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1. CONSOLIDATED SEMIANNUAL FINANCIAL RESULTS
(APRIL 1, 2004 — SEPTEMBER 30, 2004)

(1) RESULTS OF SEMIANNUAL OPERATIONS

Period Net Sales Percent Operating Percent Ordinary Percent
Change Income Change Income Change
April 1, 2004-
September 30, 2004 ¥ 260,984 mil. 5.3% ¥41,582 mil. 1.5% ¥43,222 mil. 6.3%
April 1, 2003-
September 30, 2003 ¥ 247,768 mil. 5.7% ¥40,973 mil. 1.3% ¥40,659 mil. 1.4%
April 1, 2004-
September 30, 2004 ¥27,564 mil. 10.9% ¥95.79 ¥05.77
April 1, 2003-
September 30, 2003 ¥24,858 mil. 11.7% ¥85.20 ¥85.19
April 1, 2004-
March 31, 2004 ¥50,148 mil. ¥172.11 ¥172.11
Notes: 1. Investment loss and profit accounted for by the equity method:
Interim period ended September 30, 2004: ¥15 mil.
Interim period ended September 30, 2003: (¥3 mil.)
Fiscal year ended March 31, 2004: ¥31 mil.

All figures less than 1,000,000 yen have been omitted.
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(3) CASH FLOW CONDITION

Period End Operating Investing Financial Cash & Cash
Cash Flow Cash Flow Cash Flow Equivalents

September 30, 2004 ¥40,781 mil. (¥21,495 mil.) (¥4,609 mil.) ¥163,665 mil.

September 30, 2003 ¥45,843 mil. (¥15,300 mil.) (¥4,534 mil.) ¥149,950 mil.

March 31, 2004 ¥72,718 mil. (¥27,256 mil.) (¥21,357 mil.) ¥146,116 mil.

(4) NUMBER OF CONSOLIDATED SUBSIDIARIES, NON-CONSOLIDATED
SUBSIDIARIES AND ASSOCIATED COMPANIES ACCOUNTED FOR BY THE

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'), 35 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] [Overseas]
<Pharmaceuticals Segment> <Pharmaceuticals Segment>

North America

* Sanko Junyaku Co., Ltd. Buk " |* Eisai Inc. (Pharma Prod./Sales)
(Diagnostics Prod./Sales)

Products * Eisai Research Institute of Boston, Inc.
* Sannova Co., Ltd. > Research (Basic Research)
(Pharma Prod./Sales)
j Products < * Eisai Medical Research Inc.(Clinical Research)
* Elmed Eisai Co., Ltd. Research
(Basic Research)
Europe
* Palma Bee'z Research Institute E Research
Co., Ltd < * Eisai Ltd. (Pharma Sales/Clinical Development)
(Diagnostics Prod. Research) Research
I
* Eisai Farmaceutica, S.A.
<Other Segment Areas> (Pharma Sales Promotion)
C Research
* Eisai Food & Chemicals Co., Ltd. * Eisai London Research Laboratori
(Food and Chemicals Sales) Products (Research)
@] # 1 other company (Total 7 com
* Herusu Co., Ltd. Products ,
(Pharma Prod. Machinery, Sales) < > Asia and Others
Products | L
* Eisai Distribution Co., Ltd. > [« P.T. Eisai Indonesia (Pharma Pro es)
(Distribution) Distribution| T Products/ t Eisai Taiwan Inc. (Pharma Prod./
Service Bulk * Eisai China Inc. (Pharma Prod./S
* Sunplanet Co., Ltd. » D
(Other Services) Other * Eisai Korea Inc. (Pharma Sales)
Services
* Clinical Supply Co., Ltd. * 6 other companies
(Medical Devices Prod./Sales) (Total 10 com s)
* Eisai Seikaken Co., Ltd.




Affiliated Companies

(Consolidated Subsidiaries)

(As of September 30, 2004)

Company Name Location Common Stock \éztr:';g Description of Operations Relationship/Operations Note
Sanko Junyaku Co., Ltd. Tokyo ¥5,262| million 50.93% |Diagnostic product prod./sales - *2,3
. ' . E) Pharmaceutical product
Sannova Co., Ltd. Gunma Pref. ¥926| million 79.97%|Pharmaceutical production/sales E)u)rchase p *3
Elmed Eisai Co., Ltd. Tokyo ¥450| million | 100.00% |Pharmaceutical sales -
Etlzal Food & Chemicals Co., Tokyo ¥100| million | 100.00% |Food/chemicals sales (E) Food/chemicals sales *5
KAN Research Institute, Inc. |Kyoto ¥70| million | 100.00% |Basic research (E) Basic research
Pharmaceutical machinery, quasi () Pharmaceutical machinery,
Herusu Co., Ltd. Tokyo ¥64| million [ 100.00% ¥:q etc. sales, quasi-drugs etc. *11
drugs, etc. sales
purchase
. . T E) Pharmaceutical product
Eisai Distribution Co., Ltd. Kanagawa Pref. ¥60| million | 100.00% |Pharmaceutical distribution Eiis)tribution p
- . . . (E) Purchase of admin./catering/
Al P S .
Sunplanet Co., Ltd. Tokyo ¥455( million 85.12% dm.mlstratlve/Catenng/ rinting printing service, management of
service, Real estate Management
(E) real estate
Clinical Supply Co., Ltd. Gifu Pref. ¥80| million 84.80% |Medical devices production/sales
Palma Bee'Z Research .- 75.46%]| . . . .
) Tokyo ¥50| million Diagnostic product research E) Diagnostic product research *1
Institute Co., Ltd. ky (25.46%) 9 P ® g P
Eisai Seikaken Co., Ltd. Tokyo ¥50| million 70.00% |Agro-chemical production/sales _
Unit=thousand
isai i f North - )
il;ilri(ita)rporatlon of Nort New Jersey, USA 204,100 | US$ 100.00%|U.S. subsidiaries holding company *3
L 100.00% . ) ) N
Eisai Inc. New Jersey, USA 83,600 | US$ (100.00%) Pharmaceutical production/ sales (E) Pharmaceutical bulk sales 1,3,10
Eisai Research Institute of [Massachusetts, 90300 | UsS 100.00% [Basic research/chemical process (E) Basic research/ clinical trial x13
Boston, Inc. USA ' (100.00%) [research process research '
100.00%
Eisai U.S.A,, Inc. N , USA 29, Others *1
isai U.S.A., Inc ew Jersey, US 9,500 | US$ (100.00%) _
100.00% . - E) Pharmaceutical clinical
Eisai Medical Research Inc. |New Jersey, USA 1,000 | US$ 00.00% Pharmaceutical clinical research ® *1
(100.00%) research
100.00% . . E) Pharmaceutical machiner
Eisai Machinery U.S.A., Inc.  |New Jersey, USA 1,000 | US$ 00.00% Pharmaceutical machinery sales ® Y *1
(100.00%) sales
Eisai Ltd. London, UK 15,548 | UKE 100.00% Pharmaceutical sales/clinical (E) Pharmaceutical clinical
research research
E;st)a(;r:?gr?;sn Ezsearch London, UK 12,000 | UKE 100.00% |Basic research (E) Basic research
Et'ja' Pharma-Chem Europe |, . 4on, uk 100 | UKE | 100.00%|Others *9
Eisai GmbH Frankfurt, FRG 7,669 | EUR 100.00% |Pharmaceutical sales (E) Pharmaceutical sales
- . 100.00% |Pharmaceutical machinery (E) Pharmaceutical machinery
FR 1,27 EUR *1
Eisai Machinery GmbH Cologne, FRG ,278 U (100.00%) |prod./sales sales
Eisai S.A.S. Paris, France 19,500 | EUR 100.00% |Pharmaceutical production/sales _
Eisai B.V. Amsterdam, Neth. 540 | EUR 100.00% |Pharmaceutical production/sales (E) Pharmaceutical bulk sales
Eisai Farmaceutica, S.A. Madrid, Spain 4,000 | EUR 100.00% |Pharmaceutical sales promotion _
P.T. Eisai Indonesia Jakarta, Indonesia 5,000 | US$ 80.40% |Pharmaceutical production/sales (E) Pharmaceutical sales
E:Z&IL:;SIG Regional Services Singapore 26,400 S$ 100.00% [Pharmaceutical Sales (E) Pharmaceutical Sales *4
. ) . 100.00% ) . .
Eisai (Malaysia) Sdn. Bhd. Petal. Jaya, Malaysia 470 M$ (5.74%) Pharmaceutical sales (E) Pharmaceutical sales 1
Eisai (Thailand) Marketing . 49.90% ’ . .
Bangkok, Thailan 11, Bah Pharmaceutical production/sales E) Pharmaceutical sales *1,8
Co., Ltd. angkok, Thailand 000 | Baht | 19 900s) p ®
Eisai Taiwan Inc. Taipei, Taiwan 250,000 | NT$ 100.00% |Pharmaceutical production/sales (E) Pharmaceutical sales
p
Weizai Co., Ltd. Taipei, Taiwan 20,000 | NT$ 100.00% |Pharmaceutical sales _
. ) 100.00% ) ) .
Eisai China Inc. Suzhou, China 139,274 | RMB Pharmaceutical production/ sales (E) Pharmaceutical sales *1

(100.00%)
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100.00% Pharmaceutical

Eisai H K ., Ltd. H K hi HK
isai Hong Kong Co., Ltd ong Kong, China 500 $ (10.00%) production/sales
Eisai Korea Inc. Seoul, Korea 3,512,000 Won 100.00% Pharmaceutical sales
. . 0
Hi-Eisai Pharmaceutical Manila, Philippines 31,250 Peso 50.00% Pharmaceutical prod./sales
Inc. (1.45%)

(Equity in Earnings in Associated Companies Accounted for Equity Method)

Company Name Location \r/;tr']rgg Description of Operations
L Contrast media import/
Bracco-Eisai Co., Ltd. Tokyo 340,000 Yen 49.00% . P
production/sales
Eisai-Novartis Verwaltungs 50.00% - .
Nuremberg, FRG 25 Euro Prescription pharmaceuticals
GmbH g (50.00%) pronp

(E) Pharmaceutical sales

(E) Pharmaceutical sales

Relationship/Operations

(E) Contrast media
purchase

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. (E) indicates Eisai Co., Ltd.
*4. Eisai Asia Regional Services Pte. Ltd. has changed its principal operations from pharmaceutical management and sales support

to pharmaceutical sales from April 2004.

*5. 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.

*6. Hi-Eisai Pharmaceutical Inc. was transformed from an associated company accounted for equity method into a consolidated

subsidiary in accordance to the real controlling power standard when the Parent Company gained a 50% ownership in July 2004.

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

*8. The Parent Company does not have a 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.

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

*10. In the consolidated financial results for the period under review, the only subsidiary whose sales exceed ten percent of

consolidated sales is Eisai Inc. and its principal financial results are noted below.

Sales ¥103,061 mil.
Ordinary income ¥5,414 mil.
Net income ¥3,196 mil.
Shareholder's equity ¥28,001 mil.
Total assets ¥118,014 mil.

*11. The Machinery Division was divested from the Parent Company and transferred to its consolidated subsidiary, Herusu Co., Ltd.,

*1,6,8

Note

*1,9



2. Management Policy

1. Basis of management
The Eisai Group (hereinafter referred to as



and economical efficiency, we are dedicated to meeting unmet medical
needs.

Our drug discovery laboratories established in Japan, the U.S. and Europe
conduct research in close collaboration with an eye to innovative drug
discovery. With respect to clinical research, the Company promotes efficient
clinical development in Japan, the U.S. and Europe with the target of filing
one new molecular entity (NME) each year while strengthening product
life-cycle management in order to provide more benefits to patients. At the
same time, the Company intends to enrich its pipeline through proactively
promoting joint research, strategic alliances, and licensing activities with
research organizations and corporations in Japan and overseas.



In pursuit of further promotion of our major growth drivers such as an
Alzheimer’s disease treatment, Aricept, and a proton pump inhibitor, Pariet
(the U.S. name: Aciphex), the Company is shoring up its sales force in each
area around the world. In the U.S. and Europe, more improved business
platform has been sought through strategic alliances including, but not
limited to, the acquisition of an anti-epilepsy drug, Zonegran, from Elan
Corporation, plc. in March 2004 in a bid to enrich its product lineup in the
neurology area.

The Company is also proactive in expansion of marketing territories. In
Europe, we envision to explore business opportunities in the enlarged
market of European Union (EU). As for Asian market, we have initiated
inroad into the Indian market with vast growth potential.

Such efforts for fortified business infrastructure and development of new
markets will help us ensure sustained growth.

b) Basic policy on profit appropriation

With respect to profit distribution, the Company intends to reward
shareholders by stable dividends in consideration of the consolidated
financial performance together with dividends on shareholders’ equity ratio
(DOE), and by the flexible implementation of share buyback. In the
meantime, the funds will be also allocated to enrich R&D activities and
reinforce business infrastructure with an eye to beefing up competitive
advantage among peers.

(3) Creation of ‘employee value’
With the recognition that ‘each employee is the Company’s invaluable asset,
Eisai is committed to promoting employees’ skills development, taking into
account each individual’s strengths and wishes while providing employees with
rewarding working environment. The Company is promoting the relevant
activities in conjunction with human resources policy in response to the changes
in the surroundings, thereby enhancing capabilities and motivation of
employees.
a) Skills development
With respect to skills development, the Company, while ensuring equal
opportunities, has put in place various systems to diversify career options for
employees and the programs whereby intersectional exchanges and



overseas education can be implemented for purposes of enriching their
careers. In addition, the employee satisfaction survey and the self-report
system whereby employees can submit their requests including, but not
limited to, the job assignment have been instituted.

b) Safety, hygiene and health management
Eisai is furthering the acquisition of ‘OHSAS’, a certification for Occupational
Health and Safety, 0 2 4 4 Tc 0.20614 TrderTD promot Tw
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decision-making which could lead to enhancement of agile management. At
the same time, the Board intends to reinforce management oversight
functions. The majority of the Board of Directors consists of outside
directors (6 out of 11) with an eye to improving management transparency
and fairness. The Company’s Chairman, who has no executive power,
remains at the post of the Chair of the Board. The Chairperson of each
Committee was appointed from among the outside directors. The
Nominating Committee and the Compensation Committee are composed
entirely of three outside directors respectively in a bid to secure their
independence in performing duties, while the Audit Committee is comprised
of five directors including three outside directors invited as experts in
finance, accounting or law respectively in order to enhance the auditing
functions thereof.

b) Executive officers

Nineteen executive officers were appointed by the resolution of the Board of
Directors.

c) Secretariat division

The dedicated Board of Directors Secretariat has been newly established,
while concurrently functioning as Secretariat of the Nominating Committee
and the Compensation Committee. The Company also has established
‘Management Audit Department’ under the direct control of the Audit
Committee.

(2) Relationship with outside directors

Four new outside directors were appointed at the general shareholders’ meeting

in June 2004

Mr. Mitsuo Minami and Mr. Katsuro Tanaka, who had retired as auditors at the

expiration of their terms, have now assumed 2c05ia01598 Tw (inorf Tw () Tx TDTD 0.0430.6n O.!

11



3. Performance Review and Financial Position
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(2) Performance by geographical area

Japan:

Sales in Japan amounted to ¥133,333 million, up 3.3% while operating income
came to ¥35,917 million, down 7.7%.

In the pharmaceutical segment, despite the negative factors such as effects
incurred by the National Health Insurance reimbursement (NHI) price revision,
sales of Aricept augmented to ¥17,347 million, up 27.0% and those of Pariet
soared to ¥8,373 million, an increase of 43.1% respectively, resulting in the
overall gain in net sales. Notwithstanding the solid performance of the
pharmaceutical sales, diminished exports as well as proactive investments in
clinical studies, among others, deteriorated the operating income level thereof
on a year-on-year basis.

North America:
Sales in North America expanded 6.0% to ¥102,675 million, and operating

income rose 2.4% to ¥5,621 million.
Sales of Aricept advanced 4.5% to ¥44,192 million while sales of Aciphex

declined 3.9% to ¥51,850 million. (Notwithstanding the foregoing, sales of
Aciphex ascended 3.2% on a dollar-denominated basis.) Meanwhile, Zonegran

achieved 5- -
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[Profit distribution]

In connection with dividends payout, the Company intends to set the interim
dividend at ¥21 per share, which is an increase of ¥3 per share over the
previous interim period.

2) Financial condition for the period under review

[Assets, etc.]

Total assets at the end of the interim period under review stood at ¥664,851
million, an increase of ¥49,074 million from the end of the previous year, most of

14



anti-epilepsy drug. Net cash used in financing activities totaled at ¥4,609

million, an increase of ¥74 million from the same period of the previous year,
with the main usages thereof being the dividends payment.
As a result of such operating, investing and financing activities, cash and cash
equivalents at the end of the interim period under review came to ¥163,665
million, up ¥17,548 million from the end of the previous fiscal year.

[Trends in Financial Indicators]

Year ended Year ended Year ended Year ended ﬁlg(t;ea?megfrei?]ziﬁf
March 2001 March 2002 March 2003 March 2004 Ma}’ch 2005 9
Shareholders’
oty radio 0% 63.0 64.9 65.6 68.1 66.5
M;”‘?t cap. 168.3 164.8 107.7 131.8 129.8
atio (%)
Debt
repayment 0.31 0.15 0.04 0.03 0.04

term (years)
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3) Second Quarter Financial Highlights (July 1, 2004 — September 30, 2004)

1 Consolidated net sales during the quarter amounted to ¥138,305 million,
which was a 5.5% increase compared to the corresponding period last year.

1 In conjunction with consolidated net sales of major in-line products, sales of
Aricept amounted to ¥41,927 million, up 16.1% year-on-year, along with
sales of ¥8,430 million, up 26.0% in Japan and those of ¥26,068 million, up
12.6% in the North America. Sales of Pariet (U.S. brand name: Aciphex)
shrank by 8.5% to ¥34,479 million. While the sales took an upturn by 24.7%
to ¥5,132 million in Japan, those diminished 13.8% to ¥27,025 million in the
U.S.

I With respect to net sales to external customers by each geographic area,
Japanese sales secured a 4.5% increase and the North American market
gained ground by 4.8% while the European territories registered 12.8%
growth and ‘Asian and other markets’ expanded by 20.6% on a
year-on-year basis respectively.

I In connection with expenses, research and development expenses resulted
in ayear-on-year increase of 16.0% to ¥19,305 million while selling, general
and administrative expenses amounted to ¥69,780 million, which was an
increase of 2.7%. On the other hand, cost of goods sold came to ¥26,271
million, up 6.6% with the sales cost ratio being 19.0%.

I When it comes to earnings results, operating income for the quarter was
enhanced to ¥22,947 million, a 4.8% increase year-on-year; ordinary
income came to ¥23,758When it cTw
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4) Progress in Research and Development and other Business Areas

[Projects under development]

Eisai concentrates company resources in neurology, gastroenterology and
oncology areas, thereby proactively proceeding with R&D activities in these
areas.

The Company particularly focuses on four major development projects including
E5564 (generic name: eritoran), an endotoxin antagonist for the treatment of
sepsis and CABG (prevention of endotoxin-related complications after Coronary
Artery Bypass Graft surgery)

17



drug application in the U.S. and a marketing application in the EU are being
prepared for filing within this fiscal year. Regarding TVP-1012 (generic name:
rasagiline) to be co-promoted in the U.S. for Parkinson’s disease with Teva
Pharmaceutical Industries Ltd., headquartered in Israel, Phase Il trials have
started in the U.S. for Alzheimer’s disease.

Meanwhile, the Company terminated the licensing agreement of the
triazole-type anti-fungal agent (generic name: ravuconazole) with Bristol-Myers
Squibb (Headquarters: New York). Pursuant to the termination thereof, Eisai will
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Meanwhile, our published “Environmental and Social Report 2004” contains a
summary of management system for dealing with environment, safety and
occupational issues as well as a report on the accomplishments arising out of
such control vis-a-vis the envisioned objectives thereof.

5) Outlook for the fiscal year 2004
The financial forecast on a consolidated basis for the full fiscal year ending
March 2005 that was announced in May 2004 remains intact as follows:

Net sales: ¥520,000 million (4.0% increase year-on-year)
Operating income: ¥86,000 million (3.5% increase year-on-year)
Ordinary income: ¥86,000 million (3.1% increase year-on-year)
Net income: ¥52,000 million (3.7% increase year-on-year)
(Foreign exchange assumptions for the second half of the fiscal year ending March 2005)
US$1=¥105, Euro 1=¥125, Sterling Pound 1=¥185

Regarding dividends, we plan to repatriate an annual total dividend of ¥42 per
share, an increase of ¥6 per share over the previous year with the prospective
fiscal year-end dividend being ¥21 per share, an advance of ¥3 per share which
is equal to the interim dividend.

On the other hand, the financial forecast on a non-consolidated basis for the full
fiscal year ending March 2005 that was announced in May 2004 also remains
intact as follows:

Net sales: ¥297,000 million (2.2% decrease year-on-year)
Operating income: ¥63,000 million (6.1% decrease year-on-year)
Ordinary income: ¥63,000 million (5.3% decrease year-on-year)
Net income: ¥38,500 million (8.1% decrease year-on-year)
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Forward-looking Statements and 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 risk 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, 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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EISAI CO., LTD.

4-1) CONSOLIDATED BALANCE SHEET (ASSETS)

ASSETS
Current assets:

Cash and time deposits
Accounts and notes receivable-trade
Short-term investments

Inventories

Deferred tax assets

Other current assets

Allowance for doubtful receivables
Total current assets

Fixed assets:

Property, plant and equipment
Buildings and structures
Machinery and vehicles

Land

Construction in progress

Others

Net property, plant and equipment

Intangible assets

Investments and other assets
Investment securities
Long-term loans receivable
Deferred tax assets

Other assets

Allowance for doubtful receivables
Total investments and other assets

Total fixed assets

Note

1,4
1,4

1,4

(Millions of
Yen)

¥84,130
137,842
72,157
34,110
20,489
9,175
(204)
357,702

58,828
21,675
18,986
6,303
8,533
114,328
15,190

81,412
92
17,656
30,740

(1,020)
128,880
258,399

(Millions of

(%) Yen)

¥64,859
138,756
106,259

37,554

25,282

9,182

(275)

58.1 381,619

60,120

21,095

17,290

12,647

9,162

18.5 120,317
2.5 33,746

79,028
51

21,348

29,784

(1,044)

20.9 129,167
41.9 283,231

(%)

(Millions of
Yen)

¥56,703
132,103

98,189

35,108

21,596

10,738

(249)

57.4 354,191

59,968

21,823

17,247

8,579

9,071

18.1 116,690
5.1 15,055

82,427

55

17,940

30,490

(1,074)

19.4 129,839
42.6 261,585

Increase
(Decrease)
(Millions of

(%) Yen)

57.5 27,427

19.0 3,627
2.4 18,690
21.1 (671)

42.5






EISAI CO., LTD.

5. CONSOLIDATED SEMIANNUAL STATEMENTS OF INCOME

Apr 1, 2003 - Apr 1, 2004 - Increase Apr 1, 2003 -
Sep 30, 2003 Sep 30, 2004 (Decrease) Mar 31, 2004
Account Title Note (mgz)s (%) (mgz)s (%) (mgz)s (mgz)s (%)

Net sales ¥247,768 | 100.0] ¥260,984 | 100.0] ¥13,216| ¥500,164 | 100.0

Cost of sales 47,482 19.2 50,485 19.3 3,002 97,181 19.4

Gross profit on sales 200,285 80.8 210,499 80.7 10,214 402,982 80.6

Provision (Reversal) of reserve for sales returns 111 0.0 (86)| (0.0) (198) 37 0.0
Gross profit 200,173 80.8] 210,586 80.7 10,412 402,945 80.6
Selling, general and administrative expenses 159,200 64.3] 169,004 64.8 9,803 319,884 64.0

Research and development expenses 33,541 37,458 69,018

Selling, general and administrative expenses 125,658 131,545 250,865
Operating income 40,973 16.5 41,582 15.9 608 83,061 16.6
Non-operating income 1,109 0.5 1,931 0.8 821 2,311 0.5

Interest income 652 682 1,337

Dividend income 197 272 380

Foreign exchange gains _ 611 _

Equity in earnings of associated companies _ 15 31

Other non-operating income 259 349 562
Non-operating expenses 1,423 0.6 291 0.1 (1,132) 1,990 0.4

Interest expenses 13 14 28

Foreign exchange losses 886 _ 977

Equity in loss of associated companies 3 _ _

Depreciation expense _ 75 279

Other non-operating expenses 520 201 706
Ordinary Income 40,659 16.4 43,222 16.6 2,562 83,382 16.7
Extra-ordinary income 4,236 1.7 1,391 0.5 (2,845) 4,408 0.9

Gain on sales of fixed assets 1 474 181 600

Gains on sales of investment securities 1 1,156 1

Reversal of allowance for doubtful receivables 25 33 59

Gain on exemption from obligation of substitutional

portion of empToyees' Welfarge Pension Fund 3,732 - 3,732

Other extra-ordinary income 3 20 14
Extra-ordinary loss 968 0.4 1,231 0.5 263 5,268 1.1

Loss on disposal of fixed assets 2 479 184 2,751

Loss on impairment of investment securities 112 64 112

Loss on liquidation of subsidiaries 172 _ 209

Loss on litigation 3 _ 467 422

Loss on disposal of products _ 358 _

Other extra-ordinary loss 204 157 1,772
!ncome before income taxes and minority 43,928 177 43,382 16.6 (545) 82,522 165
Interests
Income taxes-current 21,428 8.7 21,223 8.1 (204) 39,980 8.0
Income taxes-deferred (2,461)| (1.0) (5,599)| (2.2) (3,137) (7,053)| (1.4)
Minority interests 102 0.0 193 0.1 20 (553)] (0.1)
Net income ¥24,858 10.0] ¥27,564 10.6 ¥2,705] ¥50,148 10.0
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EISAI CO., LTD.
6. CONSOLIDATED STATEMENTS OF CAPITAL SURPLUS /RETAINED
EARNINGS

April 1, 2003 - April 1, 2004 - April 1, 2003 -
September 30, 2003 September 30, 2004 March 31, 2004
Account Title Note (Millions of Yen) (Millions of Yen) (Millions of Yen)
Capital surplus
¥55,222 ¥55,222 ¥55,222
55,222 55,222 55,222
302,669 342,830 302,669
24,858 27,564 50,148
- Dividends 4,668 5,179 9,920
66 34 66
- 4,735 0 5,214 - 9,987

¥322,792 ¥365,180 ¥342,830



EISAI CO., LTD.

7. CONSOLIDATED STATEMENTS OF CASH FLOWS

Apr. 1, 2003- | Apr. 1, 2004- Increase Apr. 1, 2003-
Sep. 30, 2003 Sep. 30, 2004] (Decrease) | Mar. 31, 2004
Account Title Note (M"\'('Z:)S of (M"\'('Z:)S of (M"\'('Z:)S of | millions of Yen)
|. Operating activities:
Income before income taxes and minority interests ¥43,928 ¥43,382 ¥82,522
Depreciation and amortization 8,798 10,464 18,488
Increase (decrease) in allowance for doubtful receivables 104 (23) 214
Interest and dividend income (850) (955) (1,718)
Interest expense 13 14 28
Equity in (earnings) loss of associated companies 3 (15) (31)
Net loss on sales and disposal of fixed assets 4 3 2,151
Provision for liability for retirement benefits 7,001 3,276 12,605
Gain on exemption from qbligation of substitutional portion of (3.732) ~ (3.732)
employees' Welfare Pension Fund
Loss .(C.;ain) on sales of short-term investments and investment 4 (1,143) 40
securities
Loss on impairment of securities 112 64 112
Decrease (Increase) in trade receivables 8,495 (5,140) 12,607
(Increase) in inventories (247) (1,571) (1,772)
Increase (Decrease) in accounts payable 651 (316) 539
Increase in other current liabilities 6,557 4,449 11,357
Increase (Decrease) in reserve for sales rebates 1,893 5,964 (10,515)
Other (3,609) 384 (5,984)
Sub-total 69,128 58,845 (10,282) 116,914
Interest and dividends received 944 942 1,684
Interest paid (34) (13) (69)
Income taxes paid (24,194) (18,993) (45,810)
Net cash provided by operating activities 45,843 40,781 (5,062) 72,718
Il. Investing activities:
Purchases of short-term investments (3,633) (43) (9,022)
Proceeds from sales and redemptions of short-term investments 9,052 2,680 18,605
Purchases of property, plant and equipment (9,057) (12,225) (21,873)
Proceeds from sales of property, plant and equipment 530 306 1,342
Purchases of intangible assets (1,267) (12,242) (3,254)
Purchases of investment securities (14,064) (7,439) (22,607)
Proceeds from sales and redemptions of investment securities 2,843 7,143 10,508
(Increase) decrease in time deposits (exceeding 3 months) (138) 212 (683)
Other 434 111 (271)
Net cash used in investing activities (15,300) (21,495) (6,195) (27,256)
[ll. Financing activities:
Net increase in short-term bank borrowings 178 633 173
Redemption of corporate bond repayment _ _ (100)
Purchase of treasury stock _ _ (11,400)
Dividends paid (4,668) (5,179) (9,920)
Other (45) (63)
Net cash used in financing activities (4,534) (4,609) (74)
IV. Effect of.exchange rate changes on cash and (3,329) 2 844 6.173
cash equivalents
V. Netincrease (decrease) in cash and cash equivalents 22,679 17,520 (5,158)
VI. Cash and cash equivalents at beginning of period 127,271 146,116 18,845
VII. Cash and cash equivalents of newly consolidated o8 o8
subsidiaries -
VIIl.Cash and cash equivalents at end of period ¥149,950 | ¥163,665 ¥13,714




BASIS OF PRESENTING SEMIANNUAL CONSOLIDATED FINANCIAL STATEMENTS

Consolidation

2.

Number of
Companies
Accounted for
by the Equity
Method

Major subsidiaries:
Sanko Junyaku Co., Ltd.
Sannova Co., Ltd.
Eisai Inc.
Eisai Research Institute of
Boston, Inc.

Eisai Machinery U.S.A. Inc.
was established and newly
consolidated during this
period.

Associated companies: 3
Companies

Major subsidiaries:
Sanko Junyaku Co., Ltd.
Sannova Co., Ltd.
Eisai Inc.
Eisai Research Institute of
Boston, Inc.

Eisai Food & Chemicals Co.,
Ltd. was established and
newly consolidated during
this period.

Dymec Co., Ltd. is no longer
a consolidated subsidiary as
it completed the process of
liguidation during this period.
Hi-Eisai Pharmaceutical Inc.
is treated as a consolidated
subsidiary from this period
under the application of the
"controlling entity" standard.

Associated companies: 3

tem April 1, 2003- April 1, 2004- April 1, 2003-
September 30, 2003 September 30, 2004 March 31, 2004

1. Consolidated subsidiaries: Consolidated subsidiaries: Consolidated subsidiaries:

Scope of 34 Companies 35 Companies 34 Companies

Major subsidiaries:
Sanko Junyaku Co., Ltd.
Sannova Co., Ltd.
Eisai Inc.
Eisai Research Institute of
Boston, Inc.

Eisai Machinery U.S.A. Inc.
was established and newly
consolidated during this
fiscal period.

Associat(Eisai Inc. )Tj0 Tc 0.1

644 Tw: 3

(Bracco-Eisai NI60.25sbRaGAoRRB(ITYD.aTw T* 7re fctdTd (2.)Tjo(Com-1i4j 0.2034 35336.8 1.2 re f 40

by
Method
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’ Item

4.
Significant
Accounting
Policies

April 1, 2004-
September 30, 2004
1. Accounting Policies for
Certain Assets
(1) Short-term and
Investment Securities

’ April 1, 2003-
September 30, 2003
1. Accounting Policies for
Certain Assets
(1) Short-term and
Investment Securities
Held-to-maturity Securities:
Stated at amortized cost.
(Straight Line Method)

Same as at the left

Available-for-sale Securities:
Marketable securities:

Stated at fair market value on
the closing date of the interim
period with unrealized gains
and losses, net of applicable
taxes, reported in a separate
component of shareholders’
equity. The cost of securities
sold is determined by the
moving average method.

Non-marketable securities:
Stated at cost determined by
the moving average method.

(2) Derivatives
Derivatives are stated at fair
market value

(2) Derivatives
Same as at the left

(3) Inventories

Inventories are stated at cost
substantially determined by
the average method for the
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, supplies.

(3) Inventories

Same as at the left

2. Depreciation of Fixed 2. Depreciation of Fixed

Assets Assets
(1) Property, plant and (1) Property, plant and
equipment 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 Company and
consolidated subsidiaries in
Japan, while the straight-line

Same as at the left
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April 1, 2003-
March 31, 2004

1. Accounting Policies for
Certain Assets
(1) Short-term and
Investment Securities
Held-to-maturity Securities:
Stated at amortized cost.
(Straight Line Method)

Available-for-sale Securities:
Marketable securities:
$91646 TD -0.1851 Tc 0.3495 Tw80



Item

April 1, 2003-
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April 1, 2003- April 1, 2004- April 1, 2003-
September 30, 2003 September 30, 2004 March 31, 2004
associated with sales
amounts at the end of the
interim period.

Item

(3) Other reserves

For the 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 interim period.
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Item

April 1, 2003-
September 30, 2003

contribution of certain
available-for-sale securities,
with the fair value of ¥15,128
million, to the employee’s
retirement benefit trusts for
the Parent Company’s
pension plans. The remaining
unfunded balance of ¥17,229
million (as well as ¥771
million for retirement benefits
in consolidated subsidiaries
in Japan) is being amortized
over five years and booked
as operating expenses in the
statements of income.
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March 31, 2004



Item

April 1, 2003- April 1, 2004-
September 30, 2003 September 30, 2004

accounting entries assuming

that the substitutional portion

of the retirement benefit

obligations and relevant

pension 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 gain on

exemption from obligation of

substitutional portion of

employees’ Welfare Pension

Fund in the amount of ¥3,732

million as an extra-ordinary

income in this interim period.

The projected value of the

pension plan assets to be

returned (the minimum

liability reserve) is estimated

atincome in this interim period.

The projected value of the ¥The projected value of
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Item

April 1, 2003-
September 30, 2003

April 1, 2004-
September 30, 2004

April 1, 2003-
March 31, 2004

Monetary receivables and
payables denominated in
foreign currency are
translated into Yen at the
exchange rate at the balance
sheet date. The foreign
exchange gains and losses
from translation are
recognized in the statements
of income. Assets and
liabilities of subsidiaries
outside Japan are translated
into Yen based on the spot
rate as of the closing date of
the interim period, income,
and expense thereof are
translated into Yen based on
the average rate during the
interim period and any
difference arising out of such
translation is included in the
currency translation
adjustment account in
shareholders’ equity.

5. Leases

Finance leases other than
those that deem to transfer
ownership of the leased
property to the lessee are
accounted for as an operating
lease for the Parent
Company and subsidiaries in
Japan. For subsidiaries
outside Japan, finance leases
are generally accounted for
as capital leases.

6.

Same as at the left

5. Leases

Same as at the left

6. Hedge Accounting

(1) Methods of hedge
accounting

Gains or losses on or the
changes in the measurement
of the hedging instruments
that are measured at fair
value are deferred as an
asset or liability until the
gains and losses on the
hedged items are
recognized.

Monetary receivables and
payables denominated in
foreign currency are
translated into Yen at the
exchange rate at the balance
sheet date. The foreign
exchange gains and losses
from translation are
recognized in the statements
of income. Assets and
liabilities of subsidiaries
outside Japan are translated
into Yen based on the spot
rate as of the closing date of
the fiscal period, income, and
expense thereof are
translated into Yen based on
the average rate during the
fiscal period and any
difference arising out of such
translation is included in the
currency translation
adjustment account in
shareholders’ equity.

5. Leases

Same as in the semiannual
report for 2003

6. Hedge Accounting

Same as at the left
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Item

April 1, 2003-
September 30, 2003

April 1, 2004-
September 30, 2004

April 1, 2003-
March 31, 2004

7. Consumption tax

Income and expenses are
recorded net of consumption
taxes.

(2) Hedge procedures and
hedge targets
a) Hedge procedures
Foreign currency
forward contracts
b) Hedge targets
Accounts receivable
and accounts payable
dominated in foreign
currencies

(3) Hedge methods

Foreign currency forward
contracts are executed in
order to hedge foreign
currency exchange risk (cash
flow) associated with certain
assets and liabilities
denominated in foreign
currencies within the ordinary
course of business in
accordance with internal
policies.

(4) Method of evaluating
effectiveness of hedges
Foreign currency forward
contracts were made with the
same currency, amount and
duration that are assigned to
associated assets or
liabilities and are assured to
hedge the currency
fluctuation risks and
evaluated at the time of the
end of the period.

7. Consumption tax

Same as at the left

7. Consumption tax

Same as in the semiannual
report for 2003
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(Notes to the Semiannual Consolidated Balance Sheets)

September 30, 2003

September 30, 2004

March 31, 2004

*1. Accumulated depreciation of
property, plant, and equipment is
¥168,479 million.

*2. Pledged assets and debts
Pledged assets:
Land ¥82 million

Pledged debts:
Bonds ¥100 million

3. Contingent Liability
The Parent Company is a solidarity
guarantee for the following

*1. Accumulated depreciation of
property, plant, and equipment is
¥175,773 million.

*2.

3. Contingent Liability
The Parent Company is a solidarity
guarantee for the following

*1. Accumulated depreciation of
property, plant, and equipment is
¥170,676 million.

*2.

3. Contingent Liability
The Parent Company is a solidarity
guarantee for the following

warrantees. warrantees. warrantees.
Warrantee Item Yen Warrantee Item Yen Warrantee Item Yen
(mil) (mil.) (mil.)
Employees Housing 135 Employees | Housing 198 Employees Housing 131
loans loans loans

*4. ¥205 million was deducted from
acquisition cost of tangible fixed
assets at the end of this interim
period by the reduction-entry of
state subsidies. Details of reduction
entries are as follows;

Buildings and structures

¥20 million
Machinery and vehicles
¥185 million

Others
¥0 million

*4. ¥329 million was deducted from
acquisition cost of tangible fixed
assets at the end of this interim
period by the reduction-entry of
state subsidies. Details of reduction
entries are as follows;

Buildings and structures

¥19 million
Machinery and equipment

¥184 million
Others ¥125 million

*4, ¥329 million was deducted from
acquisition cost of tangible fixed
assets at the end of this fiscal
period by the reduction-entry of
state subsidies. Details of reduction
entries are as follows;

Buildings and structures

¥19 million
Machinery and equipment

¥184 million
Others ¥125 million
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(Notes to the Semiannual Consolidated Profit and Loss Accounts)

April 1, 2003-
September 30, 2003

April 1, 2004-
September 30, 2004

April 1, 2003-
March 31, 2004

*1. Principal profits on sales of
fixed assets:

Land ¥462 million

*2. The principal loss on disposal of
fixed assets:

Land ¥267 million

*3.

*1. Principal profits on sales of
fixed assets:

Land ¥156 million

*2. The principal loss on disposal of
fixed assets:

Buildings and structures
¥77 million

*3. Loss on litigation

An extraordinary loss recorded as
“Loss on litigation” includes
additional expenses associated
with civil settlements on vitamin E
sale and patent infringement
litigation expenses.

*1. Principal profits on sales of
fixed assets:

Land ¥ 569 million

*2. The principal loss on disposal of
fixed assets:

Buildings and structures
¥1,014 million
Land
¥1,389 million

*3. Loss on litigation

Same as at the left

(Notes to the Semiannual Consolidated Statements of Cash Flows)

April 1, 2003-
September 30, 2003

April 1, 2004-
September 30, 2004

April 1, 2003-
March 31, 2004

(1) Reconciliation between cash
and cash equivalents and the
related accounts shown in the
consolidated balance sheet at
the interim period end.

Cash and time deposits

¥84,130 million
Marketable securities

¥72,157 million
Total ¥
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(1) Reconciliation between cash
and cash equivalents and the
related accounts shown in the
consolidated balance sheet at
period end.




8. SEGMENT INFORMATION

1. Industry Segment Information

1) For the interim period ended September 30, 2003

(Millions of Yen)

Pharma- Eliminations _
. Others Total and Consolidated
ceuticals
Corporate
I. Sales and operating income
(1) Sales to customers ¥236,225 | ¥11,542 | ¥247,768 - ¥247,768
(2) Intersegment sales 119 8,012 8,131 (¥8,131) -
Total sales 236,344 19,55