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1. CONSOLIDATED ANNUAL FINANCIAL RESULTS
(APRIL 1, 2004 — MARCH 31, 2005)

(1) RESULTS OF ANNUAL OPERATIONS

. Percent Operatin Percent Ordinar Percent
Period Net Sales Change Ilzcomeg Change Incomey Change
April 1, 2004-
March 31, 2005 ¥533,011 mil. 6.6% ¥86,807 mil. 4.5 % ¥ 89,087 mil. 6.8%
April 1, 2003-
March 31, 2004 ¥500,164 mil. 7.2% ¥83,061 mil. 9.5 % ¥ 83,382 mil. 9.5%
Earnings Fully Returnon | Ordinary | Ordinary
. Percent er Diluted Equity Income/ Income/
Period Net Income Change S[r)]are EPS | Total Net Sales
(EPS) Assets
April 1, 2004-
March 31, 2005 ¥55,505 mil. 10.7% | ¥193.39 @ ¥193.34 12.6% 13.9% 16.7%
April 1, 2003-
March 31, 2004 ¥50,148 mil. 22.2% ¥172.11 ¥172.11 12.4% 13.8% 16.7%

Notes:1.

Equity in earnings of associated compa

All figures less than 1,000,000 yen have been omitted. 1




- Non-consolidated subsidiaries:
- Associated companies: 2

(5) CHANGES IN NUMBER OF CONSOLIDATED SUBSIDIARIES AND
ASSOCIATED COMPANIES ACCOUNTED FOR BY THE EQUITY METHOD

- Number of newly consolidated subsidiaries: 5
- Number of companies omitted from consolidation: 1
- Number of companies to which equity method is newly applied: - 5

All figures less than 1,000,000 yen have been omitted. 2



Business Flows Within the Group

The Group consists of Eisai Co., Ltd. (hereinafter referred to as 'the Parent Company'), 38 consolidated subsidiaries and 2
associated companies accounted for by the Equity Method. The diagram below shows the principal operations and flows
within the Group.

[Japan]
<Pharmaceuticals Segment>

[Overseas]
<Pharmaceuticals Segment>

North America

* Sanko Junyaku Co., Ltd. Research [* Eisai Corporation of North America
(Diagnostics Prod./Sales) (Holding Company)
Products
* Sannova Co., Ltd. > »|* Eisai Research Institute of Boston, Inc.
(Pharma Prod./Sales) Bulk (Basic Research)
Products <
* Elmed Eisai Co., Ltd. <:| Research |* Eisai Inc. (Pharma Prod./Sales)
(Pharma Sales)
Research * Eisai Medical Research Inc.(Clinical Research)
* KAN Research Institute, Inc. > (Total 4 companies)
(Basic Research)
Europe
* Palma Bee'z Research Institute
Co., Ltd * Eisai Europe Ltd.
(Diagnostics Prod. Research) Research (European Regional Headquarters/Holding Comg
1&——|* Eisai Ltd. (Pharma Sales/Clinical Development)
¥ 1 other company Research
(Total 6 companies) * Eisai GmbH (Pharma Sales)
* Eisai S.A.S. (Pharma Prod./Sales)
Products
»* Eisai B.V. (Pharma Prod./Sales)
Bulk
- * Eisai London Research Laboratories, Ltd.
<Other Segment Areas> Research (Research)
*2 other company, 11 other company
* Eisai Food & Chemicals Co., Ltd. (Total 9 companies)
(Food and Chemicals Sales) Products
Asia and Others
* Eisai Distribution Co., Ltd. * P.T. Eisai Indonesia (Pharma Prod./Sales)
(Distribution) Distribution * Eisai (Thailand) Marketing Co., Ltd.
Service Products/ (Pharma Prod./Sales)
* Sunplanet Co., Ltd. Bulk * Eisai Taiwan Inc. (Pharma Prod./Sales)
(Other Services) Other * Eisai China Inc. (Pharma Prod./Sales)
Services
* Clinical Supply Co., Ltd. * Eisai Korea Inc. (Pharma Sales)
(Medical Devices Prod./Sales)
* 6 other companies
* Eisai Seikaken Co., Ltd. (Total 11 companies)
(Agro-chemical Prod./Sales)
<Other Segment Areas>
* Eisai Machinery Co., Ltd. North America
(Pharma Machinery Prod./Sales) * Eisai Machinery U.S.A., Inc.
(Total 6 companies) (Pharma Prod. Machinery Sales)
* 1 other company
(Total 2 companies)
Shows sales flow Europe
Symbol Explanation: * Eisai Machinery GmbH
* : Consolidated subsidiary (38 companies) Products (Pharma Machinery Manufacture/Sales)
T : Associated company accounted for by the
equity method (2 companies) * 1 other company
(Total 2 companies)




Affiliated Companies

(Consolidated Subsidiaries)

Company Name
Sanko Junyaku Co., Ltd.
Sannova Co., Ltd.

Elmed Eisai Co., Ltd.

Eisai Food & Chemicals
Co., Ltd.

Eisai Machinery Co., Ltd.

KAN Research Institute,
Inc.

Eisai Distribution Co., Ltd.

Sunplanet Co., Ltd.

Clinical Supply Co., Ltd.

Palma Bee'Z Research
Institute Co., Ltd.

Eisai Seikaken Co., Ltd.

Eisai Corporation of North
America

Eisai Research Institute
of Boston, Inc.

Eisai Inc.

Location
Tokyo
Gunma Pref.
Tokyo

Tokyo

Tokyo

Kyoto

Kanagawa Pref.

Tokyo

Gifu Pref.

Tokyo

Tokyo

New Jersey, USA

Massachusetts,
USA

New Jersey, USA

¥5,262 million
¥926 million
¥450 million
¥100 million
¥100 million
¥70 million

¥60 million

¥455 million

¥80 million
¥50 million

¥50 million

204,100 US$

90,300
Sh9 al

uss$

Voting rights

50.88% Diagnostic product prod./sales

79.97%

100.00%

100.00% Food additives/chemicals sales

100.00%

100.00%

100.00%

85.12%

84.80%

75.44%
(25.44%)

70.00% Agro-chemical production/sales

100.00%
100.00%

Description of Operations

Pharmaceutical
production/sales

Pharmaceutical sales

Pharma machinery
production/sales

Basic research

Pharmaceutical distribution

Administrative/catering/printing

service, real estate
management
Medical devices
production/sales

Diagnostic product research

U.S. subsidiaries holding
company
Basic research/chemical

(100.00%) process research

Relationship/Operations

(E) Pharmaceutical product
purchase

(E) Food/chemicals sales

(E) Basic research

(E) Pharmaceutical product

distribution
(E) Fuiciiase vl

admin./catering/ printing
service, management of (E)

[P R

(E) Diagnostic product
research

(E) Basic research/process

research for clinical trial supply

Note

*2,3

*3

*4,6

*9

*1

*3



Wei-zai Co., Ltd. Taipei, Taiwan 20,000 | NT$ 100.00% |Pharmaceutical sales
; - -
Eisai China Inc. Suzhou, China 254,083 | RMB | | 100-00%|Pharmaceutical production/ | e by aceutical sales | *1
(100.00%)|sales
- . 100.00% . . R
Eisai Hong Kong Co., Ltd. |Hong Kong, China 500 | HK$ (10.00%) Pharmaceutical sales (E) Pharmaceutical sales 1
. (1)
Eisai Korea Inc. Seoul, Korea 3,512,000 Won 100.00% |Pharmaceutical sales -
Hi-Eisai Pharmaceutical Manila, Philippines 31,250 Peso 50.00% |Pharmaceutical production/ (E) Pharmaceutical sales |*1,7,11
Inc. (1.45%)|sales
— - . - -
EIS.aI Pharmaceutlcals Mumbai, India 100,000| Rupee 100.00% |Pharmaceutical production/ (E) Pharmaceutical sales *1.4
India Private Ltd. (1.00%)|sales
(Associated Companies Accounted for by Equity Method) (As of March 31, 2005)
. Common Stock Voting - : . : .
Company Name Location (Unit: thousands) rights Description of Operations Relationship/Operations Note
L Contrast media import/ E) Contrast media
Bracco-Eisai Co., Ltd. Tokyo 340,000 Yen 49.00% t media imp ® '
production/sales purchase
Eisai-Novartis Verwaltungs 50.00% - .
Nuremberg, FRG 25 Euro Prescription pharmaceuticals - *1,12
GmbH 9 (50.00%) prion

*(E) indicates Eisai Co., Ltd.

Notes: *1. Voting rights (%) ownership: Figures in parenthesis represent percentage indirectly owned by the Parent Company.

*2. The stock of Sanko Junyaku Co., Ltd. is traded in the over-the-counter market (JASDAQ).

*3. Specially designated subsidiary according to the stock exchange law.

*4. Newly established and consolidated subsidiary.

*5. Eisai Asia Regional Services Pte. Ltd. has changed its principal operations from pharmaceutical management and sales support
to pharmaceutical sales from April 2004.

*6. Eisai Food & Chemicals Co., Ltd. is a wholly-owned subsidiary, which was newly incorporated by spinning off the Food Additives and
Chemicals Division of the Parent Company in April 2004.

*7. Hi-Eisai Pharmaceutical Inc. was transformed from an associated company accounted for equity method into a consolidated subsidiary
in July 2004 under the application of the "controlling entity" standard.

8. Dymec Co., Ltd. has completed the process of liquidation in September 2004.

*9. The Machinery Division was divested from the Parent Company and transferred to its consolidated subsidiary, Herusu Co., Ltd.,
in October 2004, whose corporate hame was simultaneously changed to Eisai Machinery Co., Ltd.

*10. With the establishment of the European regional headquarters and holding company, Eisai Europe Ltd., in October 2004,
the voting rights of the relevant subsidiary became indirectly owned by the Parent Company.

*11. The Parent Company does not have more than 50 percent ownership in Eisai (Thailand) Marketing Co., Ltd., and Hi-Eisai

Pharmaceutical Inc., but they are considered as consolidated subsidiaries under the application of the "controlling entity" standard.

*12. Eisai Pharma-Chem Europe Ltd. and Eisai-Novartis Verwaltungs GmbH are in the process of liquidation.

*13. In the consolidated financial results for the period under review, the only subsidiary whose sales exceed 10 percent of consolidated
sales is Eisai Inc. and its principal financial results are noted below.

Sales ¥215,200 mil.
Ordinary income ¥11,217 mil.
Net income ¥6,619 mil.
Shareholder's equity ¥30,564 mil.
Total assets ¥115,795 mil.

Wei-zai Co., Ltd. and Eisai Taiwan Inc., consolidated subsidiaries, were merged in April 2005. The surviving company is Eisai Taiwan Inc.




2. Management Policy

1. Basic policy of management

The Eisai Group (hereinafter referred to as ‘the Company’) positions its
mission as “to give first thought to patients and their families and to increase the
benefits healthcare provides.” Consistent with this corporate philosophy, all
Eisai Group members aspire to consistently exemplify a ‘human health care
(hhc) company’ which is capable of making a meaningful contribution under any
healthcare system through meeting the diverse healthcare needs of patients
and their families. We are committed to promoting Compliance with an eye to
observing laws and ethical standards, and to striving to enhance corporate
value while continuing our efforts to further expand the trustworthy relationship
with a wide spectrum of stakeholders including customers, shareholders and
local communities.

2. Issues facing the Company and management strategies

Business environment surrounding the pharmaceutical industry has been
increasingly pressured, as represented by the accelerating healthcare
cost-containment measures in Japan, the U.S. and Europe, the swelling
research and development (R&D) expenditures, and the trend of industry
reorganization. In addition, companies are faced with intensifying public calls for
fulfillment of social responsibilities to ensure global environmental conservation
and sustainability of society, as well as, their own business.

Under such circumstances, the Company has positioned creation of ‘patient
value,” ‘shareholder value,” ‘employee value’ and the fulfilment of corporate
social responsibilities as priorities of management for the enhancement of the
corporate value. Management has been working to implement the following
wide range of measures:

(1) Creation of ‘patient value’

It is our firm belief that the mission of a pharmaceutical company lies in
development of innovative drugs beneficial for patients in overcoming diseases
and improving quality of life, consistent supply of high-quality products, and
proper information provision for safe usage of drugs.

In the pursuit of fulfillment of our mission and higher efficiency, we have
created a ‘seamless value chain’ system, whereby all the operations from R&D,



manufacturing, marketing to pharmacovigilance are conducted in-house,
contributing to the creation of real value for patients with a key focus on
providing greater benefits to patients.

a) Continuous creation of innovative drugs to satisfy medical needs

The Company concentrates management resources on R&D in three
areas of focus — ‘neurology,’ ‘gastroenterology,” and ‘oncology and critical
care.’ In these areas, there are still a great number of patients around the
world and many diseases with no established therapy. Through discovering
innovative drugs of high efficacy, safety and cost-effectiveness, we aim to
meet such unmet medical needs.

Management’s focus on specific therapeutic areas also provides an
opportunity to accumulate information beneficial to all efforts in the R&D
stage through marketing in those areas, which helps us work with accuracy
and speed to improve the likelihood of success in creating innovative drugs.

b) Stable supply of high-quality pharmaceutical products
The Company strives to establish a production system based upon
in- -) Stabéssiydly(ibiroud e CUD W T8 D.801@6@A0bw (syc@® -0.a 6BnamAO0lclt



(2) Enhancement of ‘shareholder value’

We believe that we can pursue our goals of sustained growth and returns to
shareholders through creating ‘patient value’ in the support of shareholders who
share that corporate vision. We shall engage in a constant effort to enhance
‘shareholder value’ through increasing transparency in our business activities in
the course of active and fair disclosure of corporate information.

a) Sustainable growththrough enhancing business foundation

The Company has already established its business centers in major
regions in Japan, the U.S., Europe and Asia. In addition, the Company is
currently pursuing new business opportunities in the markets of enlarged EU,
China and India in prospect of their vast growth potential.

In every territory around the world, the Company is stepping up efforts
for further growth of its leading products such as an Alzheimer’s disease
treatment, Aricept, and a proton pump inhibitor, Pariet (the U.S. brand name:
Aciphex), while striv

disease Tc la



increase the benefits healthcare provides” — that has been shared among
employees in the course of various educational programs, training sessions
and group activities. Management emphasizes the importance of such
employees’ common belief in the corporate vision. Employees who
recognize that their daily business activities, from R&D, production,
administration to sales and marketing, can lead to increase benefits to
patients work with greater satisfaction toward the meaningful goal.

b) Employment and lifestyle stability

The Company provides employees with stable employment, enabling
individuals to maintain their personal lifestyles with appropriate
compensation levels that are rewarding to productivity. Meanwhile, in
addition to ensuring sound management of the health insurance union to
support employees and their families in leading healthy lifestyles, the Parent
Company firmly maintains the corporate welfare pension fund which can
allow employees to work with a sense of security for enjoyable lives after
retirement.

c) Skills development

The Company has put various systems in place for employees to
diversify career options and the programs that provide employees with
opportunities for intersectional exchanges and extended education to enrich
careers. In addition, an employee satisfaction survey and a self-report
system, which allows employees to submit their requests for job assignment
or career development, have been instituted.

(4) Fulfilment of corporate social responsibilities

Fulfilling corporate social responsibilities as well as ensuring transparency

and fairness are priorities of the management, and it is dedicated to achieving
them though the enhancement of internal control system and Compliance. The
Company also demonstrates its attention to its corporate social responsibilities
thorough environmental conservation and philanthropic activities.

a) Enhancement of internal control system

Recognizing a wide spectrum of possible risks in business activities,
we are committed to developing a stronger internal control structure.

The officers and employees of every department will continue to



actively engage in creating the more clarified decision-making procedures
and strengthening the respective monitoring functions to control potential
business risks so that the Company can further improve the effectiveness of
internal control.

b) Promotion of Compliance

To deal with business Compliance issues, the Company has stipulated
a Charter of Business Conduct as well as conduct guidelines and requires
aﬁ‘\lom%rs and employees of their rigorous observance in their daily
activities. Furthermore, the Company continues to improve the
effectiveness of the Compliance program applied to the entire group though
suchrel0 10.8iD -0.053 60 TD -0.0394 TcOroup

10






concurrent post of director.

The Board of Directors Secretariat also has been established to
function as secretariat of the Nominating Committee and the
Compensation Committee.

[Internal Control System]

In accordance with the resolution of the Board, the Parent
Company assigned the executive officers responsibility for storage and
management of information, assessment and management of risks in
each area from finance, law

12



(Unit of amounts: Millions of Yen)

Salary Bonus Retirement allowances
Number Number Number
of Amount of Amount of Amount
persons persons persons
Directors 7 67.05 2 34.50 1 6.60
Corporate 5 21.00 2 29.00
auditors - -
Total 12 88.05 2 34.50 3 35.60

Notes: 1. The amount of remuneration paid to directors reported above was defined
to be within a limit of ¥30 million per month, which was resolved at the
general shareholders meeting held on June 27, 2002 in line with Article
269-1 of the Japanese Commercial Code. The amount received by
directors who are also employees excluded salaries for services as
employee.

2. The amount of remuneration paid to corporate auditors reported above
was defined to be within a limit of ¥7.5 million per month, which was
resolved at the general shareholders meeting held on June 28, 2001 in
line with Article 279-1 of the Commercial Code.

3. The bonuses for directors reported above represent those paid to director
and executive officers for their services during fiscal 2003. The amount
was determined by the Compensation Committee pursuant to the
resolution on appropriation of profit passed at the 92" ordinary general
meeting of shareholders on June 24, 2004.

4. The amount of retirement allowances paid to a director and corporate
auditors reported above was determined by the Compensation Committee
pursuant to the resolution passed at the 92" ordinary general meeting of
shareholders on June 24, 2004.

i) Amounts of remuneration paid to directors and executive officers
after the transition to the Committees System (from June 24, 2004 to
March 31, 2005):

(Unit of amounts: Millions of Yen)

Bonus :
Salary (Performance-related) Retirement allowances
Number Number Number
of Amount of Amount of Amount
persons persons persons
Inside 4| 12870 - - -
directors -
Outside 6 45.90 - -
directors - -
Executive 19|  400.50 - - - -
officers
Total 29 575.10 - - — —

13




Note: The person who is a director and executive officer is not paid for the
services as director.

[Audit Fee]
i) Net amount of fee paid to the auditor by the Parent Company and
the subsidiaries ¥144 million

i) Out of the net fee amount noted at (i), a portion paid for

14



retirement allowances and then set up the revised remuneration system.
The Audit Committee held nine meetings, where the members evaluated
the sufficiency of the procedures for preparing quarterly financial
statements, and the systems of internal control, compliance and risk
management. The findings of the audits were reported to the Board.

15



3. Performance Review and Financial Position

1. Operating results for the period under review
[Sales and income]

The Company achieved the following consolidated financial results for the
period under review:

Net sales: ¥533,011 million (6.6% increase year-on-year)
Operating income: ¥86,807 million (4.5% increase year-on-year)
Ordinary income: ¥89,087 million (6.8% increase year-on-year)
Net income: ¥55,505million (10.7% increase year-on-year)

Net sales gained ground geographically in the U.S. and Europe with
steady growth in Japan as sales of Aricept expanded to ¥162,860 million, up
15.0% year-on-year and those of Pariet (US brand name: Aciphex) increased to
¥132,297 million, up 2.5% year-on-year.

In conjunction with profits, despite the proactive investments in R&D,
operating income secured an upward trend, which was mainly attributable to
cost-reduction as well as efficient usage of managerial resources.

Current income expanded mainly due to occurrence of currency gain
caused by the depreciation of the yen, and a reduction in the tax expense in
addition to the facts mentioned above.

[Conditions by segment]
(Net sales for each segment are those to external customers.)
(1) Performance by operating segment

I Pharmaceuticals segment:
In the Pharmaceuticals segment, sales of Aricept soared and those of
Aciphex/Pariet achieved solid growth in Japan, the U.S., and Europe.
Meanwhile in the U.S., Zonegran, an anti-epilepsy drug, was launched inthe
end of April 2004.

16
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million while income taxes paid totaled ¥37,961 million.

Cash outflows arising out of investing activities amounted to ¥37,531
million, an increase of ¥10,275 million, out of which ¥21,670 million was used
for purposes of acquiring tangible fixed assets and ¥17,535 million was used for
purpose of acquiring intangible assets.

Net cash used in financing activities amounted to ¥16,743 million, an
decrease of ¥4,613 million from the same period of the previous year.

As a result of such operating, investing and financing activities, cash and
cash equivalents at the end of the period under review came to ¥142,429 million,
down ¥3,687 million from the end of the previous year.

[Trends in Financial Indicators]

Year ended Year ended Year ended Year ended Year ended
March 2001 March 2002 March 2003 March 2004 March 2005
Shareholders’

19






4. Progress in Research and Development and other Business Areas
[Projects under development]

The Company concentrates its managerial resources on the following
research areas; neurology, gastrointestinal and oncology/critical care,
thereby implementing proactive research and development activities.
Research and development endeavors have been focusing on the following
key projects in Phase Il trials: E5564 (generic name: eritoran), an endotoxin
antagonist for sepsis and prevention of post coronary artery bypass graft
surgery complications; E7070 (generic name: indisulam); E7389 for
cancer; and E2007 for Parkinson’s disease, epilepsy and multiple sclerosis
based on selective AMPA receptor antagonism. The Proof-of-Concept of
these four projects are ongoing.

<Projects in the U.S. and EU>

Zonegran (generic name: zonisamide), an anti-epileptic drug, obtained a
Marketing Authorization Approval in EU from the European Commission in
March 2005.

In terms of Inovelon (generic name: rufinamide), which the Company
acquired from Novartis Pharma AG, a Marketing Authorization Application
was submitted to European Medicines Agency in March 2005 through the
European Union's Centralized Procedure as adjunct therapy for
Lennox-Gastaut Syndrome.

Regarding TVP-1012 (generic name: rasagiline) developed by Teva
Pharmaceutical Industries Ltd.(Israel), for Parkinson’s disease, the
Company is conductiing Phase Il trial in the U.S. for the potential additional
indication of Alzheimer’s disease in combinationwith Aricept.

The licensing agreement for the Company’s original triazole-type anti-fungal
agent (generic name: ravuconazole) with Bristol-Myers Squibb U.S. was
terminated in October 2004. The Company will proceed with an
independent development program mainly in the U.S.

<Projects in Japan>

A new indication application for the antiarrhythmic agent, Tambocor, was

21



<Life Cycle Management for main products>

<In-

As for the life-cycle management for Aricept and Aciphex/Pariet, the
Company has been working on new indications and new formulations to
maximize the product potential.

For Aricept, the Company is proceeding with clinical trials and plans to
submit additional data in the U.S. Additionally, the Company plans to
resubmit an application in the EU in connection with vascular dementia
indication. The Company submitted a liquid formulation application in the
EU in May 2004. Aricept obtained approval for orally disintegrating tablet
and liquid formulations in October 2004 in the U.S.

For Pariet, the Company obtained approval for on-demand therapy of
symptomatic gastro-oesphageal reflux disease in April 2004, and for the
treatment of Zollinger-Ellison Syndrome in June 2004 in the EU. Phase llI
trial of Pariet for non-erosive gastroesophageal reflux disease was initiated
in June 2004. In Japan, an application for Pariet was filed for H.pylori
eradication in March 2005.

22



facility with functions of process research and production of active
pharmaceutical ingredients, was completed in August 2004 and at present
the full-fledged manufacturing was commenced beginning February 2005.
The Company has started preparation for the production of new products to
come by renovating existing plants.

I The Company is committed to continually

23



With respect to net sales, we expect a further expansion of Aricept and
Aciphex/Pariet in the respective nations of the world as well as additional boost
by anti-epileptic agent Zonegran, that was acquired and initiated for marketing
in the U.S. in 2004 and was approved in Europe; despite getting stringent
healthcare cost-containment measures in Japan, the U.S. and Europe.

With respect to sales, we expect 185,000 million yen in Aricept (13.6%
increase year-on-year), and 145,000 million yen in Aciphex/Pariet (9.6%
increase year-on-year).

We also envision an increase in profits, building upon improvement in
cost-to-sales ratio and efficiency in managerial resources in spite of proactive
investment in R&D on a continuous basis.

Regarding dividends, we plan to repatriate an annual total dividend of ¥80
per share, an increase of ¥24 per share over the previous year.(An interim
dividend: ¥40 per share, a fiscal year-end dividend: ¥40 per share)

Risk Factors

Materials and information provided in this financial disclosure may contain
“forward-looking statements” based on current expectations, forecasts,
estimates, business goals and assumptions that are subject to risks and
uncertainties, which could cause actual outcomes and results to differ materially
from these statements.

Risks and uncertainties include general industry and market conditions,
and general domestic and international economic conditions such as interest
rate and currency exchange fluctuations.

Certain nsk factors particularly apply with respect to the Company-related
forward-looking statements. Risk factors associated with our business include,
but are not limited to, risks related to strategic alliances with partners,
challenges arising out of global expansion, risks related to intellectual property
rights, uncertainties in new pharmaceutical product development, healthcare
cost-containment measures, intensified competition with generic drugs, possible
incidence of adverse events, compliance with laws and regulations, litigations,
closure or shutdown of factories, safety issues of raw materials used,
environmental issues, conditions of financial markets and foreign exchange
fluctuations, and IT security-related risks.
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4-1) CONSOLIDATED BALANCE SHEET (ASSETS)

Increase/
Decrease
(Millions of
0, 0,
Note (%) (%) Yen)
ASSETS

Current assets:



4-2) CONSOLIDATED BALANCE SHEET
(LIABILITIES, MINORITY INTERESTS AND SHAREHOLDERS' EQUITY)

Increase/
Decrease



5. CONSOLIDATED STATEMENTS OF INCOME

April 1, 2003 - April 1, 2004 - Increase/

March 31, 2004 March 31, 2005 Decrease

Account Title Note (Millions of Yen) (%) (Millions of Yen) (%) %'L‘(‘Z:}S
Net sales ¥500,164 | 100.0 ¥533,011 | 100.0| ¥32,847
Cost of sales 1 97,181 | 19.4 98,614 | 185 1,433

Gross profit on sales 402,982 | 80.6 434,396 | 81.5 31,413

Provision (Reversal) of reserve for sales returns 37 0.0 (128)| (0.0) (165)
Gross profit 402,945 | 80.6 434,525 | 815 31,579
Selling, general and administrative expenses

Research and development expenses 1 69,018 [13.8] 78,325 [14.7]

Selling, general and administrative expenses 250,865 319,884 | 64.01 269,392 347,717 | 65.2 27,833
Operating income 83,061 | 16.6 86,807 | 16.3 3,746
Non-operating income

Interest income 1,337 1,700

Dividend income 380 441

Foreign exchange gain _ 49

Gain on sales of securities 19 3

Amortization of excess of net assets over cost 72 86

Equity in earnings of associated companies 31 25

Other non-operating income 470 2,311 0.5 619 2,926 0.5 615
Non-operating expenses

Interest expense 28 52

Foreign exchange losses 977 _

Depreciation 279 151

Finance charge on collection of receivable _ 198

Other non-operating expenses 706 1,990 0.4 242 646 0.1 (1,344)
Ordinary income 83,382 | 16.7 89,087 | 16.7 5,705
Special gain

Gain on sales of fixed assets 2 600 253

Gain on sales of investment securities 1 1,156

Reversal of allowance for doubtful receivables 59 _

Gain on exemption from obligation of substitutional 3.732

portion of employees' Welfare Pension Fund -

Other special gain 14 4,408 0.9 27 1,437 0.3 (2,970)
Special loss

Loss on disposal of fixed assets 3 2,751 655

Loss on impairment of investment securities 112 _

Additional severance payment 679 _

Loss on litigation 4 422 1,434

Loss on disposal of inventories _ 352

Other special loss 5 1,302 5,268 1.1 431 2,873 0.6 (2,394)
Income before income taxes and minority 82,522 | 16.5 87,652 | 16.4 5,129
interests
Income taxes-current 39,980 41,754
Income taxes-deferred (7,053) 32,927 6.6 (9,953) 31,801 6.0 (1,125)
Minority interests (loss) (553)| (0.1) 345 0.0 899
Net income ¥50,148 | 10.0 ¥55,505 | 10.4 ¥5,356
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6. CONSOLIDATED STATEMENTS OF CAPITAL SURPLUS/RETAINED
EARNINGS

Note

Capi TD -0.0e 145E55 T2jlllidends

Capital surplus at beginning ¥55,222 ¥55,222
55,222 55,222
302,669 342,830
Increase in retained earnings
- Net income 50,148 55,505
Decrease in retained earnings
- Dividends 9,920 11,223
- Bonuses to directors 66 34
- Loss on disposal of treasury stock - 9,987 1 11,258

¥342,830 ¥387,077



7. CONSOLIDATED STATEMENTS OF CASH FLOWS

April 1, 2003- April 1, 2004- Increase/
March 31,2004 March 31,2005 Decrease
Note (Millions of Yen) (Millions of Yen) (Millions of Yen)

¥82,522 ¥87,652
18,488 22,445
Amortization of excess of net assets over cost (72) (86)
214 95
(1,718) (2,142)
28 52

(31) (25)






April 1, 2003 - March 31, 2004

April 1, 2004 - March 31, 2005

Inventories are stated at cost substantially determined
by average method for the Parent Company and the
consolidated subsidiaries in Japan, and at lower of
cost or market method determined by the first-in
first-out method in the consolidated subsidiaries
outside Japan, for finished products, goods,
work-in-process products, raw materials and other
stored items.

(2) Depreciation of Fixed Assets

(a) Property, plant and equipment:

Property, plant and equipment are stated at cost.
Depreciation is computed by the declining-balance
method at rates based on the estimated useful lives of
the assets in the Parent Company and consolidated
subsidiaries in Japan, while the straight-line method is
used in subsidiaries outside Japan. The ranges of
useful lives of assets are noted as follows:

Buildings: 15 to 65 years

Machinery and equipment: 6 to 7 years

(b) Intangible assets:

Intangible assets are carried at cost less accumulated
amortization, which is computed by the straight-line
method for the Parent Company and all consolidated
subsidiaries. Amortization for software used internally
is computed by the straight-line method over useful
lives of five years.

(3) Accounting policies for certain reserves:

(a) Allowance for doubtful receivables:

The allowance for doubtful receivables is stated at
amounts considered to be appropriate based on the
Company's past credit loss experience and on
evaluation of potential losses in receivables
outstanding.

(b) Reserve for sales rebates:

The reserve is stated at an amount determined by
multiplying inventories of distributors at the end of the
period by the average rebate ratio, in order to provide
for expenditures of sales rebates expected to be
incurred after the end of the period. In addition, a
portion of sales rebates in consolidated subsidiaries is
calculated using an estimated rebate percentage
associated with sales amounts at the end of the
period.

(c) Other reserves:

For the Parent Company and certain consolidated
subsidiaries in Japan, other reserves are stated in
amounts noted below and are included in other
reserves in current liabilities of the period.

Same as at the left.

(2) Depreciation of Fixed Assets
(a) Property, plant and equipment:
Same as at the left.

(b) Intangible assets:
Same as at the left.

(3) Accounting policies for certain reserves:
(a) Allowance for doubtful receivables:
Same as at the left.

(b) Reserve for sales rebates:
Same as at the left.

(c) Other reserves:
Same as at the left.
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April 1, 2003 - March 31, 2004 | April 1, 2004 - March 31, 2005
i) Reserve for sales returns:
A reserve is provided at an amount sufficient to
cover possible losses on sales returns. It is
determined by multiplying the accounts receivable
balance by the average return ratio over
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April 1, 2003 - March 31, 2004
plan assets to be thereby returned were extinguished
as of the approval date of exemption of future
obligation thereof. As a result, the Parent Company
accounted for a gain on exempted obligation of
substitutional portion of employees’ Welfare Pension
Fund in the amount of ¥3,732 million as special

3 Ma
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April 1, 2003 - March 31, 2004 | April 1, 2004 - March 31, 2005
Foreign currency forward contracts
(i) Hedged items:
Trade receivables and payables including
committed transactions denominated in foreign
currencies

(c) Hedging policy:
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April 1, 2003 - March 31, 2004

April 1, 2004 - March 31, 2005

insignificant risk of changes in value, all of which
mature or become due within three months of the date
of acquisition.

Changes in Presentation Methods

April 1, 2003 - March 31, 2004

April 1, 2004 - March 31, 2005

(Consolidated Statements of Income)

As well as patent infringement litigation expenses,
“Loss on litigation” includes “Loss on vitamin E
litigation settlement’” which was presented as a
separate component of Special loss in the previous
period. Loss on vitamin E litigation settlement in this
period accounted for ¥210 million.

(Consolidate Balance Sheet)

The contribution to a similar partnership as investment
limited partnership was presented as “Other assets”,
included in “Investments and other assets,” in the
previous period. However, in accordance with the
revision of the certain portion of Securities and
Exchange Law (the 97th issue on June 9, 2004), it was
presented as “Investment securities,” included in
“Investments and other assets” from this period. Total
contribution to a similar partnership as investment
limited partnership as of March 31, 2005 was ¥67
million.

(Consolidated Statements of Income)

1. As the amount of “Finance charge on collection of
receivable,” included in “Other non-operating
expenses” in the previous period, exceeded 10%
of total non-operating expenses in this period, it
was separately treated and presented in an
independent account title. The reported amount as
“Finance charge on collection of receivable” in the
previous period was ¥177 million.

As the amount of “Reversal of allowances for
doubtful receivables,” separately treated and
presented in an independent account title in the
previous period, was ¥7 million in this period,
accounting for less than or equal to 10% of total
special gain, it was included in “Other special
gain.”

As the amount of “Loss on disposal of inventories,”
included in “Other special loss” in the previous
period, exceeded 10% of total special loss in this
period, it was separately treated and presented in
an independent account title. The reported amount
as “Loss on disposal of inventories” in the previous
period was ¥150 million.

As the amount of “Loss on impairment of
investment securities,” separately treated and
presented in an independent account title in the
previous period, was ¥63 million in this period,
accounting for less than or equal to 10% of total
special loss, it was included in “Other special
loss.”
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Additional Information

April 1, 2003-
March 31, 2004

April 1, 2004-
March 31, 2005

(Pro forma standard taxation)

In accordance with the revised Japanese tax code
regarding the treatment of ‘pro forma standard tax' in
the category of enterprise taxes in Statements of
Income, as stated in Practical Issues Task Force
No.12 proclaimed on February 13, 2004, enterprise
taxes levied in proportion to added value and capital
amounting to ¥851 million is recognized as ‘Selling,
general and administrative expenses’ starting this
period.

NOTES TO CONSOLIDATED BALANCE SHEET

March 31, 2004

March 31, 2005

*1. Account titles and amounts of investments in
associated companies:
Marketable securities (stocks)
Investments in other assets

¥363 mil.
¥1mil.

2. Contingent debts:
The Parent Company is a solidarity guarantee for the
following warrantees:

Warrantee Item Yen

(mil.)

Employees | Housing |,
loans

*3. ¥329 million was deducted from acquisition cost
of tangible fixed assets at the end of the period by the

reduction-entry of government subsidies. Details of
reduction entries are as follows:
Buildings and structures ¥19 mil.
Machinery and equipment ¥184 mil.
Others ¥125 mil.

*4. |ssued stocks:
Common stock

Treasury stocks
Common stocks

296,566,949 shares

8,789,679 shares

*1. Account titles and amounts of investments in
associated companies:
Marketable securities (stocks)
Investments in other assets

¥349 mil.
¥1 mil.

2. Contingent debts:
The Parent Company is a solidarity guarantee for the
following warrantees:

Warrantee Item Yen

(mil.)

Employees | Housing |
loans

*3. ¥336 million was deducted from acquisition cost
of tangible fixed assets at the end of the period by