Texdsegental professor of pharmacology
emeritus at the University of Texas Southwesterulittd Center at Dallas. Dr. Gilman was on the fgcaf the University of Virginia School
of Medicine from 1971 to 1981 and was named a geafeof pharmacology there in 1977. He previoustyed as executive vice president
for academic affairs and provost of the Universityexas Southwestern Medical Center at Dallasp @édhe University of Texas
Southwestern Medical School, and professor of phaolegy at the University of Texas Southwestern il dCenter. He held the Raymond
and Ellen Willie Distinguished Chair of MoleculaeNropharmacology; the Nadine and Tom Craddick Bgstished Chair in Medical
Science; and the Atticus James Gill, M.D., ChaiMiedical Science at the university and was namesdjantal professor in 1995. He is a
director of Regeneron Pharmaceuticals, Inc. Dm@il was a recipient of the Nobel Prize in PhysiplogMedicine in 1994.

Board Committees: public policy and compliance aciédnce and technology (chair)
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Karen N. Horn, Ph.D. Age 66 Director since 198
Retired President, Private Client Services, andadarg Director, Marsh, Inc.

Ms. Horn serves as the board’s presiding dire@be served as president of private client sendogsmanaging director of Marsh, Inc. from
1999 until her retirement in 2003. Prior to joinikarsh, she was senior managing director and heedesnational private banking at
Bankers Trust Company; chairman and chief execwuffieer of Bank One, Cleveland, N.A.; presidentloé Federal Reserve Bank of
Cleveland; treasurer of Bell Telephone CompanyesfrBylvania; and vice president of First NationahB of Boston. Ms. Horn serves as
director of T. Rowe Price Mutual Funds; Simon Prop&roup, Inc.; and Norfolk Southern Corporatioavice chairman of The U.S. Rus
Foundation. She previously served on the boarchahle Mae and Georgia-Pacific Corporation. Ms. Hmaa been senior managing director
of Brock Capital Group since 2004.

Board Committees: compensation (chair) and direscod corporate governance

John C. Lechleiter, Ph.D. Age 56 Director since 200!
Chairman, President, and Chief Executive Officer

Dr. Lechleiter is chairman, president, and chiefative officer of Eli Lilly and Company. He servad president and chief operating officer
from 2005 to 2008. He joined Lilly in 1979 as aisemrganic chemist and has held management positioEngland and the U.S. He was
named vice president of pharmaceutical productldpweent in 1993 and vice president of regulatofgies in 1994. In 1996, he was named
vice president for development and regulatory egfddr. Lechleiter became senior vice presidemthafrmaceutical products in 1998 and
executive vice president for pharmaceutical proglacid corporate development in 2001. He was nawextlive vice president for
pharmaceutical operations in 2004. He is a membtrecAmerican Chemical Society, Business Rounédtadohd Business Council.

Dr. Lechleiter serves on the boards of PharmacalResearch and Manufacturers of America (PhRMAiEr University (Cincinnati,
Ohio); Fairbanks Institute (Indianapolis); Indiandp Downtown, Inc.; the Central Indiana CorporBttnership; and the United Way of
Central Indiana. He also serves on the board o& Nikc. and previously served on the board of Grakes Chemical Corporation.

Board Committees: none

Class of 2012
The following four directors will continue in offecuntil 2012.

Martin S. Feldstein, Ph.D. Age 70 Director since 200;
George F. Baker Professor of Economics, Harvardéfgity

Dr. Feldstein is the George F. Baker Professoraoinémics at Harvard University and president emagriff the National Bureau of Economic
Research. From 1982 through 1984, he served agr@drabf the Council of Economic Advisers and PresidRonald Reagan’s chief
economic adviser. Dr. Feldstein served as presigashichief executive officer of the National BurediEconomic Research from 1977 to
1982 and 1984 to 2008. In 2009, President Obamairmtep him to the President’s Economic Recoveryisohy Board. He is a member of
the American Philosophical Society, a corresponditigw of the British Academy, a fellow of the Bmumetric Society, and a fellow of the
National Association for Business Economics. DidEein is a trustee of the Council on Foreign Retes and a member of the Trilate
Commission, the Group of 30, the American Academirts and Sciences, and the Council of Academiegigatrs of the American
Enterprise Institute and past president of the AcaarEconomic Association. He previously servedhanboards of American International
Group, Inc. and HCA Inc.

Board Committees: audit, finance, and public poliogl compliance (chair)

J. Erik Fyrwald Age 50 Director since 200!
Chairman, President, and Chief Executive Officealcdd Company

Mr. Fyrwald joined Nalco Company (a leading inteégthwater treatment and process improvement com@enghairman, president, and
chief executive officer in February 2008 followia@7-year career at DuPont. From 2003 to 2008 Rylwald served as group vice president
of the agriculture and nutrition division at DuPoRtom 2000 until 2003, he was vice president atkgal manager of DuPosathutrition anc
health business. In 1999, Mr. Fyrwald was vice iplesg for corporate strategic planning and busides®lopment. At DuPont, he held a
broad variety of assignments in a number of divisioovering many industries. He has worked in s#Vecations throughout North America
and Asia. In addition to serving as chairman ofdda board of directors, Mr. Fyrwald serves as a ttreaf the Society of Chemical Indus
and the American Chemistry Council and is a trusfabe Field Museum of Chicago.

Board Committees: compensation and science anddéady
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Ellen R. Marram Age 63 Director since 200:
President, The Barnegat Group LLC

Ms. Marram is the president of The Barnegat Grou@ La firm that provides business advisory servi&se was a managing director at
North Castle Partners, LLC from 2000 to 2005 ancligsently an advisor to the firm. Prior to joinihgprth Castle, she served briefly as
chief executive officer of a start-up B2B exchafigrethe food and beverage industry. From 1993 @81 9/s. Marram was president and
chief executive officer of Tropicana and the Tr@pia Beverage Group. From 1988 to 1993, she waglprésaind chief executive officer of
the Nabisco Biscuit Company, the largest operatimigof Nabisco, Inc.; from 1987 to 1988, she wessfment of Nabisco’s grocery division;
and from 1970 to 1986, she held a series of mangtositions at Nabisco/Standard Brands, Johnsdahfason, and Lever Brothers.

Ms. Marram is a member of the board of directorBaid Motor Company and The New York Times Compasywell as several private
companies. She previously served on the board db@# plc. She also serves on the boards of Institr the Future, New York-
Presbyterian Hospital, Lincoln Center Theater, Badhilies and Work Institute.

Board Committees: compensation and directors arbcate governance (chair)

Douglas R. Oberhelmar Age 57 Director since 200:
Vice Chairman and Chief Executive Officer-Electt&apillar Inc.

Mr. Oberhelman is vice chairman and chief executiffieer-elect of Caterpillar Inc. He will join th&aterpillar board and become chief
executive officer on July 1, 2010 and chairman avéinber 1, 2010. He joined Caterpillar in 1975 had held a variety of positions,
including senior finance representative based intfs@merica for Caterpillar Americas Co; regiondirte manager and district manager for
the company’s North American commercial divisiongdananaging director and vice general managertfategjic planning at Caterpillar
Japan Ltd. Mr. Oberhelman was elected a vice peesit 1995, serving as Caterpillar’'s chief finata@fficer from 1995 to November 1998.
In 1998, he became vice president with responsilfidir the engine products division and he wastelta group president and member of
Caterpillar's executive office in 2002. Mr. Obenman serves on the boards of Ameren CorporationNitare Conservancy—Illinois
Chapter, the National Association of Manufacturérs,Manufacturing Institute, and the Wetlands Aiggefrust.

Board Committees: audit and finance
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Highlights of the Compan’s Corporate Governance Guidelines

The board of directors has established guidelinasit follows in matters of corporate governaritiee following summary provides
highlights of those guidelines. A complete copyhef guidelines is available online at http://ineedilly.com/governance.cfm or in paper
form upon request to the company’s corporate sagret

I. Role of the Board
The directors are elected by the shareholdersacsee the actions and results of the company’s gesmant. Their responsibilities include:
. providing general oversight of the busin
. approving corporate strate
. approving major management initiativ
. providing oversight of legal and ethical cond
. overseeing the compa’s management of significant business r
. selecting, compensating, and evaluating direc
. evaluating board processes and performi
. selecting, compensating, evaluating, and, wheessary, replacing the chief executive officer, emhpensating other senior
executives
. ensuring that a succession plan is in place fagaiior executive:

[I. Composition of the Board

Mix of Independent Directors and Officer-Directors

There should always be a substantial majority @&ent or more) of independent directors. The alefcutive officer should be a board
member. Other officers may, from time to time, lbartd members, but no officer other than the chietative officer should expect to be
elected to the board by virtue of his or her poaiin the company.

Selection of Director Candidates

The board is responsible for selecting candidatebdard membership and for establishing the ditier be used in identifying potential
candidates. The board delegates the screeninggsrtméhe directors and corporate governance cdeenfor more information on the
director nomination process, including the cursiéection criteria, see “Directors and Corporatedboance Committee Matters” on
pages 21-22.

Independence Determinations

The board annually determines and discloses treperience of directors based on a review by tleetdirs and corporate governance
committee. No director is considered independelgasithe board has determined that he or she hamtasial relationship with the

company, either directly or as a partner, signiftcghareholder, or officer of an organization i@t a material relationship with the company.
Material relationships can include commercial, istdial, banking, consulting, legal, accounting, rifadle, and familial relationships, among
others. To evaluate the materiality of any suchti@hship, the board has adopted categorical intepece standards consistent with the New
York Stock Exchange listing standards, exceptttmatlook-back period” for determining whether aaditor’s prior relationship with the
company impairs independence is extended from toréaur years.

Specifically, a director is not considereddépdndent if (i) the director or an immediate fanmigmber is a current partner of Lilly’s
independent auditor (currently Ernst & Young LLR); the director is a current employee of sucimfiliii) the director has an immediate
family member who is a current employee of suam faimd who participates in the firm’s audit, assaearor tax compliance (but not tax
planning) practice; or (iv) the director or an indiege family member was within the last four ye@mst is no longer) a partner or employe:
such firm and personally worked on our audit witthiat time.

In addition, a director is not considered ipeledent if any of the following relationships egstwithin the previous four years:

. a director who is an employee of Lilly, or whasenediate family member is an executive officet.ly. Temporary service by
an independent director as interim chairman orfaMecutive officer will not disqualify the direatérom being independent
following completion of that servici
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. a director who receives any direct compensatiomfLilly other than the director's normal direcmympensation, or whose
immediate family member receives more than $120@G/ear in direct compensation from Lilly othiean for service as a
nonexecutive employe

. a director who is employed (or whose immediateiflamember is employed as an executive officerphgther company where
any Lilly executive officer serves on the compeimsatommittee of that compa’s board

. a director who is employed by, who is a 10 persbareholder of, or whose immediate family meniban executive officer of a
company that makes payments to or receives payrfremsLilly for property or services that exceee treater of $1 million or
two percent of that compa’s gross revenue in a single fiscal y«

. a director who is an executive officer of a narfjprorganization that receives grants or contiitmg from Lilly in a single fiscal
year exceeding the greater of $1 million or twocpet of that organizati(s gross revenue in a single fiscal yt

Members of board committees must meet alliagiple independence tests of the New York StockhBrge, Securities and Exchange
Commission, and Internal Revenue Service.

In February 2010, the directors and corpogatesrnance committee reviewed directors’ respotsasjuestionnaire asking about their
relationships with the company (and those of tiemediate family members) and other potential dotsflof interest, as well as material
provided by management related to transactioratioekhips, or arrangements between the companthardirectors or parties related to the
directors. The committee determined that all 12emoployee directors listed below are independemt that the members of each committee
also meet the independence standards referenced.alite committee recommended this conclusionadtiard and explained the basis for
its decision, and this conclusion was adopted byftli board. The committee and the board deterdhthat none of the 12 directors listed
below has had during the last four years (i) anthefrelationships listed above or (ii) any othextenial relationship with the company that
would compromise his or her independence. The taddlew includes a description of categories or $ypltransactions, relationships, or
arrangements considered by the board (in additidhdse listed above) in reaching its determinatiat the directors are independent. All of
these relationships and transactions were entatecit arm’s length in the normal course of busireesd, to the extent they are commercial
relationships, have standard commercial terms. Mbtigese relationships or transactions exceedethtiesholds described above or
otherwise compromises the independence of the naimectors.

Name Independent Transactions/Relationships/Arrangements
Mr. Alvarez

Sir Winfried Bischof
Mr. Eskew

Dr. Feldsteir

Mr. Fyrwald

Dr. Gilman

Mr. Hoover

Ms. Horn

Ms. Marram

Mr. Oberhelmar

Dr. Prendergas

Ms. Seifert
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Director Tenure and Retirement Policy
Subject to the company’s charter documents, theviaig are the board’s expectations for directore:
. A company officer-director, including the chiefezutive officer, will resign from the board at ttime he or she retires or
otherwise ceases to be an active employee of tmpaoy.
. Nonemployee directors will retire from the board later than the annual meeting of shareholdersftilaws their sevent-secon
birthday.
. Directors may stand for reelection even thoughttbard’s retirement policy would prevent them froompleting a full three-year
term.
. A nonemployee director who retires or changesqggal job responsibilities will offer to resigrofn the board. The directors and
corporate governance committee will assess thatgituand recommend to the board whether to a¢hepesignation

Other Board Service

Effective November 1, 2009, no new director mays&m more than three other public company boan$,no incumbent director may
accept new positions on public company boardswatd result in service on more than three othdalipicompany boards. The directors ¢
corporate governance committee or the chairperstimabcommittee may approve exceptions to thigtlippon a determination that such
additional service will not impair the director'ffextiveness on the Lilly board.

Voting for Directors

In an uncontested election, any hominee for direetm fails to receive a majority of the votes catsall promptly tender his or her resigna
following certification of the shareholder vote.éltlirectors and corporate governance committeecatisider the resignation offer and
recommend to the board whether to accept it. Thedwill act on the committee’s recommendation mit®0 days following certification of
the shareholder vote. Board action on the mattireguire the approval of a majority of the indagent directors.

The company will disclose the board’s decigiora Form 8-K furnished to the Securities and Brgle Commission within four business
days after the decision, including a full explaoatof the process by which the decision was reaanédif applicable, the reasons why the
board rejected the director’s resignation. If tasignation is accepted, the directors and corpg@ternance committee will recommend to
the board whether to fill the vacancy or reducesiize of the board.

Any director who tenders his or her resigmatioder this provision will not participate in tbemmittee or board deliberations regarding
whether to accept the resignation offer. If all nhens of the directors and corporate governance gtieetail to receive a majority of the
votes cast at the same election, then the indepéddectors who did receive a majority of the wotast will appoint a committee amongst
themselves to consider the resignation offers aadmmend to the board whether to accept them.

[ll. Director Compensation and Equity Ownership
The directors and corporate governance committaaadly reviews board compensation. Any recommendatfor changes are made to the
board by the committee.

Directors should hold meaningful equity owingpgpositions in the company; accordingly, a sigaifit portion of overall director
compensation is in the form of company equity. Btioes are required to hold Lilly stock valued at less than five times their annual cash
retainer; new directors are allowed five yearseach this ownership level.

IV. Key Responsibilities of the Board
Selection of Chairman and Chief Executive OfficerSuccession Planning
The board currently combines the role of chairmiaihe board with the role of chief executive officeoupled with a presiding director
position to further strengthen the governance &irec The board believes this provides an efficeant effective leadership model for the
company. Combining the chairman and CEO roles festiear accountability, effective decision-makiagd alignment on corporate strategy.
To assure effective independent oversight, thedobas adopted a number of governance practicdading:

. a strong, independent, clee-defined presiding director role (see below for ladascription of the role

. executive sessions of the independent directoes aftery board meetir

. annual performance evaluations of the chairmanGi@ by the independent directc

However, no single leadership model is rigintdll companies and at all times. The board reizegithat depending on the circumstances,
other leadership models, such as a separate indepechairman of the board, might be appropriateofdingly, the board periodically
reviews its leadership structure.

The presiding director recommends to the baardppropriate process by which a new chairmarchied executive officer will be
selected. The board has no required procedurexémuging this responsibility because it believest the most appropriate process will deg
on the circumstances surrounding each such decision

A key responsibility of the CEO and the borénsuring that an effective process is in plagarovide continuity of leadership over the
long term at all levels in the company. Each ysaccession planning reviews are held at everyf&gni organizational level of the
company, culminating in a full review of seniordeaship talent by the independent directors. Duitig review, the CEO and the
independent directors discuss future candidateseioior leadership positions, succession timingtose positions, and development plans
for the highest-potential candidates. This proesssires continuity of leadership over the long temd it forms the basis on which the
company makes ongoing leadership assignmentsalkéy success factor in managing the long planamjinvestment lead times of our
business.
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In addition, the CEO maintains in place atialles, and reviews with the independent directaisynfidential plan for the timely and
efficient transfer of his or her responsibilitiesthe event of an emergency or his or her suddsaparcitation or departure.

Evaluation of Chief Executive Officer

The presiding director is responsible for leadimg independent directors in executive sessiondesasthe performance of the chief executive
officer at least annually. The results of this asgeent are reviewed with the chief executive offared considered by the compensation
committee in establishing the chief executive @ffis compensation for the next year.

Succession Management and Election of Officers
The independent directors are responsible for eeémg the succession and management developmemaprdor senior leadership. The cl
executive officer develops and maintains a proé@sadvising the board on succession planningHerahief executive officer and other key
senior leadership positions. The chief executifie®f reviews this plan with the independent dioestat least annually.

Consistent with the succession management filarchief executive officer recommends to therd@andidates for the company’s
principal corporate officers.

Corporate Strategy
Once each year, the board devotes an extendedngéetin update from management regarding theegtailssues and opportunities facing
the company, allowing the board an opportunityrvjale direction for the corporate strategic plahese strategy sessions also provide the
board an opportunity to interact extensively wtik tompany’s senior leadership team. This assistbdard in its succession management
responsibilities.

Throughout the year, significant corporatatsiyy decisions are brought to the board for agrov

Code of Ethics
The board approved the company’s code of ethicigshwdomplies with the requirements of the New Y8tkck Exchange and the Securities
and Exchange Commission. This code is set out in:
. The Red Booka comprehensive code of ethical and legal busicesduct applicable to all employees worldwide &@ndur board
of directors
. Code of Ethical Conduct for Lilly Financial Managent,a supplemental code for our chief executive offeued all members of
financial management that recognizes the unigygoresbilities of those individuals in assuring peopccounting, financial
reporting, internal controls, and financial stevednig.
Both documents are available online at htspuit.lilly.com/about/compliance/conduct/ or in pagerm upon request to the company’s
corporate secretary.
The audit committee and public policy and cbamze committee assist in the board’s oversightasfipliance programs with respect to
matters covered in the code of ethics.

Risk Oversight

The company has an enterprise risk managementgmogverseen by its chief compliance officer andaerice president, enterprise risk
management, who reports directly to the CEO amdneember of the company’s top leadership commiBeterprise risks are identified and
prioritized by management, and each prioritizek issassigned to a board committee or the full 8dar oversight. For example, strategic
risks are overseen by the full board; financiadtgiare overseen by the audit or finance commitie@mapliance and reputational risks are
typically overseen by the public policy and comptia committee; and scientific risks are overseethbyscience and technology committee.
Management regularly reports on each such riskeaelevant committee or the board. The enterpiskemanagement program as a whole is
reviewed at a joint meeting of the audit and pupbticy and compliance committees annually, as aglat an annual board strategy session.
Additional review or reporting on enterprise riskg£onducted as needed or as requested by the boeodnmittee. Also, the compensation
committee periodically reviews the most importamiegprise risks to ensure that compensation progidomot encourage excessive risk-
taking.

V. Functioning of the Board

Executive Session of Directors

The independent directors meet alone in execuéssisn and in private session with the chief exeeuwfficer at every regularly scheduled
board meeting.

Presiding Director
The board annually appoints a presiding directomfamong the independent directors (currently MeniH The presiding director:
. leads the boa’s processes for selecting and evaluating the elxetutive officer
. presides at all meetings of the board at whiehctimirman is not present, including executiveieasf the independent directors
unless the directors decide that, due to the subjatter of the session, another independent dirstiould preside
. serves as a liaison between the chairman and depémdent director
. approves meeting agendas and schedules and ggramatbves information sent to the boe
. has the authority to call meetings of the independe&ectors; an
. has the authority to retain advisors to the inddpahdirectors
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Conflicts of Interest
Occasionally a director’s business or personatiogiahips may give rise to an interest that cotd]ior appears to conflict, with the interests
of the company. Directors must disclose to the camyall relationships that create a conflict omppearance of a conflict. The board, after
consultation with counsel, takes appropriate stegnsure that all directors voting on an issued#@iaterested. In appropriate cases, the
affected director will be excused from discussionghe issue.

To avoid any conflict or appearance of a dofyfboard decisions on certain matters of corgogatvernance are made solely by the
independent directors. These include executive emsgition and the selection, evaluation, and renafitile chief executive officer.

Review and Approval of Transactions with Related Pesons

The board has adopted a written policy and wriptetedures for review, approval, and monitoringrafsactions involving the company and
“related persons” (directors and executive officéneir immediate family members, or shareholdeveing five percent or greater of the
company’s outstanding stock). The policy covers i@hgted-person transaction that meets the minirtimeshold for disclosure in the proxy
statement under the relevant SEC rules (genetediysactions involving amounts exceeding $120,800hich a related person has a direc
indirect material interest).

Policy

. Related-person transactions must be approveldeblgdard or by a committee of the board consistoigly of independent
directors, who will approve the transaction onlyhiéy determine that it is in the best interestthefcompany. In considering the
transaction, the board or committee will consideredevant factors, including (i) the company’ssiness rationale for entering
into the transaction; (ii) the alternatives to eimig into a related-person transaction; (iii) whetthe transaction is on terms
comparable to those available to third partiesn @he case of employment relationships, to emmeygenerally; (iv) the potential
for the transaction to lead to an actual or apparenflict of interest and any safeguards impogegrévent such actual or appar
conflicts; and (v) the overall fairness of the saction to the compan

. The board or relevant committee will periodicathpnitor the transaction to ensure that there arehanged circumstances that
would render it advisable for the company to amentrminate the transactic

Procedures
. Management or the affected director or execudifieer will bring the matter to the attention et chairman, the presiding
director, the chair of the directors and corpogaigernance committee, or the secret
. The chairman and the presiding director shatitjpidetermine (or, if either is involved in themsaction, the other shall determine
in consultation with the chair of the directors aporate governance committee) whether the msitieuld be considered by the
board or by one of its existing committees consistinly of independent directol

. If a director is involved in the transaction, hesbe will be recused from all discussions and d@tssabout the transactic

. The transaction must be approved in advance wieepeacticable, and if not practicable, must hiea as promptly as
practicable

. The board or relevant committee will review trensaction annually to determine whether it cor@sio be in the company’s best
interests

There are currently no related-person transactions.
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Orientation of New Directors; Director Education

A comprehensive orientation process is in placenéw directors. In addition, directors receive dngaontinuing education through
educational sessions at meetings, the annual gyregéreat, and periodic communications betweertimge We hold periodic mandatory
training sessions for the audit committee, to whather directors and executive officers are invidd also afford directors the opportunity
attend external director education programs.

Director Access to Management and Independent Adviss

Independent directors have direct access to mendbenanagement whenever they deem it necessaryindibpendent directors and
committees are also free to retain their own inddpat advisors, at company expense, whenever dedyt fivould be desirable to do so. In
accordance with New York Stock Exchange listingng@tads, the audit, compensation, and directorsanubrate governance committees
have sole authority to retain independent advigsotheir respective committees.

Assessment of Board Processes and Performance

The directors and corporate governance committeaadly assesses the performance of the boardyntsnittees, and board processes based
on inputs from all directors. The committee alsasiders the contributions of individual directotdemst every three years when considering
whether to recommend nominating the director tew three-year term.

VI. Board Committees
Number, Structure, and Independence
The duties and membership of the six board-appdiotdenmittees are described below. Only independieattors may serve on the
committees.

Committee membership and selection of committeirs are recommended to the board by the diseahd corporate governance
committee after consulting the chairman of the daard after considering the backgrounds, skillg, @esires of the board members.

Functioning of Committees
Each committee reviews and approves its own charnteunally, and the directors and corporate govemaommittee reviews and approves
all committee charters annually. The chair of eemmmittee determines the frequency and agendanofnittee meetings. In addition, the
audit, compensation, and public policy and comgacommittees meet alone in executive sessionreguar basis; all other committees
meet in executive session as needed.

All six committee charters are available oalat http://investor.lilly.com/governance.cfm.

Committees of the Board of Directors

Audit Committee
The duties of the audit committee are describatiern’Audit Committee Report” found on page 23.

Directors and Corporate Governance Committee
The duties of the directors and corporate govermaonmmittee are described on page 21.

Compensation Committee
The duties of the compensation committee are destion pages 25-26, and the “Compensation Comnfiiggert” is shown on pages 39-40.
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Finance Committee
. reviews and makes recommendations regardingatapiticture and strategies, including dividentts;lsrepurchases, capital
expenditures, financings and borrowings, and sicgnit business development proje

Public Policy and Compliance Committee
. oversees the processes by which the company ctenidsi business so that the company will do sorimanner that complies with
laws and regulations and reflects the highest statsdof integrity
. reviews and makes recommendations regardingieslipractices, and procedures of the company¢tete to public policy and
social, political, and legal trends and isst

Science and Technology Committee
. reviews and makes recommendations regarding th@aoy's strategic research goals and object
. reviews new developments, technologies, and trengearmaceutical research and developr
. oversees matters of scientific and medical intggnitd risk managemer

Membership and Meetings of the Board and Its Comiedés

In 2009, each director attended more than 90 peafahe total number of meetings of the board tnedcommittees on which he or she
serves. In addition, all board members are expdotattend the annual meeting of shareholdersaliradtended in 2009. Current committee
membership and the number of meetings of the baagdeach committee in 2009 are shown in the taditab

Directors and Public
Corporate Policy and Science ani
Name Board Audit Compensatior  Governance Finance Compliance Technology
Mr. Alvarezl Member Membe Member
Sir Winfried Bischoff Member Member Chair
Mr. J. Michael Cool?
Mr. Eskew Member Chair Member
Dr. Feldsteir Member Membe Membe Chair
Mr. Fyrwald Member Member Member
Dr. Gilman Member Member Chair
Mr. Hoover3 Member Membe Member
Ms. Horn Presiding Directc Chair Member
Dr. Lechleiter Chair
Ms. Marram Member Member Chair
Mr. Oberhelmar Member Membe Membe
Dr. Prendergas Member Member Member
Ms. Seifert Member Membe Member
Number of 2009 Meeting 7 10 8 7 6 6 4

1 Mr. Alvarez joined the board as of April 1, 20(
2 Mr. Cook retired from the board as of April 20, 20
3 Mr. Hoover joined the board as of June 1, 2(
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Directors’ Compensation

Director compensation is reviewed and approved alhnby the board, on the recommendation of theadars and corporate governance
committee. Directors who are employees receiveduitianal compensation for serving on the boardocommittees.

Cash Compensation
The company provides nonemployee directors theviagiig cash compensation:
. retainer of $80,000 per year (payable mont
. $1,000 for each committee meeting atten
. $2,000 to the committee chairpersons for eachnuitiee meeting conducted as compensation for thepdrson’s preparation
time
. retainer of $20,000 per year to the presiding dine¢$30,000 beginning in 201
. reimbursement for customary and usual travel exgse

Stock Compensation
Stock compensation for nonemployee directors ctmefsshares of Lilly stock equaling $145,000, defeal annually in a deferred stock
account in the Lilly Directors’ Deferral Plan (asstribed below), payable after service on the bbasdended.

Lilly Directors’ Deferral Plan
This plan allows nonemployee directors to defeeigoof all or part of their retainer and meetieg$ until after their service on the board has
ended. Each director can choose to invest the fimadse or both of two accounts:

. Deferred Stock AccourThis account allows the director, in effect, to@sthis or her deferred cash compensation in kitbgk. Ir
addition, the annual award of shares to each direxited above (4,040 shares in 2009) is credit¢hlis account on a pre-set
annual date. Funds in this account are creditdtypsthetical shares of Lilly stock based on thekagprice of the stock at the
time the compensation would otherwise have beameedaHypothetical dividends are “reinvestéd’additional shares based on
market price of the stock on the date dividendspard. Actual shares are issued or transferred #iféedirector ends his or her
service on the boar

. Deferred Compensation AccouFunds in this account earn interest each yearateaof 120 percent of the applicable federal
long-term rate, compounded monthly, as establithegreceding December by the U.S. Treasury Degattomder Section 1274
(d) of the Internal Revenue Code. The rate for 26109 percent. The aggregate amount of intehestaccrued in 2009 for the
participating directors was $189,802, at a rat&.Bfpercent

Both accounts may be paid in a lump sum @minual installments for up to 10 years, beginnhegstecond January following the direcsor’
departure from the board. Amounts in the defertedksaccount are paid in shares of Lilly stock.

In 2009, we provided the following compensatiomit@ctors who are not employees:
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Directors’ Compensation

All Other
Fees Earnec Stock Awards Compensation and  Total

Name or Paid in Cash($) ! ($)2 Payments ($)3 $)45
Current

Mr. Alvarez $ 69,00( $145,00( $ 1,134 $215,13:
Sir Winfried Bischoff $105,00( $145,00( $22,17¢ $272,17¢
Mr. Eskew $115,00( $145,00( $ 1,321 $261,32:
Dr. Feldsteir $110,00( $145,00( $37,54% $292,54!
Mr. Fyrwald $ 98,00( $145,00( $23,15( $266,15(
Dr. Gilman $ 98,00( $145,00( $32,20- $275,20:
Mr. Hoover $ 57,66 $145,00( $32,87" $235,54:
Ms. Horn $134,00( $145,00( $ 6,79% $285,79!
Ms. Marram $110,00( $145,00( $33,30¢ $288,30:
Mr. Oberhelmar $ 94,00( $145,00( $ 1,83¢€ $240,83¢
Dr. Prendergas $ 90,00( $145,00( $ 0 $235,00(
Ms. Seifert $ 95,00( $145,00( $40,00( $280,00(
Retired

Mr. Cook $ 37,66 $ 48,33 $31,00( $117,00(

1 The following directors deferred 2009 cash conspéinn into their deferred stock accounts undedLtie Directors’ Deferral Plan
(further described above

Name 2009 Cash Deferrec Shares
Mr. Fyrwald $98,00( 2,871
Mr. Hoover $57,667 1,68¢

2 Each nonemployee director, other than Mr. Coekeived an award of stock valued at $145,000 (4sbé@es). Mr. Cook received an
award of 1,347 shares which was prorated for the tie was a director in 2009. This stock awardadnatior stock awards are fully
vested in that they are not subject to forfeitln@yever, the shares are not issued until the direstds his or her service on the board,
as further described above under “Lilly Directdeg&ferral Plan.” The table shows the grant dateviaiue for each director’s stock
award. Aggregate outstanding stock awards in thie tre shown on page 52 under “Ownership of Com@ock” in the “Directors’
Deferral Plan Shar” column. Aggregate stock options are shown in thkethelow unde®Directors Outstanding Stock Optio”.

3 This column includes amounts donated by the Hif bnd Company Foundation, Inc. under its matgtgift program, which is
generally available to U.S. employees as well avtitside directors. Under this program, the fotindanatches 100 percent of
charitable donations over $25 made to eligible itlear up to a maximum of $90,000 per year for dadividual. For all directors
except Dr. Prendergast, Ms. Seifert, and Mr. Ctlod,amounts in this column also include tax reirsborents related to expenses for
the directors’ spouses to travel to and particijrateoard functions that included spouse partiogpatFor Sir Winfried Bischoff, this
column also includes $14,210 for expenses forisise to travel to and participate in board fumdithat included spouse participat

The foundation matched the donations éntétible below for outside directors in 2009 viamants made directly to the recipient

charity.
Amount of

Name Matching Donation
Dr. Feldsteir $36,00(
Mr. Fyrwald $22,00(
Dr. Gilman $29,21(
Mr. Hoover $31,10(
Ms. Horn $ 5,47¢F
Ms. Marram $32,50(
Ms. Seifert $40,00(
Retired

Mr. Cook $31,00(

4 Directors do not participate in a Lilly pension plar not-equity incentive plar

5 Nonemployee directors received no stock optior0id9. The company discontinued granting stock agtio nonemployee directors
2005.
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Directors’ Outstanding Stock Options

Outstanding
Stock Options

Name Grant Date Expiration Date Exercise Price  (Exercisable)
Mr. Alvarez — — — 0
Sir Winfried Bischoft 2/20/200: 2/18/201.: $73.9¢ 2,80(
2/19/200: 2/17/201. $75.92 2,80(
2/18/200: 2/18/201. $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
11,20(
Mr. Eskew — — — 0
Dr. Feldsteir 2/19/200: 2/17/201. $75.92 2,80(
2/18/200: 2/18/201. $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
8,40(
Mr. Fyrwald — — — 0
Dr. Gilman 4/20/200¢ 4/19/201( $75.9¢ 2,80(
2/20/200: 2/18/201.: $73.9¢ 2,80(
2/19/200: 2/17/201. $75.92 2,80(
2/18/200: 2/18/201. $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
14,00(
Mr. Hoover — — — 0
Ms. Horn 4/20/200( 4/19/201( $75.9¢ 2,80(
2/20/200: 2/18/201.: $73.9¢ 2,80(
2/19/200: 2/17/201. $75.92 2,80(
2/18/200: 2/18/201. $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
14,00(
Ms. Marram 2/18/200: 2/18/201: $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
5,60(
Mr. Oberhelmar — — — 0
Dr. Prendergas 4/20/200( 4/19/201( $75.94 2,80(
2/20/200: 2/18/201: $73.9¢ 2,80(
2/19/200: 2/17/201. $75.92 2,80(
2/18/200: 2/18/201: $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
14,00(
Ms. Seifert 4/20/200¢ 4/19/201( $75.9¢ 2,80(
2/20/200: 2/18/201.: $73.9¢ 2,80(
2/19/200: 2/17/201. $75.92 2,80(
2/18/200: 2/18/201. $57.8¢ 2,80(
2/17/200: 2/17/201- $73.11 2,80(
14,00(

Directors and Corporate Governance Committee Mast

Overview
The directors and corporate governance commiti@amemends to the board candidates for membershibeoboard and board committees
and for presiding director. The committee also sges matters of corporate governance, includingdqmarformance, director independence
and compensation, and the corporate governancelqed. The committee’s charter is available onéihe
http://investor.lilly.com/governance.cfm or in paperm upon request to the company’s corporatecteny.

All committee members are independent as definddaNew York Stock Exchange listing requirements.

Director Qualifications

The board seeks independent directors who reprasait of backgrounds and experiences that willb@igle the quality of the board’s
deliberations and decisions. Candidates shall balstantial experience with one or more publicgléd national or multinational companies
or shall have achieved a high level of distinctiotheir chosen fields.

Board membership should reflect diversitytinbroadest sense, including persons diverse igrgphy, gender, and ethnicity. The board is
particularly interested in maintaining a mix thatludes the following backgrounds:



. active or retired chief executive officers and semixecutives, particularly those with experienteperations, finance, accounti
banking, or marketing and sal
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. international busines
. science and medicir
. government and public polic
. health care system (public or privat
[Discussion of current directors’ qualifications tobe added]

Director Nomination Process

The board delegates the screening proce$e titectors and corporate governance committeghwhceives direct input from other
board members. Potential candidates are identifienigh recommendations from several sources, dimudyi
. incumbent director
. managemer
. shareholder
. an independent executive search firm retainethbyommittee to assist in locating and screengmglidates meeting the board’s
selection criteria

The committee employs the same process fduatiiag all candidates, including those submittggbareholders. The committee initially
evaluates a candidate based on publicly availalidernation and any additional information suppl®dthe party recommending the
candidate. If the candidate appears to satisfgdfection criteria and the committeéhitial evaluation is favorable, the committegsiated b
management or the search firm, gathers additicetal on the candidate’s qualifications, availabilyobable level of interest, and any
potential conflicts of interest. If the committesisbsequent evaluation continues to be favoraidecandidate is contacted by the chairman of
the board and one or more of the independent direéor direct discussions to determine the mutadls of interest in pursuing the
candidacy. If these discussions are favorablegdinemittee makes a final recommendation to the btmarminate the candidate for election
by the shareholders (or to select the candidafi# tovacancy, as applicable). Mr. Alvarez and Mioover, who are standing for election,
were referred to the committee by an independestigive search firm.

Process for Submitting Recommendations and Nominains

A shareholder who wishes to recommend a directodidate for evaluation by the committee pursuarhi® process should forward the
candidate’s name and information about the canelislgualifications to the chair of the directors @ondporate governance committee, in ¢
of the corporate secretary, at Lilly Corporate @enindianapolis, Indiana 46285. The candidate rmesdt the selection criteria described
above and must be willing and expressly interestesgrving on the board.

Under Section 1.9 of the company’s bylawshasholder who wishes to directly nominate a direcandidate at the 2011 annual meeting
(i.e., to propose a candidate for election whooisatherwise nominated by the board through themsuaendation process described above)
must give the company written notice by Novembe2@®.,0. The notice should be addressed to the catgeecretary at Lilly Corporate
Center, Indianapolis, Indiana 46285. The noticetmastain prescribed information about the candidatd about the shareholder proposing
the candidate as described in more detail in Sedti® of the bylaws. A copy of the bylaws is avialiéaonline at
http://investor lilly.com/governance.cfm. The bykwill also be provided by mail without charge upeguest to the corporate secretary.

Audit Committee Matter:

Audit Committee Membership

All members of the audit committee are independsrdefined in the New York Stock Exchange listitamdards applicable to audit
committee members. The board of directors hasméted that Mr. Eskew, Mr. Hoover, and Mr. Oberhatnaae audit committee financial
experts, as defined in the rules of the Securities Exchange Commission.
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Audit Committee Report

The audit committee (“we” or “the committee”) rewig the company financial reporting process on behalf of the Hokanagement has t|
primary responsibility for the financial statemeatsl the reporting process, including the systeinrgt@rnal controls and disclosure controls.
In this context, we have met and held discussiatis mwwanagement and the independent auditor. Managerapresented to us that the
company’s consolidated financial statements weepamed in accordance with generally accepted atioguprinciples, and we have
reviewed and discussed the audited financial set¢srand related disclosures with management anidependent auditor, including a
review of the significant management judgments dgitey the financial statements and disclosures.

The independent auditor reports to us. We Isale authority (subject to shareholder ratifica}ito appoint and to replace the independent
auditor.

We have discussed with the independent auclitdters required to be discussed by StatementuaiitiAg Standards No. 61
(Communication with Audit Committees), as amended as adopted by the Public Company Accounting Skgkt Board (PCAOB) in
Rule 3200T, including the quality, not just the eqiability, of the accounting principles, the razsaeness of significant judgments, and the
clarity of the disclosures in the financial statetse In addition, we have received the written Idisgres and the letter from the independent
auditor required by applicable requirements ofRBAOB regarding communications with the audit cottemi concerning independence, and
have discussed with the independent auditor thaaislindependence from the company and its mamage. In concluding that the auditor
is independent, we determined, among other thihgs$ the nonaudit services provided by Ernst & YpuhP (as described below) were
compatible with its independence. Consistent withrequirements of the Sarbanes-Oxley Act of 2@@2have adopted policies to avoid
compromising the independence of the independatitayusuch as prior committee approval of nonaseivices and required audit partner
rotation.

We discussed with the compasyiternal and independent auditors the overafpa@nd plans for their respective audits, includintgrna
control testing under Section 404 of the SarbandsyQAct. We periodically meet with the internaldaimdependent auditors, with and
without management present, and in private sessithamembers of senior management (such as tted thancial officer and the chief
accounting officer) to discuss the results of tlegiaminations, their evaluations of the comparmytsrnal controls, and the overall quality of
the company’s financial reporting. We also periatlicmeet in executive session.

In reliance on the reviews and discussionsirefl to above, we recommended to the board (andaard subsequently approved the
recommendation) that the audited financial staté¢sea included in the company’s annual report omFb0-K for the year ended
December 31, 2009, for filing with the Securitiesl&xchange Commission. We have also appointeddimpany’s independent auditor,
subject to shareholder ratification, for 2010.

Audit Committee

Michael L. Eskew, Chair
Martin S. Feldstein, Ph.D.
R. David Hoover
Douglas R. Oberhelman
Kathi P. Seifert

Services Performed by the Independent Auditor
The audit committee preapproves all services perddrby the independent auditor, in part to assésther the provision of such services
might impair the auditor's independence. The corteais policy and procedures are as follows:

. The committee approves the annaadlit servicesengagement and, if necessary, any changes in teamditions, and fees
resulting from changes in audit scope, companyctira, or other matters. The committee may alsagpmve other audit
services, which are those services that only tHepandent auditor reasonably can provide. Sincé,20@it services have
included internal controls attestation work undectin 404 of the Sarbar-Oxley Act.
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. Audit -related servicesare assurance and related services that are rddgoelated to the performance of the audit, arad #re
traditionally performed by the independent audifdre committee believes that the provision of treemeices does not impair the
independence of the audit:

. Tax services. The committee believes that, in appropriate cabesndependent auditor can provide tax compliaseeices, tax
planning, and tax advice without impairing the ao’s independenci

. The committee may approwther servicesto be provided by the independent auditor if (§ gervices are permissible under SEC
and PCAOB rules, (ii) the committee believes thevmion of the services would not impair the indegence of the auditor, and
(iii) management believes that the auditor is tbstlzhoice to provide the servic

. ProcessAt the beginning of each audit year, managementastg prior committee approval of the annual asthtutory audits,
and quarterly reviews for the upcoming audit yeawall as any other engagements known at that fila@agement will also
present at that time an estimate of all fees feruppcoming audit year. As specific engagement&erdified thereafter, they are
brought forward to the committee for approval. fie éxtent approvals are required between regudaigduled committee
meetings, preapproval authority is delegated tatiremittee chair

For each engagement, management providesthmittee with information about the services aresfesufficiently detailed to allow the
committee to make an informed judgment about thieraand scope of the services and the potentidhéoservices to impair the
independence of the auditor.

After the end of the audit year, managemeowiges the committee with a summary of the acteasfincurred for the completed audit
year.

Independent Auditor Fees
The following table shows the fees incurred fovsms rendered on a worldwide basis by Ernst & ¥puhP, the company’s independent
auditor, in 2009 and 2008. All such services waeapproved by the committee in accordance wittptbapproval policy.

2009 2008
(millions) (millions)
Audit Fees $ $ 8.C
» Annual audit of consolidated and subsidiary finahstatements, including Sarbanes-Oxley 404
attestatior
 Reviews of quarterly financial stateme
* Other services normally provided by the auditocannection with statutory and regulatory filir
Audit-Related Fee $_ $ 0.8
» Assurance and related services reasonably relati iperformance of the audit or reviews of the
financial statement
» 2009 and 2008: primarily related to employee bénddin and other ancillary audits, and due
diligence services on potential acquisitic
Tax Fees $ $ 1.7
» 2009 and 2008: primarily related to consulting anthpliance service
All Other Fees $_ $ 0.2
» 2009 and 2008: primarily related to compliance mewoutside the U.¢
Total $ $10.7
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Compensation Committee Matters

Scope of Authority

The compensation committee oversees the compalobalgcompensation philosophy and establishesdhgpensation of executive officers.
The committee also acts as the oversight committgrerespect to the company’s deferred compensaians, management stock plans, and
other management incentive compensation progranmsdrseeing those plans, the committee may delegahority to company officers for
day-to-day plan administration and interpretationluding selecting participants, determining awlancels within plan parameters, and
approving award documents. However, the committag mot delegate any authority for matters affectigyexecutive officers.

The Committee’s Processes and Procedures
The committee’s primary processes for establishimgd) overseeing executive compensation can be fiouthe “Compensation Discussion ¢
Analysis” section under “The Committee’s Processas Analyses” on pages 28-29. Additional proceaseésprocedures include:

. Meetings The committee meets several times each year (&iges in 2009). Committee agendas are establishedrisultation
with the committee chair and the committee’s indej@nt compensation consultant. The committee nieetsecutive session
after each meetin(

. Role of Independent ConsultaThe committee has retained Frederic W. Cook anfirhis Frederic W. Cook & Co., as its
independent compensation consultant to assistaimenittee. Mr. Cook reports directly to the comnsttand neither he nor his
firm is permitted to perform any services for magmgnt. The consulte’s duties include the following

— Review committee agendas and supporting mateéni@dvance of each meeting and raise questiosttaét company’s
global compensation group and the committee clsadpgropriat:
— Review the company’s total compensation philogppker group, and target competitive positionimgréasonableness
and appropriatene:
— Review the company’s executive compensation @mgand advise the committee of plans or practltatsnight be
changed in light of evolving best practic
— Provide independent analyses and recommendatidhs mpmmittee on the CF's pay
— Review draft Compensation Discussion and Analysi®rt and related tables for the proxy stater
— Proactively advise committee on best practicebé@rd governance of executive compense
— Undertake special projects at the request of thentittee chair
The consultant interacts directly with mensbef Lilly management only on matters under the mittee’s oversight and with the
knowledge and permission of the committee chaigre!

. Role of Executive Officers and ManagemWith the oversight of the CEO and the senior vimsjglent of human resources, the
company’s global compensation group formulatesmenendations on matters of compensation philosoplay, design, and the
specific compensation recommendations for execuifreers (other than the CEO as noted below). TE® gives the committee
a performance assessment and compensation recomtioenidr each of the other executive officers. 3doecommendations are
then considered by the committee with the assistahits compensation consultant. The CEO andéh#svice president of
human resources attend committee meetings butdmreésent for executive sessions or for any dsonsof their own
compensation. (Only nonemployee directors and dnengitte¢’s consultant attend executive sessia

25




The CEO normally does not participate in thrfulation or discussion of his pay recommendatibosvever, for 2010
Dr. Lechleiter requested that no increases be nwbis base salary or incentive targets. The CEOnlgprior knowledge of the
recommendations that the consultant makes to thenitiee.

Risk assessmetWith the help of its compensation consultant, i02the committee reviewed the company’s compensatio
policies and practices for all employees, includixgcutive officers, and determined that our corspgan programs will not hay
a material adverse effect on the company. The ctteendlso reviewed our compensation programs feaicedesign features
which have been identified by experts as havingtitential to encourage excessive -taking, including:

too much focus on equi

compensation mix overly weighted toward annual imices

highly leveraged payout curves and uncapped pa

unreasonable goals or threshc

and steep payout cliffs at certain performangeltethat may encourage short-term business desistomeet payout
thresholds

The committee noted several design featurédlgfcash and equity incentive programs for alidoyees that reduce the
likelihood of excessive risk-taking:

The program design provides a balanced mix di easl equity, annual and longer-term incentived, @rformance
metrics (revenue, earnings, and total sharehoktarm).

Maximum payout levels for bonuses and PAs are ahpp@00 percent of targe

All regular U.S. employees participate in the sdeus plan

Bonus and equity programs have minimum payout $figglnonexecutive officer:

The company currently does not grant stock opti

The compensation committee has downward discretien incentive program payou

The executive compensation recovery policy alltivescompany to “claw back” payments made usingensly
inaccurate financial result

Executive officers are subject to share ownershgratention guideline:

Compliance and ethical behaviors are integral faatonsidered in all performance assessm

The committee determined that, for all empésyghe company’s compensation programs do noueage excessive risk and
instead encourage behaviors that support sustainabie creation. Nonetheless, as a result ofaéhiew, the committee is
implementing certain changes to the bonus andemgéentive plan designs for 2010 to further redunoentives to incur
excessive risk as follows:

Key risks to the business strategy are reviewethd® board as part of the company’s annual lomgggplanning process.
These risks will be an input into an annual revisnthe compensation committee to assess the paitémticompensation
programs to encourage excessive-taking (or excessively ri-averse behaviors

The annual bonus plan has been modified to ditowgreater differentiation based on individualfpemance and
smoother payout curve

A linear payout formula for the PA is replacifge thine discrete earnings-per-share (EPS) ranfy@énating payout
“cliffs” between ranges. Additionally, the threstigdayout level will be increased from zero to 5€cpat of target and
maximum payout level will be lowered from 200 perc® 150 percent of target for all participar

The committee expanded the executive compensatmovery policy (described in more detail on page

Compensation Committee Interlocks and Insider Parttipation

None of the compensation committee memkt

has ever been an officer or employee of the com

is or was a participant in a related-person @atisn in 2009 (see page 16 for a description ofpalicy on related-person
transactions

is an executive officer of another entity, at wharte of our executive officers serves on the boadirectors.
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Executive Compensatio

Compensation Discussion and Analysis

Summary

Executive compensation for 2009 aligned well with bbjectives of our compensation philosophy arttl wiir performance, driven by these

factors:

Highlights:
« Strong operating resul

» Stock price results in no
executive SVA payol

« Shift to longerterm equity
program desig!

* No increase to CEO sala
or incentive targets for
2010

Strong growth in operating results drove strong aarbonus and performance award (PA) payoAts.
described below, strong operating performance dedb.3 percent pro-forma adjusted revenue growth
and 15.7 percent adjusted EPS growth, both of wivisle more than double our peer group average.
This resulted in abo-target cash bonus and PA payouts for all partid#i

Lagging stock price resulted in no payout of shatdér value award (SVATotal shareholder return f
2007-2009 failed to meet the threshold for the S¥#&\a result, awards granted to executive offidits
not pay out

Cost-effective equity design maintained for 200¢h) more emphasis on long-term performarce.

2009, we shifted our PA program from a one-yea tawo-year performance period, in response to
shareholder input and the board’s emphasis ongtorporate governance. We continued our SVA
program and maintained a 50/50 mix of PAs and SioAsll members of senior management, incluc
executive officers. We improved the overall cost&ture of our equity program in 2007, while
maintaining its competitiveness and motivationgbawt, by eliminating stock options in favor of SV,
Compensation committee reviewed the connectioneleehwompensation and riskhe committee
reviewed our compensation programs and policiefefatures that may encourage excessive risk taking
The committee found the overall program to be spbntiapproved changes to the executive
compensation recovery policy, share ownership atehtion guidelines, and some design features for
2010 incentive program

A balanced program fosters employee achievemeetitien, and engagemeWe delivered a total
compensation package composed of salary, perfoalaased cash and equity incentives, and a
competitive employee benefits program. Togethesalaements reinforced pay-for-performance,
provided a balanced focus on both long- and steont- performance, and encouraged employee rete
and engagemer

No increase in CEO compensation for 2(. In light of the business challenges the compamyeatly
faces, at Dr. Lechleiter’s request, the compensatmnmittee approved that no increases be mads to h
2010 salary or incentive targe



2009 Lilly Performance
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using an expected compounded annual rate of total shareholder return fior large-cap corm panies.

Executive Compensation Philosophy

Our strategy is to create value by acceleratingltve of innovative new medicines that provide irmped outcomes for individual patients.
We aim to discover, develop, or acquire innovatiegv therapies — medicines that make a real differdar patients and deliver clear value
for payers. In addition, we must continually impegwoductivity in all that we do. To achieve thegsals, we must attract, engage, and retain

highly-talented individuals who are committed te tompany’s core values of integrity, excellence, sespect for people. Our compensation
and benefit programs are based on these objectives:

. Compensation should reflect individual and compparsformanceWe link all employees’ pay to individual and compan

performance
— As employees assume greater responsibilities, wfdreeir pay is linked to
Executive Compensation Philosophy: company performance and shareholder rett
« Individual and company performan — We seek to deliver above-market compensation dioptiier individual and
company performance, but below-market compensattore individual
* Long-term focus performance falls short of expectations and/or camyperformance lags the
- Efficient and egalitaria industry.

 Consideration of both internal relativity and
competitive pay
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— We design our programs to be simple and cleathaoemployees can easily understand how
their efforts affect their pa

— Our incentive programs use hard metrics (sabsimgs, and total shareholder return) that
can be objectively measured against our peer coi@gi

— We balance the objectives of pay-for-performasmte employee retention. Even during
downturns in company performance, the programsldremntinue to motivate and engage
successful, hic-achieving employee:

. Compensation should foster a long-term foéukng-term focus is critical to success in ourdstty and is consistent with our
goal of retaining highly talented employees as theijd their careers. Throughout the company, apmtitive benefit program ai
retention. As employees progress to higher levietBeorganization, a greater portion of compewsais tied to our longer-term
performance

. Compensation should be based on the level of jgborgsibility and reflect the mark&t/e seek internal pay relativity, meaning
that pay differences among jobs should be commateswith differences in job responsibility and irmpaVe aim to remain
competitive with the pay of other premier employeith whom we compete for talet

. Compensation should be egalitarian and efficigvie seek to deliver superior long-term shareholdiirns and to share value
created with employees in a cost-effective marindrile compensation will always reflect differenéegob responsibilities,
geographies, and marketplace considerations, thealbstructure of compensation and benefit prograhould be broadly similar
across the organizatio

The Committee’s Processes and Analyses
The compensation committee uses several toolslpattetructure compensation programs that meetpaom objectives. Among those are:

» Assessment of individual performanindividual performance has a strong impact on
compensatior
Compensation Committee Tools: — The independent directors, under the directiomefresiding director, meet with the
CEO in private session at the beginning of the y@agree upon the CEQO’s
performance objectives for the year. At the enthefyear, the independent directors
« Company metric: meet in executive session to review the performafitke CEO based on his or her
achievement of the agreed-upon objectives, cortabuo the company’s performance,
* Peer group analys ethics and integrity, and other leadership accashpiients. This evaluation is shared
« External adviso with the CEO by the presiding director and is usgdhe compensation committee in
setting the CE'’s compensatior

— For the other executive officers, the committeeenezs a performance assessment and
compensation recommendation from the CEO and alscises its judgment based on
the board’s interactions with the executive offioks with the CEO, the executive’s
performance evaluation is based on the executaaigevement of objectives
established between the executive and his or tpargisor, the executive’s contribution
to the company’s performance, ethics and integaitygl other leadership attributes and
accomplishments

» Assessment of company performaThe committee uses company performance mea
in two ways:

— In establishing total compensation ranges, the citieenuses as a reference point the
performance of Lilly and its peer group with redpecsales, earnings per share, return
on assets, return on equity, and total sharehotdern.

— The committee establishes specific company perfooc@maneasures that determine
payouts under the compé' s cash and equity formi-based incentive prograrr

¢ Individual metrics
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Peer group analysisThe committee compares the company’s programsamither group of global pharmaceutical companies:
Abbott Laboratories; Amgen Inc.; AstraZeneca plds®I-Myers Squibb Company; GlaxoSmithKline plopffinann-La Roche
Inc.; Johnson & Johnson; Merck & Co., Inc.; Nov@&iG; Pfizer Inc.; Sanofi-Aventis; Schering-Plougbrporation; and Wyeth.
Pharmaceutical companies’ needs for scientificsalds and marketing talent are unique to the imglasid Lilly must compete
with these companies for talent. The committee tlsepeer group data in two wa’

— Overall competitivenes3he committee uses aggregated data and both conapanyndividual performance as a refere
point to ensure that the executive compensatiogrpro as a whole is competitive, meaning withinkih@ad middle range
of comparative pay at peer companies when the coynaehieves the targeted performance levels. Theritiee does
not target a specific position within the ran

— Individual competitivenesThe committee compares the overall pay of individx&cutives, if the jobs are sufficiently
similar to make the comparison meaningful. Thevitilial’s pay is driven primarily by individual amdmpany
performance and internal relativity, rather tham pleer group data; the peer group data is usednaarket check” to
ensure that individual pay remains within the bro@ddle range of peer group pay. The committee dotsarget a
specific position within the rang

The peer group is reviewed for appropriatenessaat levery three years. The group was reviewedrnia 2008, and the new group
was used for purposes of 2009 compensation desisidre committee added four new companies (Astrazaeplc, Hoffmann-La
Roche Inc., Novartis AG, and Sanofi-Aventis) beeaoger time the number of comparator companieseadeased due to
industry consolidation. The committee desired guaexied peer group to have a better representdtimmpanies that are direct
competitors for our products, operate in a sintilasiness model, and employ people with the unigills sequired to operate an
established biopharmaceutical company. The comenitigo considered market cap as of December 3%, &0 2007 revenue as
measures of size; with the exception of Johnsonl&gdon, all peer companies were between one-htifée times Lilly with
regard to both measures. The committee includedstoh& Johnson, despite its size, because it caamitectly with Lilly for
talent at all management levels.

CEO compensatior.o provide further assurance of independence,dhgensation recommendation for the CEO is develby
the committee’s independent consultant (Frederi€©dbk and his firm, Frederic W. Cook & Co.) witimited support from
company staff. The Cook firm prepares analyses stgppaompetitive CEO compensation among the peargfor the individual
elements of compensation and total direct comp&msa¥ir. Cook develops a range of recommendationsifiy change in the
CEO'’s base salary, annual incentive target, equayt value, and equity mix. The recommendatioks ato account the peer
competitive pay analysis, expected future pay seadd importantly, the position of the CEO in tielato other senior company
executives and proposed pay actions for all keyleyegs of the company. The range allows the coramith exercise its
discretion based on the CEO'’s individual perforngaand other factors. The CEO has no prior knowleddgkee recommendations
and normally takes no part in the recommendatiomsmittee discussions, or decisions. For 2010 Bchleiter requested that no
increases be made to his base salary or incemtigets

Executive Compensation for 2009

Overview—Establishment of Overall Pay
In making its pay decisions for 2009, the commitgewed 2008 company performance data and peepgtata as discussed above, and
also considered expected competitive trends inwgkexpay. That review showed:

Company performancén 2008, Lilly performed in the upper tier of theqy group in adjusted earnings per share growbs sa
growth, return on assets, and return on equityirmide lower tier in on-year and fiv-year total shareholder retul
Pay relative to peer grou|Lilly 's total pay to executive officers for 2008 washia broad middle range of the peer grc

The committee determined the following:

Program elementThe 2009 program consisted of base salary, a cashtive bonus award, and two forms of performarased
equity grants: PAs and SVAs. Executives also rexbihe company employ:
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benefit package. This program balances thxeaintéash and equity compensation, the mix of euramd longeterm compensatio
the mix of financial and market goals, and the sgcof foundational benefits in a way that furtkéhe compensation objectives
discussed abovi
. Pay ranges and mix of pay elemeiThe company generally maintained the same pay saag@ mix of pay elements as in 2008.
The committee believes this overall program commto provide cost effective delivery of total campation that
— encourages retention and employee engagement ibgriled) competitive cash and equity compone
— maintains a strong link to company performanag strareholder returns through a balanced equigniinge program
without encouraging excessive I-taking,
— maintains appropriate internal pay relativity,
— provides opportunity for total pay within the brtbmiddle range of expected peer group pay givempemy performance
comparable to that our pee

2009 Target Compensation
The graphs below show the balance of target congpiensdetermined by the committee.

Lechledter Faul Carrmime l-rrnlhue

Fixed Performance based
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Cash Long-term equity

2009 Actual Compensation
The graphs below show the ratio of pay elemen&inal compensation received for 2009.

Lechlelter Carmine Rice Armdtage

Base salary and bonus amounts are shown in the Sgn®empensation Table on page 40. The PA payo@d09 performance is shown in
the table on page 42. The SVA payout for 2007-208%rmance was zero for all named executive affiexcept Mr. Carmine, who was not
an officer when the award was granted. Mr. Carnsip&yout is shown in the Options Exercised andkStasted in 2009 table on page 45.
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Base Salary
In setting base salaries for 2009, the committesidered the following:

» The corporate budgetThe corporate budget for salary increases wablkstied based on
company performance for 2008, expected performéorc2009, and a reference to gent

Base Salary Considerations: external trends. The objective of the budget iallmv salary increases to retain, motivate,
and reward successful performers while maintaiaiffigrdability within the company’s
business plan. Individual pay increases can be wdess than the budget amount
« Individual performanci depending on individual performance, but aggregateases must stay within the budget.
The aggregate increases for the named executiwersfand the other executive officers
were within the corporate budget of four perc
Internal relativity, meaning the relative pay differences between diffejob levels
Peer group datispecific to certain positions in which the jobs everewed as comparable
in content and importance to the company. We usegéer group data as a market check
for reasonableness and competitiveness. The sglasaletermined by the other factors,
were within the broad middle range of expected ogtitipe pay and, therefore, no further

 Corporate budge

* Internal relativity

« Peer group dat



adjustments were necessary for competitiver
Individual performanceAs described above under “The Committee’s Procemsg#Analyses,” base salary increases were driven
largely by individual performance assessme
— Inassessing Dr. Lechleiter's 2008 performaritoejmndependent directors considered the compamg$a. Lechleiter’s
accomplishment of objectives that had been estalisit the beginning of the year and their ownetthje assessment of
his performance They noted that under Dr. Leatr’s leadership in 2008, the compa
exceeded sales and earnings tar¢
L] successfully transitioned through the change iddeship with Mr. Taurel retiring at the end of 20
= aggressively expanded the product portfolio thfohusiness development transactions, includingti@isition
of ImClone Systems Incorporate
= implemented wid-ranging productivity improvements, including recwgiayers of manageme:
In establishing Dr. Lechleiter’s base saldéing, committee also considered his assumptioneotiditional role of
chairman of the board in 20C
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— With regard to Dr. Paul, the committee considdndlgl Research Laboratories’ progress with resgeqtipeline goals,
cycle time reductions, and transformation effoatswell as his alrea-strong compensatio

— The committee considered Mr. Carmine’s effecteéadership in driving strong operating results seidforcing a culture
of transparency, ethics, and compliar

— The committee noted Mr. Ricetontinued strong leadership of the financial congmt, fostering a culture of controls ¢
compliance, and overall contributions to compamgtegy.

—  With regard to Mr. Armitage, the committee reciagd his continued leadership in shaping intellakcpwoperty policy to
foster innovation and driving a corporate cultufea@mpliance and transparen:

Cash Incentive Bonuses
The company’s annual cash bonus program align grapk goals with the company’s sales and earningsty objectives for the current
year. Cash incentive bonuses for all managemenlogegs worldwide, as well as most nonmanagementames in the U.S., al
determined under The Eli Lilly and Company BonusrRithe bonus plan). Under the plan, the compatsylemus targets for all participants
at the beginning of each year. Bonus payouts rénoge zero to 200 percent of target amounts depgnadinthe company’s financial results
relative to predetermined performance measurethedénd of the performance period, the committeediscretion to adjust a bonus payout
downward (but not upward) from the amount yieldgdh® formula for executive officers.

The committee considered the following whetalglsshing the 2009 awards:

. Bonus targetsBonus targets (expressed as a percentage of Hasg s&re based on job responsibilities, intemeddtivity, and
peer group data. Consistent with our compensatijectives, as executives assume greater respatisghimore of their pay is
linked to company performance. For three namedwikecofficers, the committee maintained the sameuls targets as 2008; for
two named executive officers, targets were incréas@rder to appropriately reflect internal reléi and maintain cash
compensation within the broad middle range of etggkcompetitive pay, given median g-group performance

Bonus targets (as a percentage of base salary):

Name 2008 2009 Change
Dr. Lechleiter 14(% 14(% 0%
Dr. Paul 85% 90% 5%
Mr. Carmine 85% 90% 5%
Mr. Rice 80% 80% 0%
Mr. Armitage 80% 80% 0%

. Company performance measuréhe committee established 2009 company performaraaesures with a 25 percent weighting on
sales growth and a 75 percent weighting on growtidjusted EPS (reported earnings per share adjastdescribed below under
“Adjustments for Certain Iter”). This mix of performanc
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measures focuses employees appropriateljnproving both top-line sales and bottom-line eagajwith special emphasis on
earnings in order to tie rewards directly to prdduty improvements. The measures are also effeatiotivators because they are

easy for employees to track and underst

In establishing the 2009 target growth raties,committee considered the expected 2009
o performance of our peer group, based on publisiesstment analyst estimates. The target
Bonus Weighting: growth rates of three percent for sales and seeetept for adjusted EPS were slightly above
median expected growth rates for our peer groupsé&hargets were aligned with our
compensation objectives of producing above-targgopts if Lilly outperformed the peer group
75% adjusted EPS growth and below-target payouts if Lilly performance laddgke peer group. Payouts were determined
by this formula:;

25% sales growth

Targets:
3% sales growth
7% adjusted EPS growth

(0.25 x sales multiple) + (0.75 x adjusted EPS migte) = bonus multiple
Bonus multiple X bonus target X base salary earning= payout

2009 sales and adjusted EPS multiples are illestriay these charts:

2009 Sales Multiple
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Sales Growth

2009 pro forma sales of $21,836 million represeBt&dercent growth over 2008 pro forma sales 6f&2 million and resulted in a sales
multiple of 1.23.
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2009 pro forma adjusted EPS of $4.42 representagthrof 15.7 percent over 2008 pro forma adjuste& Bf $3.82 and resulted in an EPS
multiple of 1.87.

Together, the sales multiple and the adjusted ER8pie yielded a bonus multiple of 1.71.

(0.25x1.23) + (0.75 x 1.87) = 1.71 bonus multiple
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See page 36 for a reconciliation of 2009 reporteti@o forma sales and adjusted EPS.

Equity Incentives—Total Equity Program

We employ two forms of equity incentives grantedemthe 2002 Lilly Stock Plan: performance awaR&q) and shareholder value awards
(SVAs). These incentives are designed to focudeaders on long-term shareholder value: SVAs hateee-year performance period and
PAs, beginning in 2009, have a two-year performgraéd. For executive officers, PAs pay out irtnieted stock units that vest one year
after the performance period. Executive officeesraquired to hold net shares they earn from S\6Aeifie year after payout. The following
illustration shows the holding periods for PA andASgrants over time:

Holding Periods for PAs and SVAs

2007 2008 2008 2010 2011 2012 2013

2007 PA Ferformace Feriod
2008 PA Redricted Stock Units
2009 PA
2009- 2010 PA
2010-2011 PA
2007- 2009 A Ferformance Feriod

2008- 2010 SWA Required Holding Period
2009- 2011 SWA

12010-2012 Sva |

» Target grant valueszor 2009, the committee increased aggregate gednés for three named

Equity Compensation: executives based on internal relativity, individpatformance, and aggregated peer group datz

« Performance metrics of growth in suggesting that the 2008 grant values were belevbtbad middle range compared to peers.
adjusted EPS and share price are Consistent with the company’s compensation objestiindividuals at higher levels received a
objective and align with shareholder greater proportion of total compensation in therfaf equity. The committee determined that
interests for members of senior management a 50/50 splitéetPAs and SVAs appropriately

balances the company financial performance ancebb&der equity return metrics of the two

* Target grant values set based on programs. Target values for 2009 equity grantsfemamed executive officers were as

internal relativity, performance, and

follows:
peer dat:
« 2009 target grant values increasec

some position

Target grant values ($000's)
Percentage

Name 2008 PA 2009 PA 2008 SVA 2009 SVA Increase (total)
Dr. Lechleiter $3,25( $3,75( $3,25( $3,75( 15%
Dr. Paul $1,50( $1,50( $1,50( $1,50( 0%
Mr. Carmine $1,50( $1,50( $1,50( $1,50( 0%
Mr. Rice $1,20( $1,50( $1,20( $1,50¢ 25%
Mr. Armitage $ 85F $1,00(¢ $ 85E $1,00(¢ 17%

Equity Incentives—Performance Awards

PAs provide employees with shares of Lilly stockéftain company performance goals are achieveel aWards are structured as a schedule
of shares of Lilly stock based on growth in adjddE°S over specified time periods of one or mosrsidn 2009, the company granted bc
one-year and a two-year award to all global managmas a transition to a two-year performance geidoall PAs granted beginning in
2010. (This design change was in response to shldetfeedback.) The two grants in 2009 provideddpportunity for participants to
receiveone and only onPA payout each year — without skipping a year. Z0@9 PA paid in February 2010, while the 2009-2B20will

pay out in February 2011, assuming performancetam@re met (see Holding Periods for PAs and S\hast@bove). The fair market value
grant for both awards was the same. Possible payouboth PAs range from zero to 200 percent efténiget amount, depending on adjusted
EPS growth over the performance period. No dividesm@ paid on the awards during the performandegeéht the end of the performance
period, the committee has discretion to adjustveard payout downward (but not upward) from the amgielded by the formula. For the
2009 grants, the committee considered the following

« Company performance measuféie committee established the performance measure a



Performance Awards:

 Target EPS growth (7%) slightly
above expected peer group
performance

« Actual EPS growth 15.7¢
» Shares earned must be held one"

» Two-year performance period pha:
in

adjusted EPS growth. The committee believes adjusRS growth is an effective motivator
because it is closely linked to shareholder vakibroadly communicated to the public, is
easily understood by employees, and allows foralvje comparisons to peer company
performance. The target growth percentage of speerent was slightly above the median
expected adjusted earnings performance of compan@s peer group over both a one-year
and two-year period, based on published investmealyst estimates. Accordingly, consistent
with our compensation objective
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Lilly performance exceeding the expected peeryg median would result in above-target payoutsleaLilly performance lagging the
expected peer-group median would result in belagetiapayouts.

Payouts for the 2009 PAs were determined accotditigis schedule

2009 PA
2009 EPS Lessthan $3.¢  $3.9(-$3.96 $3.9-$4.04 _$4.0:-$4.12 $4.1-$4.19 $4.2(:$4.27 _$4.2¢$4.34  Greater than $4.3
Percent of Target 0% 50% 75% 10C% 125% 15C% 17%% 200%

2009 pro forma adjusted EPS of $4.42 represeaigrowth over 2008 pro forma adjusted EPS ($2B25.7 percent. This top-tier growth
within the peer group resulted in a 2009 PA pay®®00 percent of target. See page 36 for a reliatimn of 2009 reported and pro forma
adjusted EPS.

Payouts for the 2009-2010 PA will be deterrdime2011 based on the schedule below:
2009-2010 PA

Aggregate 200-2010 EPS Less than $7.¢ $7.87-$8.09 $8.1(-$8.33  $8.3.-$8.57  $8.5¢-$8.81  $8.8:-$9.06  $9.07-$9.31  Greater than $9.3
Percent of Target 0% 50% 75% 10% 125% 15C% 175% 20(%

Equity Incentives—Shareholder Value Awards

In 2007, the company implemented the SVA whichaegdl our stock option program. SVAs are structased schedule of shares of Lilly
stock based on the performance of the companytk steer a three-year period. No dividends are paithe awards during the performance
period. Payouts range from zero to 140 percertietarget amount, depending on stock performaneetbe period. At the end of the
performance period, the committee has discretiadjost an award payout downward (but not upwaxhfthe amount yielded by the
formula. The SVA program delivers equity comperwathat is strongly linked to long-term total sheoleler returns. It is more cost-effective
than the stock option program it replaced becaus&yA program delivers, at a lower cost to the gany, an equity incentive that is equally
or more effective in aligning employee interestthwviong-term shareholder returns. For the 2009tgrahe committee considered the
following:

» Company performance measuféie SVA is designed to pay above target if Lillgcit
outperforms an expected compounded annual rattwfrfor large-cap companies and below

« Three-year performance peric target if Lilly stock underperforms that rate ofui. The expected rate of return used in this

calculation was determined considering total retbat a reasonable investor would consider

appropriate for investing in the stock of a largg-¢J.S. company, based on input from
expected three-year rate of return for - extermal money managers, less Lilly’s current divid yield. Executive officers receive no
large-cap companie payout if the stock price, less three years ofdiinds at the current rate, does not grow over

« Shares earned must be held one the three-year performance period—in other worfdstal shareholder return for the thrgear

' period is zero or negativ

Shareholder Value Awards:

* Target is determined by applying an

The starting price for the 2009-2011 SVAs %a4.74 per share, representing the average ofdbhing prices of Lilly stock for all
trading days in November and December 2008. Thangmtice to determine payouts will be the averafjihe closing prices of Lilly stoc
for all trading days in November and December 2011.

Payouts of the 2009-2011 SVA to executiveceifs will be determined by this grid when they gae out in early 2012:

2009-2011 SVA

Ending Stock Price Less than $28.f $28.5%-$32.78 $32.7¢-$36.99 $37.0(-$39.49 $39.5(-$41.99 $42.0(-$44.49 Greater than $44.€
Compounded Annual
Growth Rate (adjusted Less than Greater than
for dividends) (6.3%) (6.3%-(1.9%) (1.9%-2.1% 2.1%4.4% 4.4%-6.5% 6.5%-8.€% 8.6%
Percent of Target 0% 40% 60% 80% 100% 120(% 14(%

Stock Options

The company discontinued granting stock optior0id7. All outstanding stock options are currentipder water,” meaning they have no
realizable value. The stock option granted in 1898ired in 2009, and all of the named executivecef§ forfeited the award having realized
no value. These awards (and other expired stodkratwere not replaced.

Adjustments for Certain Items
Consistent with past practice, the committee adfugte results on which 2009 bonuses and PAs vetegndined to eliminate the distorting
effect of certain unusual income or expense itemgear-over-year growth percentages. The adjussraetintended to:

. align award payments with the underlying growthhaf core busines
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. avoid volatile, artificial inflation or deflatioof awards due to the unusual items in either th@rd year or the previous
(comparator) yeg

. eliminate certain counterproductive short-tergeimtives—for example, incentives to refrain from acquirirggntechnologies or 1
defer disposing of underutilized assets or setliéggcy legal proceedings in order to protect aurb®nus payment

To assure the integrity of the adjustments, themiitee establishes adjustment guidelines at thenbety of the year. These guidelines are
consistent with the company guidelines for repgrtidjusted earnings to the investment communitychvlre reviewed by the audit
committee of the board. The adjustments apply égtmincome and expense items and must exceedexialdy threshold. The committee
reviews all adjustments and retains “downward @ison"—i.e., discretion to reduce compensation Welee amounts that are yielded by the
adjustment guidelines.
For the 2009 awards calculation, the committegle these adjustments to EPS:
. For both 2009 and 2008: Eliminated the impadi)dignificant asset impairments and restructuchgrges and (ii) one-time
accounting charges for the acquisition ¢-process research and developn
. For 2009: Eliminated the impact of special chamgdsted to litigatior
. For 2008: Eliminated the impact of (i) a one-tibrenefit to income resulting from settlement ofa audit and (ii) special charges
related to the resolution of government investmaiof prior sales and marketing practices of tiragany.

In addition, to eliminate the distorting effecttbeé acquisition of ImClone Systems Incorporatedn(gleted in late November 2008) on year-
over-year growth rates, the committee adjustedssatd EPS for 2008 on a pro forma basis as if¢haisition had been completed at the
beginning of 2008.

The adjustments were intended to align awasdrents more closely with underlying business ghawends and eliminate volatile swings
(up or down) caused by the unusual items. Thigmahstrated by the 2007, 2008, and 2009 adjustments

Percent Growth vs. Prior Years

ki ih

m EPS Growth

25
20

15
10

reported adjusted reporied adjusted reported adjusted

Reconciliations of the adjustments to our regmbsales and earnings per share are below. TiHledoumbers are the growth percentages
used to calculate payouts under the compensatagrams.
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% Growth
2009 2008 2009 vs. 200
Sales as reported ($ million $21,836.! $20,371.¢ 7.2%
Pro forma ICOS adjustme — —
Pro forma ImClone adjustme — $ 360.:
Sale—pro forma adjuste $21,836.( $20,732.. 5.2%
EPS as reporte $ 3.9 ($1.89) NM
Eliminate net impact associated with ImClone adtjois — $ 4.4¢
Eliminate charges related to Zyprexa investigatamg litigation $ 0.1 $ 1.2
Eliminate IPR&D charges for acquisitions an-licensing transactior $ 0.0f $ 0.1
Eliminate asset impairments, restructuring andratpecial charges (including
product liability charges $ 0.2¢ $ 0.3
Eliminate benefit from resolution of IRS au — ($0.19
EP<{—adjustec $ 4.4: $ 4.0z
Pro forma ICOS adjustme — —
Pro forma ImClone adjustme — ($0.20
EP<—pro forma adjuste $ 4.4z $ 3.82 15.7%

NM—Not meaningfu

Equity Incentive Grant Mechanics and Timing
The committee approves target grant values fortgduientives prior to the grant date. On the gdate, those values are converted to shares
based on:
. the closing price of Lilly stock on the grant d
. the same valuation methodology the company wsdstermine the accounting expense of the gramtsrufinancial Accounting
Standards Board Accounting Standards CodificatiokSB ASC) Topic 718

The committee’s procedure for timing of equitants assures that grant timing is not being pdated for employee gain. The annual
equity grant date for all eligible employees isriid-February. The committee establishes this dateell in advance—typically in October.
The mid-February grant date timing is driven bystheonsiderations:

. It coincides with the company’s calendar-yeareligserformance management cycle, allowing supewisodeliver the equity
awards close in time to performance appraisalsghvinicreases the impact of the awards by strengthehe link between pay a
performance

. It follows the annual earnings release by approtétyawo weeks, so that the stock price at thaetoan reasonably be expecte
fairly represent the mark’s collective view of our the-current results and prospec

Grants to new hires and other off-cycle graméseffective on the first trading day of the daling month.

Employee and Post-Employment Benefits

The company offers core employee benefits coveirageder to:
. provide our global workforce with a reasonable lefdinancial support in the event of illness ojury
. enhance productivity and job satisfaction througigpams that focus on work/life balan

The benefits available are the same for &l.l@mployees and include medical and dental coeedigability insurance, and life insurance.

In addition, the 401(k) plan and The Lilly Reinent Plan (the retirement plan) provide a reabtmlevel of retirement income reflecting
employees’ careers with the company. U.S. emplogeeeligible to participate in these plans. Todk&ent that any employee’s retirement
benefit exceeds IRS limits for amounts that capdid through a qualified plan, Lilly also offer;sanqualified
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pension plan and a nonqualified savings plan. Th&sgs provide only the difference between thewudated benefits and the IRS limits, and
the formula is the same for all U.S. employees.
The cost of both employee and post-employrhentfits is partially borne by the employee, inatgdeach executive officer.

Perquisites

The company provides very limited perquisites tearive officers. The company aircraft is made laée for the personal use of

Dr. Lechleiter, where the committee believes ttmugty and efficiency benefits to the company digautweigh the expense. Dr. Lechleiter
did not use the corporate aircraft for personghtis during 2009. Until March 1, 2009, the compairgraft was made available to other
executive officers for the more limited purposdraf/el to outside board meetings. However, the @mwmo longer allows this use.
Depending on seat availability, family members dautive officers may travel on the company airfctafaccompany executives who are
traveling on business. There is no incremental wote company for these trips.

The Lilly Deferred Compensation Plan

Executives may defer receipt of part or all of tfesish compensation under The Lilly Deferred Comsp&an Plan (the deferred compensa
plan). The plan allows executives to save for eatient in a tax-effective way at minimal cost to ¢benpany. Under this unfunded plan,
amounts deferred by the executive are credited attarest rate of 120 percent of the applicabdiefal long-term rate, as described in more
detail following the Nonqualified Deferred Competiga in 2009 table on page 48.

Severance Benefits

Except in the case of a change in control of thamany, the company is not obligated to pay severemoamed executive officers upon
termination of their employment; any such paymeamésat the discretion of the committee. See foet2db the Potential Payments Upon
Termination of Employment table on page 49 for scdption of a severance arrangement for Dr. Paul.

The company has adopted a changesimiol severance pay plan for nearly all employaahe company, including the executive offic
The plan is intended to preserve employee moralgapductivity and encourage retention in the fakcéhe disruptive impact of an actual or
rumored change in control. In addition, for exeeesi, the plan is intended to align executive aradediolder interests by enabling executives
to consider corporate transactions that are ilb#®t interests of the shareholders and other toests of the company without undue conc
over whether the transactions may jeopardize tkeewives’ own employment.

Although there are some differences in betefiéls depending on the employe@b level and seniority, the basic elements efiilan art
comparable for all reqular employees:

. Double trigger.Unlike “single trigger” plans that pay out immedibtupon a change in control, the Lilly plan getigreequires a
“double trigger"—a change in control followed by an involuntary lo€mployment within two years thereafter. Thisassisten
with the purpose of the plan, which is to providepdoyees with a guaranteed level of financial prtit& upon loss of
employment. A partial exception is made for outditag PAs, a portion of which would be paid out ugochange in control on a
prc-rated basis for time worked based on
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forecasted payout level at the time of thangje in control. The committee believes this plpédgment is appropriate because of
the difficulties in converting the Lilly EPS targahto an award based on the surviving compaiEPS. Likewise, if Lilly is not th
surviving entity, a portion of outstanding SVAspiaid out on a preated basis for time worked up to the change irirobbased o
the merger price for Lilly stocl

. Covered terminationE€mployees are eligible for payments if, within tyears of the change in control, their employment is
terminated (i) without cause by the company orf¢ir)good reason by the employee, each as is adkfimthe plan. See pages 88-
for a more detailed discussion, including a disitusef what constitutes a change in cont

. Two-year protectionsEmployees who suffer a covered termination recejvéo two years of pay and benefit protection. Ehes
provisions assure employees a reasonable peripbtection of their income and core employee bénefion which they depend
for financial security

— Severance paymeriligible terminated employees would receive a seves payment

ranging from six months’ to two years’ base sal&yecutives are all eligible for two years’
« All regular employees covere base salary plus cash bonus, with bonus estableh#te higher of the then-current year’s
bonus target or the last bonus paid prior to trengk in control. Beginning in October 2010,
the bonus portion of this payment will be estaldisivased on bonus target or

Change in Control Severance:

» Double trigge!

« Two-year cash pay protectic — Benefit continuatiorBasic employee benefits such as health and liferamee would be
continued for up to two years following terminatiohemployment. All executives, includi

* 18-month benefit continuatio named executive officers, are entitled to two yeaesefit continuation. This period will be
reduced to 18 months beginning in October 2!

* Plan amendments effective . . . . .
October 201 — Pension supplemerUnder the portion of the plan covering executiwetrminated

employee would be entitled to a supplement of tearg of age credit and two years of
service credit for purposes of calculating eligtiand benefit levels under the retirement
plan. This benefit will be eliminated beginning@ttober 2010
. Accelerated vesting of equity awarAny unvested equity awards at the time of termaratf employment would become vest
. Excise tay. In some circumstances, the payments or otheffiteneceived by the employee in connection witthange in control
could exceed the certain limits established unéeti®&n 280G of the Internal Revenue Code. The eyeglavould then be subject
to an excise tax on top of normal federal inconxe Beecause of the way the excise tax is calculat@a@n impose a large burden
on some employees while similarly compensated eyagl® will not be subject to the tax. The costhi ¢xcise tax and
associated gross-ups would be borne by the compamployees would pay income tax resulting fromesamnce payments.) To
avoid triggering the excise tax, payments that waitherwise be due under the plan that are uprée thercent over the IRS limit
will be cut back to the IRS limit. Effective in Qutter 2010, this cutback threshold will be raisetivie percent above the IRS lin

Share Ownership and Retention Guidelines; Hedging ®hibition

Share ownership and retention guidelines helpgtefa focus on lonterm growth. The committee has adopted a guideégairing the CE(
to own Lilly stock valued at least five times hisher annual base salary. The committee reviseduftelines in 2009 for other executive
officers to require ownership of a fixed numbesbéres based on position rather than a multipsalaiy. The fixed number of shares
eliminates volatility in the share ownership reguients that can occur with sharp movements in givare. Until the guideline level is
reached, the executive officer must retain all texgsholdings as well as 50 percent of net shagsslting from new equity payouts. Lilly
executives have a long history of maintaining esienholdings in Lilly stock, and all establisheceutive officers already meet or exceed
the guideline. All new executive officers are asclt to meet or exceed the guideline within the fewtyears. Dr. Lechleiter currently holds
shares valued, as of year-end 2009, at over 1Xktimsesalary. The following table shows the reqlisbare levels for the remaining named
executive officers:
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Prior Share Revised Share

Executive Requirement Requirement  Meets Requiremen
Dr. Paul 54,39 55,00( Yes
Mr. Carmine 49,897 55,00( Yes
Mr. Rice 42,407 55,00( Yes
Mr. Armitage 42,00¢ 42,00( Yes

Executive officers are also required to retdirshares received from the company equity progranet of acquisition costs and taxes, for at
least one year, even once share requirements leaverbet. For PAs, this requirement is met by pathegaward in the form of restricted
stock units. As a result, executive officers expreeced the same type of financial loss from theidedh stock value during 2009 as other L
shareholders. Employees are not permitted to héaigeeconomic exposures to Lilly stock throughrsisales or derivative transactions.

Tax Deductibility Cap on Executive Compensation

U.S. federal income tax law prohibits the companoytaking a tax deduction for certain compensapiaia in excess of $1,000,000 to cer
executive officers. However, performance-based @maation is fully deductible if the programs argraped by shareholders and meet other
requirements. Our policy is to qualify our inceletiompensation programs for full corporate dedilityitio the extent feasible and consistent
with our overall compensation objectives.

We have taken steps to qualify all incentiwauals (bonuses, PAs, and SVAS) for full deductipidis “performance-based compensation.”
The committee may make payments that are not éidtjuctible if, in its judgment, such payments a¥eassary to achieve the company’s
compensation objectives and to protect sharehalierests. For 2009, the non-deductible compensatialer this law was slightly less than
the portion of each of Dr. Lechleiter’s and Dr. Pabase salaries that exceeded $1,000,000 as simoitvea Summary Compensation Table.

Executive Compensation Recovery Policy and Other Bk Mitigation Tools

All incentive awards are subject to forfeiture piio payment upon termination of employment ordisciplinary reasons. In 2009, the
committee adopted an expanded executive compensatiovery policy applicable to executive officéfeae company can recover incentive
compensation (cash or equity) that was based aeahent of financial results that were subsegyeh# subject of a restatement if the
executive officer engaged in intentional miscondhet caused or partially caused the need forebtatement and the effect of the
wrongdoing was to increase the amount of bonusaaritive compensation. The expanded policy alsmipgthe recovery or “claw back” of
all or a portion of any incentive compensation aympent in the case of materially inaccurate finalhstiatements or material errors in the
performance calculation, whether or not they resudt restatement and whether or not the execoffiger has engaged in wrongful conduct.
Recoveries under this “no-fault” provision cannetemd back more than two years.

The recovery policy applies to any incentieenpensation awarded or paid to an employee ateihen he or she is an executive officer.
Subsequent changes in status, including retiremreiermination of employment, do not affect the pamy’s rights to recover compensation
under the policy.

In addition to the executive compensation vecy policy, the committee and management haveamphted compensation program
design features to mitigate the risk of compensagbimgrams encouraging misconduct or excessivetaiskg. First, incentive programs are
designed using a diversity of meaningful finanamtrics (growth in total shareholder return, meadwver three years, net sales, and EPS,
measured over one and two years), thus providiogjanced approach between short- and long-ternopeaince. The committee reviews
incentive programs each year against the objectif’éfse programs, assesses any features that enotiirage excessive risk-taking, and
makes changes as necessary. Second, managemenplesented effective controls that minimize unimded and willful reporting errors.

The committee does not believe it is practicapply a specific claw-back policy to SVAs siritis very difficult to isolate the amount, if
any, by which the stock price might benefit fronsatated earnings over a three-year performancedién this case, the committee has the
authority to exercise downward discretion to redoicerithhold payouts.

2010 Compensation Actions
Several changes to the company’s executive compengaogram will take effect in 2010:
. In light of the business challenges the compawgd, Dr. Lechleiter requested that he receivacrease in base salary or
incentive targets in 2010. The committee agreeddmtain his 2009 compensation package for 2
. The transition from a one-year PA to a two-yeAnhll be completed, and PA targets will be revigedhave a threshold payout of
50 percent of target (rather than zero) and a maiximpayout of 150 percent of target (rather than@8@ent)
. Changes to the change in control severance payg thah generally reduce benefits are effective Bat@010
. Changes to the retirement and retiree medicalsptiaat reduce benefits for employees retiringrgnage 65 were effective
January 201(

Compensation Committee Report

The compensation committee (“we” or “the commitdeeValuates and establishes compensation for e@xeaifficers and oversees the
deferred compensation plan, the company’s managestak plans, and other management incentive fibeard perquisite programs.
Management has the primary responsibility for thepany’s financial statements and reporting prqgdastuding the disclosure of executive
compensation. With this in mind, we have reviewred discussed with management the “CompensatioruBssan and Analysis” found on
pages 27-39 of this proxy statement. The commisteatisfied that the “Compensation Discussion andlysis” fairly and completely
represents the philosophy, intent,
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and actions of the committee with regard to ex@eutbmpensation. We recommended to the board eftdirs that the “Compensation
Discussion and Analysis” be included in this praxgtement for filing with the Securities and Exap@i€ommission.

Compensation Committee
Karen N. Horn, Ph.D., Chair
Michael L. Eskew

J. Erik Fyrwald

R. David Hoover

Ellen R. Marram

Summary Compensation Table

Non-Equity

Stock Option Incentive Plan Change in All Other Total
Name and Principal Salary Awards Awards Compensation Pension Value Compensatior Compensation
Position Year $ $)2 $)2 $)3 ($)4 ($)5 $)
John C. Lechleiter, Ph.D.2 200¢ $1,483,33 $11,250,00 $0 $3,551,101 $4,553,12! $90,09: $20,927,64
Chairman, President, and Ch 200¢ $1,339,12! $ 8,125,001 $0 $2,709,05: $2,221,59° $87,10% $14,481,88
Executive Officel 2007 $1,149,08: $ 4,972,500 $0 $2,160,27 $ 921,39 $70,76: $ 9,274,01!
Steven M. Paul, M.D. 200¢ $1,023,45! $ 4,500,001 $0 $1,575,091 $2,302,59! $16,68: $ 9,417,811
Executive Vice President, Scier 200¢ $1,000,25! $ 3,750,001 $0 $1,309,32' $1,586,47. $18,37: $ 7,664,42.
and Technology and Preside 2007 $ 960,33: $ 3,000,001 $0 $1,534,61. $ 738,46: $13,50( $ 6,246,90
Lilly Research Laboratorie
Bryce D. Carmine 200¢ $ 916,66 $ 4,500,001 $0 $1,410,75! $1,776,53 $57,00: $ 8,660,95!
Executive Vice President ai 200¢ $ 783,11 $ 3,750,001 $0 $1,006,13! $1,158,72! $53,497 $ 6,751,46!
President, Established Marki
Business Uni
Derica W. Rice 200¢ $ 892,50( $ 4,500,001 $0 $1,220,941 $ 977,74: $54,83¢ $ 7,646,01
Executive Vice President, Glok 200¢ $ 834,11 $ 3,000,001 $0 $1,027,63 $ 455,22¢ $86,03¢ $ 5,403,00!
Services and Chief Financi 2007 $ 747,58 $ 2,137,501 $0 $1,054,09: $ 194,46¢ $78,78% $ 4,212,43
Officer
Robert A. Armitage 200¢ $ 811,16 $ 3,000,001 $0 $1,109,67! $ 775,28 $49,90: $ 5,746,03
Senior Vice President ar 200¢ $ 778,76 $ 2,137,501 $0 $ 959,44: $ 536,28 $53,13¢ $ 4,465,12!
General Counst 2007 $ 741,66 $ 2,137,500 $0 $1,045,75! $ 297,72 $45,55: $ 4,268,19

1 Supplement to the Summary Compensation TAkleiscussed in the “Compensation Discussion aralysis” section, both a one-year
and a two-year PA were granted in 2009, as pastiofransition to a twgrear award, which was implemented in responsedoesiolde
feedback. The two grants in 2009 provided the dpdty for participants to receivene and only onPA payout each year — without
skipping a year. The grant date fair market valutne one-year award was the same as that of theyéar award for each member of
global management (including executive officerd)e Bupplemental table below shows total 2009 cosgi@m for Dr. Lechleiter,
including one PA grant rather than two, which tbenpany believes is more representative of his drocompensation. In addition,
changes in interest rates resulted in a significhanhge in pension value in 2009 (see footnotd@eThe change in pension value |
been restated using the same int-rate assumption used in 20(

Non-Equity
Stock Option Incentive Plan Change in All Other Total
Name and Principal Salary Awards Awards Compensation Pension Value Compensatior Compensation
Position Year ($) ($) (%) $) $)
John C. Lechleiter, Ph.L 200¢ $1,483,33: $7,500,00! $0 $3,551,101 $3,280,58: $90,09: $15,905,10
Chairman, President, and Ch 200¢ $1,339,12! $8,125,001 $0 $2,709,05: $2,221,59° $87,107 $14,481,88
Executive Officel 2007 $1,149,08: $4,972,50! $0 $2,160,27 $ 921,39 $70,76: $ 9,274,01!

Without these two reporting anomalies, Dr. liletter’s compensation would have increased 9.8 percent2®@8, which is consistent wi
his promotion to CEO during 2008, his assumptiothefrole of chairman of the board in 2009, andcttrapany’s strong financial
performance for 2009. The increase in Dr. Lechlsite009 total compensation includes increasesstbése salary, bonus target, and equity
grant targets and reflects strong company perfocmameasured by growth in revenue and EPS, butdggmgrformance in total shareholder
return. (See the “Compensation Discussion and Aiglybeginning on page 27 for key company perfarceametrics and their associated
impact on Dr. Lechleiter’'s 2009 compensation.)

2 These columns show the grant date fair valuemairds computed in accordance with stock-based cosapien accounting rules (FASB
ASC Topic 718) for 2007, 2008, and 2009. Valuesafoards subject to performance conditions (PAstameputed based upon the
probable outcome of the performance condition gh@fjyrant date for the award. (See the table ge 88 for target grant values for the
2008 and 2009 equity awards.) A discussion of #simptions used in calculating the award valuesimeapund in Note 8 to our 2009
audited financial statements on pages ___ of otmHAd-K.

The table below shows the minimum and maxinpassible payout for each of the PA grants includettie “Stock Awards” column of
the Summary Compensation Table (actual payouth&2009 PA are shown on page 42):

Name Award Type Payout Date Minimum Payout Maximum Payout
Dr. Lechleiter 2009 PA January 201 $0 $7,500,00!
200¢-2010 PA  January 201 $0 $7,500,00!
Dr. Paul 2009 PA January 201 $0 $3,000,00!
200¢-2010 PA  January 201 $0 $3,000,00!
Mr. Carmine 2009 PA January 201 $0 $3,000,00!
200¢-2010 PA  January 201 $0 $3,000,00!



Mr. Rice 2009 PA January 201
200¢-2010 PA  January 201
Mr. Armitage 2009 PA January 201

200¢-2010 PA  January 201

3 Payments for 2009 performance were made in M20di® under the bonus plan. No bonus was paid toreed executive officer except

as part of a nc-equity incentive plar

4 The amounts in this column are the change inipenalue for each individual, calculated by outuacy. The increase in incremental

$HLH B H

[oNoNoeNoe)

$3,000,00!
$3,000,00!
$2,000,00!
$2,000,00!

values in 2009 over 2008 was driven largely bydéerease in the discount rate from 6.9 percen®@82o 6.0 percent in 2009,

reflecting changes in interest rates. The impathigfchange is shown for Dr. Lechleiter in theemental table in footnote 1 above.
Dr. Paul's increase in value was also affected®ydars of additional service credit described agep47. No named executive officer

received preferential or abc-market earnings on deferred compensa

5 The table below shows the components of the Odlier Compensation” column for 2007 through 2008ictv includes the company
match for each individu’s savings plan contributions, tax reimbursememis,p@rquisites
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Total

Savings Tax “All Other
Name Year Plan Match Reimbursements! Perquisites Other Compensatior”
Dr. Lechleiter 200¢ $89,00( $ 1,091 $ 0 $ 0 $90,09:
200¢ $80,34¢ $ 6,75¢ $ 0 $ 0 $87,10°
2007 $68,94¢ $ 1,81¢ $ 0 $ 0 $70,76:
Dr. Paul 200¢ $14,70( $ 1,98 $ 0 $ 0 $16,68:
200¢ $13,80( $ 4,57 $ 0 $ 0 $18,37:
2007 $13,50( $ 0 $ 0 $ 0 $13,50(
Mr. Carmine 200¢ $55,00( $ 2,001 $ 0 $ 0 $57,00:
200¢ $46,98 $ 6,51( $ 0 $ 0 $53,49°
Mr. Rice 200¢ $53,55( $ 1,28¢ $ 0 $ 0 $54,83¢
200¢ $50,04% $ 6,24¢ $29,7422 $ 0 $86,03¢
2007 $44,85¢ $15,036 $ 0 $18,904 $78,78"
Mr. Armitage 200¢ $48,67( $ 1,232 $ 0 $ 0 $49,90:
200¢ $46,72¢ $ 6,41z $ 0 $ 0 $53,13¢
2007 $44,50( $ 1,051 $ 0 $ 0 $45,55:

These amounts reflect tax reimbursements forresgrefor each executiwesSpouse to attend certain company functions ifvglspous:
participation. Beginning in 2010, the company wib longer reimburse executive officers for thesesaFor Mr. Rice, these amounts
include taxes on income imputed for use of the @@ aircraft to attend outside board meeti

The incremental cost of Mr. Rice’s use of thepooate aircraft was $25,839 in 2008. We calcula¢eincremental cost to the company
of any personal use of the corporate aircraft basetthe cost of fuel, trip-related maintenancewctvel expenses, on-board catering,
landing fees, trip-related hangar and parking ¢@std smaller variable costs, offset by any timarshease payments by the executive.
Since the company-owned aircraft are used primésilyousiness travel, we do not include the fixedts that do not change based on
usage, such as pilots’ salaries, the purchase ebte company-owned aircraft and the cost of tesiance not related to trips. As of
March 1, 2009, executive officers are no longenpted to use corporate aircraft to attend outbidard meetings

For Mr. Rice, this amount includes $13,051 in texnbursements in 2007 for the payment describédadtmote 4 below
Reimbursement for an o\-withholding of taxes by the company in a prior y@&en Mr. Rice was on an overseas assignn

We have no employment agreements with our deewrecutive officers. However, Dr. Paul and Mr. Atage have been credited with

additional years of service (see page 47).

Grants of Plan-Based Awards During 2009

The compensation plans under which the giiarttse following table were made are generally dbsd in the “Compensation Discussion
and Analysis,” beginning on page 27, and includeltbnus plan, a non-equity incentive plan, and@8@? Lilly Stock Plan, which provides

for PAs, SVAs, stock options, restricted stock ¢gaand stock units.
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Estimated Possible Payout Estimated Possible and Future All Other

Under Non-Equity Payouts Under Equity Option
Incentive Plan Awards? Incentive Plan Awards? Awards: Number Grant Date
Compensation of Securities Fair Value
Committee Threshold Target Maximum Threshold Target Maximum Underlying of Equity
Name Grant Date Action Date $) ($) ($) (# shares) _(# shares) _(# shares) Options 3 Awards
Dr. Lechleiter = — $51,917 $2,076,66 $4,153,33.
2/9/200¢ 12/15/200: 51,83¢ 103,67° 207,35¢ $3,750,00!
2/9/200¢ 12/15/200: 54,95: 109,90¢ 219,81. $3,750,00!
2/9/200% 12/15/200: 48,74¢ 121,87: 170,62: $3,750,00!
0
Dr. Paul — — $23,02¢ $ 921,10 $1,842,21!
2/9/200¥ 12/15/200: 20,73¢ 41,4717 82,94: $1,500,00!
2/9/200%¢ 12/15/200: 21,98, 43,96: 87,92/ $1,500,00!
2/9/200% 12/15/200: 19,50 48,74¢ 68,24¢ $1,500,00!
0
Mr. Carmine = — $20,62t $ 825,00( $1,650,00!
2/9/200¢ 12/15/200: 20,73¢ 41,471 82,94 $1,500,00!
2/9/200% 12/15/200: 21,98. 43,96: 87,92¢ $1,500,00!
2/9/200€ 12/15/200: 19,50 48,74¢ 68,24¢ $1,500,00!
0
Mr. Rice — — $17,85( $ 714,00( $1,428,00!
2/9/200¢ 12/15/200: 20,73¢ 41,471 82,94 $1,500,00
2/9/200$¢ 12/15/200: 21,98. 43,96: 87,92¢ $1,500,00!
2/9/200¢€ 12/15/200: 19,50(C 48,74¢ 68,24¢ $1,500,00
0
Mr. Armitage = — $16,22: $ 648,93 $1,297,86
2/9/200¢ 12/15/200: 13,82« 27,647 55,29/ $1,000,00!
2/9/200% 12/15/200: 14,65¢ 29,30¢ 58,61¢ $1,000,00!
2/9/200% 12/15/200: 13,000 32,49¢ 45,49¢ $1,000,00!
0]

1 These columns show the threshold, target, and maxipayouts for 2009 performance under the bonus Bla described in the secti
titted “Cash Incentive Bonuses” in the “Compensafiiscussion and Analysis,” bonus payouts range fzero to 200 percent of target.
The bonus payment for 2009 performance has beep bvesbd on the metrics described, at 171 perceatgst, and is shown in the
Summary Compensation Table in the column ti* Non-Equity Incentive Plan Compensati”

2 These columns show the range of payouts tardete2D09 performance under the 2002 Lilly StockPda described in the sections
titted: “Equity Incentives—Performance Awards” aftthjuity Incentives—Shareholder Value Awards” in tf@ompensation Discussi
and Analysis” PA payouts range from zero to 200 percent of ta§jé¢A payouts range from zero to 140 percent afea

3 No stock options were granted to named executiffeen$ in 2009. The company discontinued grantiogksoptions in 2007
4 These rows show the 2009 PA grants with e-year performance period. The 2009 PA payout is shiownore detail below

5 These rows show the 2009-2010 PA grants withcaytear performance period. The 2009-2010 PA pawilube determined in
January 2011

6 These rows show the 2C-2011 SVA grants. The payout for the 2-2011 SVA will be determined in January 20

Our two-year PA, granted in 2009, will pay gufianuary 2011 based on cumulative EPS for 2862810. Our transitional one-year PA,
granted in 2009, paid out in January 2010, anchéimed executive officers received the restrictedteshinits shown in the table below. For
2009 performance, payouts were 200 percent ofttdigerder to receive a PA payout, a participaoshhave remained employed with the
company through December 31, 2009 (except in the ofdeath, disability, or retirement). In additian executive who was an executive
officer at the time of grant and at the time of patyreceived payment in restricted share unitsdNmlends accrue on either PAs or SVAs
during the performance period. Non-preferentialdéwnds are accrued during the PAS’ one-year réistniperiod and are paid upon vesting.
Each executive was awarded the restricted stodk igentified in the table below, and the unitsl wéimain restricted (and subject to forfeit
if the executive resigns) until February 2011, htol time the units will be paid out in the formsifares. Beginning in 2010, the threshold
payout for PAs will be 50 percent of target (rattiem zero) and the maximum payout will be 150 @etrof target (rather than 200 percent).

Performance
Name Awards Value at Payout
Dr. Lechleiter 207,35: $7,497,92
Dr. Paul 82,94 $2,999,18:
Mr. Carmine 82,94: $2,999,18:
Mr. Rice 82,94: $2,999,18:
Mr. Armitage 55,29 $1,999,43.

SVAs granted in 2009 will pay out at the efithe three-year performance period according ¢éogifid shown on page 34 of the
“Compensation Discussion and Analy’
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Outstanding Equity Awards at December 31, 2009

Option Awards Stock Awards
Equity
Equity Incentive
Incentive Plan Awards:
Plan Awards: Market or
Number of Payout Value
Number of Unearned of Unearned
Number of Shares Market Value Shares, Units, Shares, Units,
Securities or Units of of Shares or or Other or Other
Underlying Stock That Units Rights That Rights That
Unexercised Option Option Have Not of Stock That Have Not Have Not
Options (#)1 Exercise Expiration Vested Have Not Vested Vested Vested

Name Exercisable Price ($) Date #) $ #) $)

Dr. Lechleiter 121,872 $4,352,04!
86,413 $3,085,80:i

219,814 $7,849,48

207,355 $7,404,61.

111,046 $3,965,27.
140,96:¢ $56.1¢ 2/9/201¢
127,81: $55.6¢ 2/10/201!
200,00( $73.11 2/14/201-
120,00( $57.8¢ 2/15/201:
120,000 $75.92 2/17/201:
60,00( $79.2¢ 10/4/201:
10,00( $88.41  12/17/201i
100,00( $88.41  12/17/201!

Dr. Paul 48,742 $1,740,82'
39,883 $1,424,22:
87,924 $3,139,76!

82,945 $2,961,85!

51,24 $1,830,10:

5,00 $ 178,55(
72,28¢ $56.1¢ 2/28/201!
85,20" $55.6¢ 2/10/201!
120,00( $73.11 2/14/201-
50,00( $57.8¢ 2/15/201:
46,00( $75.92 2/17/201:
23,00( $79.2¢ 10/4/201:
75,90( $73.9¢ 2/18/201:
25,00( $88.41  12/17/201i
25,00( $88.41  12/17/201
50,00( $88.41  12/17/201

Mr. Carmine 48,742 $1,740,82
39,883 $1,424,22:
87,924 $3,139,76!

82,94 $2,961,85!
51,24¢ $1,830,10:

37,65 $56.1¢ 2/9/201¢

42,60 $55.6¢ 2/10/201!

55,00( $73.11 2/14/201:

57,00( $57.8¢ 2/15/201:

50,00( $75.92 2/17/201:

23,00( $79.2¢ 10/4/201:

50,60( $73.9¢ 2/18/201:

Mr. Rice 48,742 $1,740,82'
31,906 $1,139,36:
87,924 $3,139,76!

82,945 $2,961,85!

40,99% $1,464,07.
30,00( $52.5¢ 4/29/201¢
27,10¢ $56.1¢ 2/9/201¢
23,07" $55.6¢ 2/10/201!
25,00( $73.11 2/14/201-
11,20( $57.8¢ 2/15/201:
10,00( $75.92 2/17/201:
5,00( $79.2¢ 10/4/201:
12,00( $73.9¢ 2/18/201:

Mr. Armitage 32,49¢ $1,160,53!
22,733 $ 811,79
58,61¢4 $2,093,17

55,294 $1,974,54!



54,21;
53,254
80,00(
80,00(
23,80(

7,00(
23,10(

$56.1¢
$55.6¢
$73.11
$57.8¢
$75.92
$79.2¢
$73.9¢

2/9/201¢
2/10/201!
2/14/201-
2/15/201:
2/17/201:
10/4/201:
2/18/201:
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These options vested as listed in the table bélpexpiration date. In addition, Dr. Paul’'s opsoexpiring February 28, 2015 vested on
February 10, 2009, and his options expiring Decerilfie2010 were granted outside of the normal aneyce and vested in three
installments, as follows: 25 percent on Decembe2095; 25 percent on December 18, 2008; and S&peon November 2, 200

0 N o O

Expiration Date Vesting Date Expiration Date Vesting Date
04/29/201€ 05/01/200¢ 02/17/201z2 02/18/200¢
02/09/201¢€ 02/10/200¢ 10/04/2011 10/03/200z
02/10/201¢ 02/11/200¢ 02/18/2011 02/20/200¢
02/14/201< 02/19/2007 12/17/201C 12/18/200:2
02/15/201z 02/17/200¢

SVAs granted for 2002011 performance period that will end December2®1,1. The number of shares reported in the taffilects the
target payout, which will be made if the averagelstprice in November and December 2011 is betv#8&50 and $41.99. Actual
payouts may vary from zero to 140 percent of targat the performance period ended at year-end,2088%ayout would have been
60 percent of target. Should this award pay outHaul will receive a prorated payout in January20eflecting his retirement after
14 months of the thr-year performance perio

SVAs granted for the performance period 2@080 that will end December 31, 2010. The numbehafes reported in the table refle
the target payout, which will be made if the averatpck price in November and December 2010 is domtv62.00 and $65.99. Actual
payouts may vary from zero to 140 percent of taigatl the performance period ended at year-end,208%ayout would have been
zero. Should this award pay out, Dr. Paul will ieeea prorated payout in January 2011, reflectiisgétirement after 26 months of the
three-year performance perio

Maximum number of PA shares that could pay ouainuary 2011 for 2002010 performance provided performance goals are Amgt
shares resulting from this award will pay out ia form of restricted stock units, vesting Februzdg2. Should this award pay out,

Dr. Paul will receive a prorated payout in Febru2® 2, reflecting his retirement after 14 monthshef twc-year performance perio

PA paid out in January 2010 as restricted stoctsdar 2009 performance. These shares will veBeioruary 2011
PA shares paid out in January 2009 for 2008 peidoga. These shares vested in February 2
These shares were forfeited upon Dr. ’s retirement on February 28, 20.

Dr. Lechleiter transferred 118,683 shares of tpigon to a trust for the benefit of his childrengdahese shares vested on April 30, 2!
50,734 shares of this option are held in trusttierbenefit of Dr. Lechleiter’s children, and tlenainder has been transferred back to
Dr. Lechleiter.
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Options Exercised and Stock Vested in 2009

Option Awards Stock Awards?

Number of Shares Acquirec Value Realized Number of Shares Acquired Value Realized

Name on Exercise (#) on Exercise ($} on Vesting (#) on Vesting ($)
Dr. Lechleiter 0 $0 73,358 $2,700,89
04 $ 0
Dr. Paul 0 $0 44,256 $1,629,501
04 $ 0
Mr. Carmine 0 $0 —3 —
6,192 $ 223,90
Mr. Rice 0 $0 31,533 $1,161,00:
04 $ 0
Mr. Armitage 0 $0 31,533 $1,161,00:
04 $ 0

1 Amounts reflect the difference between the eserprice of the option and the market price atithe of exercise. All outstanding stock

options are currently under wat
2 Amounts reflect the market value of the stock andhy the stock veste

3 With the exception of Mr. Carmine (who was notexecutive officer when these awards were granthdye shares represent PAs
issued in January 2008 (as restricted stock grémt€ompany performance in 2007 and were subgefudrfeiture until they vested in
February 2009

4 For Mr. Carmine, these shares represent a pajdhe SVA granted for the 2007-2009 performanagogde which vested on
December 31, 2009. Mr. Carmine (along with all ofbarticipants who were not executive officershat time of grant) received a
payout at 60 percent of target. This SVA did not pat for any executive officer, because the comg’s stock was below $63.0

Retirement Benefits

We maintain two plans to provide retirement incdmé&).S. employees, including executive officers:

. The 401(k) plana defined contribution plan qualified under Sectid@1(a) and 401(k) of the Internal Revenue Coddidipants
may elect to contribute a portion of their salaryte plan, and the company provides matching ibrtions on the employees’
contributions, in the form of Lilly stock, up toxgpercent of base salary. The employee contribstioompany contributions, and

earnings thereon are paid out in accordance wétttiehs made by the participant. See the Summamyp@asation Table on page 40

for information about company contributions to tieaned executive officer

. The retirement plana tax-qualified defined benefit plan that prowdeonthly benefits to retirees. See the Summarygemsation
Table on page 40 for additional information abdt Yalue of these pension benel

Sections 401 and 415 of the Internal Reverae@enerally limit the amount of annual pensiat tan be paid from a tax-qualified plan

($195,000 in 2009) as well as the amount of anearalings that can be used to calculate a pensiwefib245,000 in 2009). However, sir
1975 the company has maintained a nonqualifiedipemsan that pays retirees the difference betwlheramount payable under the

retirement plan and the amount they would haveivedewithout the retirement plan’s limits. The noadjfied pension plan is unfunded and

subject to forfeiture in the event of bankruptcy.

The following table shows benefits that thened executive officers are entitled to under thigenment plan.
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Pension Benefits in 2009

Number of Years o Present Value of Payments During

Name Plan Credited Service  Accumulated Benefit ($)! Last Fiscal Year ($
Dr. Lechleiter2 retirement pla 30 $ 1,031,20:
nonqualified pla 30 $ 13,041,16

total $ 14,072,36 $ 0
Dr. PaulB retirement pla 17 $ 489,49:
nongualified pla 17 $ 8,506,72

total $ 8,996,21' $ 0
Mr. Carmine? retirement pla 34 $ 1,313,14.
nonqualified pla 34 $ 6,036,72!

total $ 7,349,87. $ 0
Mr. Rice retirement pla 20 $ 364,48:
nonqualified pla 20 $ 1,871,87

total $ 2,236,35. $ 0
Mr. Armitage> retirement pla 10 $ 266,95:
nonqualified pla 10 $ 2,181,78!

total $ 2,448,73. $ 0

1 The calculation of the present value of the aadated benefit assumes a discount rate of 6.0 pencertality RP 2000CH (post-
retirement decrement only), and a joint and sunvbenefit of 50 percent until age 62 and 25 pertesrteafter

2 Dr. Lechleiter is currently eligible for earlytrement. He qualifies for approximately five pantéess than his full retirement benefit.
Early retirement benefits are further describeale

3 Dr. Paul retired effective February 28, 2010 guédlified for a full retirement benefit. His additial service credit, described below,
increased the present value of his nonqualifiedipenbenefit, shown above, by $3,306,¢

4 Mr. Carmine is currently eligible for full retiremebenefits

5 Mr. Armitage is currently eligible for early regiment. His additional service credit, describeldweincreased the present value of his
nonqualified pension benefit, shown above, by $44D, which is approximately two percent less thiarfiil retirement benefit

The retirement plan benefits shown in theaabk net present values. The benefits are nobjpaga a lump sum; they are generally pa
a monthly annuity for the life of the retiree andyaualifying survivor. The annual benefit undeg tietirement plan is calculated using the
average of the annual earnings for the highestdittenf the last 10 years of service (final averagmings). Annual earnings covered by the
retirement plan consist of salary and bonus caledlfor the amount of bonus paid (rather than teeldliand for the year in which earnings
paid (rather than earned or credited). In additionyears prior to 2003, the calculation inclu@s payouts. The amount of the benefit also
depends on the retiree’s age and years of servibe sime of retirement. In general, for benediterued before January 1, 2010, benefit

calculations were based on “points,” with an emplgg points equaling the sum of his or her age y#ass of service. Benefits accrued on or

after January 1, 2010 are based on years of seBfiggble employees who retired prior to Januar@10 could retire (i) at age 65 with at
least five years of service, (ii) at age 62 witheatst 80 points, or (iii) with 90 or more pointsdareceive an unreduced benefit for service
through December 31, 2009 and could elect earisereént with reduced benefits as described below:

. Employees with between 80 and 90 points couideratith a benefit that is reduced by three peréeneach year that the employee

has left to reach 90 points or age

. Employees who have less than 80 points, but whohed age 55 and have at least 10 years of servige retire with a benefit that
is reduced as described above and is further redugsix percent for each year that the employeddfato reach 80 points or age

65.
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For employees hired on or after February D82nd for all employees beginning January 1, 26retirement plan was amended, in
part, to modify the benefit formula used to caltellbenefits accruing thereafter. Eligible employeés retire on or after January 1, 2010 can
retire at 65 with at least five years of servicd agceive an unreduced benefit. Pension benefiteruhe amended retirement plan are red
for employees retiring before age 65.

For retirees with spouses, domestic partmergnmarried dependents, the plan will pay survarmmuity benefits upon the retiree’s death at
25, 50, or 75 percent of the retiree’s annuity figndepending on the employee’s elections. Electbthe higher survivor benefit will result
in a lower annuity payment during the retiree’s.lifll U.S. retirees, or their eligible survivoesge entitled to medical insurance under the
company’s plans.

Following the recruitment by the company armdaul of his successor, Dr. Lundberg, Dr. Patile@ on February 28, 2010. Pursuant
2004 agreement with the company, Dr. Paul wasledtib 10 years of additional service credit forgmses of his pension (but not other
benefits) and a full pension benefit unreducecdefoty retirement if he remained employed past d&gerGvas terminated by Lilly before age
60 for reasons other than cause. In conjunctioh thié company’s hiring of Dr. Lundberg, the compaeguested and Dr. Paul agreed that he
would move his retirement date forward. As a reswdtwas eligible for a full pension benefit unreeld for early retirement. When
Mr. Armitage joined the company in 1999, the comypagreed to provide him with a retirement benedigdd on his actual years of service
and earnings at age 60. Since Mr. Armitage reaalgeds0 with 8.75 years of service, for purposedetérmining eligibility and calculating
his early retirement reduction, he has been treadatiough he has 20 years of service. The additgmvice credit made him eligible to be
reduced benefits 15 months early, but did not chahg timing or amount of his unreduced benefite\ig in the Pension Benefits in 2009
table on page 46). A grant of additional yearses¥ige credit to any employee must be approvedbybmpensation committee of the board
of directors.

Nongqualified Deferred Compensation in 2009

Aggregate
Executive Registrant Aggregate Withdrawals/ Aggregate
Contributions in Contributions in Earnings in Distributions in Balance at Last
Last Fiscal Year Last Fiscal Year Last Fiscal Year Last Fiscal Yeal Fiscal Year End

Name Plan $1* $2 $ $ $):
Dr. Lechleiter nonqualified savinc  $ 74,30( $ 74,30( $ 78,33¢ $ 974,48
deferred compensati  $ 1,354,522 — $ 277,89 $5,840,31
total $ 1,428,822 $ 74,30( $ 356,23! $0 $6,814,79
Dr. Paul nonqualified saving  $ 0 $ 0 $ 45,84: $ 541,32
deferred compensati  $ 0 — $ 0 $ 0
total $ 0 $ 0 $ 45,84: $0 $ 541,32
Mr. Carmine nonqualified saving  $ 40,30( $ 40,30( $ 36,95: $ 338,82
deferred compensati $  503,06¢ — $ 71,91 $1,538,18:
total $ 543,36¢ $ 40,30( $ 108,86 $0 $1,877,01
Mr. Rice nonqualified saving  $ 38,85( $ 38,85( $ 19,36¢ $ 301,61
deferred compensati  $ 0 — $ 0 $ 0
total $ 38,85( $ 38,85( $ 19,36¢ $0 $ 301,61
Mr. Armitage nonqualified savinc  $ 33,97( $ 33,97( $ 40,68 $ 420,98t
deferred compensati $ 936,23 — $ 228,03 $4,761,48!
total $ 970,20! $ 33,97( $ 268,71t $0 $5,182,47!

1 The amounts in this column are also includedhex3ummary Compensation Table on page 40, in tAlafB column (nonqualified
savings) or th“Non-Equity Incentive Plan Compensat” column (deferred compensatio
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2 The amounts in this column are also includedhexS3ummary Compensation Table on page 40, in tHeOther Compensation” column
as a portion of the savings plan mat

3 Of the totals in this column, the following amadsihave previously been reported in the Summarygemsation Table for this year and
for previous years

Name 2009 ($) Previous Years ($) Total ($)
Dr. Lechleiter $1,503,12 $3,879,53! $5,382,65!
Dr. Paul $ 0 $ 218,71: $ 218,71:
Mr. Carmine $ 583,66! $ 410,79 $ 994,46:
Mr. Rice $ 77,70( $ 182,60« $ 260,30«
Mr. Armitage $1,004,17! $3,706,38. $4,710,55!

The Nonqualified Deferred Compensation in 2@8e above shows information about two compawgmmes: the nonqualified savings
plan and the deferred compensation plan. The ndifigdasavings plan is designed to allow each erygéoto contribute up to six percent of
his or her base salary, and receive a company maggiond the contribution limits prescribed by IR& with regard to 401(k) plans. This
plan is administered in the same manner as théXpln with the same participation and investnedattions. Executive officers and other
U.S. executives may also defer receipt of all at phtheir cash compensation under the deferredpemsation plan. Amounts deferred by
executives under this plan are credited with irgea¢ 120 percent of the applicable federal lomgiteate as established the preceding
December by the U.S. Treasury Department undeid®et®74(d) of the Internal Revenue Code with mgntlompounding, which was
5.2 percent for 2009 and is 4.9 percent for 20H8tiéipants may elect to receive the funds in adugum or in up to 10 annual installments
following retirement, but may not make withdrawdlging their employment, except in the event oflship as approved by the
compensation committee. All deferral elections assbciated distribution schedules are irrevoc&uéh plans are unfunded and subject to
forfeiture in the event of bankruptcy.

Potential Payments Upon Termination or Change in Cotrol

The following table describes the potential payraemtd benefits under the company’s compensatiobanefit plans and arrangements to
which the named executive officers would be ertitipon termination of employment. Except for (ijtaa terminations following a change
in control of the company, as described below, @hdertain pension arrangements as shown belahdascribed under “Retirement
Benefits” above, there are no agreements, arrangsia plans that entitle named executive offiterseverance, perquisites, or other
enhanced benefits upon termination of their emplayimAny agreement to provide such payments orflisrie a terminating executive
officer (other than following a change in contrepuld be at the discretion of the compensation catam
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Potential Payments Upon Termination of Employmentds of December 31, 2009)
Acceleration anc
Continuation of

Continuation of Equity Awards
Incremental Medical / Welfare (unamortized Total
Cash Severanc  Pension Benefi ~ Benefits (present expense as ¢ Excise Tax Termination
Payment (present value’ value)? 12/31/09) Gross-Up Benefits
Dr. Lechleiter
« Voluntary retiremen $ 0 $ 0 $ 0 $ 0 $ 0 % 0
* Involuntary retiremet
or terminatior $ 0 $ 0 $ 0 $ 0 $ 0 % 0
* Involuntary or good
reason termination
after change in
control $ 10,102,20 $ 1,882,01 $ 60,21: $ 0 $4,406,96. $16,451,39
Dr. Paul 2
« Voluntary retiremen $ 0 $ 0 $ 0 $ 0 $ 0 % 0
* Involuntary retiremet
or terminatior $ 2,000,001 $ 3,669,08 $ 0 $ 0 $ 0 $ 5,669,08
* Involuntary or good
reason termination
after change in
control $ 0 $ 0 $ 0 $ 0 $ 0 % 0
Mr. Carmine
» Voluntary retiremen $ 0 $ 0 $ 0 $ 0 $ 0 % 0
* Involuntary retiremet
or terminatior $ 0 $ 0 $ 0 $ 0 $ 0 $ 0
* Involuntary or good
reason termination
after change in
control $ 4,669,501 $ 121,98t $ 24,00( $ 0 $1,647,73! $ 6,463,22.
Mr. Rice
« Voluntary terminatiol $ 0 $ 0 $ 0 $ 0 $ 0 % 0
* Involuntary retiremet
or terminatior $ 0 $ 0 $ 0 $ 0 $ 0 % 0
e Involuntary or good
reason termination
after change in
control $ 4,243,88! $ 215,30: $ 24,00( $ 3,827,116 $3,516,81  $11,827,16
Mr. Armitage
« Voluntary retiremen $ 0 $ 0 $ 0 $ 0 $ 0 9 0
e Involuntary retiremet
or terminatior $ 0 $ 0 $ 0 $ 0 $ 0 $ 0
* Involuntary or good
reason termination
after change in
control $ 3,852,15: $ 456,74¢ $ 24,00( $ 0 $1,527,01. $ 5,859,91!

1 See “Accrued Pay and Regular Retirement Bendditsl’“Change-in-Control Severance Pay Plan—Contimuaf medical and welfare
benefit” on pages 4-51.

2 Following the successful recruitment of his sssoe, the company asked and Dr. Paul agreed tloatlér to accommodate a smooth
transition, Dr. Paul would retire February 28, 204@hange from his plan to retire later in therysae page 47 for more information
about Dr. Par’'s retirement benefits). Dr. Paul received the sawa payment shown upon his retirem

Accrued Pay and Regular Retirement BenefitsThe amounts shown in the previous table do notidelpayments and benefits to the extent
they are provided on a non-discriminatory basisaiaried employees generally upon termination gflegment. These include:
. Accrued salary and vacation pi
. Regular pension benefits under the retiremenmt afad the nonqualified pension plan. See “RetirdrBenefits” on page 45. The
amounts shown in the table above* Incremental Pension Ben¢” are explained belov
. Welfare benefits provided to all U.S. retireegluding retiree medical and dental insurance. dieunts shown in the table above as
“Continuation of Medical / Welfare Bene™ are explained belov
. Distributions of plan balances under the 401(&h@and the nonqualified savings plan. See thetiaerfollowing the Nonqualified
Deferred Compensation in 2009 table on page 4Bformation about the 401(k) plan, the deferred pensation plan, and the
nonqualified savings plal



The value of accelerated vesting of certain utegesquity grants upon retirement. Under the comygastock plans, employees who
terminate employment while retirement-eligible iigeeaccelerated vesting of unvested stock optiersdpt for options granted in
the 12 months before retirement, which are forégiteutstanding PAs and SVAs (which are paid oedaiced basis for time worked

during the performance period), and restrictedkstagarded in payment of previous P,
The value of option continuation upon retirem&khen an employee terminates prior to retiremantphher stock options are

terminated 30 days thereafter. Howe

49




when a retirement-eligible employee termisakes or her options remain in force until thelieaof five years after retirement or the
optior’s normal expiration dat

Deferred Compensation.The amounts shown in the table do not includeibigtions of plan balances under the deferred cosgtéon plan.
Those amounts are shown in the Nonqualified Defe@empensation in 2009 table on page 47.

Death and Disability. A termination of employment due to death or disgbdoes not entitle the named executive officerarty payments ¢
benefits that are not available to salaried empdeygenerally.

Termination for Cause. Executives receive no severance or enhanced peosioedical benefits and forfeit any unvested gogiitints.

Change-in-Control Severance Pay Plams described in the “Compensation Discussion andlysis” under “Severance Benefits” on pages
37-38, the company maintains a change-in-contrnersece pay plan (the CIC plan) for nearly all emgpks, including the named executive
officers. The CIC plan defines a change in contesy specifically, but generally the terms inclubtle occurrence of, or entry into, an
agreement to do one of the following: (i) acquisitof 15 percent (20 percent beginning Octobe2P@0) or more of the company’s stock;
(i) replacement by the shareholders of one thartke(half beginning October 20, 2010) or more ofttbard of directors; (iii) consummation
a merger, share exchange, or consolidation ofahgany; or (iv) liquidation of the company or satedisposition of all or substantially all
its assets. The amounts shown in the table foolimtary or good reason termination after changeointrol” are based on the following
assumptions and plan provisions:

Covered terminations’he table assumes a termination of employmentisheligible for severance under the terms of threesu

plan, based on the named executive’'s compensiimefits, age, and service credit at December@19.2Eligible terminations
include an involuntary termination for reasons othean for cause, or a voluntary termination byekecutive for good reason, witt
two years following the change in contr

A termination of an executive officer by the camg is for cause if it is for any of the followimgasons: (i) the employee’s
willful and continued refusal to perform, withoeglal cause, his or her material duties, resultindeimonstrable economic
harm to the company; (ii) any act of fraud, distgiggor gross misconduct resulting in significacbmomic harm or other
significant harm to the business reputation ofdtvpany; or (iii) conviction of or the entering@plea of guilty onolo
contendereto a felony.

A termination by the executive officer is for gbeason if it results from: (i) a material dimiiwt in the nature or status of
the executive’s position, title, reporting relattip, duties, responsibilities, or authority, oe #issignment to him or her of
additional responsibilities that materially incredss or her workload; (ii) any reduction in theeeutive’s then-current base
salary; (iii) a material reduction in the executsvepportunities to earn incentive bonuses belavg¢hn effect for the year
prior to the change in control; (iv) a materialuetion in the executive’s employee benefits from lienefit levels in effect
immediately prior to the change in control; (v) fhdure to grant to the executive stock optionsck units, performance
shares, or similar incentive rights during eachrdnth period following the change in control on Hasis of a number of
shares or units and all other material terms &t lag favorable to the executive as those riglaistgd to him or her on an
annualized average basis for the three-year pariotediately prior to the change in control; or ()ocation of the
executive by more than 50 mile

Cash severance paymeRepresents the CIC plan benefit of two times thplepee’s 2009 annual base salary plus two times the
employe’s cash bonus for 2009 under the bonus |
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Incremental pension beneiRepresents the present value of an incrementaluadifigd pension benefit of two years of age credit
and two years of service credit that is providedarrthe CIC plan. The incremental pension benéfithe discontinued October 20,
2010. The following standard actuarial assumptiwase used to calculate each indivic' s incremental pension bene

Discount rate 6.0 percen
Mortality (pos-retirement decrement only RP 2000CF
Joint and survivor benefit (% of pensio 50% until age 62; 25% thereaft

Continuation of medical and welfare benefikepresents the present value of the CIC plan’saguee, for two years following a
covered termination, of continued coverage equitdle the company’s current active employee medistal, life, and long-term
disability insurance. Effective October 20, 201 toverage period will be reduced to 18 months. Sdme actuarial assumptions
were used to calculate continuation of medicalweatiare benefits as were used to calculate incréah@ension benefits, with the
addition of an assumed COBRA rate of $12,000 per.’

Acceleration and continuation of equity awarUnder the CIC plan, upon a covered termination, amyested stock options,
restricted stock, or other equity awards would vastl options would be exercisable for up to tlyess following termination.
Payment of SVAs is accelerated in the case of ageghan control in which Lilly is not the survivirentity. In the event of a change in
control the three retirement-eligible named exeeutifficers, Dr. Lechleiter, Mr. Carmine, and MmrAitage, would retire, and their
unvested equity awards would vest according ta teeins. The amount in this column represents theipusly unamortized exper
that would be recognized in connection with theede@tion of Mr. Rice’s unvested equity grantsatitition, the named executive
officer who is not retirement-eligible, Mr. Ricepwid receive the benefit under the CIC plan of cargtion of his outstanding stock
options for up to three years following terminatafremployment. There would be no incremental expdn the company for this
continuation because the options have already halgrexpensed

Excise tax reimbursemeiUpon a change in control, employees may be sutiezgrtain excise taxes under Section 280G of the
Internal Revenue Code. The company has agreedhtbuese the affected employees for those excisestax well as any income &
excise taxes payable by the executive as a refstiiegeimbursement. The amounts in the table asedhon a 280G excise tax rate of
20 percent and a 40 percent federal, state, adlilcmome tax rate. To reduce the company’s exgoguthese reimbursements, the
employee’s severance will be cut back by up toethpercent (five percent effective October 20, 20fithe effect is to avoid
triggering the excise tax under Section 28

Payments Upon Change in Control Aloneln general, the CIC plan is a “double trigger” plameaning payments are made only if the
employee suffers a covered termination of employtmeéthin two years following the change in contreimployees do not receive payments
upon a change in control alone, except that upaswomation of a change in control a partial payneéiutstanding PAs would be made,
reduced to reflect only the portion of the year kear prior to the change in control. For example, dhange in control occurred on June 30,
the employee would receive one-half of the valuthefPA, calculated based on the company’s therectfinancial forecast for the year.
Likewise, in the case of a change in control inahhLilly is not the surviving entity, SVAs will pagut based on the change-in-control stock
price and pro rated for the portion of the threarygerformance period elapsed.
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Ownership of Company Stock

Common Stock Ownership by Directors and Executive @icers
The following table sets forth the number of sharesompany common stock beneficially owned bydhrectors, the named executive
officers, and all directors and executive officassa group, as of February 2, 2010.

The table shows shares held by hamed execfficers in the 401(k) plan, shares credited mahcounts of outside directors in the Lilly
Directors’ Deferral Plan, and total shares benaficiowned by each individual, including the sharethese two plans. In addition, the table
shows restricted stock units that will be issuedtemes of common stock at the end of the restrigieriod and shares that may be purchased
pursuant to stock options that are exercisableinvd days of February 2, 2010. All of the stockiops shown are currently under water.

Stock Options
Exercisable Within
Directors’ Deferral Total Shares Owned 60 Days of

Name 401(k) Plan Shares Plan Shares! Beneficially 2 Restricted Stock Units3 February 2, 2010
Ralph Alvarez — 4,04( 4,04( — —
Robert A. Armitage 2,51¢ — 84,37: 55,29/ 321,37:
Sir Winfried Bischofft — 21,26( 23,26( 11,20(
Bryce D. Carming 5,47 — 81,21: 82,94 315,85!
Michael L. Eskew — 8,82¢ 8,82¢ — —
Martin S. Feldstein, Ph.L — 19,44¢ 20,44¢ — 8,40(
J. Erik Fyrwald — 24,42¢ 24,52¢ — —
Alfred G. Gilman, M.D.,

Ph.D. — 27,82: 27,82 — 14,00(
R. David Hoove! — 5,74¢ 6,74¢ — —
Karen N. Horn, Ph.C — 41,97t 41,97« — 14,00(
John C. Lechleiter, Ph.[ 15,497 — 273,94: 4 207,35¢ 878,77!
Ellen R. Marran — 19,44¢ 20,44¢ — 5,60(
Douglas R. Oberhelme — 4,04( 4,04( —
Steven M. Paul, M.C 1,054 — 77,931 82,94: 572,39¢
Franklyn G. Prendergast,

M.D., Ph.D. — 34,07: 34,07: 14,00(
Derica W. Rice 6,37¢ — 87,54 82,94 143,38!
Kathi P. Seifer — 29,67¢ 33,21 — 14,00(
All directors and executive officers as a group 2ople): 1,044,07.

1 See the description of the Lilly Direct’ Deferral Plan on page 1

2 Unless otherwise indicated in a footnote, eagh@elisted in the table possesses sole votingsaladinvestment power with respect to
their shares. No person listed in the table owneertttan _ percent of the outstanding common stbttke company. All directors ai
executive officers as a group own ____ percent@filitstanding common stock of the company. The emymcludes restricted stock
units for purposes of determining whether shareayalmp guidelines are me

3 The 2009 PAs paid out in January 2010 in restristedk units for 2009 performance. These shardssest in February 201
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4 The shares shown for Dr. Lechleiter include 12 di8dres that are owned by a family foundation foictvine is a director. Dr. Lechlei
has shared voting power and shared investment pwitlerespect to the shares held by the founda

Principal Holders of Stock
To the best of the company’s knowledge, the onhefieial owners of more than five percent of théstanding shares of the company’s
common stock are the shareholders listed below:

Number of Shares Percent of
Name and Address Beneficially Ownec Class

(asof /|

(asof /[

(asof [/

(asof /1

Items of Business To Be Acted Upon at the Meeting
Item 1. Election of Directors

Under the company’s articles of incorporation, tleard is divided into three classes with approxatyabne-third of the directors standing for
election each year. The term for directors elettédyear will expire at the annual meeting of sthatders held in 2013. Each of the nomir
listed below has agreed to serve that term. Ifdirgctor is unable to stand for election, the baagey, by resolution, provide for a lesser
number of directors or designate a substitutehénlatter event, shares represented by proxy maypteel for a substitute director.
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The board recommends that you vote FOR each of tHellowing nominees:
. Ralph Alvarez

Sir Winfried Bischofft

R. David Hoove!

Franklyn G. Prendergast, M.D., Ph.

Kathi P. Seifer

Biographical information about these nominees majolind on pages 8-9 of this proxy statement. médion about certain legal matters
may be found on page 64.

Item 2. Proposal to Ratify the Appointment of Prindpal Independent Auditor

The audit committee has appointed the firm of E&8toung LLP as principal independent auditor foe tompany for the year 2010. In
accordance with the bylaws, this appointment isdpsubmitted to the shareholders for ratificatimst & Young served as the principal
independent auditor for the company in 2009. Repradives of Ernst & Young are expected to be priesethe annual meeting and will be
available to respond to questions. Those repretbezdgavill have the opportunity to make a stateniktitey wish to do so.

The board recommends that you vote FOR ratifying tie appointment of Ernst & Young LLP as principal independent auditor for
2010.

Item 3. Proposal to Amend the Company'’s Articles ofncorporation to Provide for Annual Election of All Directors

The company’s amended articles of incorporatiomenuly provide that the board of directors is deddnto three classes, with each class
elected every three years. On the recommendatitireddirectors and corporate governance committeghoard has approved, and
recommends to the shareholders for approval, amentino provide for the annual election of all diogs. This proposal was brought before
shareholders in 2007, 2008, and 2009, and recéiedote of more than 75 percent of the outstangieges at each meeting; however, the
proposal requires the vote of 80 percent of thetanting shares to pass.

If approved, this proposal would become efiecupon the filing of amended and restated agioleincorporation containing these
amendments with the Secretary of State of Indiatmich the company would do promptly after shareaplbproval is obtained. Directors
elected prior to the effectiveness of the amendsenuld stand for election for one-year terms dheé then-current terms expire. This
means that directors whose terms expire at the 26d12012 annual meetings of shareholders woutddmed for one-year terms, and
beginning with the 2013 annual meeting, all dirextwould be elected for one-year terms at eachamaeeting. In addition, in the case of
any vacancy on the board occurring after the 20itial meeting, including a vacancy created by arease in the number of directors, the
vacancy would be filled through an interim electmnthe board, with the new director to serve mtending at the next annual meeting. At
all times, directors are elected to serve for thespective terms and until their successors haea klected and qualified. This proposal wi
not change the present number of directors or tlaedis authority to change that number and tafiy vacancies or newly created
directorships.
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Background of Proposal

This proposal is the result of ongoing review ofpmyate governance matters by the board. The baasikted by the directors and corporate
governance committee, considered the advantagedisaivantages of maintaining the classified be#matcture and eliminating the
supermajority voting provisions of the articlesredorporation (see Item 4 below). The board considi¢he view of some shareholders who
believe that classified boards have the effecedficing the accountability of directors to shardad because classified boards limit the
ability of shareholders to evaluate and electialadors on an annual basis. The election of dinsds the primary means for shareholders to
influence corporate governance. The board gaveaerable weight to the approval at the 2006 anmedting of a shareholder proposal
requesting that the board take all necessary stegect the directors annually, and to the 77 grréavorable vote for management’s
proposal in 2009 and 2008 (75 percent in 2007).

The board also considered benefits of retgittie classified board structure, which has a kistpry in corporate law. A classified
structure may provide continuity and stability fre tmanagement of the business and affairs of thgpany because a majority of directors
always have prior experience as directors of tepamy. In some circumstances classified boardsenbgnce shareholder value by forcing
an entity seeking control of the company to ingidiscussions at arnksngth with the board of the company, because ntigyecannot replac
the entire board in a single election. The boasd abnsidered that even without a classified b¢and without the supermajority voting
requirements, which the board also recommends reditimg), the company has defenses that work togéthdiscourage a would-be acquirer
from proceeding with a proposal that undervaluescimpany and to assist the board in respondisgdb proposals. These defenses include
other provisions of the company'’s articles of ipmation and bylaws (including the prohibition draseholders calling special meetings as
discussed in Item 5), as well as certain provismfisdiana corporation law.

The board believes it is important to maint@propriate defenses to inadequate takeover idglso important to retain shareholder
confidence by demonstrating that it is accountable responsive to shareholders. After balancingetirgerests, the board has decided to
resubmit this proposal to eliminate the classifiedrd structure.

Text of Amendments

Article 9(b) of the company’s amended articlesnafarporation contains the provisions that will iieeted if this proposal is adopted. This
article, set forth in Appendix A to this proxy statent, shows the proposed changes with deletialisaited by strike-outs and additions
indicated by underlining. The board has also adbptsforming amendments to the company’s bylawbgteffective immediately upon the
effectiveness of the amendments to the amendeddeartf incorporation.

Vote Required
The affirmative vote of at least 80 percent of dlstanding common shares is needed to pass tps$al.

The board recommends that you vote FOR amending theompany’s articles of incorporation to provide forannual election of all
directors.

Item 4. Proposal to Amend the Company’s Articles ofncorporation to Eliminate All Supermajority Votin g Requirements

Under the company’s amended articles of incorpomatiearly all matters submitted to a vote of shalders can be adopted by a majority of
the votes cast. However, our articles require aftewdamental corporate actions to be approved dyndiders of 80 percent of the outstant
shares of common stock (a “supermajority vote”;rappd by shareholders in 1985). Those actions are:
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Amending certain provisions of the articles of inmaration that relate to the number and terms fié@bf directors

— the compan'’s classified board structure, under which direcserye staggered thi-year terms

— aprovision that the number of directors shall ppec#fied solely by resolution of the board of dimrs
Removing directors prior to the end of their elddierm
Entering into mergers, consolidations, recapédions, or certain other business combinationls witRelated Person” — a party who
has acquired at least five percent of the compastg'sk (other than the Lilly Endowment or a compheyefit plan) without the prior
approval of the board of directo

Modifying or eliminating any of the above supernréjovoting requirements
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Background of Proposal

This proposal is the result of the board’s ongaigew of corporate governance matters. Each op#st three years, shareholder proposals
requesting that the board take action to elimitiagesupermajority voting requirements have beepaued by a majority of votes cast,
although by significantly less than the 80 peradrdutstanding shares that would be required to@@pa management proposal on the same
subject.

Assisted by the directors and corporate gawera committee and outside advisors, the boarddemesl the advantages and disadvantages
of maintaining its prior position of opposing thHarenation of the supermajority voting requiremenffe board considered that under certain
circumstances, supermajority voting provisions pasvide benefits to the company. The provisionsroafe it more difficult for one or a fe
large shareholders to take over or restructuredhgpany without negotiating with the board. In @vent of an unsolicited bid to take over or
restructure the company, the supermajority votirayisions encourage bidders to negotiate with therdh and increase the board’s
negotiating leverage on behalf of the shareholdérsy can also give the board time to considerradté/es that might provide greater value
for all shareholders.

The board also considered the potential agvesasequences of continuing to oppose eliminatidhe supermajority voting requiremer
While it is important to the company’s long-terntsess for the board to maintain appropriate defeagainst inadequate takeover bids, it is
also important for the board to maintain sharehoddafidence by demonstrating that it is responsive accountable to shareholders and
committed to strong corporate governance. Thisireguthe board to carefully balance sometimes cdimgpénterests. In this regard, the bo
gave considerable weight to the fact that for tlo@esecutive years, a substantial majority of shaoted have requested that the board take
steps to eliminate the supermajority voting prauisi. Many shareholders believe that supermajodting provisions impede accountability
to shareholders and contribute to board and manageemtrenchment. If the board were to continuepjmose eliminating the supermajority
vote, there is a risk that some shareholders wioskel confidence in the company’s governance anubigsd, which could threaten the
company’s leadership stability and ability to caont its long-term strategies for growth and susces

The board also considered that even withaustipermajority vote (and without the classifiedralp which the board also recommends
eliminating), the company has defenses that wagkttter to discourage a woub@-acquirer from proceeding with a proposal thateumalues
the company and to assist the board in respondisgah proposals. These defenses include otheispios of the company’s articles of
incorporation and bylaws (including the prohibition shareholders calling special meetings as dieclim Iltem 5), as well as certain
provisions of Indiana corporation law.

Therefore, the board believes the balancatefésts is best served by recommending to shatetsathat the articles of incorporation be
amended to eliminate the supermajority voting mimvis. By recommending these amendments, the li®daimonstrating its accountability
and willingness to take steps that address shatehekpressed concerns.

Text of Amendments

The supermajority voting provisions are contairmediticles 9(c), 9(d), and 13 of the company’sde of incorporation. Articles 9 and 13
are set forth in Appendix A to this proxy statemervith the proposed amendments noted. Deletionsdieated by strike-outs and additions
are indicated by underlining.

Vote Required
The affirmative vote of at least 80 percent of dstanding common shares is needed to pass tps$al.

The board recommends that you vote FOR amending theompany’s articles of incorporation to eliminate # supermajority voting
requirements.

Item 5. Shareholder Proposal on Allowing Shareholds to Call Special Meetings of Shareholders

RAM Trust Services, 45 Exchange Street, Portlanaing! 04101, on behalf of Dana Chatfield Jones, I&&hpus Drive, Berkeley,
California 94708, beneficial owner of approximat&B0 shares, has submitted the following proposal:
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Special Shareowner Meetings

RESOLVED, Shareowners ask our board to take the steps negéssanend our bylaws and each appropriate gongridocument to give
holders of 10% of our outstanding common stocKlferlowest percentage allowed by law above 10%ptiveer to call special shareowner
meetings. This includes that such bylaw and/ortehaext will not have any exception or exclusi@mditions (to the fullest extent permitted
by state law) that apply only to shareowners btitmananagement and/or the board.

Special meetings allow shareowners to votemportant matters, such as electing new directbeg,can arise between annual meetings. If
shareowners cannot call special meetings investarnms may suffer. Shareowners should have thiyatailcall a special meeting when a
matter merits prompt attention. This proposal dusmpact our board in maintaining its current powo call a special meeting.

This proposal topic won more than 60% supi@tfollowing companies in 2009: CVS Caremark (CV&)rint Nextel (S), Safeway
(SWY), Motorola (MOT) and R. R. Donnelley (RRD).

The merits of this Special Shareowner Meetprgposal should also be considered in the cowteather shareholder efforts to improve
our company’s corporate governance. In 2009 tHeviahg outstanding shareholder vote was achieved:

A 2009 shareowner proposal on the Simple Mgj®ote topic won more than 63% support at ourusEimmeeting. This 63%-support also
represented 51%-support from all shares outstandimg Council of Institutional Investors www.ciigogrecommends that management adopt
shareholder proposals upon receiving their firsjonity vote (based on yes and no votes only).

The above voting result shows there is stisirayeholder support to enhance our corporate gameen Please encourage our board to
respond positively to this proposal for a shareawigt to call Special Shareowner Meetings.

Statement in Opposition to the Proposal on Allowinghareholders to Call Special Meetings of Sharehodds
The board of directors recommends that you voténagthis proposal because we believe it is ndthénbest long-term interests of the
shareholders.

The proposal is not necessary and exposes sharelaslto significant risks without any proven benefit
The company and the board are committed to gogubcate governance and accountability to sharehelddre company maintains an open
door to discuss matters of concern to shareholleihas taken significant steps to implement stgmgrnance principles and to ensure
accountability, including:

. requiring majority voting for the election of ditecs

. allowing its shareholder rights plan to exg

. seeking shareholder approval to eliminate the iflad$oard, anc

. seeking shareholder approval to eliminate all supgurity voting requirement:

The company’s annual meeting of shareholdergiges a regular opportunity for shareholdersaise appropriate matters of interest to the
company and its shareholders, as demonstratedoppgals such as this. For those extraordinary mistances where a matter cannot wait
until the next annual meeting, a special meetinghafreholders may be called by a majority of thertd@f directors or the chairman of the
board. And, under Indiana law and New York Stockt&nge regulations, the board must obtain sharehajabroval for major corporate
actions such as a merger, acceptance of a takbilyezale of substantially all assets, or amendsenthe articles of incorporation.

We believe the existing governance mechanamsare accountability to shareholders and thgptbposal should be evaluated in the
context of all of the company’s corporate govermapactices. The proponent contends that if sh&detmcannot call special meetings,
investment returns may suffer. She provides noaugpr this contention, and we are not aware of support for it. On the contrary, a 2004
study by Lawrence D. Brown and Marcus L. Caylofzaforgia State University (commissioned by the pradyisory service Institutional
Shareholder Services, Inéfound that the right of shareholders to call sgauieetings was associated with a negative effeceturns on
equity and had no significant effect on five othegasures of company performance. We believe tisaptbposal would not enhance our
governance practices and, as discussed below, waplose the company to costs and actions detrifntershareholders.

Special meetings are costly and disruptive to theusiness.

Shareholder meetings are expensive and divertfigigni resources from the business. We must paydpare, print, and distribute legal
disclosure documents to over 300,000 shareholdelisjt proxies; and tabulate votes. The boardmadagement must divert time from the
business to prepare for and conduct the meetingo&lfeve these costs and disruptions should beredwnly when the directors, in
exercising their fiduciary duties, determine there is an extraordinary matter or major strategimern that cannot wait until the next ani
meeting, not when a small group of shareholdersrdehes it is in their own self-interest.

Special meetings could be abused by special intersbareholder groups.

The proposal could subject the company to conslisniption from special interest shareholder groujts an agenda not in the best interests
of the company or the other shareholders. Currespligcial meetings of shareholders may be calledl fowjority of the board of directors or
the chairman of the board, who have a fiduciary duider the law to act in the best interests ofctrapany and the shareholders as a whole
when determining whether a matter is so pressiagitimust be addressed at a special meeting. idpogal would permit a single large
shareholder or a small group of shareholders whe haspecial interest (and who have no duty tanaitte best interests of the company or
the shareholders at large) to use the extraordim&gsure of a special meeting to serve their nasedfsinterest. For example, event-driven
hedge funds could use special meetings to dishgptdmpany’s business or to facilitate their oworskerm focused exit strategies. Also,
would-be acquirers who seek to take over the comfaman inadequate price could use special megtimgvoid negotiating with the board,
which has the responsibility to protect the intesed all shareholders. In fact, if this proposa&re/implemented, a single 10-percent
shareholder would have the ability to call a speni@eting at its sole discretion, at

1 Brown, L.D. and M.L. Caylor, 2004. The Correlatibetween Corporate Governance and Company Perfieenistitutional
Shareholder Services White Pag
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any time, for any reason.
The board recommends that you vote AGAINST this prposal.
Item 6. Shareholder Proposal on Prohibiting CEOs fom Serving on the Compensation Committee

American Federation of Labor and Congress of InthigDrganizations Reserve Fund (AFL-CIO Reservedju815 16" Street, N.W.,
Washington, D.C. 20006, beneficial owner of appmadely 765 shares, has submitted the following gsap

RESOLVED, The shareholders of Eli Lilly and Company (the “Gmany”) request that the Board of Directors (the 4Bl¥) adopt a policy
prohibiting any current or former chief executiifiaers of public companies from serving on the Bbs Compensation Committee. The
policy shall be implemented so that it does natetfthe unexpired terms of previously elected diresc

Supporting Statement:It is a well-established tenet of corporate govaoesthat a compensation committee must be indepéiodle
management to ensure fair and impartial negotiatafrpay with individual executives. Indeed, thigpiple is reflected in the listing
standards of the major stock exchanges.

We do not dispute that CEOs can be valuablalnees of other Board committees. Nonetheless, Weveethat shareholder concerns at
aligning CEO pay with performance argue stronglfaivor of directors who can view senior executieenpensation issues objectively. We
are particularly concerned about CEOs on the Cosgin Committee because of their potential cotsflif interest in setting the
compensation of their peers.

We believe that CEOs who benefit from genegmaswill view large compensation packages as rsacgdo retain and motivate other
executives. In our view, those who benefit frontktoption plans will view them as an efficient foohcompensation; those who receive
generous “golden parachutesill regard them as a key element of a compensaiiarkage. Consequently, we are concerned thandhesior
of CEOs on the Compensation Committee may resultdre generous pay packages for senior executiaesthat necessary to attract and
retain talent.
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In their 2004 book Pay Without Performancg law professors Lucian Bebchuk and Jesse Friedari academic study by Brian Main,
Charles O'Reilly and James Wade that found a diganif association between the compensation leveltsiders on the compensation
committee and CEO pay.

“There are still plenty of CEOs who sit on qmnsation committees at other companies,” saidl@mwie, a corporate governance expert
at RiskMetrics Group. “They don’t have an inteliesteeing CEO pay go down.Qfain’s Chicago Business, May 26, 2008.

Executive compensation expert Graef Crystataes. “My own research of CEOs who sit on comptmsaommittees shows that the
most highly paid executives award the fattest pgekdo the CEOs whose pay they regulate. Hereéven better idea: bar CEOs from
serving on the comp committee.Bloomberg News column, June 22, 2009.

Moreover, CEOs “indirectly benefit from oneotimer’s pay increases because compensation packegefien based on surveys detailing
what their peers are earning.Tkie New York Times, May 24, 20D6.

At our Company, CEO John C. Lechleiter recgiae6% compensation increase in 2008 to $12.8anillicluding the grant date fair value
of equity-based awards, despite the Company’s pedormance, both in absolute terms and relatiyeeters. Two of the four directors on the
Compensation Committee are either current or tBEOs.

Statement in Opposition to the Proposal ProhibitingCEQOs from Serving on the Compensation Committee
The board of directors believes this proposal isimthe best long-term interests of the sharehsldad recommends that you vote against it.

The board must be able to staff the compensation oomittee with the best mix of directors to do the jb.
Compensation committees do far more than just kstiatompensation for the CEO. For example, thly ldbmpensation committee:

. Approves the compar's executive pay philosopt

. Approves the pay of the compé s executive officer

. Oversees the design and administration of thepamiyis cash incentive bonus program for the majafithe company’s employees
and the equity incentive program for over 5,000 ageement employes

. Oversees senior management succession |

To provide effective counsel and oversight on theiske-ranging issues, a committee should brindiéotable a diversity of experiences and
viewpoints. The board needs the flexibility to §tak compensation committee — and all other conem# — with directors who have the
right mix of experiences and skills to carry ot tommittees’ broad fiduciary responsibilities. Huard also needs the flexibility to rotate
membership of all committees over time to ensueerifht blend of continuity and fresh perspectitegosing artificial restrictions on who
can serve on the compensation committee would ptekie board from staffing committees in a way thest represents the shareholders’
interests.

Compensation committees can benefit from the expemce of CEOs.

Business executives bring an important perspetbivw®mpensation committees: real-world, handsexperience with executive compense
programs. Seasoned business leaders (includinggsdhd retired CEOS) are familiar with financiagimcs, performance comparisons, and
compensation program design and administrationir Bixperience gives executives unigue insights witat makes compensation programs
succeed — or fail — in

. attracting and retaining highly talented individay
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. fostering high performance with high integri

. aligning behaviors with the company’s strateggt amotivating long-term value creation without en@ming excessive risk-taking;
and

. delivering pay in a co-effective way.

By virtue of both temperament and depth of expegebusiness executives can be very effectiversgithie twin roles of counseling
management and challenging management when negesbarboard should not be precluded from tapping this expertise merely because
it is held by a person who is or was a CEO.

This proposal is not necessary to align CEO pay witthe shareholders’ interests.

Dr. Lechleiter's pay reflects our pay-for-perforncamphilosophy and aligns well with shareholderriegés. Contrary to the proponent’s claim
of “poor performance,” in both 2008 and 2009, L8lyevenue growth and earnings growth placed thétop tier among peer companies.
Accordingly, Dr. Lechleiter and all other partictpey employees received above-target bonuses asdPéwever, Lilly shareholder return
lagged the peer group and other large-cap indiessjting in Dr. Lechleiter and other executiveiadfs receiving no value for the SVA for
2007-2009. Even with the relatively strong bonud BA payouts, Dr. Lechleiter’s total compensatiemains in the lower tier of the peer
group. The compensation committee’s strong govermanocesses (described on pages 25-26) ensughtireholder interests will continue
to be well-served by the committee’s CEO pay denisi

The board recommends that you vote against this ppmsalbecause it is unnecessary and would impact thetefémess of the
compensation committee and the board’s overall gwaree.

Item 7. Shareholder Proposal on Shareholder Ratifition of Executive Compensation

Gretchen Parrish, 2820 Senour Road, Indianapaolisaha 46239, beneficial owner of approximately $B8res, has submitted the following
proposal:

RESOLVED, the shareholders of Eli Lilly and Company recommtrad the board of directors adopt a policy reaqujiihat the proxy
statement for each annual meeting contain a prépmgamitted by and supported by Company Managemseeking an advisory vote of
shareholders to ratify and approve the board Cosgiemn's Committee Report and the executive compensatibcigs and practices set fo
in the Company’s Compensation Discussion and Aralys

Supporting Statement:Investors are increasingly concerned about mushr@pexecutive compensation especially when it ssifficiently
linked to performance.

In 2009 shareholders filed close to 100 “SayPay” resolutions. Votes on these resolutionsagea more than 46% in favor, and close to
25 companies had votes over 50%, demonstratinggsbareholder support for this reform. Investoblig and legislative concerns about
executive compensation have reached new levetgarfsity.

An Advisory Vote establishes an annual refduen process for shareholders about senior exectivgensation. We believe this vote
would provide our board and management useful inédion from shareholders on the company’s seniecetve compensation especially
when tied to an innovative investor communicatioogpam.

In 2008 Aflac submitted an Advisory Vote rdasg in a 93% vote in favor, indicating strong ist@ support for good disclosure and a
reasonable compensation package. Chairman and GlB@IAmos said, “An advisory vote on our compeiosateport is a helpful avenue
for our shareholders to provide feedback on ourfpayperformance compensation philosophy and pakage.”

Over 30 companies have agreed to an Advisatg Mncluding Apple, Ingersoll Rand, Microsoft, €dental Petroleum, Pfizer, Prudential,
Hewlett-Packard, Intel, Verizon, MBIA and PG&E. Andarly 300 TARP participants implemented the Admisvote in 2009, providing an
opportunity to see it in action.

Influential proxy voting service RiskMetricg@ip, recommends votes in favor, noting: “RiskMetréncourages companies to allow
shareholders to express their opinions of execuiivepensation practices by establishing an anefealendum process. An advisory vote on
executive compensation is another step forwardhiraecing board accountability.”
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A bill mandating annual advisory votes passedHouse of Representatives, and similar leg@sias expected to pass in the Senate.
However, we believe companies should demonstratielship and proactively adopt this reform befbeelaw requires it.

We believe existing SEC rules and stock exghdisting standards do not provide shareholdetis suifficient mechanisms for providing
input to boards on senior executive compensatiooohtrast, in the United Kingdom, public comparaisw shareholders to cast a vote on
the “directors’ remuneration report,” which dis@ssexecutive compensation. Such a vote isn’'t bindint gives shareholders a clear voice
that could help shape senior executive compensation

We believe voting against the election of Bbearembers to send a message about executive coatipens a blunt, sledgehammer
approach, whereas an Advisory Vote provides shameocsva more effective instrument.

We believe that a company that has a cleaqpjatned compensation philosophy and metrics, measly links pay to performance, and
communicates effectively to investors would finthanagement sponsored Advisory Vote a helpful tool.

Statement in Opposition to the Proposal on Sharehdér Ratification of Executive Compensation
The board of directors believes that this prop@sabt in the best long-term interests of the shalders and recommends that you vote
against it.

An advisory vote is an ineffective way to communida shareholder opinions regarding our executive copensation.

The compensation committee welcomes shareholdat oypexecutive compensation; however, a simplediugown” advisory vote would
give the committee little or no insight into whapacts of the company’s programs should be addtesdsow to address them. Further,
voting results could be misconstrued. For examplesavily positive vote could lead the committediszount legitimate concerns raised by a
small minority of shareholders. Likewise, a heaviggative vote could be a reaction to events ure@f® the company’s executive
compensation programs and could pressure the coeentit make compensation changes that are nog ibetst long-term interests of the
shareholders.

Shareholders already have an efficient and effectivway to express their opinions.
The company has established an avenue for shasrbdlticommunicate directly with the board or asmittees. See “How do | contact the
board of directors?” on page 5 for instructionshow shareholders can communicate with the compiensedmmittee or board. In addition,
company representatives periodically meet withefhalders and shareholder representatives to digayv&snance issues and executive
compensation. Finally, the committee’s independensultant routinely consults with shareholder goand advises the committee of
evolving shareholder views on executive compensdi@st practices.

These communications yield results. In regeats, the committee has made a number of chaoges £xecutive compensation programs
that were influenced at least in part by shareholdavs expressed to us directly:

. eliminated stock options in favor of performa-based SVA:
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. extended the performance period for PAs from ortertoyears and added additional stock retentiorogerfor executive officer

. substantially reduced benefits under the ch-in-control severance pay program for execut

. expanded our claw-back provision to recoup peréorce-based compensation from executives in theafagstatement of results or
error in calculation of performance metr

. enhanced the transparency and clarity of our disicls on executive compensati

We should not adopt advisory voting ahead of predds.S. legislation that would apply to all compemiLegislation has been proposed in
Congress that would mandate advisory votes, butdiere and scope of the advisory vote are cugremiler debate. We do not believe we
should adopt advisory voting until the rules aeacland apply to all companies.

The board recommends that you vote AGAINST this prposal.
Item 8. Shareholder Proposal on Executives Holdingquity Awards into Retirement

American Federation of State, County and Munickralployees Pension Plan (AFSCME Employees Pensim),P1625 L Street N.W.,
Washington, D.C. 20036-5687, beneficial owner giragimately 7,120 shares, has submitted the folgwiroposal:

RESOLVED, that shareholders of Eli Lilly and Company (“Lillytirge the Compensation Committee of the Boardigddfors (the
“Committee”) to adopt a policy requiring that sem@xecutives retain a significant percentage ofeshacquired through equity compensation
programs until two years following the terminatiointheir employment (through retirement or otheeyjsand to report to shareholders
regarding the policy before Lilly’'s 2011 annual riieg of shareholders. The shareholders recommeatdhib Committee not adopt a
percentage lower than 75% of net after-tax shdies.policy should address the permissibility ohsactions such as hedging transactions
which are not sales but reduce the risk of lodhéoexecutive.

Supporting Statement: Equity-based compensation is an important compoofesegnior executive compensation at Lilly. Accaglio the
Lilly 2009 proxy statement, our company pays a nregnl portion of named executive officers’ totalmpensation in equity incentives
through performance awards and shareholder valaedswaligning the interests of employees and sloéders, providing an ownership stake
in the company and delivering equity compensatiat is strongly linked to shareholder returns. 8iB8804, Lilly named executive officers
have realized more than $47 million in reportedieahrough the exercise of 725,176 options andngesf 521,141 shares. The six NEOs
hold 1,504,458 shares outright, but hold anoth£9%,270 in stock options.

We believe there is a link between sharehol=lth and executive wealth that correlates teatlistock ownership by executives.
According to an analysis conducted by Watson WWaitldwide, companies whose CFOs held more shamsrghty showed higher stock
returns and better operating performance. (Alba8tu'Skin in the Game,” CFO Magaziiarch 1, 2008)).

Requiring senior executives to hold a sigaificportion of shares obtained through compensalems after the termination of employm
would focus them on Lilly’s long-term success aralild better align their interests with those ofyL8hareholders. In the context of the
current financial crisis, we believe it is impevatithat companies reshape their compensation pslaid practices to discourage excessive
risk-taking and promote long-term, sustainable ealeation. A 2009 report by the Conference BoaskTForce on Executive Compensation
stated that hold-to-retirement requirements givecakves “an evergrowing incentive to focus on lbegn stock price
performance.” (http://www.conference-board.org/fgfe/ExecCompensation2009.pdf)

Lilly has a minimum stock ownership guidelimgguiring executives to own a number of sharesilbf stock as a multiple of salary. The
executives covered by the policy have five yeamstirch to comply. We believe this policy does notfgr enough to ensure that equity
compensation builds executive ownership. Lilly alsquires executives to retain net after-tax shagesived from equity programs from one
year. We view a more rigorous retention requirenasnguperior to a stock ownership policy with a pear retention guideline, becaus
guideline loses effectiveness once it has beesfigatiand a one year retention requirement is uficgently long-term.

We urge shareholders to vote for this proposal

Statement in Opposition to the Proposal on Executes Holding Equity Awards into Retirement
The board of directors believes that this prop@sabt necessary given current company policiespragrams and recommends that you vote
against it.

We agree with the proponent’s underlying premis¢hat meaningful, long-term stock ownership aligreagitives’ interests with the
shareholders and promotes a focus on sustainalie egeation. However, we believe our current peiand programs achieve this goal
effectively.

Share Retention Guidelines require significant stdcholdings by executives.

The compensation committee has established minishare holding requirements as described in the ‘figmsation Discussion and
Analysis.” Executive officers must hold all net i for at least one year after payout of the ayard until the minimum share requirements
are met, executive officers must retain all exgstimldings plus 50 percent of net shares from nayopts.

The design of benefit and long-term incentive proggms insures an ownership stake in the company postirement.
Long-term equity incentive awards do not pay owrupetirement but according to the normal payouirtg for the award. For PAs, a retiring
executive officer will have two awards outstandiage of which will not pay out for at least one y&#lowing retirement. SVAs have a
three-year performance period, so a retiring exeeufficer will have three outstanding awards:qfile award will pay out in the year
following retirement (ii) one award will pay out the second year following retirement (iii) one asvavill pay out in the third year following
retirement. Also, a retiring executive officer wilave at least one grant of restricted stock unitstanding that will not vest until the specil
vest date.

In addition to having an equity stake in tieenpany, executives retiring from the company aiggtaé to receive a lifetime pension annu
Lump-sum distributions from the plan are not petmit and a majority of the benefit is not protedtgdh funded trust. As a result, the retiring
executive has a keen interest in the com’s ongoing succes



Excessive share ownership may encourage excessigi4taking.

While we support having share ownership extendrietoement, we seek to require a reasonable oWwipestake. Compensation experts a
that executives with excessive proportions of thaialth tied directly to the company may take undsies to maximize stock price. Requir
executive officers to hold 75 percent of net shéi@® all equity incentive payouts while an exeeeatofficer may result in holding a
disproportionate ownership stake relative to thividual’s total personal wealth.

Our compensation recovery policy allows the compeation committee to “claw back” compensation paid baed upon misstated
financial statements up to 2 years post retirement.

Executive officers retain a financial stake in doepany’s performance after retirement as the compas the right to repayment of
compensation paid to him or her based on mateiigdgcurate or misstated financial statements.

Company policy prohibits hedging of Lilly stock.
Employees are not permitted to hedge their econexposure to the Lilly stock that they own throwgilort sales or derivative transactions.

The board recommends that you vote AGAINST this prposal.
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Other Matters

Section 16(a) Beneficial Ownership Reporting Compdince

Under Securities and Exchange Commission rulesdioeictors and executive officers are requiredléoviith the Securities and Exchange
Commission reports of holdings and changes in ieiabbwnership of company stock. We have revieweglies of reports provided to the
company, as well as other records and informaBased on that review, we concluded that all repwete timely filed, except that a stock
unit award held by Dr. Mahony, senior vice presidanman resources, was inadvertently omitted fadfiting. The filing was amended to
include this award promptly after the issue wasdalisred.

Certain Legal Matters

In 2007, the company received two demands frome$ttdaers that the board of directors cause the aogntp take legal action against
current and former directors and others for allégedusing damage to the company through improgeketing of Evista, Prozac, and
Zyprexa. In accordance with procedures establisinelér the Indiana Business Corporation Law (InddeC® 23-1-32), the board has
appointed a committee of independent persons tsidenthe demands and determine what action, if tagycompany should take in
response. Since January 2008, we have been seitheslewen shareholder derivative lawsuitambrecht, et al. v. Taurel, et diled

January 17, 2008, in the United States DistrictrCfr the Southern District of Indian&taehr, et al. v. Eli Lilly and Company, et éiled
March 27, 2008, in Marion County Superior Courtridianapolis, IndianayValdman, et al. v. Eli Lilly and Company, et iled February 11,
2008, in the United States District Court for theestern District of New YorkSolomon v. Eli Lilly and Company, et diled March 27, 2008,
in Marion County Superior Court in Indianapolisdiana;Robbins v. Taurel, et afiled April 9, 2008, in the United States Districourt for
the Eastern District of New YorlGity of Taylor General Employees Retirement Systehaurel, et al.filed April 15, 2008, in the United
States District Court for the Eastern District &Y ork; andZemprelli v. Taurel, et alfiled June 24, 2008, in the United States District
Court for the Southern District of Indiana. Twotbése lawsuits were filed by the shareholders veineesl the demands described above. All
seven lawsuits are nominally filed on behalf of teenpany, against various current and former dirscind officers and allege that the
named officers and directors harmed the comparutir the improper marketing of Zyprexa, and inaiarsuits, Evista and Prozac. The
Zemprelli suit also claims that certain defendam$ated Sections 10(b) and 20(a) of the Securleshange Act of 1934. Each of the current
directors, other than Mr. Alvarez, Mr. Eskew, Miodver, and Mr. Oberhelman, are named in the lawsWie believe these suits are without
merit and are prepared to defend against them aicpdy.

Other Information Regarding the Company’s Proxy Soicitation

We will pay all expenses in connection with ouriGtdtion of proxies. We will pay brokers, nomineéduciaries, or other custodians their
reasonable expenses for sending proxy materialdahbtaining instructions from persons for whomytheld stock of the company. We
expect to solicit proxies primarily by mail, buteictors, officers, and other employees of the campaay also solicit in person or by
telephone, fax, or electronic mail. We have retdi@&orgeson Inc. to assist in the distribution soittitation of proxies. Georgeson may
solicit proxies by personal interview, telephorse, fmail, and electronic mail. We expect that #e fior those services will not exceed
$17,500 plus reimbursement of customary out-of-pbekpenses.

By order of the board of directors,

James B. Lootens
Secretary

March 8, 2010
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Appendix A

Proposed Amendments to the Company’s Articles of keorporation

Proposed changes to the company’s articles of frozation are shown below related to Iltems 3 arte#s of Business To Be Acted Upon at
the Meeting The changes shown to Article 9(b) will be effeetif Item 3, Proposal to Amend the Company’s Aecof Incorporation to
Provide for Annual Election of All Directors (pagé) receives the vote of at least 80 percent obtltetanding shares. The changes to
Articles 9(c), 9(d), and 13 will be effective ifln 4, Proposal to Amend the Company’s Articlesnabtporation to Eliminate All
Supermajority Voting Requirements (page 55) recethe vote of at least 80 percent of the outstansirares. Additions are indicated by
underlining and deletions are indicated by strikéso

9. The following provisions are inserted for thenagement of the business and for the conduct diffaés of the Corporation, and it is
expressly provided that the same are intended in hetherance and not in limitation or exclusioithe powers conferred by statute:
(a) The number of directors of the Corporation,lesize of directors who may be elected by the haladd any one or more series of
Preferred Stock pursuant to Article 7(b) (the “Bredéd Stock Directors”ghall not be less than nine, the exact number fixbd from time
to time solely by resolution of the Board of Direx, acting by not less than a majority of thetives then in office.

(b) FhePrior to the 2011 annual meeting of shareholdbesBbard of Directors (exclusrve of Preferred Stockelbtors) shaII be dlvrded
|nto three classes, with the term of offlce of ctass exp|r|ng each ye

mmencmg W|th the annual meeting of shareholdelﬁBGZOll each class of directors whose

term shall then expire shall be elected to holiteffor a-thre®mne-year term expiring at the next annual meetinghairsholders In the
case of any vacancy on the Board of Directors aowwafter the 2010 annual meeting of shareholdersluding a vacancy created by an

increase |n the number of dlrectors the vacanaﬂ ble f|IIed by election of the Board of Dlrectom;th the d|rector SO eIected to serve for

wh+eh—t-|=re—d+reeteﬁr-as—bee-n—ass+g1=mmnl the next annual meetlnq of shareholdeﬂsdlrectors shaII contmue in offlce untll theeelnon
and quallflcat|0n of thelr respectlve successomsﬁrcre €

M 2 p<sD decrease in the number of d|rectors shaII hheeetfect of shortening the term of
any mcumbent director. EIect|on of d|rectors neetibe by written ballot unless the By-laws so juiev

(c) Any director or directors (excluswe of Prem]‘rStock D|rectors) may be removed from offrcerat time, but only for cause and only
by the affirmative vote ofa ~on) $he holderof Voting Stock (as

defined in Article 13 hereof), voting together asrragle class




13. In addition to all other requirements imposgdaw and these Amended Articles and except agwibe expressly provided in paragraph
(c) of this Article 13, none of the actions or santions listed below shall be effected by the Gafion, or approved by the Corporation as a
shareholder of any majority-owned subsidiary of@wporation if, as of the record date for the datration of the shareholders entitled to
vote thereon, any Related Person (as hereinaftiered exists, unless the applicable requiremehpaecagraphs (b), (c), (B—end (fe) of
this Article 13 are satisfied.

(a) The actions or transactions within the scopthigfArticle 13 are as follows:

(i) any merger or consolidation of the Corporatiwrany of its subsidiaries into or with such RelaRerson;

(i) any sale, lease, exchange, or other dispesiticall or any substantial part of the assethef@orporation or any of its majority-
owned subsidiaries to or with such Related Person;

(iii) the issuance or delivery of any Voting Stdels hereinafter defined) or of voting securitiesoy of the Corporation’s majority-
owned subsidiaries to such Related Person in exehtn cash, other assets or securities, or a awatibn thereof;

(iv) any voluntary dissolution or liquidation of@lCorporation;

(v) any reclassification of securities (includingyaeverse stock split), or recapitalization of @@rporation, or any merger or
consolidation of the Corporation with any of itdsidiaries, or any other transaction (whether dwith or otherwise involving a
Related Person) that has the effect, directly diréctly, of increasing the proportionate sharamf class or series of capital stock of
Corporation, or any securities convertible intoitastock of the Corporation or into equity seties of any subsidiary, that is
beneficially owned by any Related Person; or

(vi) any agreement, contract, or other arrangerpemtiding for any one or more of the actions spediin the foregoing clauses
(i) through (v).

(b) The actlons and transactlons descrlbed in papdig(a) of this Artlcle 13 shall have been authexdiby the affirmative vote efat+teast
e e holderof Voting Stock, voting together as a single class.

() Unless approved by a majority of the ContinuirigeBtors, after becoming a Related Person and fwioonsummation of such
action or transaction.

() the Related Person shall not have acquired fitmCorporation or any of its subsidiaries any Iyg@ssued or treasury shares of
capital stock or any newly issued securities catitdlerinto capital stock of the Corporation or asfyits majority-owned subsidiaries,
directly or indirectly (except upon conversion oheertible securities acquired by it prior to be@agna Related Person or as a result of
a pro rata stock dividend or stock split or othistribution of stock to all shareholders pro rata);

(i) such Related Person shall not have received#nefit directly or indirectly (except proportadaly as a shareholder) of any loans,
advances, guarantees, pledges, or other finargsatance or tax credits provided by the Corpomnatioany of its majority-owned
subsidiaries, or made any major changes in thedzatipn’s or any of its majority-owned subsidiatibasinesses or capital structure
reduced the current rate of dividends payable erCibrporation’s capital stock below the rate ireeffimmediately prior to the time
such Related Person became a Related Person; and

(iii) such Related Person shall have taken all ireguactions within its power to ensure that thegdoation’s Board of Directors

included representation by Continuing Directorkeast proportionate to the voting power of the shaldings of Voting Stock of the
Corporations Remaining Public Shareholders (as hereinafténeld¥, with a Continuing Director to occupy an dtidial Board positiol

if a fractional right to a director results andainmy event, with at least one Continuing Directosérve on the Board so long as there are
any Remaining Public Shareholders.

(ed) A proxy statement responsive to the requiremehtse Securities Exchange Act of 1934, as amendbdther or not the
Corporation is then subject to such requiremeiial] e mailed to the shareholders of the Corpondfior the purpose of soliciting
shareholder approval of such action or transa@mhshall contain at the front thereof, in a pramirplace, any recommendations as tc
advisability or inadvisability of the action or trsaction which the Continuing Directors may chatosstate and, if deemed advisable by a
majority of the Continuing Directors, the opinioham investment banking firm selected by a majosityhe Continuing Directors as to the
fairness (or not) of the terms of the action onsaction from a financial point of view to the Reéniag Public Shareholders, such
investment banking firm to be paid a reasonablddeés services by the Corporation. The requirata®f this paragraph (e) shall not
apply to any such action or transaction which igraped by a majority of the Continuing Directors.

(¥e) For the purpose of this Article 13

(i) the term “Related Person” shall mean any otlmeporation, person, or entity which beneficiallyres or controls, directly or
indirectly, 5% or more of the outstanding share¥ating Stock, and any Affiliate or Associate (asse terms are defined in the Ger
Rules and Regulations under the Securities Exchangef 1934) of a Related Person; provided, howetat the term Related Person
shall not include (a) the Corporation or any ofsibsidiaries, (b) any profit-sharing, employeektownership or other employee
benefit plan of the Corporation or any subsididrthe Corporation or any trustee of or fiduciaryiwiespect to any such plan when
acting in such capacity, or (c) Lilly Endowmentg¢lnand further provided, that no corporation, parsr entity shall be deemed to be a
Related Person solely by reason of being an Afilar Associate of Lilly Endowment, Inc
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(i) a Related Person shall be deemed to own atrabmlirectly or indirectly, any outstanding shsuaf Voting Stock owned by it or any
Affiliate or Associate of record or beneficiallydluding without limitation shares

a. which it has the right to acquire pursuant tp agreement, or upon exercise of conversion rigtsrants, or options, or otherwise
or

b. which are beneficially owned, directly or inditly (including shares deemed owned through apiidinaof clause a. above), by any
other corporation, person, or other entity with ethit or its Affiliate or Associate has any agre@marrangement, or understanding
for the purpose of acquiring, holding, voting, @mbsing of Voting Stock, or which is its Affilia{@ther than the Corporation) or
Associate (other than the Corporation);

(iii) the term “Voting Stock” shall mean all sharesany class of capital stock of the Corporatidrich are entitled to vote generally in
the election of directors;

(iv) the term “Continuing Director” shall mean aetitor who is not an Affiliate or Associate or repentative of a Related Person and
who was a member of the Board of Directors of tbhepGration immediately prior to the time that angl&®ed Person involved in the
proposed action or transaction became a Relate®Per a director who is not an Affiliate or Assatei or representative of a Related
Person and who was nominated by a majority of ¢ngaining Continuing Directors; and

(v) the term “Remaining Public Shareholders” siha#lan the holders of the Corporation’s capital sttbler than the Related Person.

(&f ) A majority of the Continuing Directors of the @arration shall have the power and duty to deterrfonéhe purposes of this

Article 13, on the basis of information then knotaerthe Continuing Directors, whether (i) any RetbRerson exists or is an Affiliate or an
Associate of another and (ii) any proposed sassdeexchange, or other disposition of part obgsets of the Corporation or any majority-
owned subsidiary involves a substantial part ofabeets of the Corporation or any of its subsiggrAny such determination by the
Continuing Directors shall be conclusive and bigdior all purposes.

(#g) Nothing contained in this Article 13 shall be stmed to relieve any Related Person or any Aféiliar Associate of any Related
Person from any fiduciary obligation imposed by .law

(+h) The fact that any action or transaction comphéh the provisions of this Article 13 shall not benstrued to waive or satisfy any
other requirement of law or these Amended ArticEBicorporation or to impose any fiduciary dutypligation, or responsibility on the
Board of Directors or any member thereof, to apprewch action or transaction or recommend its aoloprr approval to the shareholders
of the Corporation, nor shall such compliance limpibhibit, or otherwise restrict in any manner Beard of Directors, or any member
thereof, with respect to evaluations of or actiand responses taken with respect to such actitmmsaction. The Board of Directors of
the Corporation, when evaluating any actions ardaations described in paragraph (a) of this Agti3, shall, in connection with the
exercise of its judgment in determining what isha best interests of the Corporation and its $twdders, give due consideration to all
relevant factors, including without limitation tkecial and economic effects on the employees, metn suppliers, and other constituents
of the Corporation and its subsidiaries and orctramunities in which the Corporation and its sulasids operate or are located.




Corporate Information

Annual meeting

The annual meeting of shareholders will be helthat_illy Center
Auditorium, Lilly Corporate Center, Indianapoligdiana, on
Monday, April 19, 2010, at 11:00 a.m. EDT. For miovf@rmation,
see the proxy statement section of this report.

10-K and 10-Q reports
Paper copies of the company’s annual report t&twirities and
Exchange Commission on Form KGand quarterly reports on Fol
10-Q are available upon written request to:

Eli Lilly and Company

P.O. Box 88665

Indianapolis, Indiana 46208-0665

To access these reports more quickly, you candihadf our SEC
filings online at: http://investor.lilly.com/secrof

Stock listings

Eli Lilly and Company common stock is listed on thew York,
London, and Swiss stock exchanges. NYSE ticker synhlhY.
Most newspapers list the stock as “Lilly (Eli) a@d.”

CEO and CFO certifications
The company'’s chief executive officer and chieffigial officer
have provided all certifications required under8Bgies and
Exchange Commission regulations with respect tdittancial
information and disclosures in this report. Thetifieations are
available as exhibits to the company’s Form 10-H 40-Q reports.
In addition, the company’s chief executiveadf has filed with
the New York Stock Exchange a certification to éfffect that, to
the best of his knowledge, the company is in coamgie with all
corporate governance listing standards of the Exgha

Shareholder helpline
If you have questions about voting, admittancegarking, you may
call 317-43:z-5112.

Transfer agent and registrar
Wells Fargo Shareowner Services
Mailing address:
Shareowner Relations Department
P.O. Box 64854
St. Paul, Minnesota 55164-0854
Overnight address:
161 North Concord Exchange
South St. Paul, Minnesota 55075
Telephone: 1-800-833-8699
E-mail: stocktransfer@wellsfargo.com
Internet: https://wellsfargo.com/contactshareoweetises

Dividend reinvestment and stock purchase plan
Wells Fargo Shareowner Services administers theeShaer
Service Plus Plan, which allows registered shadshslto purchase
additional shares of Lilly common stock through sheomatic
investment of dividends. The plan also allows reged
shareholders and new investors to purchase shétesasgh
payments, either by check or by automatic dedustiosm checkin
or savings accounts. The minimum initial investmenmnew
investors is $1,000. Subsequent investments must least $50.
The maximum cash investment during any calendarigea
$150,000. Please direct inquiries concerning ther&iwner Servic
Plus Plan to:

Wells Fargo Shareowner Services

Shareowner Relations Department

P.O. Box 64854

St. Paul, Minnesota 55164-0854

Telephone: 1-800-833-8699

Online delivery of proxy materials

Shareholders may elect to receive annual repod$esxy material
online. This reduces paper mailed to the sharehislieme and
saves the company printing and mailing costs. Tolkmo to
http://investor.lilly.com/services.cfm and followe directions
provided.




Annual Meeting Admission Ticke

Eli Lilly and Company 2010 Annual Meeting of Sharelolders
Monday, April 19, 2010
11 a.m. EDT

Lilly Center Auditorium
Lilly Corporate Center
Indianapolis, Indiana 46285

The top portion of this page will be required for aimission to the meeting.

Please write your name and address in the spav&pdbelow and present this ticket when you ettiterLilly Center.
The doors will open at 10:15 a.m.

Name

Address
City, State, and Zip Code
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== % wastingon sereet
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Heridan Strest
Weal Siresl
Cagticl Avesus
llisaks Strast
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Pemngylvasia Gireai

Heridian Sireat
Wadian Averue
-

AN S B

From I-70 take Exit 79B; follow signs to McCartyr&t. Turn right (east) on McCarty Street; go gtitinto Lilly Corporate Center. You will
be directed to parkind@e sure to take the admission ticket (the top porin of this page) with you to the meeting and leavéis parking
pass on your dashboard.

Directions and Parking
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Take the top portion of this page with you to the reeting.

Eli Lilly and Company
Annual Meeting of Shareholders
April 19, 2010

Complimentary Parking
Lilly Corporate Center

Please place this identifier on the dashboard of yw car as you enter Lilly Corporate Center so it ca be clearly seen by security and
parking personnel.
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- VOTE BY INTERMET - www, proxyvote.com
Use tha Intemet bo transmit your voting instructions until 11:59 poe EDT on
Sundag Aprl 18, 2010, Have your pracy card in hand when you aocess the wel
site ardd Tollpw the instructions
ELILILLY AND COMPANY
oo les‘ PO, BOX 17149 WOTE BY PHOMNE - (1-800-6930-6903)

Transmit your woting instructions by talephona wntil 11:5% pom. EDT on
WILMINGTON, DE 13885-9801 Sunday. Apeil 18, 2010, Hawe your prooy card in hand when you call and

Tl Ui instruetions,

WOTE BY MAIL

Mlark, sign, and date your proey cand and return 2 in the postage-paid envelope
win hanee provided or return io B8 Llly and Compang cio WS Associates, Inc.,
PO, Box 17149, Wilmirgton, DE 19605-0801.

Important notice regarding the awvailability of proxy material for the
shareholder meeting Lo be held April 19, Z010: The annual report and
jproxy statement are avallable at hitpe/ wwew llly.comi pdf/ lillar2009. pdf,

THANE ¥OU FOR VOTING

T VOTE, MARK BLOCKS BELOW IN BLUE 08 BLACK INK AS FOLLOWS:
M998 PRI KEEF THIS PORTION FOR YOUR RECORDS

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED, ~ DETAGHAND RETURN THIS PORTIGN CRLY

=

ELI LILLY AND COMPANY

The Board of drectors recommends you vote FOR the fellowing propoesals:

{1} Blection of drectors, each for a three-yaar term, For Against Abstin For Against Abstain
1 R. Alva (2} Ratification of B appointment by the sudit commitbee of the
. i D u D board of the drectors of Fm?ln Yourk) LLF as principal D D n
16l W Bischoff o 0 0 independent sudion for 2010
13 v BMEndmenits 1 the articles of NCorporation Lo
1c) . D. Hoover a ] ] :rpuﬂ for armusal election of all drectors o 0O 0
1dl F G. Prendergast a a 0 4} Approve amandments o the articles of incorporationte [ a a
eliminate all supermajority woting provissomns
Tel KB Sedtort o o 0O
The Board of Directors recommends you vote AGAINST the following proposals:
For Against Abstain For Agalmst Abstain
{50 Shareholder praposal on allswing sharehaldens to call (7} Sharehalder proposal on ratification of executive
apaial Memdm FeeRifgs a a 0 0 BOmpensation 0 o 0
{6} Sharehokler propossl on probibiting CEOs from sering [ 0 O @ Shareholder proposal requring executives to hold exquity 0 0 0
o the compensation cormrmitles: avwards inba retirement
NOTE: Such other busiress & cone selore the
meting or ;—ryacjmmmtw

Please sign exactly a5 name appears hereone One jont owner
may sign on behalf of the others, When signing in a
represantative Capacity please clearly state yOur CBpACTR

Signatura [PLEASE SIGN WITHIN BOX] Diate Signatura [Jaint Owrars) Dile







Important notice regarding the availability of proxy material for the shareholder meeting
to be held April 19, 2010:
Combined Document is available at http:/fwow lilly.com/pdfilillyar 2009, pdf

The undersigned hereby appoints Messrs, R. A, Armitage, ). C. Lechleiter, and D, W, Rice, and each of them, as proxies, each with
full power to act without the others and with full power of substitution, to vote as indicated on the reverse side of this card all the
shares of common stock of ELILILLY AND COMPANY in this account held in the name of the undersigned at the close of business
on February 12, 2010, at the annual meeting of shareholders to be held on April 19, 2010, at 11:00 a.m. EDT, and at any
adjournment thereof, with all the powers the undersigned would have if personally present.

If this card is properly executed and returned, the shares represented thereby will be voted. If a choice is specified by the shareholder,
the shares will be voted accordingly. If not otherwise specified, the shares represented by this card will be voted for
items 1 through 4, against items 5 through 8, and, in the discretion of the proxy holders upon such other matters
as may properly come before the meeting.

This proxy is selicited on behalf of the board of directors.

PLEASE MARK YOUR VOTES AND S51GN ON THE REVERSE SIDE OF THIS CARD.







NATIONAL CITY BANK, INDIANA, TRUSTEE

GO IVSE, RO.BOX 17148
WILMINGTON, DE 75850

TOVOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK A5 FOLLOWS;

VOTE BY INTERMET - wiwhar. prosyvole. Lom
Usa the Internet to transmit your voting mstructions untd 11:59 pom. EDT on
Sunday, April 18, 20100 Have your prosy card in hand wiben you aooess the welb
site andd Follow the msiuchions.

VOTE BY PHOMNE - (1-800-690-5303)
Transmit your voting instructions by telephone wuntil 11:5% pom, EDT on
Sunday, April 18, 2010. Hawe youwr proxy card i hand when you call and
Tollow Lhe instructions.

VOTE BY MAIL

Mark, sign, and date this gard and return it in the

W e

prowided o returm bo VS Associates, inc., PO Box 17148, Wilmington, [F 15885,

Important notlee regarding the avallabllity of proxy materlal far the
sharaholder maeeting to be held April 19, 2010: The annual report and
proxy statement ane available at http: s lilly.com/pd i Ellyrar2008. pdi.

THANE WOU FOR VOTING

M19201-PRGE22

(13

(53

(51

NOTE: Such other business as mary
meeting or any adjsumment then

Pleazse sign oxactly as nome appears
may sign on bahalf of the others. When signing in a
representatie cApacity, plepse claarty state your chpacity,

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND I.'IA.TED

_KEEP THIS PORTION FOR YOUR RECORDS
"DETAGH AND AETLIRN THIS PORTION ONLY

ELI LILLY AND COMPANY

The Board of Directors recommends you vote FOR the following proposals:

Election of direfton, «ach for & Uhwes-year teim
1a) R Alvarez

161 W, Bischolf

1d R D. Hoower

1d)  F G Prendergast

18] K. B Saifer

Sharehalder

oposal on alowing shareholders o &2l
sprcial sha

olders” meetngs
Sharehalder propasal on prohibiting CEOs frorm sersing
an the compensation committes

Enrrnpetlg come before the

he=roon. One jaint ewmer

Signature [FLEASE SIGN WITHIN BOX)

Data

Oooooj
DDDDDi
DDUDDE

The Board of Directors recommends you vote AGAINST the following proposals:

Far Against Abstain
o O 0

o 0 O

2]

(3]

(5]

(7

Ratification of the by thee awchit committee of the
bnard of the dmciors of Ernst & Young LUP o5 princpal
Intepencient uckions for 2070

Approue amendments W the atices of inGorparaton o
provide for sanmual slection of all directors

Approwe amendments 1o the articks of inconporation to
irnate all supermajonity uotng provisions

Sharehalder proposal on ratification of execulive
compensation

Shareholder proposal reguinng esecutives o hokd eguity
arwards into retirement

Signabure | Joint Creners)

—

For Against Abstain

0O 0O O
O O O
O O O

For Against Abstain
o O O

O 0 O







Important notice regarding the availability of proxy material for the shareholder meeting
to be held April 19, 2010:
Combined Document is available at hitp:/fwovw lilly.com/pd fllillyar 2009, pdf

ESOP M1B202-FRB42Z

Lilly Employee 401(K) Plan
Confidential Voting Instructions
To National City Bank, Indiana, Trustee

By signing on the reverse side or by voting by phone or Internet, you direct the Trustee to vote (in person or in proxy) as indicated
on the reverse side of this card, the number of shares of Eli Lilly and Company Common 5tock credited to this account under
The: Lilly Employee Savings Plan or an affiliated plan at the Annual Meeting of Shareholders to be held on April 19, 2010 at 11:00 am_EDT,
and at any adjournment thereof,

Also, unless you decline by checking the box below, you direct the Trustee to apply this voting instruction pro rata
(along with all other participants who provide voting instructions and do not decline as provided below) to all shares of Common Stock
held in the plans for which the Trustee receives no voting instructions (the "undirected shares"), except that shares formerly held
in The Lilly Employee Stock Ownership Plan (PAYSO0P) may only be voted upon the express instruction of the participants to
whose accounts the shares are credited. For more information on the voting of the undirected shares, see the Proxy Statement.

Check here anly if you decline to have your vote applied pro rata to the undirected shares, 0

These confidential voting instructions will be seen only by authorized representatives of the Trustee,

PLEASE MARK YOUR VOTES AND SIGN ON THE REVERSE SIDE OF THIS CARD.







L VOTE BY INTERNET - www_proxyvote.com
LUssie the Inermel W0 trarsmil your voting Fstructions untd 17:59 pom. EDT on
Sunclay, April 18, 20700 Have your prosy card in hand when you acoess the web
it and follow the ruchiors.,
NATIONAL CITY BANK, INDIANA, TRUSTEE e o the st
/O IVS, RO, BOX 17149 VOTE BY PHONE « {T-800-630-6903)

WILMINGTON., DE 19850 Transmit your voting irstructions by telephone until 11:56 pom. EDT on
' Sumday, April 18, 2010, Hewve your proxy cand i hand when you call and
frodlow the instructions.

VOTE BY MAIL
Tark, sign, amd date this card and roturn it in the postage-paid eralope we hee
provided ar return bo (WS Associates, Inc., PO Box 17149, Wikmnington, DE 18885.

Important notice regarding the availability of proxy material for the

shareholder mesting to be held April 19, 2010: The annual report and
proxy statemant are available at hitpy/ feewna lilly. camy pdflilhyardoos, pdf,

THANE YOU FOR VOTING

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:
M9203-PERz2 KEEP THIS PORTION FOA YOUR AECOADS

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED,  DETAGH AND RETURN THIS PORTION DMLY

-

(1) Election of dirsctors, each for 8 thres-year lem For Against Abstain For Against Abstain

ELI LILLY AND COMPANY

The Board of Directors recommends you vote FOR the following propasals:

14) R Aharez n] ] 0O (2] Ranification of the appointment by the audit commisteeofthe [ m] 0
board of the direciors of Ernet & Young LUP & principsl
16 W, Bischolr [] D D indeperident sudilorns lor 2010
(3] Approve smendments. o the artides of inoorparation o
19 R D, Hoaver O 0O 0O provide for anmual ekection of all directors o 0O 0
1d) F G. Prendergast D D D (4] Approve amendments W Uthe artices of incorporation o D D D
elminate all supermajority voting pravisions
18] K. P Seifen ] n] (]
The Board of Directors recommends you vote AGAINST the lollowing proposals:
For Against Abstain For Ageinst Abstain
(51 Sharehalds proposal on slawing sharchokders 1o 2l 0 n} 0 (7] Shareholder proposal on ratification of executive 0 0O 0
spetial shareholders” mestings compensation
(6] Sharehalder proposal on prohibiting CEOS from sering 0 n] ] (B Shareholder propossl reguinng esecutives 1o hokd equity ] ] ]
an the compensation commitee arwards indo retirement

NOTE: Such other business as mary properly come before the
maeting or any adipumment mauf'

Pigasa sign axactly as name appears hereon, One joint owner
may skgn on behall of the others. When sigaang in a
representative capacity, please clearly state your capacity.

Signature [FLEASE SIE3N WITHIN BOX) Data Signabure | Joint Crenars] Doata







Important notice regarding the availability of proxy material for the shareholder meeting
to be held April 19, 2010:
Combined Document is available at http:/fwwan lilhy. comdpdfllillyar2009, pdf

PAYSOP MI19204-PESA22

Lilly Employee 401(K) Plan
Confidential Voting Instructions
To National City Bank, Indiana, Trustee

By signing on the reverse side or by voting by phone or Internet, you direct the Trustee 1o vote (in person or in proxy) as indicated
on the reverse side of this card, the number of shares of Eli Lilly and Company Common Stock credited to this account under
The Lilly Employes Savings Plan or an affiliated plan at the Annual Mesting of Shareholders to be beld on April 19, 2010 at 11:00 a.m. EOT,

and at any adjournment thereof,

Also, unless you decline by checking the box below, you direct the Trustee to apply this voting instruction pro rata
(along with all other participants who provide voting instructions and do not decline as provided below) to all shares of Common Stock
held in the plans for which the Trustee receives no voting instructions (the "undirected shares"), except that shares formerly held
in The Lilly Employee Stock Ownership Plan (PAYSOP) may only be voted upon the express instruction of the participants to
whose accounts the shares are credited. For more information on the voting of the undirected shares, see the Proxy Statement.

Check here only if you decline to have your vote applied pro rafs to the undirected shares. [

These confidential voting instructions will be seen only by authorized representatives of the Trustee,

PLEASE MARK YOUR VOTES AND 5IGN ON THE REVERSE SIDE OF THIS CARD.







