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S hareholders &

I nvestors

A strategic alliance entered into with F. Hoffman-La Roche Lid. (Roche) was ithe most important event
for the Chugai Group in fiscal 2002, ended March 31, 2002. By ensuring close operational coordination

with Roche, which will become the Company’s most important business partner, this alliance places

Sixth Consecutive Year
of Growth in Net Sales
On a consolidated basis, Chugai recorded

¥211.7 billion in net sales, ¥26.7 billion in

operating income, and ¥14.6 billion in net
income. Despite a turbulent operating
environment and such challenges as the
Japanese government’s efforts to reign in
medical expenses and the intensification
of global competition, the Group was able
to increase consolidated net sales for the
sixth consecutive fiscal year.

This strong performance reflected the
strength of Chugai’s core prescription
pharmaceutical business. Our mainstay
product Epogin® (epoetin beta), a recom-
binant human erythropoietin for treating

anemia associated with chronic renal

failure, made a significant contribution to
Group performance that reflected the May
2001 launch of the drug in a prefilled syringe
version. Robust sales of prescription phar-
maceuticals thus offset a decline in non-
prescription product sales. This, and the
depreciation of the yen, boosted Chugai’s
consolidated net sales to ¥211.7 billion,
up 4.3% from the fiscal 2001 level.

The Chugai Group maintains high R&D
investment levels corresponding to approx-
imately 20% of consolidated net sales. In
fiscal 2002, we proactively expanded our
R&D programs, particularly those related
to antibody drugs, resulting in a rise in
R&D expenses—including those of Gen-
Probe Incorporated—of 16.2%, to ¥47.8

billion, or 22.6% of net sales.

V’s 21 Medium-Term

Management Plan

In line with its vision for the 21st century—
contributing to health and well-being
throughout the world as a global pharma-
ceutical company—Chugai has been draft-
ing and implementing new management
plans at three-year intervals since 1995;
these plans have involved diverse reform
initiatives. Our current plan, the V's 21
medium-term management plan, has been
designed to cover the three years through
March 2004 and to promote the creation
of new business paradigms and the imple-
mentation of additional internal reforms. The
plan was drafted based on our recognition
that overcoming global competition amid

a rapidly changing operating environment
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New Era of Corporate
Development

One important step of this alliance between
Chugai and Roche on a global basis is the
integration with Nippon Roche K.K., which
is scheduled for October 2002. Following
this integration, O:c@m,__ will pursue its goal
of realizing a surge in corporate develop-
ment directed at becoming one of Japan’'s
top R&D-oriented pharmaceutical compa-
nies with a global business base. There is
minimal operational-, functional-, or product-
related duplication or overlap between
Chugai and Nippon Roche, m:a the two
companies’ medium-to-long-term drug
development pipelines complement each

other greatly in such strategic therapeutic

domains as Oncology field, Renal Diseases
field, and Bone/Joint Diseases field. We
also expect to realize various synergies
through the integration of the companies’
marketing functions. In view of this, we are
expecting the integration to generate great
benefits, both in the short term and the
medium-to-long term.

Quite different from conventional corpo-
rate acquisitions and mergers, the alliance
with Roche is designed to establish a new
business model. We would like to express
our thanks to Chugai shareholders for their
understanding of the measures we are
taking in line with the Company’s strategic
goals. As a member of the Roche Group,
Chugai will have still greater capabilities for

generating new value through the provision

of innovative products and services, and the
Company will work tirelessly to contribute
to the health and well-being of communi-

ties worldwide.

September 2002

Osamu Nagayama

Chairman, President and CEO
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include participation with other companies
in the May 2001 establishment of the
Reverse Proteomics Research Institute
and the May 2002 establishment of
Singapore-based Pharmalogicals Research
Pte. Ltd. These activities allow Chugai to
draw on diverse highly advanced tech-
nologies and information as it undertakes

unigue genomic drug discovery programs.

Antibody Drugs (Therapeutic Antibodies)
The advanced genetic engineering technol-
ogies created in the course of biopharma-
ceutical R&D programs play key roles in
Chugai's antibody drug research. Antibody
drugs are therapeutically useful as they bind
to target molecules associated with diverse
diseases. Through such advances as the
introduction, in 1990, of humanized antibody
technologies, the Company has played a
ieading role in initiating the development of

antibody drugs, which have immense potential.

Gene Inactivation
Technologies

Transgenic
Technologies

Antibody
Engineering

High-Yield
Protein Expression

1

1

Humanized Anti-

T

body Preparation

Mass
Production

of Proteins Preclinical/

Genome Functionat Target Molecule Pl o
ﬁ Research _ _ Analysis _ ﬁmasomzo: Aou_m_a_%_w__uama Preelins
3
Lead Compound L
T.mooéé i OU:B.NH.O:Q’.
i il il N il
_I_m_:.?aco%%woam:s@ _ _ SBDD _ —mwwﬁmmmhox_oo
Pathophysiological
Knowledge 1
_O:ma_om_ Library/Natural Product Library Al._ Combinatorial Chemistry _

_ Bioinformatics/Genetic Information Database _

Antibody drug R&D programs require
highly sophisticated technological capabilities,
and Chugai has cultivated outstanding
competence in such areas as transgenic
animal engineering and antibody engineer-
ing. The Company has accumulated tech-
nologies for the mass manufacture of
macromolecular proteins through strategic
acquisitions from outside sources as nec-
essary. In addition, with the intent of improv-
ing manufacturing productivity, Chugai has
firmly established these technologies as
well as technologies for the processing of
these proteins into high-quality pharmaceuti-
cals within the Company, allowing Chugai
to become a leader among Japanese com-
panies in the development of antibody
drugs and other biopharmaceuticals.

Using the growing volume of genome-
related information available daily and its
integrated and highly efficient antibody drug

R&D operations, Chugai has established a

genomic antibody drug discovery system.
While strategically emphasizing investments
related to this system, the Company is
dynamically orchestrating R&D programs
to expeditiously bring the benefits of
genomic drug discovery activities to
healthcare consumers.

As a result, Chugai has been able to
generate several antibody drug candidates,
including a number in preclinical develop-
ment stages. Three humanized monoclonal
antibodies (MAbs)—MRA, AHM, and CAL—
are undergoing clinical trials. To ensure
these antibodies’ approval and marketing
within several years, the Company has
already started to construct antibody drug
manufacturing facilities that are scheduled

10 begin full-scale operations in early 2004.

Vitamin O Derivatives
Chugai is one of the few companies in the

world to be investigating a large number
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CGlobal R&D Network
Chugai has built a global R&D network

ith bases in Japan, Europe, and the
Unjited States, and its pharmaceutical-
entered operations are being simul-

t 3®/0cm_< developed in each of these
ﬁﬂa principal business regions.

E

ploratory pharmaceutical research

d \QE@ development is carried out in
pan through a Chugai Group R&D net-

)

:
m
rk centering on the Fuji Gotemba
m\mmmmﬂo: Laboratories. This facility coop-
erates closely with the Tsukuba Research
Laboratories, which focus on antibody
drugs, as well as Chugai Pharma U.S.A,,
LLC (previously Chugai Biopharmaceuticals,
Inc.), and C&C Research Laboratories, a

Korea—-based joint venture. The Company

has moved to further boost the quality and

speed of its R&D operations by establishing
the Chugai Research Institute for Medical
Science, Inc., through the October 2001
merger of two wholly owned subsidiaries—
Chugai Research Institute for Molecular
Medicine Inc. and CSK Research Park Inc.
To create a base for genomic drug
research in Southeast Asia, Chugai
recently participated in the establishment
of Singapore—based Pharmalogicals
Research Pte. Ltd. with Biostar Research
Pte. Ltd., a fully owned subsidiary of Mitsui
& Co., Ltd., and the Central Institute for
Experimental Animals. Pharmal ogicals
will integrate Chugai’s drug discovery
technologies with information on disease
analysis and gene analysis using animal
models to gain valuable information for

drug discovery.

Clinical trials are also conducted in
Japan and overseas through close collab-
oration between the head office, Chugai
Pharma U.S.A., and Chugai Pharma
Europe Ltd.

In the area of diagnostics, Gen-Probe
independently uses TMA and other tech-
nologies to develop DNA diagnostics.
Gen-Probe will be spun off from the
Chugai Group in advance of the imple-
mentation of Chugai's strategic alliance
with Roche. In addition, Chugai will sell
all its shares of a Japan-based subsidiary
engaged in the diagnostics business—
Chugai Diagnostics Science Co., Ltd.—to
major diagnostic reagent manufacturer

Fujirebio Inc. on September 30, 2002.
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Domestic R&D
In December 2001, a domestic new drug
application (NDA) was filed for PB-94
(sevelamer HCI), a phosphate binding agent
licensed-in from U.S.-based Genzyme
Corporation, for the treatment of hyper-
phosphatemia in patients with chronic
renal failure who are undergoing dialysis.
In March 2002, Chugai filed an NDA for
Epogin® (epoetin beta) for the additional
indication of anemia in premature infants.
In June 2002, an NDA was also filed for
LY139481 HCI (raloxifene HCI), a selective
estrogen receptor modulator, for the treat-
ment of osteoporosis in postmenopausal
women. In May 2002, a Phase ll clinical
trial was completed for MRA—a humanized
anti-iL-6 receptor mAb that was created

using the Company’s antibody engineering

technologies—for treating rheumatoid
arthritis, and preparations for the Phase Il
trial of this candidate are ongoing. In January
2002, a Phase i clinical trial commenced
for VAL, a liver-regeneration promoting
agent for use after liver surgery or trans-
plantation. in February 2002, a Phase |
clinical trial commenced for CAL, a human-
ized mAb to parathyroid hormone-related
protein (PTHrP), for the indication of
hypercalcemia of malignancy.

Dainippon Ink & Chemicals, Inc., has
begun independently developing TA-270,
a 5-lipoxygenase inhibitor for the treat-
3,@3 of asthma. The Company’s NDA
for Epogin® for the additional indication
of refractory anemia was withdrawn in

February 2002.

Overseas R&D
Working through Chugai Pharma U.S.A.,
the Company is engaged in a Phase |l trial
of CAL for the indication of bone metasta-
sis. It is also proceeding with the Phase I
trial of BO-653, an antioxidant that is
expected to be used for the prevention
of post-PTCA restenosis. The clinical trial
of GM-611, a motilin agonist for treating
gastroparesis, had been temporarily inter-
rupted, but permission to resume the
clinical trial was granted after a report
on animal testing studies was submitted
1o the U.S. Food and Drug Administration.
The Phase Il trial of GM-611 resumed in
July 2002,

In Europe, Chugai Pharma Europe is
conducting a Phase [l clinical trial of MRA

in 13 countries. In the United Kingdom,

Chugai Pharma Europe is engaged in
a Phase | clinical trial of AHM, a mAb
that targets the HM1.24 antigen and is
expected to be used for the treatment

of multiple myeloma.
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previously marketed by Chugai were trans-
ferred to Kobayashi Pharmaceutical Co.,

Ltd., as of January 1, 2002.

Qverseas Marlkets
Chugai’s global marketing network covers
four regions: Japan, Europe, Asia-Oceania,
and the United States. Recently, the
Company has put particular effort into
building up its capabilities as the sole
marketer of Granocyte® in three principal
European countries—the United Kingdom,
Germany, and France—as well as in
Taiwan. Chugai is also formulating a mar-
keting strategy that aims to establish an
autonomous marketing network in the
United States. The Company is seeking
to further strengthen its infrastructure for
global product marketing programs.
Granocyte® is currently marketed in 70

countries overseas, and annual sales of

the drug outside Japan in 2001 rose to
US$130 million, with a European market
share of around 30%. lkorel®, an antiangi-
nal drug, is marketed in 11 countries
throughout Asia and Europe under a
licensing arrangement. Annual sales of
Ikorel® outside Japan in 2001 reached
approximately US$55 million, and the
announcement of the IONA study results
is expected to further accelerate tkorel®’s
penetration of the markets of additional
countries. Sucralfate (generic name), an
antiulcer and antigastritis agent, is mar-
keted by Chugai subsidiaries in the United
Kingdom and Taiwan. In the United States
and many other countries, independent
licensees are marketing the product, thus,
the drug’s trade name varies. Through
these companies, sales of sucralfate totaled

approximately US$65 million in 2001.

1 PRESCRIPTION PHARMACEUTICALS

Product Name (Generic Name)

Epogin® (epoetin beta)

- Alfarof® (alfacalcidol)

Agent for anemia associated with chronic renal failure

Agent for osteoporosis

Neutrogin® (lenograstim)

Agent for neutropenia associated with chemotherapy

Sigmart® (nicorandi)

Antianginal agent

Rythmodan® (disopyramide)

Antiarrhythmic agent

Suveny/® (sodium hyaluronate)

Agent for knee pain associated with rheumatoid arthritis

Ulcerimin® (sucralfate)

Agent for gastritis and ulcers

Oxarof® (maxacalcitol)

Agent for secondary hyperparathyroidism in hemodialysis patients

Amoban® (zopiclone)

Agent for sleep disorders

Preran® (trandolapril)

>Om inhibitor for hypertension

\Qe\omo\@ (glycerol)

Agent for increased intracranial pressure and cerebral ederna

1 NONPRESCRIPTION PRODUCTS

Product Name Remarks

New Guromont®

Nutritional supplement drink

Guronsan®

Nutritional supplement drink

New Chugai Ichoyaku®

Gastrointestinal medicine

Varsan®

Insecticides

Zenol®

Anti-inflammatory analgesic poultices
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Environmenial Information Disclosure
Since 1998, Chugai has annually updated
the information its Web site provides on the
environmental protection activities of each
of its facilities. In addition, Chugai began

publishing and distributing an environmen-

tal report in June 2001 on its Web site.

Coniributing to Regional Communities
Aiming to increase its independent capa-

bilities for fighting local forest fires and

undertaking other disaster countermeasures,
the Suwa Branch of the Chugai Research
Institute for Medicinal Science, Inc., has
procured a variety of disaster countermea-
sure equipment. This equipment is stored
in two disaster-response warehouses on
the branch’s grounds, and a wastewater
storage pond has been created to ensure
a sufficient supply of water for fighting
local fires. All Group plants, R&D facilities,

and offices undertake various volunteer

initiatives to contribute to local communi-
ties, such as the organization of neighbor-
hood cleanup programs and provision of
financial support for disaster victims.

Since the establishment of the Japan
Marrow Donor Foundation (JMDF), Chugai
has undertaken diverse activities to increase
awareness of bone marrow transplants and
promote the registration of bone marrow
donors. During fiscal 2002, the Company

sponsored a Jose Carreras Charity Concert

to commemorate the JMDF’s 10th anniver-
sary, produced a new version of a video
that promotes greater awareness of the
potentially life-saving contributions of blood
donor volunteers, and made contributions
to high school organizations that support
bone marrow banks as weli as to other

social welfare organizations.
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1 Volume of Industrial Waste Generation: The volume of waste products at the time of generation {(volume before
intermediate processing and pre-reuse processing, including water prior to dehydration)

1 Volume of Industrial Waste Disposal: The volume of waste after in-house intermediate processing (dehydration, etc.),
which corresponds to the volume of waste consigned to waste processing specialist companies

1 Ultimately Disposed Volume: The volume of waste remaining for landfill after direct processing and intermediate

processing (incineration, etc.)

2001

_MJ CO, Emission Volume (left scale) == CO, Emission Volume per Unit of Net Sales (right scale)

Note: CO, emission volumes from electricity, gas, crude oil, and other energy sources used at our plants and research laboratories
are calculated by multiplying the usage volume of each energy source by its respective conversion factor.
Figures for CO, emissions per unit of net sales reflect the ratio of CO, emissions voturme (in tons) to ¥100 million of net sales.
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products as Rythmodan® (disopyramide),

an antiarrhythmic agent.

Sales of Mainstay Products {Billion ¥)
Years ended March 31, 2002 2001
Epogin® 62.7 55.3
Alfarol® 20.0 199
Neutrogin®/ Granocyte® 19.1 18.2
Sigrmart® 17.5 17.0
Rythmodan® 9.2 9.7
Guronsan® 1.4 13.7
Varsan® 7.5 8.7

For nonprescription pharmaceuticals, the

ongoing slump in consumer demand had

a negative effect on sales of the Guronsan®
line and other nutritional supplement
drinks, which declined considerably.
Consequently, sales of nonprescription
pharmaceuticals declined 13.3%, to
¥22.9 billion.

In diagnostics, continued strong
growth was seen in the sales of products
for detecting sexually transmitted diseases

by Chugai’s U.S.-based subsidiary,

NET SALES (Bilion ¥)

Gen-Probe. Total diagnostics sales grew
24.2%, to ¥18.7 billion.

Overseas sales, including exports,
advanced 22.3%, to ¥29.1 billion, represent-
ing 13.8% of consolidated net sales. This
was attributable to growth in the sales of

such products as Granocyte® and lkorel®.

Overseas Sales (Billion ¥)
Years ended March 31, 2002 2001
North America 154 12.8
Europe 11.9 9.2
Other 1.8 1.8

291 23.8

Costs and Expenses

The cost of sales amounted to ¥65.0 billion,
up 4.7%, while selling, general and admin-
istrative (SG&A) expenses, including R&D
expenses, rose ¥9.3 billion, to ¥120.0 billion.
Consequently, the ratio of cost of sales to
net sales increased 0.1 percentage point,
to 30.7%, and the ratio of SG&A expenses
to net sales edged down 0.1 percentage

point, to 34.1%. Research and development

OVERSEAS SALES (Bilion ¥)
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was directly credited to shareholders’
equity. As strictly defined, working capital
{current assets less current liabilities)
amounted to ¥91.7 billion, and the liquidity
ratio stood at 200.8%. The Company has
maintained a sound financial position.
Reflecting the aforementioned net unre-
alized gain on securities and other factors,
total shareholders’ equity rose ¥10.5 billion,

to ¥200.8 billion.

Cash Flows

Cash and cash equivalents at end of year
totaled ¥53.4 billion, down ¥3.7 billion.
Net cash provided by operating activities
increased ¥11.7 billion, to ¥29.7 U____oz..
Net cash used in investing activities
increased ¥21.6 billion, to ¥29.3 billion,
and included ¥14.5 billion in cash used to
fund the acquisition of fixed assets, includ-

ing capital investments that were primarily

RETURN ON ASSETS/RETURN ON EQUITY (%)

for the installation of new manufacturing
facilities and their renewal.

Net cash used in financing activities
decreased ¥0.5 billion, to ¥5.0 billion,
despite an increase in cash dividends
paid. This reflected such factors as the
redemption of U.S. dollar-denominated

bonds with warrants in the previous

fiscal year.

12 280 _\.\\\l\l\l\ u\\\\\ -,\|\|\l
| | | 7
- 7 ] |
9 = = 210 i
/ _ —
6 140 T
3 70
0 0
1998/3 1999/3 2000/3 2001/3 2002/3 1998/3 1999/3 2000/3 2001/3 2002/3
_ —— Return on Equity C——> Return on Assets 1 Total Capital Employed (left scale} ™71 Total Shareholders’ Equity (left scale)
1 Interest-Bearing Debt (left scale} 1 Other Liabilities (left scale)
«—— Ratio of Total Shareholders’ Equity to Total Capital Employed (right scale)
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Osamu Nagayama
President and CEO

Yuji Suzawa
Deputy President and CFO

Ken-ichiro Gocho
Deputy President

Motoo Ueno
Deputy President

Ryuzo Kodama
Senior Vice President

Takeshi Yoshida

Senior Vice President

Hironobu Komiya

Senior Vice President of
Reguiatory Affairs/Quality Assurance

Akira Okazaki

Vice President of
Pharmaceutical Production/
Regulatory Affairs Audit

Takao Homma

Vice President,
Director of Corporate Planning Office

Kazunori Inoue

Vice President,
Director of Human Resources Dept.

Hiroyuki Saito

Vice President of

Industry Affairs/External Affairs/
Education & Training

Tatsumi Yamazaki

Vice President of
Intellectual Property/Product Planning/
Development Coordination/Research

Yasuo Maeno

Vice President of
Ethical Pharmaceutical Sales and Marketing

Hiroyuki Ohta

Vice President,
Director of Business Development Office

Koichi Shoji

Vice President of

Clinical Development/Ethical
Pharmaceutical Product Research

Yoshinori Hibino

Vice President of
International Business

Shozo Matsuyoshi

Vice President,
President of Personal Healthcare Company

(As of June 27, 2002)
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Chugai Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
March 31, 2002 and 2001

Millions of yen

Thousands of
U.S. dollars {Note 3)

ASSETS 2002 2001 2002
Current assets:
Cash and Cash EQUIVAIEITES .....u.riie e, ... ¥ 53,426 ¥ 57,161 $ 401,699
Marketable securities including short-term investments (NOte 13)........ooi oo 24,800 4,991 186,466
Receivables:
THBAG NOTES ... ettt et et oottt et 9,828 11,922 73,895
TrAOE BCCOUNES ...ttt ettt ettt ettt e et e ee et e e e ee e e e oo 56,185 56,581 422,444
DN ettt et ettt et e et 3,854 3,786 28,977
Reserve for doubul ACCOUNTS........iii e e e et (263) (342) (1,977)
INVENTOTIES (NOTE B) ...ttt .. 26,272 25,947 197,534
Deferred 1ax assets (NOE 10) ....uiuii et 6,663 5,615 50,098
Other... 1,984 1,389 14,917
167,050 1,374,053
LAN Lottt et 12,800 12,646 26,240
Buildings 86,897 82,778 653,361
Machinery and equipment 91,421 88,045 687,376
CONSITUGHION IN PIOGIESS .....cviiiiii it ettt ee et e ettt et es s et st n et es s et e et eaee e ee et eeeenee e 5,181 1,652 38,955
196,299 185,121 1,475,932
Accumulated depreciation (NOE 6)..........iivvivriiie ittt ettt (114,854) (107,323) (863,564)
Property, plant and equipment, net 81,445 77,798 612,368
Investments and other assets:
INVEStMENT SECUIMHIES (NOTE T13).... ot e e e et 41,682 53,925 313,398
Unconsolidated subsidiaries and affiliales ...............ouvoi oo e 180 160 1,429
LONG I IOBNS ...t ettt et e e e e 207 1,193 6,820
PTEDEIT BXPENSES ...ttt ettt ettt ettt et e e e ee e 3,966 5,166 29,819
LBASE GEPOSIES ...ttt et e e 3,143 3,009 23,632
Excess of cost over net assets of ACQUIrEd SUDSIAIBNIES .. ... ....ov oo e e e e eeeeee e e e 6,357 6,253 47,797
Deferred tax @SS (NOIE T0) ..ot ittt e e oo e e 12,198 9,935 91,714
16,589 15,685 124,729
85,032 95,326 639,338
¥349,226  ¥340,174 $2,625,759

Note: The accompanying notes are an integral part of thase consolidated statements.
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Chugai Pharmaceutical Co., Ltd. and Consolidated Subsidiaries
Years ended March 31, 2002, 2001 and 2000

R R ER T TS SR e

Millions of yen

Thousands of
U.S. dollars (Note 3)

2002 2001 2000 2002
BT SAIES ...c.eviiiiiiiie e e ¥241,705  ¥203,005  ¥195,506 $1,591,767
CoStOfSaleS..........ooi i e 64,962 62,046 58,995 488,436
Gross Profit...........oocoi e TSRO P UR VU ORUPURUPPURROIN! 146,743 140,959 136,511 1,103,331
Selling, general and administrative @Xpenses......................ccoccoieiiiiiii e, 72,189 69,527 66,540 542,774
Research and development eXPenSesS...........occvee i e 47,845 41,189 39,993 359,737
OPEraAtING INCOIMIE ...ouiiiiei et 26,709 30,243 29,978 200,820
Other income (expenses):
Interest and diVIdENA INCOME ... oo it et eeeene 679 1,100 1,078 5,105
INEEIEST EXPENSE. ...ttt ettt e et e e ekt a e e ettt e e e e e et e e bt e et a e e et eeenaeaan (959) (974) (978) {7,211)
Equity in earnings of affiliated COMPANIES .......eeeiiie e 957 731 604 7,196
Other (Note 9) (1,093) (1,760) (16,647) (8,218)
(416) (903) (15,943) (3,128)
Income before income taxes and minority interests......................cooo. 26,293 29,340 14,035 197,692
Income taxes (Note 10)........cooiiiiiii e, TR 11,673 13,744 5,192 87,767
MINOKITY INEEIESTS ...t e (22) (96) (82) (166)
NETINCOME ... et ¥ 14,598 ¥ 15,500 ¥ 8,761 $ 109,759
Yen U.S. doltars (Note 3)

Net income per share:
BSIC. .. et ¥ 5793 ¥ 6170 ¥ 35653 $ 0.44

49.00 52.18 30.49 0.37

Note: The accompanying notes are an integral part of these consolidated statements.
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Chugai Pharmaceutical Co., Ltd. and Consolidated Subsidiaries Thousands of
Years ended March 31, 2002, 2001 and 2000 Millions of yen U.S. dollars (Note 3)
2002 2001 2000 2002
Cash flows from operating activities:
Income before income taxes and minority interests.. ... ¥26,293 ¥29,340 ¥14,035 $197,692
Depreciation and amortization.............ccccee .. 12,839 14,408 14,462 97,286
Compensation for early termination of @ CONract ... —_ (8,400) — —_
Increase (decrease) in reserve for employees’ retirement benefits . 3,883 (1,755) 2,260 29,195
Accrued liability for pension plan. — — 11,985 —
Interest and dividend income....... (679) (1,100) (1,078) {5,105)
INterest exXpense ......cccoevvveevicii 959 974 978 7,211
Equity in eamings of affiliated companies (957) (731) (604) (7,196)
Loss on disposal of fixed assets ............. 880 862 308 6,617
Loss on sales and revaluation of investment securities.. 3,271 96 1,932 24,594
Decrease (increase) in notes and accounts receivable.. 2,783 (2,629) (2,343) 20,925
INCTEASE IN INVENTOTIES. ....ee ittt . (102) (2,751) (395) (767)
Decrease in notes and accounts payable (642) (497) (1,586) (4,827)
(Decrease) increase in accrued consumption tax (867) 73 657 (6,519)
(0] (21 T O PP PP TP PP PP 2,361 964 1,720 17,751
SUBLOTAL ..o .. 50,122 28,854 42,331 376,857
Interest and d 717 1,083 1,122 5,391
Interest paid.... (959) (1,058) (1,020) (7,211)
Income taxes paid (20,205) (10,879) (16,314 (151,917)
Net cash provided by operating activities 29,675 18,000 26,119 223,120
Cash flows from investing activities:
Purchases of marketable securities................... .. {34,771) (15,161) (28,501) (261,436)
Proceeds from sales of marketable securities ... 15,095 11,624 43,435 113,496
Net decrease in mortgage securities..................... — 7,500 — —
Purchases of investment securities .............. .. (9,/432) (13,760} (294) (70,917)
Proceeds from sales of investment securities 13,730 12,527 145 103,233
Purchases of fixed assets .........cooviiiiiiiiicciinins .. (14,528) (10,607) (13,897) {109,233)
Proceeds from sales of fixed assets.. 209 26 273 1,571
Net decrease in short-term loans...... 75 12 — 564
Net decrease in long-term loans ........... 332 147 331 2,496
Additional acquisition of shares of consolidated sub; . (1) — (418) (7)
OBNEE ... ceieiee e st er s eones — — (5697) —
Net cash (used in) provided by investing activities ... (29,291) (7,692) 477 (220,233)
Cash flows from financing activities:
Net (decrease) increase in short-term bank loans (120) (210) 88 (202)
Net decrease in long-term debt ... (348) (84) (150) (2,617)
Redemption of bonds .. — (4,565) (9,599) —
Proceeds from issuance of stock — 2,788 2,713 —
Cash dividends paid .. (4,410) (3,444) (2,835) (33,158)
Other .. (74) 20 (26) (556)
Net cash used in financing activities (4,952) (5,495) (9,809) (37,233)
Effect of exchange rate changes on cash and cash equivalents ... 940 512 (459) 7,068
Net (decrease) increase in cash and cash equivalents............... BRSSP (3,628) 5,325 16,328 (27,278)
Cash and cash equivalents at beginning of year 57,161 51,836 35,825 429,782
Adjustments for exclusion of subsidiaries from consolidation.. (107) — (317) (805)
Cash and cash equivalenis atendofyear....................cc.....c....... .. ¥63,426 ¥57,161 ¥51,836 $401,699

Note: The accompanying notes are an integral part of these consolidated statements.
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(h) Retirement benefits Effective the year ended March 31, 2001, the
Company adopted a new accounting standard for retirement benefits
(“Opinion Concerning the Establishment of Accounting Standards for
Retirement Benefits” issued by the Business Accounting Deliberation
Council on June 16, 1998). In accordance with this standard, the reserve
for employees’ retirement benefits has been provided based on the pro-
jected retirement benefit obligation and the pension plan assets. The reserve
for employees’ retirement benefits is stated at the amount required to
cover the liability as of the balance sheet date and is based on the
Company'’s estimate of its liability for retirement benefits and pension
assets as of the balance sheet date.

The Company amortized ¥6,126 million of unfunded retirement benefits
and has presented this as other expense. The Company also established a
trust fund for employees’ retirement benefits and contributed ¥6,000 mil-
lion to this trust for the fiscal year ended March 31, 2001. The effect of
this change was to increase expenses by ¥1,528 million and to decrease
income before income taxes and minority interests by ¥7,374 million for
the year ended March 31, 2001.

Until March 31, 2000, retirement allowances had been provided at the
present value of the estimated retirement benefits to be paid upon future
termination after excluding the portion covered by the pension plans.

Directors and corporate auditors are not covered by the above retire-
ment benefit plans. However, the liability for their retirement benefits is
calculated based on management’s estimate of the amounts which would
be payable if those corporate officers retired as of the balance sheet date.
Amounts payable to directors and corporate auditors upon retirement are
subject to the approval of the shareholders. .

(i) Research and development expenses Research and development
expenses are charged to income when incurred.

(j) Income taxes Deferred tax assets and liabilities are determined based
on the differences between financial and tax reporting of the assets and
liabilities and are measured using the statutory tax rates which will be in
effect when the differences are expected to be realized.

(k) Net income per share The computation of basic net income per share
is based on the weighted average number of shares of common stock less
treasury stock outstanding for each year. Fully diluted net income per
share is computed based on the weighted average number of shares of
common stock less treasury stock outstanding after giving effect to the
dilutive potential of shares of common stock issuable upon the conversion
of convertible bonds.

(I) Appropriation of retained earnings Under the Commercial Code of
Japan (the “Code”), the appropriation of retained earnings with respect to a
given financial period is made by resolution of the shareholders at a gener-
al meeting held subsequent to the close of such financial period. The
accounts for that period do not, therefore, reflect such appropriations.
Refer to Note 17.

3. U.S. DOLLAR AMOUNTS

The U.S. dollar amounts in the consolidated financial statements as of and
for the year ended March 31, 2002 have been translated from Japanese
yen at the rate of ¥133 to US$1.00, the exchange rate prevailing on March
31, 2002. The translation is presented for convenience only and should not
be construed as a representation that the Japanese yen have been, could
have been, or could in the future be, converted into U.S. dollars at that or
any other rate.

4. REVENUE RECOGNITION OF A U.S. SUBSIDIARY

The U.S.-based consolidated subsidiary Gen-Probe Incorporated, previ-
ously recognized up-front license fee payments from other companies
received under a collaboration research agreement as revenue. The fee is
non-refundable and not contingent upon anything other than the signing of
the collaboration agreement. Upon the announcement of the U.S.
Securities and Exchange Commission’s SAB 101, “Revenue Recognition”
effective the 4th quarter of 2000, however, Gen-Probe Incorporated
changed its revenue recognition policy from that outlined above, to recog-
nizing this license fee revenue over the entire period of the collaboration
agreement.

As a result of this change, an adjustment of ¥1,974 miillion of deferred
revenue at the beginning of the financial year ended March 31, 2001 was
made and has been presented as loss on adjustment of prior-year profit
of an overseas subsidiary due to change in accounting standard. The effect
of this change was to increase net sales by ¥589 million and to decrease
income before income taxes and minority interests by ¥1,384 million for
the year ended March 31, 2001.
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The aggregate annual maturities of long-term debt subsequent to March 31, 2002 are summarized as follows:

Thousands of

Year ending March 31, Millions of yen U.S. dollars
D206 G T OO ST OO USSR ¥40,134 $301,759
220 L 7 R OO U SO PT PP PRUURURIUINY 309 2,323
200D e ettt ekttt e eetta e ehteeaEe e e e Rt oo Rt e ettt e etn e e eaeeanna e e ettt e e e eaaeseateee e asaneeanneean 266 2,000
2008 .o U P PP OTUP PP 264 1,985
2L L A U PRSP U U SURTRR 264 1,985
2008 AN TNEIEAMEE ... oo ettt e 25,166 189,218

¥66,403 $499,270

8. SHAREHOLDERS’ EQUITY

On Qctober 1, 2001, an amendment ({the “Amendment”) to the Commercial Code of Japan (the “Code”) became effective. The Amendment eliminates the
stated par value of the Company’s outstanding shares, which resulted in all outstanding shares having no par value as of October 1, 2001. The Amendment
also provides that all share issuances after September 30, 2001 will be of shares with no par value. Prior to the date on which the Amendment became
effective, the Company’s shares had a par value of ¥50 per share.

The Code provides that an amount equal to at least 10% of the amount to be disbursed as distributions of earnings should be appropriated to the legal
reserve until the legal reserve and additional paid-in capital equals 25% of the common stock account. The Code also stipulates that, to the extent that the
sum of additional paid-in capital account and the legal reserve exceed 25% of the common stock account, the amount of any such excess is available for
appropriation by resolution of the shareholders.

9. OTHER INCOME (EXPENSES)
The components of “Other” in “Other income (expenses)” for each of the three years in the period ended March 31, 2002 were as follows:

Thousands of
Millions of yen U.S. dollars
2002 2001 2000 2002
Gain on sales oOf distribution FghLS, BIC. ... e ¥3,266 Y — ¥ — $24,556
LLoss on inventories (1,496) (404) — (11,248)
Valuation loss on investment securities (3,261) — — (24,519)
Compensation for early termination of @ contract.........cccocioiiiii i - 8,400 — —_
Amortization of unfunded retirement benefit obligation — (6,126) —_ —_
Loss on adjustment of prior-year profit of an overseas subsidiary
due to change in accounting standard (NOTE 4) .....c.ooiiiiiiiiiiii e — (1,974) — _
Amortization of prior service cost of pension plan and allowances
for employees’ retirement DENEFILS .. ... .. it e — — (14,653) —
NI et ettt et e e ettt b et ne s b e e e eaeenneas 398 (1,656) (1.994) 2,993
¥(1,093) ¥ (1,760) ¥(16,647) $ (8,218)
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A reconciliation between the statutory tax rate and the effective tax rates for the years ended March 31, 2002, 2001 and 2000 is as follows:

%
2002 2001 2000
SHATULOTY tAX FAEE 1. e ereieeie et et 41.5% 41.5% 41.5%
ltems such as entertainment expenses permanently not deductible for tax purposes ....................... 54 5.2 10.8
items such as dividend income permanently not taxable ... {0.2) 0.2) (3.6)
Inhabitants’ per capita taxes.........cccviiinnns ettt 0.4 0.3 0.7
Tax rate differences of overseas subsidianes ... (0.5) 0.2) (2.6)
Tax benefits of research and development costs (2.4) — (2.7)
Elimination of loss on liquidation of affiliates ... —_ — 6.6)
101 SUTTTTT T S T T TR OO OO PP OP SO SRS OP PP PRI T TP IT IR 0.2 0.2 (0.5)
Effective tax rates . 44.4% 46.8% 37.0%

11. RETIREMENT BENEFITS

(a) Overview of retirement benefits The Company has various defined benefit plans such as a welfare pension fund plan, a tax qualified pension plan and a
jump-sum payment plan. Additional retirement benefits may be paid to retired employees in certain cases. In March 2001, a portion of the lump-sum pay-
ment plan was transferred to a tax-qualified pension plan. The Company’s domestic consolidated subsidiaries participate in the lump-sum payment plan.

(b) Retirement benefit obligation (*1)

Thousands of

Millions of yen U.S. dollars
. 2002 2001 2002

Retirement Denefit OBIGATION. .........co i b ¥(61,509) ¥(60,220) $(462,474)
Plan assets at fair value..........ccccceveciviiiininiinnnn, ST T PP PP U PP PP PRRS 28,351 30,962 213,166
Unfunded retirement benefit obligation.............. TR O PO P PPN (33,158) (29,258) (249,308)
Unrecognized Prior SBIVICE GOST ... e (1,562) (1,967) (11,744)
UNrecognized ACHUAMAL I0SS ...iv.uisiereerer et et b 7,200 7,681 54,135
Reserve for employees’ retirement DENEFILS .. .. ... ¥(27,520) ¥(23,644) $(206,917)

1 The government-sponsored portion of the welfare pension fund plan is included in the amounts presented.
(c) Retirement benefit expenses

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
SErVICE COSE (*1) v ¥3,229 ¥ 2,917 $24,278
INterest COSt ..o 1,785 1,778 13,421
Expected return on pension plan assets .. (638) (592) (4,797)
Amortization of net retirement benefit obligation at tran — 6,126 —
Amortization of actuarial 10ss ... 1,562 — 11,744
Amortization of prior service cost (*2) {405) (359) {3,045)
Additional retirement benefits 268 412 2,016
Total retiremENt DENEAIE BXPEMSES ...viovviieerie ettt ¥5,801 ¥10,282 $43,617

*1 The participants’ contributions to the welfare pension fund have been deducted from the amounts presented.

*2 This amount for the year ended March 31, 2001 represents the amortization of prior service cost described above in (b) “Retirement benefit obligation.”
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(a) Other securities with known market value

FARAEORRET F W BRIy

Millions of yen

Thousands of U.S. dollars

Acquisition Carrying Unrealized Acquisition Carrying Unrealized
2002 cost value gain (loss) cost value gain (loss)
(1) Securities whose carrying value
exceeds their acquisition costs:
Stocks...... ¥ 9,994 ¥5,162 $ 36,331 $ 75,143 $38,812
Bonds . 4,397 4 33,030 33,060 30
Other. 6,999 0 52,624 52,624 0
Subtotal ..o S S USRS UUUPR 21,390 5,166 121,985 160,827 38,842
(2) Securities whose carrying value
does not exceed their acquisition costs:
SEOCKS ..ttt 5,683 5,229 (454) 42,729 39,316 (3,413)
BONAS .o 386 396 — 2,977 2,977 —
ONBI e 33,405 33,005 (400) 251,166 248,158 (3,008)
SUDTOtAL ... 39,484 38,630 {854) 296,872 290,451 (6,421)
TOAL e ¥55,708  ¥60,020 ¥4,312 $418,857 $451,278 $32,421
Millions of yen
Acquisition Carrying Unrealized
2001 cost value gain (loss)
(1) Securities whose carrying value
exceeds their acquisition costs:
StOCKS o S SO PUT USRI ¥ 8,743  ¥19,155 ¥10,412
11,344 55
173 1
Subtotal .. 30,672 10,468
(2) Securities whose carrying value
does not exceed their acquisition costs:
SHOCKS -ttt et s 5,037 3,530 (1,507)
BONAS .o 23,014 22,946 (68)
OBE . 135 135 )
SUBIOTAl ... 28,186 26,611 (1,575)
TOtAL o ¥48,300  ¥57,283 ¥ 8,893

(b) Securities without known market value

Thousands of
Millions of yen U.S. dollars
2002 2001 2002
Other securities:
Unlisted securities, except for those traded
on the OTC market and other ¥6,462 ¥1,632 $48,586
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Millions of yen
North
Year ended March 31, 2000 America Europe Other Total
OVEISEAS SAIBS...c.viueetirtertirteeriitee ettt e et et e e e ettt e e et es e s et te e ee oot e e ettt e ettt e et ¥11,184 ¥8,948 ¥1,583 ¥ 21,715
CONSONAAED MEL SAIES ..ottt RPN 195,506
Overseas sales as a percentage of consolidated NEt SAIES ..........c.oco.vivieieeeieieeeee et RPN 5.7% 4.6% 0.8% 11.1%

16. CONTINGENT LIABILITIES
At March 31, 2002, the Company was contingently liable as guarantor of loan obligations of ¥61 million ($459 thousand) in the aggregate to its employees
and of export bills discounted with banks which totaled ¥81 million ($609 thousand).

17. SUBSEQUENT EVENT

Appropriations of retained earnings

The following appropriations of retained earnings, which have not been reflected in the accompanying consolidated financial statements for the year ended
March 31, 2002, were approved at a general meeting of the shareholders of the Company held on June 27, 2002:

Thousands of
Millions of yen U.S. dollars
Cash dividends ¥2,016 $15,158
Bonuses to directors and corporate auditors 63 474

Resolution on merger with Nippon Roche
On May 24, 2002, the Company signed a definitive agreement to merge with Nippon Roche K.K. (Nippon Roche) on October 1, 2002, which was approved
at the general shareholders’ meeting of June 27, 2002. The series of procedures described below followed an agreement on December 10, 2001, between
Chugai Pharmaceutical and F. Hoffmann-La Roche (Roche) to form a strategic alliance centered on the Japanese pharmaceutical operations of both compa-
nies, including healthcare. (Roche Pharmholding B.V., (Roche Pharmholding) a Netherlands based company is the signee to the agreement for the Roche
side.) An outline of the agreements is presented below.
1. Merger with Nippon Roche
1) Purpose of merger
In keeping with the Basic Alliance Agreement on the strategic alliance with Roche, Chugai Pharmaceutical and Nippon Roche will merge to leverage
their superior global competitiveness based on strong foundations in new drug development and marketing in the Japanese market. As part of this
move, the "new" Chugai Pharmaceutical will become Roche’s sole pharmaceutical representative in the Japanese market, thus increasing the corpo-
rate values of the Chugai Pharmaceutical Group and the Roche Group.
2) Details of merger
(1) Date of merger
(2) Merger process

Qctober 1, 2002
Chugai Pharmaceutical will become the ongoing entity by absorbing Nippon Roche. Nippon Roche will be dissolved
upon merger.

(3) Merger ratios Company Merger ratio*
Chugai Pharmaceutical 2,234.42
Nippon Roche 1
*Share allotment ratios .
For one share of Nippon Roche common stock, shareholders will receive 2,234.42 shares of Chugai Pharmaceutical common stock.
(4) New shares issued as a result of the merger 196,628,960 shares of common stock
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PENDENT P

& SHN NiHON & CO, B Certitied Public Accountants HPhone: 03-3503-1191

ERNST & NG INTERNATIONAL Hibiya Kokusai Bidg. Fax :03-3503-1277
you - 2-2-3, Uchisaiwai-cho

Chiycda-, Tokyo 100-0011
C.P.0. Box1186, Tokyo 100-8641

INDEPENDENT AUDITORS’ REPORT

The Board of Directors
Chugai Pharmaceutical Co., Lid.

We have audited the consolidated balance sheets of Chugai Pharmaceutical Co., Ltd. and consolidated subsidiaries as of March 31, 2002 and
2001, and the related consolidated statements of income, sharcholders’ equity, and cash flows for each of the three years in the period ended
March 31, 2002, all expressed in Japanese yen. Our audits were made in accordance with auditing standards, procedures and practices
gencrally accepted and applied in Japan and, accordingly, included such tests of the accounting records and such other auditing procedures as
we considered necessary in the circumstances.

In our opinion, the accompanying consolidated financial statements referred to above present fairly the consolidated financial position of
Chugai Pharmaceutical Co., Ltd. and consolidated subsidiaries at March 31, 2002 and 2001, and the consolidated results of their operations
and their cash flows for cach of the three years in the period ended March 31, 2002 in conformity with accounting principles and practices
generally accepted in Japan consistently applied during the period.

As described in Note 2, Chugai Pharmaceutical Co., Ltd. and consolidated subsidiaries have adopted new accounting standards for retirement
benefits, financial instruments and foreign currency transactions and translations effective the year ended March 31, 2001 in the preparation

of their consolidated financial statements.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect to the year ended March 31, 2002 are presented
solely for convenience. Our audit also included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such translation

W??k Co.

has been made on the basis described in Note 3.

June 27, 2002

See Note I which explains the basis of preparation of the consolidated financial statements of Chugai Pharmaceutical Co., Ltd. and
consolidated subsidiaries under Japanese accounting principles and practices.
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Antibody Drugs..............cccc.. 2,6,6,17 Mainstay Products:
Alfarol ..o, 7,12,16
Blood Screening Business .................. 7
AMODaN ..., 12
Chugai Environmental Epogin ........... 2,5,10,11,12, 15,16
Management System (CEMS).......... 13 Glyceol ..
Roche. ..o 2,3,4,7,8,11
Chugai Lilly Ciinical Qcﬁo:mm.: ........................... 11,12, 16
Research Co., Ltd. (CLCR) .......... 9,39 Neutrogin/Granocyte .....5, 11,12, 16 Strategic Therapeutic Domains ....4, 5, 8
New Chugai Ichoyaku .................... 12
Drug Development Candidates: NEW GUIOMON evevoooeeeeeoeeoo 12 V821 Plan ..o 2,3

AHM 6,9, 10 Vitamin D Derivatives ... 5,6,7, 11
AVS s 9 19
Gen-Probe Incorporated......7, 8, 16,
BO653 .o 9,10 b RYtAMOUAN oo 12,16
CAL v 6,9, 10 1SO 14001 Certifications .. 13 SIGMArt ....cviversieienene. 11,12, 16
CGS20267 . -9 SUVenyl ..o 11,12, 15
CORPORATE DATA

Date of Foundation: 1925 Major Shareholders: Stock Price information:

Stated Capital: ¥24,034,806,833 . ) ber of Shares Held (Thousand *Price Range of Common Stock
Number of Shares Issued of ercentage of Jotal Shares Quistanding | — -
Common Stock: 252,068,564 The Chase Manhattan Bank, N.A. London 27,343/10.84 Fiscal 2002
Number of Shareholders: 20,966 Sumitomo Mitsui Banking Corporation 12,596/ 4.99 First Quarter ¥2010 ¥1,802
Stock Listings: Tokyo, Nagoya, Osaka, J.P. Morgan Trust Bank Ltd., nontaxable acc. 8,332/3.30 Second Quarter 1,928 1,676
Fukuoka Sumitomo Life Insurance Company 7,007 /277 Third Quarter 1,890 1,451
Fiscal Year-End: March 31 | e Missbisi Tost & Banking Co., L, shintaku ace. 6,236 /2,47 Fourth Quarter 1,677 1,310
General Meeting of Shareholders: June The Nichido Fire and Marine Insurance Go., Ltd. 5,767 /2.28 Fiscal 2001
Stock Transfer Agent: URJ Trust Bank Limited | = " - rer = o 5,489/2.17 First Quarter v2305 ¥1.750
Newspaper for Public Notices: Nihon Keizai - - -
Shimbun The Govemment of Singapore investment Corporation Pte. Ltd. 5,441/2.15 Second Quarter 2,260 1,791
State Street Bank & Trust Company 4975/1.97 Third Quarter 1,999 1,796
(As of March 31, 2002) Morgan Stanley & Company Inc. 4,741/1.88 Fourth Quarter 1,978 1,607

* Fiscal year ended March 31
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n | For your well-being Tel: +81-(0) 3-3273-0881 Fax: +81-(0) 3-3281-6607
CHUGA!

OICQ>_ ﬁI)I_SB,OmC._._O\’_l OO. _|._.O E-mail: pr@chugai-pharm.co.jp

Printed in Japan
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Financial Highlights (Consolidated Basis)...1

ating Results (Consolidated Basis) .....2

Per Share Data (Consolidated Basis).

Profitability (Consolidated Basis)

Stability (Consolidated Basis)

gncy (Consolidated Basis) ........

Cash Flow (Consolidated Basis)

Consolidated Balance Sheets

Consolidated Statements of Income

Consolidated Statements sh Flows...11

Stock Price Information

Chugai’s Global Networ|

Chugai Pharmaceutical Co., Ltd.—founded in 1925 as Chugai Shinyaku Co., Ltd.—is currently one of the leading
Japanese companies in its industry and provides many in-house-developed products to customers worldwide. In the fiscal
year ended March 31, 2002, 78.0% of consolidated net sales came from prescription pharmaceuticals, our core business,
and the remainder from nonprescription products, including over-the-counter (OTC) drugs, nutritional supplements, and
insecticides.

Chugai consistently invests approximately 20% of its annual net sales in R&D, one of the highest levels among
Japanese pharmaceutical companies and consistent with the highest levels in the industry. This commitment to R&D has
paid off in a number of ways, not the least of which was the launch of two breakthrough biotechnology drugs in the early
1990s: Epogin® (epoetin beta), an agent for the treatment of anemia associated with chronic renal failure, and Neutrogin®
(lenagrastim)—marketed as Granocyte outside Japan—an agent for the treatment of neutropenia associated with
chemotherapy. Chugai is now striving to expedite the advance to the next developmental stages of promising antibody
product candidates as well as other product candidates, implement a new drug development strategy that reflects
progress made in drug development technologies and life sciences, and strengthen global R&D capabilities.

Chugai is currently striving to become a global pharmaceutical and medical product company with competitive advan-
tages in specific pharmaceutical research domains. From this global vantage point, the Company will be able to make even

greater contributions to the health and quality of life of its customers around the world.
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OPERATING RESULTS

240,000

¥ Millions

(CONSOLIDATED BASIS)

'98/3 '99/3 '00/3 0173 '98/3 '99/3 '00/3 0113 '02/3 '98/3 ’00/3 '01/3 '02/3
[ Prescription Pharmaceuticals ["1income before Income Taxes and Minority [nterests (left scale) {71 Net Income (left scale)
Nonprescription Products = Income betore tncome Taxes and Minority Interests to Net <> Net Income to Net Sales (right scale)
i Diagnostic Progucts Sales (right scale)
] Others
¥ Millions
Fiscal Year Ended: 1998/3 1999/3 2000/3 2001/3 2002/3
Net Sales: 185,775 189,555 195,506 203,005 211,705
Prescription Pharmaceuticals 136,535 142,910 149,009 154,772 165,140
Nonprescription Products 27,681 26,324 26,941 26,383 22,877
Diagnostic Products 14,018 14,261 13,246 15,047 18,691
Others 7,541 6,060 6,310 6,803 4,997
Overseas Sales 20,112 22,053 21,715 23,806 29,113
Rate of Increase in Net Sales (%) 0.1 2.0 341 3.8 43
income before Income Taxes and Minority Interests 19,444 22,294 14,035 29,340 26,293
Income before Income Taxes and Minority Interests to Net Sales (%) 10.5 11.8 7.2 14.5 12.4
Net Income 9,751 8,049 8,761 15,500 14,598
Net Income to Net Sales (%) 5.2 4.2 45 7.6 6.9
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PROFITABILITY (CONSOLIDATED BASIS)

'98/3 '99/3 003 013 0273 ‘883 '993 003 013 023 '98/3  '99/3  '00/3 013 0273

@ Gross Profit Ratio
<> Operating Income to Net Sales

O\ 0

Fiscal Year Ended: 1998/3 1999/3 2000/3 2001/3 2002/3
Gross Profit Ratio 67.8 67.9 69.8 69.4 69.3
Operating Income to Net Sales 1141 12.8 153 14.9 12.6
Return on Assets 7.3 8.6 9.9 95 79
Return on Equity 6.8 5.4 54 8.6 7.5

Notes: 1. Return on Assets = (Operating Income + Interest and Dividend Income)/Total Assets (Yearly Average) x 100
2. Return on Equity = Net Income/Total Shareholders’ Equity (Yearly Average) x 100
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EFFICIENCY (CONSOLIDATED BASI1S)

'93/3 993 ‘003 013 ‘0273 '98/3  '99/34 003 013 023 '98/3 993 003 013 2R 983 993 003 ‘013 0273

Times
Fiscal Year Ended: 1998/3 1999/3 2000/3 2001/3 2002/3
Total Assets Turnover 0.60 0.63 0.62 0.61 0.61

Trade Receivables Turnover 2.95 2.96 2.98 2.96 321 |
Inventories Turnover 8.35 8.14 8.46 7.82 8.06
Trade Payables Turnover 15.56 14.58 17.84 19.05 20.85

Notes: 1. Total Assets Turnover = Net Sales/Total Assets (Yearly Average)

2. Trade Receivables Turnover = Net Sales/(Trade Notes + Trade Accounts)
3. Inventories Turnover = Net Sales/Inventories

4. Trade Payables Turnover = Net Sales/(Trade Notes + Trade Accounts)
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CONSOLIDATED BALANCE SHEETS

¥ Millions
At Fiscal Year-End: 1998/3 1999/3 2000/3 2001/3 2002/3
Assets
Current Assets:
Cash and Cash Equivalents Y 27,832 Y 35,825 Y 51,836 Y 57,161 Y 53,426
Marketable Securities Including Short-Term Investments 57,220 54,012 38,423 4,991 24,800
Receivables:
Trade Notes 16,599 16,337 15,314 11,922 9,828
Trade Accounts 46,272 47,667 50,386 56,581 56,185
Unconsolidated Subsidiaries and Affiliates 323 — — — —
Other 1,914 1,595 1,233 3,786 3,854
Reserve for Doubtful Accounts (580} (465) (383) (342) (263)
Inventories 22,242 23,289 23,099 25,947 26,272
Deferred Tax Assets — — 4,513 5615 6,663
Other 2,136 2,017 1,367 1,389 1,984
Total Current Assets 173,958 180,277 185,788 167,050 182,749
Property, Plant and Equipment, at Cost:
Land 12,401 12,268 12,402 12,646 12,800
Buildings 71,550 78,142 79,904 82,778 86,897
Machinery and Equipment 72,945 79,423 85,114 88,045 91,421
Construction in Progress 2,431 2,033 2,908 1,652 5,181
159,327 171,866 180,328 185,121 196,299
Accumulated Depreciation (83,481) (91,153) (100,103) (107,323) (114,854)
Property, Plant and Equipment, Net 75,846 80,713 80,225 77,798 81,445
Investments and Other Assets:
investment Securities 17,374 16,239 14,358 53,925 41,682
Unconsolidated Subsidiaries and Affiliates 65 65 176 160 190
Long-Term Loans 2,056 1,902 1,575 1,193 907
Prepaid Expenses 7,051 8,141 6,840 5,166 3,966
Lease Deposits 3,277 3,138 3,051 3,009 3,143
Excess of Cost over Net Assets of Acquired Subsidiaries 7,515 6,706 6,223 6,253 6,357
Deferred Tax Assets — — 12,142 9,935 12,198
Other 8,578 7,052 7,453 15,685 16,589
Total Investments and Other Assets 45,916 43,243 51,818 95,326 85,032
Translation Adjustments — 836 3,256 — —
Total Assets ¥295.720 ¥305,069 ¥321,087 ¥340,174 ¥349,226
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CONSOLIDATED STATEMENTS OF

INCOME

¥ Millions
Fiscal Year Ended: 1998/3 1999/3 2000/3 2001/3 2002/3
Net Sales ¥185,775 ¥189,555 ¥195,506 ¥203,005 ¥211,705
Cost of Sales 59,789 60,895 58,995 62,046 64,962
Gross Profit 125,986 128,660 136,511 140,959 146,743
Selling, General and Administrative Expenses 69,577 66,781 66,540 69,527 72,189
Research and Development Expenses 35,764 37,674 39,993 41,189 47,845
Operating Income 20,645 24,205 29,978 30,243 26,709
Other Income (Expenses):
Interest and Dividend Income 1,916 1,555 1,078 1,100 679
Interest Expense (1,112) (1.117) (978) (974) {959)
Equity in Earnings of Affiliated Companies — 404 604 731 957
Gain on Sales of Distribution Rights, Etc. — — — — 3,266
Loss on Inventories -— — — — (1,496)
Valuation Loss on investment Securities — — — — (3,261)
Compensation for Early Termination of a Contract — — — 8,400 —
Amortization of Unfunded Retirement Benefit Obligation — — — (6,126) —
Loss on Adjustment of Prior-Year Profit of an Overseas
Subsidiary due to Change in Accounting Standard — — — (1,974) —
Amortization of Prior Service Cost of Pension Plan and Allowances for Employees’ Retirement Benefits — — (14,653) — —
Other—Net (2,005) (2,753) (1,994) (2,060) 398
(1,201) (1,911) (15,943) (903) (416)
Income hefore Income Taxes and Minority Interests 19,444 22,294 14,035 29,340 26,293
Income Taxes:
Current 10,600 14,778 11,415 16,815 12,998
Deferred — — (6,223) (3,071) (1,325)
Minority Interests 907 533 (82) (96) (22)
Net Income ¥ 9,751 ¥ 8,049 Y 8,761 ¥ 15,500 Y 14,598
Amounts per Share (in Yen):
Net Income (Basic) Y 39.56 Y 3266 ¥ 3553 ¥ 61.70 ¥ 5793
Net Income (Fully Diluted) 33.37 27.95 30.49 52.18 49.09
Cash Dividends 11.50 11.50 13.00 16.00 16.00

Note: Cash Dividends per Share are calculated on an unconsolidated basis.
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STOCK PRICE INFORMATION

STOCK PRICE RANGE

0
Fiscal Year 1998 A 1999 2000 2001 2002
Quarter | [} ] v | ] n v | [} n v 1 [} ] 1Y { ] in v
TRADING VOLUME
1,000 Shares
100000
O
S0000
OO0
0
Fiscal Year
Quarter
Fiscal Year: 1998 1999 2000 2001 2002
Stock Price Range (¥):
Open 972 858 1,354 1,923 1,932
High 1,080 1,432 2,080 2,325 2,010
Low 570 770 995 1,607 1,310
Close 870 1,368 1,923 1,902 1,456
Trading Volume (1,000 Shares):
Amount 80,880 129,058 207,531 189,352 225,634
Monthly Average 6,740 10,755 17,294 15,779 18,803

Note: The above data were collected from the Tokyo Stock Exchange until the close on March 31, 2002.
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For your well-being - Tel: +81-(0) 3-3273-0881 Fax: +81-(0) 3-3281-6607

CHUGAI PHARMACEUTICAL OO_ LTD. e-maik pr@chugai-pharm.co.jp

Printed in Japan




