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» Date of the Board of Directors’ Meeting: May 15, 2007
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Note: For additional specific information, please refer to the official Japanese-language version of this release.
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1. CONSOLIDATED ANNUAL FINANCIAL RESULTS
(APRIL 1, 2006 - MARCH 31, 2007)

1) RESULTS OF ANNUAL OPERATIONS

, Percent Operating Percent Ordinary Percent
Period Net Sales Change Income Change Income Change
April 1, 2006-
March 31, 2007 ¥674,111 mil. { 124% | ¥105,263 mil. 10.0% ¥110,462 mil. | 10.4%
April 1, 2005- '
March 31, 2006 ¥601,252 mil. | 12.8% | 95,704 mil. 10.2% ¥100,025 mil. 12.3%
Basic Diluted Ordinary Operating
Period Net Income Percent | Earnings | Earnings Return Income/ | "7 come/
Change per per on Equity Total Net Sales
Share Share Assets
April 1, 20086- .
March 31, 2007 ¥70,614 mil. 11.4% | ¥247.85 | ¥247.47 13.2% 14.4% 15.6%
Agpril 1, 2005- .
March 31, 2006 ¥63,410 mil. 14.2% | ¥221.86 | ¥221.61 13.0% 14.2% 15.9%
Reference: Equity in eamings:
. Fiscal year ended March 31, 2007: ¥15 mil.
. Fiscal year ended March 31, 20086: ¥25 mil.
2) FINANCIAL POSITION
{Equity - Minority
. interests - Stock
Year End Total Assets Equity acquisition rights) / Book-value per share
Total assets
March 31, 2007 ¥792,114 mil. ¥562,698 mil. 69.7% ¥1,944.41
March 31, 2006 ¥747,231 mil. ¥519,215 mil. 69.5% ¥1,816.23

Reference: (Equity - Minority interests - Stock acquisition rights):
. Fiscal year ended March 31, 2007:
. Fiscal year ended March 31, 2006:
Notes: Shareholders' Equity, Equity Ratio and Shareholders’ Equity per Share for the periods ended March 31,
2006 are respectively, described as 'Equity’, '(Equity - Minority interests - Stock acquisition rights) / Total
assets' and 'Book-value per share’ .

3) CASH FLOW CONDITION

552,464 million yen
N/A

Net Cash .
Provided by Net Cash l_Jsed " | Net Cash Used in Cash & Cash
Year End : Investing h - - .
Operating Activities Financing Activities Equivalents
A clivities
Activities :
March 31, 2007 ¥81,188 mil. (¥55,212 mil.) (40,620 mil.} ¥171,090 mil.
March 31, 2006 ¥87,053 mil, (¥29,513 mil.) {(¥21,843 mil.) ¥183,278 mil.
2. DIVIDEND CONDITION :
Dividend per share Annual Dividend Dividend
Semi-annual- Annual dividends Payout ratio on equity
d Year- i i
Year En end ear-end total {(annual} (consolidated) (consclidated)
Yen Yen Yen | Million Yen % %
March 31, 40.00 50.00 90.00 25,726 40.6 53
2006
March 31, 55.00 65.00 120.00 34,088 48.4 6.4
2007
March 31, [-
’ . . 130. 49.4
2008(F) 65.00 65.00 30.00

All figures less than 1,000,000 yen have been omitted.
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3. CONSOLIDATED FINANCIAL FORECAST FOR THE FISCAL YEAR ENDING
MARCH 31, 2008

. Operating Ordinary Basic Earnings
Period Net Sales Income Income Net iIncome per Share
. ¥350,000 mil. ¥52 000 mil. ¥53,500 mil. ¥35,000 mil. ¥123.18
Semi-Annual 9.6% 4.7% 3.4% 7.7%
Annual ¥720,000 mil. ¥112,000 mil. %115,000 mil. ¥75,000 mil. ¥263.26
6.8% 6.4% | | 4.1% 6.2%

Notes: Percentage increase {decrease) compares corresponding period of the previous year.

4. OTHER

1) There is no change of important subsidiaries (special subsidiaries in connection with

change of consolidated scope).

2) Change of rule, procedure and representation method in connection to preparation of

consolidated financial statements (indicated in ACCOUNTING CHANGES)

(1) Changes in connectior with the amendment of accounting standard: Yes
(2) Changes except (1): None

Notes: For further details, please refer 1o ACCOUNTING CHANGES (P.42).

3) Number of shares issued and outstanding (comllnon stock):
(1) Number of shares issued and outstanding (including treasury stock})

* Fiscal year ended March 31, 2007: 296,566,949 shares

* Fiscal yeer ended March 31, 2006: 296,566,949 shares
(2) Number of treasury stock

» Fiscal yezr ended March 31, 2007: 12,437,412 shares

+ Fiscal yeer ended March 31, 2006: 10,692,033 shares

Notes: Please refer to PER SHARE INFORMATION (P.65) for the number of shares which becomes the basis for

the calculation of earnings per share.

(REFERENCE) |
1. NON-CONSOLIDATED ANNUAL FINANCIAL RESULTS
(APRIL 1, 2006 = MARCH 31, 2007) |

(1) RESULTS OF OPIZRATIONS

. Percent Operatin Percent Ordina Percent
Period Net Sales Change Iﬁcomeg Change Irlc:orn:zy Change
April 1, 2006- ‘ o
March 31, 2007 ¥351,647 mil. 5.9% ¥65,026 mil. (0.5%) ¥65,674 mil. {2.5%)
April 1, 2005- ‘
March 31, 2006 ¥331,959 mil. 7.8% ¥65,376 mil. {3.3%) ¥67,338 mil. {2.6%)
Percent Basic Diluted | Return Ordinary Operating
. Change | Earnings | Earnings on Income/ Income/
Period Net Income ° per Shz?re per ° Equity | Total Assets | Net Sales
(EPS) Share
April 1, 2006-
March 31, 2007 ¥42,803 mil. {2.5%) ¥150.23 ¥150.04 9.2% 11.5% 18.5%
April 1, 2005- ,
March 31, 2006 ¥43,890 mil. 0.9% ¥153.56 ¥153.39 9.8% 12.2% 19.7%

Note: Percentage increase (decrease) compares periods ended March 31, 2006.

All figures less than 1,000,000 yen have been omitted.
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(2) FINANCIAL POSITION

{Equity - Minority
. interests - Stock Book-value per
Year End Total Assets Equity acquisition rights} / share
Total assets
March 31, 2007 ¥573,702 mil. ¥467,541 mil. 81.4% ¥1,644.49
March 31, 2006 ¥572,912 mil. ¥465,211 mil. 81.2% ¥1,627.33

Notes 1: (Equity - Minority interests - Stock acquisition rights):
Fiscal year ended March 31, 2007:
Fiscal year ended March 31, 2006:
2: Shareholders’ Equity, Equity Ratio and Shareholders’ Equity per Share for the periods ended March 31,
2006 are respectively, described as 'Equity’, '(Equity - Minority interests - Stock acquisition rights) / Total
assets ' and '‘Book- vatue per share’.

467,246 million yen
N/A

2. NON-CONSOLIDATED FINANCIAL FORECAST FOR THE FISCAL YEAR
ENDING MARCH 31, 2008

. Operating Ordinary Basic Earnings
Period Net Sales Income Income Net income per Share
. ¥190,000 mil, ¥35,500 mil. ¥35,500 mil, ¥23 500 mil. ¥g2.71
Semi-annual 11.7% 17.0% 15.5% 16.7%
Annual ¥382,000 mil. ¥77,000 mil. ¥77,500 mil, ¥51,000 mil. ¥179.02
8.6% 18.4% 18.0% 19.2%
Notes: Percentage increase (decrease) compares corresponding period of the previous year.

Assumptions associated with the above forecast are noted on page 13 and P15-20.

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

1)
(1)

Operating Results '

Overview of operating results
Operating results for the period under review

[Sales and income)|
® The Company achieved the following consolidated financial results for the

period under review:

Net sales: ¥674,111 million (12.1% increase year-on-year)
Operating income: ¥105,263 million (10.0% increase year-on-year)
Ordinary income: ¥110,462 million (10.4% increase year-on-year)
Net income: ¥70,614 million (11.4% increase year-on-year)

Net sales gained ground in Japan, North America, Europe and Asia as sales
of Aricept, an Alzheimer’s disease treatment, expanded to ¥252,885 million,
up 28.7% year-on-year and those of Pariet (US brand name: Aciphex), a
proton pump inhibitor, steadily increased to ¥174,290 million, up 12.8%
year-on-year. '

Operating inccme, ordinary income and net income secured an upward
trend mainly clue to decreased costs and proactive investment in R&D
activities.

[Conditions by segment]

_(Net sales for each segment are those to external customers.)

a. Performance by operating segment
<Pharmaceuticals :segment>

® In the Pharmaceuticals segment, sales of Aricept and Aciphex/Pariet soared
in all regions.

® Consequently, pharmaceutical sales came to ¥652,936 million, up 12.6%
year-on-year while operating income amounted to ¥108,058 million, an
increase of 9.8% year-on-year.

<Other>

@ Sales in other segment that deals with products such as food additives,

chemical and machinery decreased 1.2% year-on-year to ¥21,175 million,
and the operating income amounted to ¥1,710 million, a decrease of 27.7%
year-on-year.




b. Performance by geographicai segments

<Japan>

® Sales in Japan amounted to ¥292,222 million, up 2.5% from the previous
year while operating income came to ¥72,802 million, down 1.8%.

Among ethical drugs, as compared to the previous year, sales of Aricept
increased to ¥49,680 million, up 17.4% and those of Pariet increased to
¥30,669 million, an increase of 11.3%.

<North America>

® Sales in North America expanded 19.9% to ¥303,411 million, and operating
income rose 27.9% to ¥28,761 million.

@ Sales of Aricept advanced 35.3% to ¥162,176 million and sales of Aciphex
increased 10.9% to ¥126,854 million. (Sales of Aricepton a
dollar-denominated basis increased 31.0% and those of Aciphex increased
7.4%)

<Europe>

® Sales in Europe reached ¥54,774 miliion, up 20.4% while operating income
came to ¥4,059 million, down 12.4%.

® Sales of Aricept advanced 15.3% to ¥34,477 million and those of Pariet
increased 34.0% to ¥12,124 million.

@ EF-Eisai Farmacéutica Unipessoal Lda., a pharmaceutical sales subsidiary,
was established in Portugal in November 2006.

<Asia and other regions>

® Sales in Asia and other regions soared 34.6% to ¥23,703 million while
operating income made an upturn by 44.5% to ¥4,021 million.

® Sales of Aricept amounted to ¥6,550 million, up 50.0% and those of Pariet
increased to ¥4,640 million, up 32.2%.

<Overseas total>
Total overseas sales excluding Japan grew to ¥381,889 million, an increase
of 20.8%, accounting for 56.7% of the Company’s total net sales, up 4.1
points.




(2) Fourth Quarter Financial Highlight:s (January 1, 2007 - March 31, 2007)

Consolidated net sales during the quarter amounted to ¥173,323 million
which was a '14.5% increase compared to the corresponding period last
year. _ |

Net sales of Aricept soared to ¥70,157 million, a 30.3% rise year-on-year.
Out of this gair), sales of ¥11,768 miIIi:on were attributed to Japan, up 21.1%
and ¥47,709 million were attributed to the U.S., a 34.0% increase. (30.8%
increase on a dollar-denominated baslis)

Sales of Pariet (U.S. brand name: Aciphex) totaled ¥43,367 million, a 7.2%
rise year-on-y2ar, while sales in Japan rose 18.6% to ¥6,989 million and
sales in the U.S. increased 6.5% to ¥32,099 million (4.1% increase on a
dollar-denominated basis).

With respect to net sales to external customers by each geographic area, all
areas recorded increases. Japanese sales secured a 6.3% gain and the
North American market expanded 2120.0% while the European territories
gained ground by 10.4% and ‘Asian a:nd other markets’ increased 53.8% on
a year-on-year basis. !

Research and development (R&D) expenses came to ¥29,420 million, ub
12.2% from the period a year earlier while seiling, general and
administrative expenses amounted to ¥85,104 million, up 16.3%. Cost of
goods sold increased 6.0% to ¥27,3'?2 million with the cost to sales ratio
decreased 1.3 points t0 15.8%. ' '

With respect to earning results, operating income for the quarter came to
¥21,426 million (up 22.5% year-on-year); ordinary income to ¥22,661 million
(21.8% up) and net income to ¥14,768 million (up 31.2%). Basic earnings
per share (EPS) came to ¥52 (up ¥1$.63 as compared to the same quarter
in previous year). !

Net cash provided by operating activities in the quarter amounted to
¥38,654 million, up ¥717 million on ? year-on-year basis. Cash outflows
dedicated to investing activities totaled ¥1,876 million, down ¥3,402 million

from a year eailier period. .
|




(3) Research Projects and Other Business Development

Eisai Group concentrates its managerial resources in the areas of neurology
and oncology and engages in proactive R&D activities to support these
areas. Centralizing our global R&D decision-making at Eisai R&D
Management Co., Ltd. (Tokyo, Japan), the Company ensures efficient and
productive research operations in order to achieve timely development of
new drugs.

E7389 for cancer is now being investigated for the treatment of breast
cancer in the U.S. in a Phase |l study as well as a Subpart H (an FDA
system that gives fast track review to new drugs for severe and
life-threatening diseases that meet certain requirements) application study.
Studies for breast cancer {Phase lil) and for sarcoma (Phase Il) have also
been initiated in Europe.

An AMPA receptor antagonist E2007 is being tested in Phase lll for
Parkinson's disease in the U.S.. A Phase 1l study for Parkinson’s disease
has been initiated in Europe. The agent is also aiming to complete a POC

_ (Proof of Concept) study for epilepsy, multiple sclerosis, and migraine

prophylaxis.

A Phase Ill study of an endotoxin antagonist E5564 (generic name:
eritoran) for the treatment of severe sepsis has been initiated in the U.S.
and Europe.

A Phase |l study of a thrombin receptor antagonist E5555 was initiated in
the U.S. and Europe.

The European Commission approved the anti-epileptic agent /novelon
(generic name: rufinamide) for adjunctive therapy of Lennox-Gastaut
Syndrome in January 2007.

A gastroprokinetic agent Gasmotin (generic name: mosapride citrate)
was filed in Thailand in May 2007 for the treatment of functional dyspepsia.
The application is being prepared in the nine Asian countries including the
ASEAN member countries.

The application of botulinum toxin type B E2014 was submitted in Japan
in December 2006 for the treatment of cervical dystonia.

A Phase II/Ill study of an anti-rheumatic agent D2E7 (generic name:
adalimumab, fully human anti TNF-alpha monoclonal antibody) has been
started in Japan for Crohn's disease.




® A Phase II/lll study of EQ302 (generic name: mecobalamine) for Amytrophic
Lateral Sclerosis (ALS) has been initiated in Japan.

® Aricept received approval in the U.S. for the treatment of severe
Alzheimer's disease in October 2006. The application was also filed in
Europe in May 2006 through the mutual recognition procedure, which was
withdrawn by the Company in April, 2007. The possibility for reapplication
will be investigated after discussing with the MHRA.

® Fariet received approval in Japan in January 2007 for Helicobacter Pylori
eradication in combination with certain antibiotics. An additional indication in
the secondary eradiation of Helicobacter Pylori has also been filed in Japan
in August, 20C6. (Secondary eradication: a therapy for Helicobacter Pylori
eradication with the different combination of antibiotics in case the patient
does not respond to the primary combination.)

® New formulaticns of a 0.05% isosorbihe dinitrate injection, Nitorol Injection
5mg Syringe and Nitorol Injection 25mg Syringe were approved in Japan
in March, 2007.

® An ischemic heart disease agent Vasolan (generic name: verapamil
hydrochloride) was filed in Japan in January 2007 for an additional
indication in the treatment of atrial fibrillation and paroxysmal
supraventricular tachycardia (PSVT). _

® A nonionic X-ray contrast medium fomeron was filed in Japan in March,
2007 for an additional dosage & administration in CT angiography.

® The U.S. Phase Il study of ACIPHEX for intermittent therapy for
symptomatic GERD and the Phase Il study of an anticancer agent E7070
(generic name: indisulam) for gastric cancer which was ongoing in Japan
were discontinued. E7070 is now being investigated for application for other
types of cancer in the United States. A Phase |l study of E0O167 (generic
name: menatetrenone) in Japan for the prevention of hepatocellular
carcinoma recurrence was also discontinued.

Alliances & Agrecments.

® Alicense agreement was concluded between Dainippon Sumitomo
Pharma Co., Ltd. in April 2006 concer‘ning the development, manufacture
and sales for a gastroprokinetic agent Gasmotin (generic name:
mosapride citrete } in ten Asian countr?es, including the ASEAN member




countries.

A joint development agreement concerning a transdermal patch
formulation of Aricept was concluded with Nitto Denko Corporation in
May 20086, with which the two companies will start development for the
transdermal patch formulation of the drug utilizing the technology owned by
Nitto Denko Corporation.

An out-license agreement was concluded in June, 2006 with Radius Health,
Inc. (U.S.) for the selective estrogen receptor modulator produced by
Eisai.

Eisai Co., Ltd., Eisai Inc. (U.S.), and Teva Pharmaceutical industries
Ltd. (Israel) ended the collaboration agreement for rasagiline in July,
2006, which included co-promotion for Parkinson's disease in the U.S. and
joint development for Alzheimer's disease.

An agreement with Solvay Pharmaceuticals Marketing & Licensing AG
(Beigum), an affiliate of Solvay Pharmaceuticals was concluded in July,
2006 for the co-development and exclusive distribution of a pancreatic
exocrine insufficiency treatment SA-001 with Solvay Seiyaku K.K. in
Japan. The compound is being prepared for Phase lll study in Japan.

In September, 2006, a product acquisition agreement with Ligand
Pharmaceuticals was concluded for ONTAK for persistent or recurrent
cutaneous T-cell lymphoma, whose malignant cells express the CD25
component of the Interleukin-2 receptor; Targretin capsules and Targretin
gel 1% for cutaneous manifestations of cutaneous t-cell lymphoma in
patients who are refractory to at least one prior systemic therapy, and
Panretin ge! 0.1% for cutaneous lesions in patients with AIDS-related
Kaposi's sarcoma. These four products have been marketed by Eisai in
the U.S since the beginning of October, 2006. In Europe, Targretin capsules
and Panretin gel 0.1% have been supplied to the partner companies for
distribution in the territory.

A joint research agreement was signed between Sanko Junyaku,
FUJIREBIO, and Eisai Co., Ltd. for development of a new KL-6 test kit
(supplementary diagnostic marker for interstitial pneumonia) compatible
with LUMIPULSE® (automatic chemiluminescent enzyme immunoassay
system) in October, 2006.

The sales scheme for the anti-rheumatoid arthritis agent HUM/RA
(generic name: adalimumab) in Taiwan and Korea in the joint



development & promotion agreement was revised in February, 2007. In
the revised agreement, Eisai's regional subsidiaries will purchase products
from the Abboit's regional subsidiaries as the distributor in the regions, and
both companies will co-promote the product under the same brand name.
Eisai has started sales of the drug in both countries since April, 2007.

The acquisition of Morphoteck Inc., a U.S. biopharmaceutical company
that specializes in antibody research & development announced in March
2007 was completed by Eisai Corporation of North America in April 2007.
Morphotek Inc. develops the therapeutic antibodies through the use of its
proprietary technologies including the treatment of cancers, rheumatoid
arthritis, and infectious diseases. The acquisition will enable Eisai to expand
its capacity to make its entry into biologics field. Currently two of its
compounds are in clinical trials, with “|MORAb-003” (for ovarian cancer) in
Phase I/ll, and “MORAb-009” (for pancreatic/lung cancer) in Phase |.

A development and marketing agreement for a Vasodilator Eril
(generic name: fasudil hydrochloride) in Korea was signed in March
2007 between Eisal Korea Inc. and Asahi Kasei Pharma Corporation.
Eisai Korea Inc. will start development activities of the drug.

Research Facility Expansion

In October 2006, KAN Research Institute (Hyogo, Japan) which
specializes in life science research launched operations at its newly
relocated facility in Kobe Biocluster. Eisai hopes that this relocation wil
enrich further activities of the institute, particularly with a focus on
translational research. , .

A new subsidiary Eisai Clinical Research Singapore Pte. Ltd. was
established in Singapore in October 2006, to facilitate the strategic
execution of clinical studies in Asia.

Eisai Research Institute of Boston Inc. completed its expansion in
January 2007 with the opening of a new facility. This new facility
consolidates discovery and clinical research functions in the United States
for accelerating Eisai's global research activities.
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Production Facility Expansion

® With the objective of achieving a stable and consistent supply of Aricept
and Aciphex/Pariet to meet increasing global demand, the Company
strives to renew or expand related production facilities.

® In November 20086, Eisali Inc. in the U.S. broke ground at the North
Carolina Plant for construction of a new oncology production facility.
The new facility will comprise of aseptic processing suites, laboratories and
other support functions.

® A European manufacturing subsidiary Eisai Manufacturing Ltd. was
established in the KnoWIedge Creation Center in Hatfield, Hartford, a
city to the north of London in March 2007. Facilities are being constructed
which will be Eisai’s key base for high-quality production and supply chain
management in the European area.

® The factory in Suzhou, China started production in June, 2006 after the
completion of a second production building expansion.

® In March 2007, a formulation research & APl manufacturing subsidiary
Eisai Pharmatechnology and manufacturing Pte. Ltd. was established

" in Vizag, Southern India, which will be one of the key bases for the

Company’s global logistics. New facilities are being constructed.

® The Kashima Plant in Ibaraki Prefecture completed a partial renovation of
the existing building in March, 2006. Recently been initiated the production
of bulk drug substance in the new facility.

® The Kawashima Plant (Gifu prefecture) completed construction of a new,
environmentally-concerned, effluent treatment facility in July, 2006 and went
into full-scale operation.

® The Company is dedicated to continually enhancing product quality and
operational safety while taking environmental conservation into account and
seeking reductions in production cost.

Activities for environmental conservation
® Keenly aware of global environmental issues, the company is
promoting eco-friendly activities as evidenced by the reduction in CO~

emissions and waste generation, promotion of recycling and green
procurement and reduction of toxic air pollutants consistent with the targets
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set forth in the long-term plan.

In July 2006, the Kashima Plant in, ibaraki prefecture received an award
from the Minister of Health, Labour and Welfare for its long-term efforts to
promote safely and health in the work environment.

In April 2006, Eisai's Kawashima Industrial Complex was recognized as a
SEGES (Social and Environmental Green Evaluation System} by the
urban greene.y foundation due to our commitment to maintain forestland at
the site and in the regional ecosystem.

The Company has published an “Environmental and Social Report 2006”
describing thie management system for dealing with environmental and
occupational health and safety issues and related achievements.
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(4) Outlook for the fiscal year 2007 (From April 1, 2007 to March 31, 2008)
[Forecast on consolidated results]

. Percent . Percent

Interim change Ending change
Net sales ¥350,000 million 9.6% ¥720,000 million 6.8%
Operating income ¥52,000 million 4.7% ¥112,000 million 6.4%
Ordinary income ¥53,500 million 3.4% ¥115,000 million 4.1%
Net income ¥35,000 million 7.7% ¥75,000 million 6.2%

Percentage increase compares corresponding period of the previous year.

Prospected net income per share: {interim)¥123.18, {(Ending)¥263.26
J(Assumptions) US$1=¥115, 1 Euro =¥150, 1 Sterling Pound =¥220

<Net Sales>

® Though our circumstances remain difficult because of world-wide medical
expenses reduction and increased competition, we expect increased sales
contributed by further expansion of Aricept and Aciphex/Pariet throughout
the world and four oncology products acquired by Ligand Pharmaceuticals.
® We forecast ¥284,000 million sales in Aricept and ¥179,500 million in

Aciphex/Pariet.

<lhcome:>

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

[Forecast on non-consolidated results)

Interim '::;fg; Ending Ere‘;cr:g:
Net sales ¥190,000 million 11.7% ¥382,000 million | 8.6%
Operating income ¥35,500 million 17.0% ¥77.,000 million | 18.4%
Ordinary income ¥35,500 million | 15.5% ¥77,500 million | 18.0%
Net income ¥23,500 million 16.7% ¥51,000 million | 19.2%

Percentage increase compares corresponding period of the previous year.

Prospected net income per share: {Interim)¥82.71, (Ending)¥179.02
(Assumptions) US$1=%¥115, 1 Euro =¥150, 1 Sterling Pound =¥220

Note: Prospected net income per share (full-year) is calculated based on the assumption that Eisai would

appropriate treasury stock for share exchange to make Sanko Junyaku -one of Eisai's subsidiaries- to be a

wholly-owned subsidiary as of October 2007.
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2) Financial corditions for the period

[Assets etc.] |

® Total assets at the end of the period under review stood at ¥792,114 million,
an increase of ¥44,882 million from the end of the previous year. Notes and
accounts receivable-trade, intangible assets and deferred tax assets were
the main items that showed increases. |

® Total liabilities amounted to ¥229,416 million, up ¥10,696 million from the
end of the previous year. ltems such as accounts payable-other, accrued
expenses and reserve for sales rebates mainly account for the increase.

® Total equity came to ¥562,698 million, an increase of ¥34,186 million from
the end of the previous year, resulting in a ratio of owners’ equity to total
assets of 69.7%, up 0.3 points from the previous year.
in August 2006, Eisai acquired treasury stock on the open market.

[Capital expenditures]

® Capital expenditures amounted to ¥23,246 million, an increase of ¥2,292
million year-on-year, most of which were used to upgrade production
facilities and R&D laboratories in Japan and the U.S.

[Cash flow]

Net cash provided by operating activities for the period under review
amounted to ¥81,188 million, down ¥5,865 million from the previous year.
Income before income taxes amounted to ¥110,334 million, depreciation and
amortization expenses came to ¥26,802 million and while income taxes paid
totaled ¥48,948 million. | '

Cash outflows arising out of investing activities amounted to ¥55,212
million, an increase of ¥25,698 million, out of which ¥22,549 million was used
for purposes of acquiring tangible fixed assets and ¥24,279 million was paid for
purpose of acquiring intangible assets.

Net cash used in financing activities amounted to ¥40,620 million, an
increase of ¥18,776 million from the same period of the previous year, out of
which ¥29,913 million was paid as dividends and *¥11,060 was used for
acquisition of treasury stock.

As a result of such operating, investing and financing activities, cash and
cash equivalents at the end of the period under review came to ¥171,090 million,
down ¥12,188 miltion from the end of the previous year. '
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[Trends in Financial Indicators)

Year ended | Year ended | Year ended | Year ended | Year ended
March 2003 | March 2004 March 2005 March 2006 March 2007
(Equity- Minority
interests - Stock
acquisition rights) 65.6 | - 68.1 69.4 69.5 69.7
[Total assets ratio
(%)
Market Cap.
Ratio (%) 107.7 131.8 157.0 196.3 202.7
Debt  repayment 0.04 0.03 0.06 0.03 0.03
term (years)
'r';ifgeS‘ coverage 489.6 1,040.6 856.3 1,9227 796.8

{Note) Calculation method of each indicator in the above table is as follows:
*(Equity - Minority interests - Stock acquisition rights) / Tota! assets ratio
*Market Cap. Ratio: market capitalization (the stock price at the end of the period x number of shares
outstanding at the end of the period after deduction of treasury stock) / total assets
*Debt repayment term: interest-bearing debt {bonds payable, loans payable, agent deposits payable)
/ operating cash flow

*Interest coverage ratio: operating cash flow / interest payments {interests paid)

3) Basic policy on profit appropriation and dividend for current and next
period

Eisai is a company with a committee system and dividends out of surplus
is specified as a matter to be resolved at the board meeting in the Company’s
Articles of Incorporation, to facilitate a flexible dividend policy.

Eisai is devoted to providing sustainable and stable dividends based on
the consolidated financial performance along with dividend on equity. Purchase
of treasury stock is to be conducted flexibly at an appropriate time. Furthermore,
the internal reserve fund shall be allocated to enhance R&D activities and
reinforce business infrastructure with an eye to increasing corporate value. We
aim for an 8% level of DOE as a mid-term target.

In connection with the dividend payout, Eisai intends to set the fiscal
year-end dividend at ¥65 per share (an increase of ¥15 per share over the
previous year), resulting in an annual dividend of ¥120 per share (an increase of
¥30 per share over the previous year) combined with the interim dividend of ¥55
per share.

In this context, the dividend payout ratio and dividends on equity ratio
(DOE) were 48.4% and 6.4%, respectively.

15




Eisai acquired 200 million shares of treasury stock (acquisition cost: ¥11,060
million) on August 30, 2006 for improvement in capital efficiency and
implementing of capital policies.

Annual dividend is expected to be ¥130 per share (¥65 for interim and ¥65 for
year-end dividend), an increase of ¥10 from the current year. Dividend payout
ratio and dividends; on equity ratio (DOE) for the next period are expected to be
49.4% and 6.5%, respectively.
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4) Forecast and risk factors

(1) 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.

(2) Risks which may fluctuate significantly the consolidated results of the
Company or have a material effect on decisions of shareholders are
described below. The risks, however, have been evaluated and
forecasted as of the disclosure date of the Financial Report.

® Risks related to overseas operations .

The Company deploys production/sales activities with Aricept and
Aciphex/Pariet and other major products in countries including Japan, the U.S.,
Europe and Asia. However, there is no guarantee that we can entirely avoid
such risks as legal restrictions and socio-political uncertainty in development of
global business activities. When we have faced such risks, the originally
expected sales amounts in the said countries can not be achieved.

® Uncertainty of new drug development

Development of a drug candidate substance may be discontinued due to its
effectiveness or safety profile. Even if clinical trials yield favorable results, the
approval may not be accepted because of a change in pharmaceutical
regulations implemented during development of the product. As a result of the
discontinuation of a new drug development due to such reasons as uncertainty,
the expected profits may not be achieved.

® Risks in alliances with other companies

The Company has comprehensive business alliances with other companies
on our main products of Aricept and Aciphex/Pariet. We obtain promotional
assistance from the business partners to cover the entire market and maximize
the product sales in such major countries as the U.S. and Europe. [f partner
relationships are not sustained, our sales may decrease and have an important
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influence on the husiness results. Furthermore, expected profits may not be
achieved because of uncertainties associated with such activities as product
acquisition/licensing.

® Influence by trends in medical expenses control

In Japan, the Jovernment enforces price revisions for ethical drugs in every
two years as part of its efforts to control medical expenses. Efforts for reducing
drug prices are increasing year by year in foreign countries including Europe,
the U.S. and Asia. Such efforts of expénse control are one of the factors that
may lead to a drop in sales.

® Competitions and lawsuits with generic products

Pharmaceutical patents have restrictions of the terms. Frequently, generic
makers launch generic products on the expiration of a patent for the original
drug. Having less cost for development, such generic products are usually
priced lower than the original products and hence those generic products may
have a significant impact on the market share: Additionally, in foreign countries
like the U.S., an application for a generic product is accepted even during the
patent term.  As for our own products, applications for generics of Aciphex and
Aricept have been filed in the U.S. under the Hatch-Waxman Act.  Although we
have filed patent infringement suits against these products, the results may
have a great impact on our business results.

® Risks related ta intellectual properties

In case of dismissal of a patent application, an invalidation trial after
approval for a palent or failure to protéct the obtained patent properly, these
factors can lead to the market entry of competitors earlier than expected, which
may decrease our sales.

® Risks of occurrences of side effects

If a product is found to have any serious side effect, we may take such
measures as suspending product prescription or conducting a product recall.
These actions can lead to an increase in costs of investigation and
communication of the information on the side effects as well as for recalling the
products.
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® Risks regarding regulations

- Because the pharmaceutical business is related to various controls
including pharmaceutical regulations and product fiability, enactment of a law or
changes in the regulations may have a great impact on our business results.
The Company has risks for product recall, cancellation of an approval and
licenses or liability claims in the event where regulatory nonconformity is found
in our product.

® Risks relating to lawsuits

Results of pending or future lawsuits may have a significant effect on our
business results. Currently, the Company is in litigation concerning price and
sales promotion of bulk synthetic Vitamin E products.

® Plant closure/shutdown

The Company may close or shutdown its plants due to technical problems,
raw material shortage, fire, earthquakes and other natural disasters. In such
cases, the provision of products may become difficult, which may lead to a
significant influence on our business results.

® Risks concerning the safety of raw materials

If there is any concern over the safety of raw materials, the Company may
take actions such as changing the materials, conducting a recall or suspending
sales, which may have a great influence on our business results.

® Risks associated with outsourcing
The Company is outsourcing part of its operations such as research and

_production to other companies. When provision of the commissioned business

from outside companies is disturbed due to a shutdown of any of the
subcontractors for some reason, there may be an influence on our business
results. '

® Environmental risks
In case a serious environmental pollution event is reported in any of our

 own business offices, the Company may be subject to follow closure of the

office in question or any other proceedings required by certain regulations.
Furthermore, the costs required for assuming the compensation liability for the
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neighboring region and improving the environment may greatly affect our
business results.

® Risks concerning IT security and information management

Since the Company makes full use of various IT systems for business, our
operations can be disturbed due to such external factors as inefficient systems
and computer viruses. In addition, the Company may have risks of technical
accidents that involve personal information leakage out of the Company, which
may incur a considerable damage on the Company's social reputation and
business results.

® Risks related to credit situation and currency movement

As the Company holds marketable stocks, unfavorable events such as loss
on sales and decreased evaluation of the shares may occur due to the general
unfavorable condition of the stock market. In addition, an increase in
retirement benefits due to changes in interest rate may have an influence on our
business results. Furthermore, foreign exchange fluctuation has an effect in
converting the sales of consolidated subsidiaries which account for half of the
consolidated net sales. Foreign exchangje fluctuation also makes an impact on
the business results in export and import transactions.
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associated company accounted for by‘ the Equity Method. The diagram below shows the principal operations and flows

within the Group.

[Japan]
<Pharmaceuticals Segment:

* Sanko Junyaku Co., Lid.
{Diagnostics Prod./Sales)

[Overseas]
<Pharmaceuticals Segment>

North America

* Eisai Corporation of North America
{U.S. Regional Headquarters/Holding Company)

Products Bulk
* Sannova Co., Ltd. * Eisai Inc. {Pharma Prod./Sales)
{Pharma Prod./Sales)
Products * Eisai Research Institute of Boston Inc.
* Elmed Eisai Co., Ltd. Research {Basic Research)
(Pharma Sales) .
Research * Eisai Medical Research Inc.(Clinical Research)
* KAN Research Institute, Inc. Research *Qther --- 1
{Basic Research) {Total 5 companies)
* Eisai R&D Management Co., Ltd E Management  Europe
(Management/Operation for Management & Operation, et
Pharma R&D) & Operation, stc| | * Eisai Europe Lid.
(European Regional Headquarters/Holding Company)
* Paima Bee'z Research Institute S Research
Co., Lid Research * Eisai Lid.
{Diagnostics Prod. Research) A {Pharma Sales/Clinical Development) Products
* Eisai GmbH (Pharma Sales)
+ Other — 1 i
{Total 7 companies) * Eisai 5.A.S. (Pharma Prod./Sales
Bulk
Cc * Eisai B.V. (Pharma Prod./Sales)
<Other Segments> Research
* Eisai London Research Lahoratories, Ltd.
* Eisai Food & Chemicals Co., Ltd. 0 {Research)
{Food Additives and Chemicals Sales) Products *Other --- 6
(Total 12 companies)
* Eisai Distribution Co., Ltd. L
(Distribution) Distribution Asia and Others
Service T * P.T. Eisai Indonesia (Pharma Prod./Sales)
* Sunplanet Co., Ltd. Products/ * Eisai {Thailand) Marketing Co., Ltd.
(Other Services) Other D Bulk {Pharma Prod./Sales)
Services * Eisai Taiwan Inc. {Pharma Prod./Sales)
* Clinical Supply Co., Lid. * Eisai China Inc. {Pharma Prod./Sales)
{Medical Devices Prod./Sales}
* Eisai Korea Inc. {Pharma Sales)
* Eisai Seikaken Co., Ltd. .
{Agro-chemical Prod./Sales) * Other - 9
(Total 14 companies}
* Eisai Machinery Co., Lid.
(Pharma Machinery Prod./Sales) <Other Segments>
(Total 6 companies) North America
Products * Eisai Machinery U.S.A., Inc.
(Pharma Production Machinery Sales)
(Total 1 company)
Symbo! Explanations: Europe
~4—— Shows sales flow
*: Consolidated subsidiary (45 companies) Products * Eisai Machinery GmbH

1 : Associated company accounted for by the
equity method {1 company)
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Affiliated Companies

{Consolidated Subsidiaries)

{As of March 31, 2007)

Company Name Location Common Stock | Voting Rights| If)escription of Operations Retationship/Qperations Note
- Diagnostic product A .
Sanko Junyaku Co., L1d.  |Tokyo ¥5,262| milion 50.89% production/sales 3.4
Sannova Co., Ltd. Gunma Pref. wo26|milion | 70.97%| " armaceutical (E) Pharmaceutical product "
production/sales purchase
Elmed Eisai Co., Lid. Tokyo ¥450| million 100.00%| Pharmaceutical sales -
Eisai Food & Chemicals Tokyo ¥101 | million 100.00% Foqd agditives/chemicals  |(E} Food additives/chemicals
Co., Ltd. sales sales
) . - Pharma machinery
Eisal Machinery Co., Ltd. |Tokyo ¥100]milion 100.00% pro'du ction/sales (E) Materlal purchase
::c‘“ Research Institute, |, 00 Pret. w70|mition | 100.00%|Basic research (E) Basic research
Eisai Distribution Co., Ltd. |Kanagawa Pref. veo|mition | 100.00%{Pharmaceutical distribution | ) Pharmacetical product
Eisai RAD Managemeni . Management of drug ’ . -
Co., Lid. Tokyo ¥10|million 100.00% development/research (E) Management 5
Administrative/catering/printi] {E) Purchase of admin./catering/]
Sunplanet Co., Lid. Tokyo ¥455 |million 84.95%]ng service, real estate printing service, management of
managemeant {E) real estate
Clnical Supply Go., Lid. | Gitu Pref. v0|milion |  84.g0%|Medical devices -
! ' ! production/sales
Palma Bee'Z Research - 75.44%] . . . " .
nstitute Co., Lid. Tokyo ¥50|million (25.44%) Diagnostic product research |(E) Diagnostic product research | *2
N . Agro-cherical )
Eisai Seikaken Co., Lid. Tokyo ¥50 | milion 70,00%! production/sales
Unit=thousand .
Eisal Corporation of North U.S! regional headquarters / } .
America New Jersey, USA 257,100 |USS 100.00% holding company L)
. 100.00%{Pharmaceutical
Eisal Inc. New Jersey, USA 151,600 |USS (100,00%| productiorysates (E) Bulk drug substance sales | *2,49
Eisai Research Institute of 100.00%Basic research/chemical (E) Basic research/process
Boston Inc. Massachusetis, L SA | 115,300 |USS 1100.00%) proéess research research for clinical trial supply 2.4
- " 100.00%| Pharmaceutical clinical {E) Pharmaceutical clinical -
,Eusal Medical Research Inc.|New Jersey, USA 1,000 |USS {100.00% ) research research 2
e . 100.00%]{ Pharmaceutical machinery -
IEusaJ Machinery U.S.A. Inc. |New Jersey, USA 1,000 |USS (100.00%)]sales 2
MAB Acquisition 100.00%| '
Comporation Delaware, USA ojuss {100,00%) Pha{maceuﬁcal *2,510
European regional (E) Managament ot
Eisai Europe Ltd. London, UK 100,561 |UKE 100.00%| headquarters / hokding pharmaceutical buslness in *4
company Europe
. 100.00%| Pharmaceutical sales/clinical|(E) Pharmaceutical clinical
Eisai Ltd. London, UK 15,548 |UKE (100.00%)|research research *2
Eisai London Research 100.00%] ,__. - . .
Laboratories Ltd. London, UK 12,000 |UKE (100.00%) Basui: research ({E) Basic research 2
Eisal Manutacturing Lid.  |Hartfordshire, UK 2,000 |UKE “10%0"}?:; Pharmaceutical - 2,5
_— 100.00% ; . .
Eisai GmbH Frankfurt, FRG 7,669 |[EUR 1100.00%] Pharmaceutical sales {E) Pharmaceutical sales
. ) ; 100.00%| Pharnaceutical machinery
Eisai Machinery GmbH Cologne, FRG 1,278 (EUR {100.00%)|prodiiction/sales -
. . 100.00%| Pharmaceutical
Eisai 5.A.5. Paris, France 19,500 |[EUR {100.00%)| production/sales - 2
. 100.00%|Pharmaceutical
_“Eusai B.V. Amsterdam, Neth, 540 |EUR (100.00%)| production/sales {E}) Bulk drug subslance sales 2
_ . 100.00%|Pharmaceutical sales
Etsal Farmaceutica S.A. Madrid, Spain 4,000 |EUR {100.00%) prom'r.) tion - 2
o " 100.00% . .

Eisai S.1.1, Milan, ltaty 3,500 |EUA {100.00%) Pharr-nacemlcal sales - 2
o ) , 100,00% 1 ) .
Eisai Pharma AG Zurich, Switzerlanc 3,000 |CHF Pharmaceutical sales - 2

{100.00%)!
Eisai AB Stockholm, Swede 10,000 |SKr 100.00% Pharrfnaceutical sales . *2
" ' {100.00%)|"
EF-Eisai Farmacdutica, . 100.00%; :
Unipessoal Lda. Lisbon, Portugal 4,000 |EUR {100.00%) Pham;lal:eutlcal *2,5
- . . Pharrhaceutical .
P.T. Eisai Indonesia Jakarta, Indonesia 5,000 |USS 100.00% production/sales ({E) Pharmaceutical sales
Eisai Asia Regional . Pharmaceutical sales {Asia
Services Pte. Ltd. Singapore 26,400 |S§ 100.00% holding company)
Eisai (Singapore) Pte.Ltd, |Singapore 300 S$ (11)%06?:; Pharmaceutical sales (E} Pharmaceutical sales *2,5
Elsai Clinical Research . 100.00%, i . "
Singapore Pte. Ltd. Singapore 10 |58 {100.00%) Pharmaceutical 2,5
Eisal (Malaysia) Sdn, Bhd, |Petal. Jaya, Malaysia 470 [M$ 1(050_',?:; Pharrrlaaceutical sales {E) Pharmaceutical sales *2
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Eisai (Thailand) Marketing . 48.90%| Pharmaceutical .
| sal *
Co., Ltd. Bangkok, Thailand 11,000| Baht (49.90%)| production/sales {E) Pharmaceutical sales 2,8
Eisai Taiwan Inc. Taipel, Taiwan 270,000] NT$ |  100.00%|"narmaceutical (E} Pharmaceutical sales
production/sales
Eisai China In¢. Suzhou, China 319,205{ RMB 100'00?(’ Pharmaceutical production/ {E) Bulk drug substance sales *2
(100.00%)|sales
L ) 100.00% ) . .
Eisai {(Hong Kong) Co., Lid. |Hong Kong, China 500} HK$ (10.00%) Pharmaceutical sales (E) Pharmaceutical sales 2
. k-]
Eisai Korea Inc. Seoul, Korea 3,512,000 Won 100.00%| Pharmaceutical sales -
HI-Eisai Pharmaceutical Inc. |Manila, Philippines 45,000 Peso ;510'405‘::; ::Z;’"aceu“ca' production/ | ey pparmaceutical sales 2.8
Eisai Pharmaceuticals India . 100.00%!} Pharmaceutical production/ |{E) Food additives/chemicals .
Pro. Ltd. Maharashtra, India 100,000 Rupee (3.00%sales sales 2
Eisai Pharmatechnology & |Andhra Pradesh, 100.00% . N
Manufacturing Pte. Ltd. India 4,000| Rupee 2.00%) Pharmaceutical - 2,5
Eisai Australia Pty. Ltd Sydney, Australia 1,000] A$ 100.00%|{ Pharmaceutical -
{Associated Companies Accounted for by Equity Method) {(As of March 31, 2007)
Company Name Locatien (S:;" Thztgz::) Voting Rights| Description of Operations Relationship/Operations Note
- Contrast media import/ .
Bracco-Eisai Co., Ltd. Tokyo 340,000 Yen 49.00% oroduction/sales {E) Contrast media purchase

Notes: *1. Description of Operations' column lists by type of operation segment.
*2_ Voting rights {%) ownership: Figures in parenthesis represent percentage indirectly owned by the Parent Company.
*3. Sanko Junyaku is a listed company on JASDAQ. Eisai and Sanko Junyaku agreed that Eisai would make Sankojunyaku its wholly-owned
subsidiary through a share exchange on April 26, 2007. The transaction will be in effect as of October 1, 2007.
*4, Specially designated subsidiary according to the stock exchange law.
*5. Newly established and consolidated subsidiary.

6. Eisai Pharma-Chem Europe Lid. and Eisai U.5.A. Inc. completed liquidation in June 2006 and in November 2006 respectively.
7. Eisai-Novartis Verwaltungs GmbH was merged into a consolidated subsidiary Eisai GmbH.
*8.Eisai (Thailand) Marketing Co., Ltd., and Hi-Eisai Pharmaceutical Inc. are considered as consolidated subsidiaries under the *controlling entity®
standard though Eisai's voting rights for these companies are no more than 50%.
*9, Eisai Inc, is the one and only subsidiary whose sales to external customers exceeds 10% of consolidated sales for the period under review.
Principal financial results of Eisai Inc. are as follows;

Sales ¥305,639 mil.
Operaling income ¥27,083 mil.
Ordinary income ¥30,246 mil.
Net income ¥19,287 mil.
Equity ¥74,295 mil,
Total assets ¥186,208 mik

*{E} indicates Eisai Co., Ltd.

*10. Eisai established MAB Acquisition Corporation (MAC) in the U.S. in March 2007. MAC merged with Morphatek (U8} in April with Morphotek
being the surviving company.
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3. Management Policy

1} Basic policy of management

The Eisai Group (hereinafter referred to as the “Company”) defines its
mission as “to give: first thought to patients and their families and to increase the
benefits healthcare provides.” Consistent with this corporate philosophy, all
Eisai Group members aspire to conS|stently exemplify a “human health care
(hhc) company,” which is capable of maklng a meaningful contribution under
any healthcare system through meeting the various needs of global healthcare.
We codified this basic concept into the bylaws to share it with shareholders.

In order to act on this policy, we are committed to further expand the
trustworthy relationships with our principal stakeholders including patients,
customers, shareholders, and employees and promote compliance while always
observing laws and ethical standards, thereby enhancing corporate value.

2} Management strategies and issues that need to be addressed

The business environment surrounding the pharmaceutical industry has
been increasingly pressured and is set for great change, as represented by the
accelerating healthcare cost-containment measures in Japan, the U.S., Europe
and Asia, the swalling research and development (R&D) expenditures, the
advancement of science and technology, the emergence of new economic blocs,
and the trend of industry reorganization. In addition to having to manage their
core business, companies are facing intensifying public calis for the fulfillment of
social responsibilities to ensure giobal environmental conservation and
sustainability of society.

Because of and within the above context, in April 2006, the Company
launched the “Dramatic Leap Plan”, the 5th Mid-term Strategic Plan ending in
FY 2011. This plan aims to further |mprove efficiency and productivity by
giving the Company the ability to handle any situation arising anywhere flexibly
and thoroughly. To that end, the Company places principle functions that are
part of the pharmaceutical business model in the most appropriate country and
region based on the concept of “value creation at all places by the best people
with the appropriate structure” and implements its business in consideration of
the current situation of each region.

In this initial year of DLP, the Company was abie to mark a good start with
successful financial and business performance. Taking the advantage of
opportunities for future growth, we will continue to strive 1o create “patient value®,
“shareholder value” and “employee value” in order to improve our corporate
value. In addition, we work to fulfill our corporate social responsibilities.

(1) Creation of “pa‘ient value”

It is our belief that cur mission is creating hope through providing high level
of product/services/information with our integrated business strategies. To
achieve this mission, we are committed to the creation of “patient value” from all
aspects of healthcare from prevention, intervention, and innovation of
treatments. We believe that the creation of “patient value” lies in “discovery of
innovative drugs for combating the diseases for which adequate treatments
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have not been discovered and raising quality of life of patients”, “ensuring a
stable supply of quality products” and “provision of information for safe and
proper usage of drugs”.

a) Further concentration in the R&D area

By further advancing the concept of focused R&D activities, the
Company will continuously endeavor to discover pharmaceutical products in
neurology and oncology — areas where adequate treatments have frequently
not been established — that are superior in terms of efficacy, safety and
economy.

In neurology, we aim to discover new therapeutic agents for
neurodegenerative disorders such as Alzheimer’s disease. At the same
time, we will steadily advance research related to epilepsy, Parkinson'’s
disease and other neurological and psychiatric disorders.

As for oncology, we will carry out multifaceted and globally leading-edge
R&D in anticancer treatment in areas with the highest potential for
innovation while enriching our pipeline, including pain relief,
thromboprophylaxis and other supportive therapies which will be essential
for increasing the benefits to patients.

Furthermore, we will aggressively advance strategic product acquisitions
and alliances as well as joint research with out3|de organizations in order to
reinforce each focus area.

b) Expansion of discovery research and clinical research operations

KAN Research Institute (Hyogo Prefecture), a subsidiary of Eisai that
specializes in discovery of innovative drug development technology and
target-oriented pharmaceutical research, started operations in its new
relocated facilities in the Kobe biocluster in October 2006 and works to
further enrich our research activities.

In addition, the research capability of Eisai Research [nstitute of Boston,
together with Tsukuba Research Laboratories (Ibaraki Prefecture) in Japan,
is being enhanced in order to achieve clinical entry of our compounds, with a
completion of a new facility in January 2007. Eisai is also scheduling a plan
for establishing compound optimizationr: research facility within the European
strategic operation base being constructed in Hatfield, United Kingdom, a
pharma cluster to the north of London. Furthermore, in March 2007, the
Company has just completed the acquisition of Morphotek Inc., a U.S. bio
pharmaceutical company that specializes in human antibody technoiogies
which enables the company’s entry to biologics field and will further
strengthen Eisai’s global drug developrnent activities.

As for clinical research, the Company is also promoting the integration of
our global clinical research operations under leadership that unifies all
geographic areas—Japan, the U.S., Europe and Asia, to increase
productivity and efficiency of our clinical research & development activities.
In particular, we are rapidly developing clinical research functions in Asia
including the establishment of clinical research subsidiary in Singapore in
October 2006, as the region is growing global interests.
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c) Enhancement of global R&D management ability

One of the most important tasks in R&D is to advance themes as
planned. In April 20068, the Company established a subsidiary Eisai
Research & Development Management Company (Tokyo) responsible for
the management of R&D in order t0 make optimal decisions on a global
level. Accordingly, the Company strives to produce new drugs smoothly
and within desired timelines by improving the efficiency and the productivity
of the R&D acivities under this system which enables project management
with unified decisions and goals.

d) Ensuring stable supply of high-quality pharmaceutical products

The Company aims to lead the global market in providing a stable supply
of high-quality products, while also achieving cost competitiveness. To
achieve this aim, the Company is promoting a system that enables
production of high-quality pharmaceuticals that meet our original quality
assurance stzndards. Meanwhile, we are expanding our production
functions to prepare prospective launch of our oncology products; a new API
manufacturing facility started operation in the Kashima plant (Ibaraki
Prefecture) in Japan; Eisai Inc. in U.S. broke ground for construction of a
new facility for manufacturing oncology treatments; planned establishment of
new production bases in Europe and India. Through such efforts, the
Company will pursue the enrichment of its “Seamless Value Chain® and
achieve a globally stable supply of high-quality pharmaceutical products.

e) Improvement of information provision

In order to promote the appropriate use of our products, the Company is
dedicated to information provision on safety and efficacy of its
pharmaceutical products through t[mely collection, analysis and evaluation of
the latest product information available. Regarding future products, we are
pursuing -global efforts to develop in-house marketing activities, more
effectively to communicate with healthcare professionals. For this purpose,
we are increasing the number of medical representatives in Japan, the U.S.,
Europe, China and other areas. At the same time, we will construct a
strategic global marketing system and strive to enrich our information
provision activities.

Furthermore, various public educational programs on Alzheimer’s
disease are conducted throughout Japan and globally. These initiatives
include developing online resources for patients/caregivers as well as
supporting activities by Alzheimer's associations and the healthcare
professionals specializing in treating this disease.

(2) Creation of “shareholder value”

The Company is committed to global efforts aimed at creating “patient

value” while pursuing sustained growth and increased value generation and
return to shareholders. In pursuing the above, we shall also engage in a
constant effort to enhance “shareholder value” through increasing transparency
in our business operations through active and fair disclosure of corporate
information.
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a) Sustainable growth through enhancement of the business foundation

Eisai’'s business activities are relying on the key strategic bases located
in each of the worldwide markets including Japan, the U.S., Europe, and
Asia, centralizing the core business functions such as planning, marketing,
legal, business development or human resource at each locations. In
particular, the Company is emphasizing Europe, with a new strategic base -
being constructed in UK., as well as new representative offices in the
countries within the enlarged EU, taking into account further growth of its
leading products such as Aricept for the Alzheimer’s disease treatment, and
Pariet (U.S. brand name: Aciphex), the proton pump inhibitor.

Furthermore, aided in part by the oncology product acquisition as well

as the acquisition of the biopharmaceutical company with an expertise in
biologics field, we are seeking growth through the development of our
oncology business, which will support and allow us to prepare for the launch
of anticancer compounds that are in our pipeline.

The Company plans to invest resources in R&D activities and strategic
alliances in order to strengthen our therapeutic focus areas and achieve
sustainable growth. :

b} Strategic entry into new market

In addition to Japan, the U.S., Europe, the Company is implementing a
plan for strategic market development in India, in hope of utilization of high
standard technology of the country, allowing the increased productivity. The
plan includes establishment of sites for APl research & manufacturing,
clinical research & data management, as well as for discovery research
focusing on neglected diseases. The Company expects to transfer selected
functions of its operations to these sites in the future.

¢) Basic policy on distribution of retained earnings

Eisai operates under committee systems and per the Company’s charter,
exercises agile distribution of retained earnings based on the decisions of
Board of Director’s meeting.

The Company is devoted to providing sustainable and stable dividends
based on the profitability of the consolidated business as we all emphasizing
returns on shareholder equity through the reliance on metrics such as
dividend on equity (DOE). The acquisition of the Company’s own shares is
also conducted flexibly as necessary.

Furthermore, the internal reserve fund shall be allocated to enhance R&D
activities and reinforce business infrastructure in order to increase corporate
value. We aim for an 8% level of DOE as a mid-term target.

d) Highly-transparent management of the Company

Through proactive, fair, and timely disclosure of important information
related to the management of the Company, we will execute
highly-transparent management of the Company, which, in turn, will increase
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corporate value as well as shareholder value. The Company is committed to
making efforts to make systems to improve information disclosure to our
shareholders.

(3) Creation of “employee value”

The Company believes that employees are the only stakeholders that can
solely and directly enhance corporate value. We also seek an environment
where all employees share the corporate vision and are motivated to drive the
realization of that philosophy through daily business activities. To that end, we
consider the key component of our human resource management is to be the
encouragement of employee skill development in order to provide a rewarding
working environment for employees, taking each individual's strengths and will
into account.

a) Employee skill and career development

Eisai provides programs that enable each of its employees to voluntarily
achieve personal growth to encourage innovation. In order to support the
acquisition of knowledge and skills necessary for work, we offer scholarship
programs for business/law schools and other outside short-term training
courses according to the needs of each of the countries in which Eisai
operates. '

Furthermore, we bhave established the Global Human Resource
Management Section, a department dedicated to the global human resource
management strategy. Eisai proactively undertakes efforts to ensure the
global career development of employees—through the construction of a
system for international exchange of personnel as well as making available
leadership trairing tools.

b) Facilitation of the environment for greater employee satisfaction

The Company is committed to facilitate the environment for a greater
satisfaction of its employees. To encourage the employees to pursue the
corporate mission, such environment is based on the two policies, to ensure
equal opportunities for recruitment/promotion/staffing/skill development as
well as to maintain a compensation level that is correlated with the individual
contribution to the value creation of the Company.

To allow individuals to maximize capabilities in their area of responsibility
as well as maintain work life balance, the Company proactively provides
various options for employees with respect to their life needs including
providing chilc care support. Safety Inspections are scheduled and
conducted regularly in order to improve the work environment and ensure
the health and safety of our employees.

in addition, a health insurance program is provided through the Eisai
Health Insurance Union as is a corporate pension program that is funded by
Eisai Co., Ltd. The Group companies also offers benefit packages that are
tailored to employees in each of the countries and regions where we do
business. ‘
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(4) Fulfilment of corporate social responsibilities

The Company regards fulfillment of its corporate social responsibilities as a
high priority for management, in order to secure and maintain the trust of
various stakeholders. Thus, we are dedicated to the enhancement of internal
control systems and compliance, environmental protection and philanthropic

activities.

a) Internal control system

Various programs for internal control are being implemented at Eisai Co.,
Ltd., with a department focused on internal controf under the supervision of
an executive officer in charge of internal control.

On the global level, the global policy and basic guidelines for internal
control have been established which is shared among the Company’s global
headquarters in Japan, the U.S., Europe, and Asia, for development of the
regional policies. An internal control department for promoting specific
programs has also been established at each global headquarters.

The Company also promotes enhancement of the system, so as to
proactively address a wide spectrum of possible risks in its business
activities.

As part of risk management, we are promoting the system for
documentation of financial risks and control in order to secure the credibility
of our financial reports inclusive of overseas subsidiaries while we
continuously make improvement for a sustainable internal control system
and conduct monitoring. Regarding day-to-day risks, the department
dedicated to the promotion of internal control is carrying out Control Self
Assessment (CSA) activities through which every division of the Company
can conduct self-evaluations of its progress in the establishment of the
internal control system.

Furthermore, the Company selects respective executive officers by the
risk related to finance/legal/environmental and natural disasters or any other
incidents that would incur risks to the Company. Each of these executive
officers is responsible for development of the guidelines for management of
the potential loss that would incur significant risks to the Company.

Likewise, the programs for information management are also being
implemented with the executive officer appointed specifically for information
security for the Company and the policy developed for information security
management.

b) Promotion of compliance -

To deal with business compliance issues, the Company has stipulated a
Charter of Business Conduct as well as Business Conduct Guidelines and
requires all officers and employees to rigorously observe compliance in their
daily activities.

Eisai Co., Ltd. has appointed an executive officer (chief compliance
officer) in charge of promoting and supervising compliance. A department
dedicated to the promotion of compliance has also been established. The
Compliance Committee, consisting primarily of outside legal specialists, has
also been established as an advisory organization to the chief compliance




officer.

The compliance programs at the Eisai group companies are conducted
with the compliance officers appointed at each company. A regional meeting
is organized regularly at the Company’s regional headquarters in Japan, the
U.S., Europe and Asia, where the officers in the region meet and discuss the
issues in promoting compliance at each group company.

Furthermore, the Company de\DeIops various tools for promoting
compliance within the Company such as a Compliance Handbook and
“Compliance Card”, a portable card with the contact information for -
compliance consulting. The Compliance Handbook, which lists the
Company’s Compliance Charter as well as the guidelines of conduct, has
been revised periodically and is available in eleven different languages (the
forth edition). In addition, we are providing periodic compliance training
opportunities for all officers and employees as well as online education
program for promoting compliance.

Furthermore, an in-housefindependent compliance consulting service is
available through Eisai Co., Ltd. for the prevention and early resolution of
risks. Meanwhile, an in-house compliance consulting service is available at
the Eisai group companies allowing easier access for the employees in the
group companies.

¢) Environmental protection

To ensure environmental protection, Eisai has introduced environmental
management systems in accordance with 1SO14001 standards at its
principal manufacturing facilities in Japan and continues efforts for upgrading
and strengthening their environment-related controls. Other operating units
and subsidiaries across the world also are striving to establish their own
environmental management systems "so that they can reduce the
environmental burden generated from their operations by means of stricter
control of greenhouse gas emissions, promotion of energy and resource
conservation as well as recycling and waste reduction.

d) Philanthropy

In pursuit of its corporate vision, the Company is making a number of
philanthropic contributions, notably in the healthcare field. Such
contributions include sponsorship of an annual program to award healthcare
professionals who have dedicated their lives to medical or care services
under challenging environments, assistance to encourage natural science
research and knowledge dissemination related to human diseases and their
remedies, promotion of interdisciplinary healthcare study including health
economics, anc development of young researchers. The Company also
supports a number of educational initiatives designed to raise the awareness
of Alzheimer’s disease, programs for elderly patients and caregivers as well
as activities providing relief for victims of natural disasters in many countries.
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3) Basic policy of corporate governance and structure

Eisai group is committed to the sustainable operation of the Company
through realization of the hhc mission, which will contribute to the long-term
enhancement of shareholders’ value. Based on the recognition that corporate
governance is of paramount importance in pursuing this mission, Eisai works on
the improvement of its corporate governance structure and programs to
promote the corporate governance.

Eisai is a company with committees system where the functions of
supervision and operation are clearly independent. The Board of Directors
focuses on management by delegating business decision-making extensively to
officers in accordance with {aws and the bylaws.

In order to oversee the Company’s operations objectively and equitably
from the shareholders’ and stakeholders’ perspectives, the half of the members
of the Board of Directors is selected from the outside directors. In addition, the
role of the Board Chairperson is fully separated from the President & CEOQ,
while the Board of Chairperson is selected from the outside directors. The
President & CEQ is the only post who alone hoids the concurrent post of
director.

The outside directors are selected based on certain standards abide by law
as well as on the criteria ensuring corporate independence which was resolved
by the Company’s Nominating Committee for outside. All members of both the
Nominating Committee and the Compensation Committee are composed of
outside directors. The Audit Committee consists of a majority of outside
directors and the internal directors with a good understanding of the Company’s
operations, with an outside director also takes the responsibility of the chair.

The Company has established Independent Committee of Outside
Directors that is independent of management. This committee proactively
operates the “Policy for Protection of the Company's Corporate Value and
Common Interests of Shareholders”, while occasionally reviews and makes
necessary amendments to the policy.

In the meeting of held after the 94™ Annual Investors Meeting on June 23,
2006, the member of the Independent Committee of Qutside Directors
expressed in favor of the continuous employment of this policy, which was
resolved later in the Board of Directors meeting in July 31, 2006.

Furthermore, in the Independent Cormmittee of QOutside Directors held on
March 29, 2007, this policy was approved again by all members attended the
committee.

Through proactive and timely disclosure of important information related to
the management of the Company, Eisai will execute fair and highly-transparent
management of the Company.

The state of Eisai’s corporate governance is reported to the Tokyo Stock
Exchange and the Osaka Securities Exchange as the “Corporate Governance
Report.” The English version of the report is available at Eisai’s corporate
website: (hitp://www.eisai.co.jp/fecompany/ecgovernance20070515.pdf)
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March 31, 2006 March 31, 2007 Increase/
_ (Decrease}
Note| (MillionsofYen) | (%) | (Millionsof Yen) | (%) (M"\'('::)S of
ASSETS
I. Current assets:
1. Cash and cash in banks 74,163 89,775
2, Notes and accounts receivable-frade *5 148,720 162,172
3. Shor-term investments 120,021 90,27¢
4. Inventories 44,949 52,757
5. Deferred tax assets - 29,272 33,218
8. Other ' 15,806 13,358
7. Allowance for doubtful receivasles - {333) (352)
Total current assets 432,601 57.9 441,210 55.7 8,608
II. Fixed assets:
1. Property, plant and equipment
{1} Buildings and structures 151,030 | ' 161,462
Accumulated depreciation *3 84,315 66,715 87,040 74,421
{2) Machinery, equipment and vehicles 99,573 103,388
Accumulated depreciation *4 74,108 25,464 78,813 24,585
{3) Land 17,052 18,048
{4) Construction in progress 9,300 4,894
(5) Other 41,705 44,372
Accumulated depreciation *4 31,556 10,149 32,480 11,891
Total property, plant and equipment 128,682 17.2 133,842 169 5,159
2. Intangible assets ‘
(1) Sales rights - 45,986
{2) Other - 16,603
Total intangible assels 43,206 5.8 62,589 7.9 19,383
3. Investments and other assets
(1) Investment securities *1 105,452 111,855
(2) Long-term loans receivable 61 16
{3) Deferred tax assels 27,612 32,586
(4) Other *1 -10,393 10,714
{5) Allowance for doubtiul accounts (779) (701)
Total investments and other assets 142,741 19.1 154,471 19.5 11,730
Totlal fixed assets 314,630 421 350,904 44.3 36,273
Total assets 7_'47,231 100.0 792,114 | 100.0 44 882
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March 31, 2006 March 31, 2007 Increase/
(Decrease)
Account Title Note| (Millions of Yen) | (%) | (Milions of Yen) | (%) (Mll\lflg:)s of
LIABILITIES
I. Current liabilities:
1. Notes payable-trade and accounts 24,405 19,268
payable-trade
2. Short-term borrowings 413 236
3. Accounts payable-other 53,171 57,911
4. Accrued expenses 42,602 51,434
5. Income tax payable 23,415 22,049
6. Reserve for sales rebates 27,826 35,066
7. Other reserves 781 628
8. Other 5,538 5,185
Total current liabilities 178,154 | 23.9 191,779 | 24.2 ¥13,625
Il. Long-term liabilities:
1. Deferred tax liabilities 9N 96
2. Liability for retirement benefits 35,577 31,768
3. Retirement allowances for directors 1,317 1,330
4. Other 3,578 4,439
Total long-term liabilities . 40,565 5.4 37636 4.8 (2,928}
Total liabilities 218,719 | 29.3 229,416 | 29.0 10,696
Equity
. Owners' Equity
1. Common stock - 44,985
2. Capital surplus - 55,222
3. Retained earnings - 469,632
4. Treasury stock - {42,219)
Total Owners' Equity - - 527,620 | 66.6 30,300
tl. Net unrealized galn and translation
adjustment:
1. Net unrealized gain on - 19,859
available-for-sale securities
2. Foreign currency translation adjustments - 4,984
Total net unrealized gain and translation _ _ 24844 | 3.1 2,948
adjustments
1. Stock acquisition rights - - 2941 0.0 294
IV. Minority Interests - - 9,938 1.3 642
Total equity - - 562,698 | 71.0 34,186
Total liabilities and Equity - - 792,114 [100.0 44,882
Minority Interests 9,296 | 1.2 — —
Shareholders' equity:
. Common stock *3 44 985 6.0 - -
Il. Capital surplus 55,222 7.4 - -
lll. Retained earnings 429,025 | 57.4 - -
IV. Net unrealized gains and translation 20327 | 2.7 - -
adjustments - -
V. Foreign currency translation adjustments 1,567 0.2 - -
VI. Treasury stock *3 (31,313} (4.2 - -
Total shareholders' equity 519,215 | 69.5 - —
Total liabilities, minority interest and 747231 |100.0 _ _
shareholders’ equity ’ ’

Note: Increasefdecrease in Equity shows the difference with the account title corresponding to prior years',
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April 1, 2005 -

April 1, 2006 - Increase/
March 31, 2006 March 31, 2007 (Decrease)
Account Tilt Note| (Millions of Yen) | (%) | (Millions of Yen} | (%) ‘::'5'::;"
I. Net sales ' 601,252 | 100.0 674,111 [100.0] 72,859
Il. Cost of sales *q 104,508 | 17.4 109,367 | 16.2 4,857

Gross profit on sales 496,743 | B82.6 564,744 | 83.8] 68,001

Provision for sales returns-net (6} {0.0) (64)| (0.0) (58)

Gross profit 496,749 | 826 564,809 | 83.8] 68,058

MI_ Selling, general and adminisirative
expenses

1. Research and development expenses *4 93,249 (15.5)] 108,296 (16.1)

2. Selling, general and administrative expensqg 307,795 | 401,044 | 66.7] 351,249 | 459,545 | 68.2] 58,500
Operaling income 85,704 | 15.9 105,263 | 15.6 9,558

IV, Non-operating income ‘

1. Interest income 3,352 5,120

2. Dividend income 582 966

3. Foreign exchange gain 586 -

4. Gain on sales of short-term investments 2 -

5. Amortization of goodwill . 56 -

6. Equity in earnings 25 15

7. Other 426 5,031 0.8 515 6,617 1.0 1,585
V Non-operating expenses

1. Interest expenses 79 65

2. Fareign Exchange Loss - 729

3. Sales discount 217 254

4. Depreciation 108 -

5. Other 305 710 0.1 369 1,418 0.2 707

Ordinary income 100,025 | 16.6 110,462 | 16.4] 10,436

VL. Special gain ‘

1. Gain on sales of fixed assels *2 91 213

2. Gain on sales of investment securities - 1,657

3. Reversal of provision for doubtful accounts 106 -

4. Other ' 6 204 01 ao 1,901 0.3 1,686

VIl. Special loss

1. Loss on disposal of fixed assets *3 827 1,147

2. Loss on impairmant of long-lived assets *4 245 201

3. Accelerated depreciation expenses of - 646
property, plant and equif ment

4. Accelerated amortization expenses of *5 2,568 -
inlangible assets

5. Loss on devaluation of inventories 496 -

6. Other 10 4148 | 0.7 34 20290| 03] (2,119)
Income befare income {axes and minority 96,082 | 16.0 110,334 | 16.4] 14,252
interesis )

Income taxes-current 47,141 47,711

Income taxes-deterred (14,907} 32,234 54 (8,513} 39,197 5.8 6,963
Minority interests in incoime 437 0.1 522 | 041 85
Net income 63,410 | 10.5 70,6141 105 7,204
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3) STATEMENTS OF CAPITAL SURPLUS AND RETAINED EARNINGS AND
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Statements of Capital Surplus and Retained Eamings

Account Title

Capital surplus

0. Capital surplus

-1 Netincome

1 Dividends

Retained earnings

at end

V. Retained earnings at end

I. Retained eamnings at beginning

. Increase in retained earnings

lil. Decrease in retained earnings

I. Capital surplus reserve at beginning

2 Loss on disposal of treasury stock

April 1, 2005 — March 31, 2006
{Millions of Yen)

55,222

55,222

387,077

63,410

21,435
27 21,462
429,025

Consolidated Statement of Changes in Equity (April 1, 2006 to March 31, 2007}

{Unit : Millions of Yen)

, . Net unrealized gain and
Owners’ Equity translation adjustments | §
Net % @ e ;
Total |Unrealized| Foreign g g Minority | Equity
Common| Capital | Retained | Treasury| o 2" gainon | currency | L4 & = fnterests) (Total)
stock | surplus | earnings | stock Equity available-{ translation 2
q for-sale ladjustmenis b
securities
Balance at the end of
prior year 44.985| 55,222| 429,025 (31,913){497,320| 20,327 1,567(21,895{ — 9,2961528,512
(March 31,2006)
Changes of items
during the period
Dividends (Note 1) (14,293) (14,293) (1_?5?_3_)
Dividends {Note 2) (15,619) gse19y ] (15,619)f
Net income 70,614 70,614 70,614
Loss on disposal of
Llreasury stock (94) (94} (54)
IAcquisition of treasury
[stock {11,194)((11,194) (11,194)
Disposal of treasury
stock 887 887 887
Changes of other
itemns during the (467) 3,416| 2,948 294 642/ 3,885
period (Net)
Changes of items
during the pericd - —| 40,606 (10,306) 30,300 (487) 3.4186| 2,948 294 642 34,186
(Total)
Balance at the end of
year 44 985| 55,222 469,632| (42,219){527,620| 19,859 4,984|24,844 294| 9,938|562,698
{(March 31, 2007)

Note 1: Approved by the Board of directors’ meeting in May, 2006.
Note 2: Approved by the Board of directors’ meeting in October, 2006.
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il 1, aUda- At 1, aie= 1 '""hATdotf
March 31,2006 l March 31,2007 Decrease
Account Title Note|  (Millions of Yen) {Milions of Yen) (M"\'('z:f of
l. Operating activities:
1. Income before income taxes and minority interests 96,082 110,334
2. Depreciation and amortization 25,041 26,802
3. Loss on impairment of long-lived assels 245 201
4. Amortization of goodwill . (56) -
5. Decrease in allowance for doubtful accounts (g6} (16)
6. Interest and dividend income: (3,935) (6,086}
7. Interest expenses 79 €5
8. Equity in earnings of associ:ted companies (25) (15)
9. (Gain) Loss on sales and dizposal of fixed assets 735 934
10. Retirement benefit costs 5,774 -
11. Gain on sales of securities (6) (1,657)
12. Loss on devaluation of securities 5 12
13. Increase in notes and accounts receivable-trade (3,135) (11,807)
14. Increase in inventories (3.423) (5,481)
15, Increase (Decrease) in trad s payablés 7,349 (6,312)
16. Ingrease in other current liabilities 13,866 10,419
17. Increase (Decrease)} in reserve for sales rebates (3,117) 7,040
18, Decrease in liability for retirament benefits - (3.830)
19. Other {6,473) 3,780
Sub-total 128,910 124,383
20. Interest and dividends received 3,590 5,855
21. Interest paid (45) (101}
22. Income taxes paid (45,402) (48,948)
Net cash provided by operaling activities 87,053 81,188 (5,865)
I, Investing activities:
1. Purchases of short-term investments (98} (215)
2. Proceeds from sales and ma-urities of short-term investiments 2,907 10,220
3. Purchases of property, plant and equipment {22,043} {22,549)
4. Proceeds from sales of property, plant and equipment 350 3n
5. Purchases of infangible asseis {21,784) {6,009)
6. Purchases of investment securities {23,156) (20,150)
7. Proceeds from sales and redemptions of investment securities 16,422 8,259
8. Payment for acquisition of business *2 - (24,279)
9. Net decrease (increase) in time deposits {(exceeding 3 months) 34 (152)
10. Other J 17,862 (635)
Net cash used in investing aclivities {29,513) (55,212) (25,698)
lll. Financing activities:
1. Net decrease in short-term bcrrowings (511) (188)
2. Purchase of treasury stock - (11,060)
3. Dividends paid (21,435) (29,913)
4. Dividends paid to minority shareholders (60) (48)
5. Other 163 589
Net cash used in financing aclivities (21,843) (40,620) (18,776}
v. Foreig.n currency translation adjustments on cash and 5,153 2456 (2,696)
cash equivalents
V. Net increase (decrease) in ¢ash and cash equivalents 40,849 ___(12,188) (53,037)
V1. Cash and cash equivalents at beginning of period ) 142,429 183,278 40,849
Vil. Cash and cash equivalents at end of period ' *q 183,278 171,080 (12,188)
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BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

Aprilt 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

1. Scope of Consolidation:
Consolidated subsidiaries:
Major subsidiaries:

Sanko Junyaku Co., Ltd.
Sannova Co., Ltd.

Eisai Research Institute of Boston Inc.

Eisai Inc.

40 Companies

Eisai Pharma AG, Eisai AB and Eisai Australia Pty. Ltd.
were newly established and consolidated during the
period.

Wei-zai Co., Ltd. was merged with Eisai Taiwan Inc.
{(surviving company) in April 2005.

2. Number of Companies Accounted for by the Equity
Method:
Associated companies: 2 Companies
{Bracco-Eisai Co., Lid., and another company)

3. ltems Related to the Closing Date of Consolidated
Subsidiaries:

The closing date of Eisai China Inc. is December 31. In
preparing the consolidated financial statements, the
financial statements as of December 31 are used for
Eisai China Inc., and necessary adjustments are made
in consolidation for significant transactions occurring
between that date and the closing date.

4. Accounting Policies and Methods:

(1) Measurement and Valuation for Significant Assets
{(a) Securities:

Held-to-maturity Securities:

Stated at amortized cost.(Straight-line method)
Available-for-sale Securities:

Marketable securities:

Stated at fair value at the balance sheet date 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.

1. Scope of Consolidation:
Consolidated subsidiaries:
Major subsidiaries:

Sanko Junyaku Co., Lid.

Sannova Co., Lid.

Eisai Inc.

Eisai Research Institute of Boston Inc.

The following seven companies were newly
established and consolidated during the period

Eisai R & D Management Co., Ltd.

Eisai (Singapore) Pte. Lid,,

Eisai Clinical Research Singapore Pte. Lid.

EF-Eisai Farmaceutica, Unipessoal Lda.

Eisai Manufacturing Lid.

MAB Acquisition Corporation

Eisai Pharmatechnology & Manufacturing Pte. Ltd.

Eisai Pharma-Chem Europe Lid. and Eisai U.S.A.

Inc. have been dissolved during the period.

45 Companies

2. Number of Companies Accounted for by the Equity
Method:
Associated companies: 1 Company
(Bracco-Eisai Co., Lid.,)
Eisai-Novartis Verwaltungs GmbH was merged into
Eisai GmbH, one of the consolidated subsidiaries,
during the period.

3. ltems Related to the Closing Date of Consolidated
Subsidiaries:

The closing date of Eisai China Inc. is December 31. In

preparing the consolidated financial statements, the

interim financia! statements as of March 31 are used

tfor Eisai China Inc.,

However, this adjustment does not have a material

effect on the financial statements.

4. Accounting Policies and Methods:

(1) Measurement and Valuation for Significant Assets
(a} Securities:

Held-to-maturity Securities:

Stated at amortized cost.(Straight-line method)
Available-for-sale Securities:

Marketable securities:

Staled at fair value at the balance sheet date with
unrealized gains and losses, net of applicable taxes,
reported in a separate component of 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.
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April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

(b) Derivatives:
Stated at fair value

(c) Inventories:

Merchandise and finished products, work-in-process
products, raw materials, and s.pplies are stated at
cost substantially determined iy average method for
the Parent Company and the Japanese consolidated
subsidiaries, and at lower-of-cost-or-market method
determined by the first-in first-out method for the
foreign consolidated subsidiaries.

(2) Depreciation of Significant Jepreciable Assets

(a) Property, plant and equipment :

Depreciation of property, plant and equipment of the
Parent Company and its domestic subsidiaries is
computed substantially by the declining-balance
method. Estimated useful lives of the assets are as
follows,

Buildings: 15 to 50 years
Machinery and equipment: 6 to 7 years

In the foreign consolidated subsidiaries, the straight-line
method based on their each local accounting standard
is principally applied.

{b) Intangible assets:

Intangible assets are stated at cost less accumulated
amortization, which is computed by the straight-line
method. Amortization for software utilized internally is
computed by the straight-line method over estimated
useful life in years (mainly five years).

(3) Accounting for Certain Alloviances and Reserves:
(a) Allowance for doubtful accounts:

To prepare for potential losses of trade receivables,
loans receivable and others, allowance for doubtful
receivables/ accounts are orovided at amounts
determined on the bases of the Parent Company’s
past credit loss experience ancl evaluation of potential
losses in receivables outstanding.

(b) Reserve for sales rebates:

Certain consolidated subsidiaries calculate the
reserves, by multiplying an amount of related sales by
an estimated percentage of rebates.

(c) Other reserves:

The Parent Company and its domestic consolidated
subsidiaries account for following reserves.

As their impacts on the balance sheet are immaterial,
they are stated as “Other resenves” collectively.

i} Reserve for sales returns:

(b) Derivatives:
Same as the left

(¢} Inventories:
Same as the left

(2) Depreciation of Significant Depreciable Assets
(a) Property, plant and equipment:
Same as the left

(b) intangible assets:

Intangible assets are stated at cost less accumulated
amortization, which is computed by the straight-line
method.

Sales rights 51010 years -
Software for internal use mainly 5 years

{3) Accounting for Certain Allowances and Reserves:

(a) Allowance for doubtful accounts:
‘ Same as the left

(b) Reserve for sales rebates:

Same as the left

(c) Other reserves:
Same as the left

i) Reserve for sales returns:
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April 1, 2005 - March 31, 2006 .

April 1, 2006 - March 31, 2007

To prepare for possible sales return losses
incurred after the balance sheet date, the reserve
is provided at an amount calculated by multiplying
the amount of trade receivables at the balance
sheet date by the average of return ratio of goods
sold over the previous two fiscal years and the
profit ratio of the period.

i) Reserve for disposal of goods returns:

To prepare for possible losses on disposal of
goods returned after the balance sheet date, the
reserve is provided at an amount calculated by
multiplying the amount of trade receivables trade
at the balance sheet date by the average of returns
ratio of goods sold and the average disposal ratio
of goods returned over the previous two fiscal
years.

(d) Liability for retirement benefits:

To cover retirement benefits to the employees, the
Parent Company and certain consolidated subsidiaries
provide for liability for the retirement benefits at an
amount to be prepared as of the balance sheet date,
which is derived from the projected benefit obligations
and estimated plan assets at the end of the period.
The unrecognized prior service costs of the Parent
Company and certain subsidiaries are being amortized
over five years and recognized as operating expenses
in the statements of income.

The unrecognized actuarial gainfloss of the Parent
Company and certain domestic consolidated
subsidiaries is being amortized over five years by the
straight-line method and recognized as operating
expenses in the statements of income starting from the
following period after the period during which each
gain/loss occurred, respectively.

{e) Retirement allowances for directors:

The Parent Company and certain consolidated
subsidiaries provide a reserve for retirement
allowances for directors in required amounts
calculated based on the bylaw.

{4) Methods for translation of significant assets and
liabilities denominated in foreign currencies:
Monetary receivables and payables denominated in
foreign currencies are translated into Yen at the
current exchange rates at the balance sheet date. The
foreign exchange gains and losses from translation are
recognized in the statements of income. Assets and
liabilities of the foreign consolidated subsidiaries are
translated into Yen at the current rate as of the balance

sheet date, profit and loss accounts thereof are

Same at the left

i) Reserve for disposal of goods returns:
Same at the left

(d) Liability for retirement benefits:
Same at the left

(e} Retirement allowances for directors:
Same as the left

(4) Methods for translation of significant assets and
liabilities denominated in foreign currencies:
Monetary receivables and payables denominated in
foreign currencies are translated into Yen at the
current exchange rates at the balance sheet date. The
foreign exchange gains and losses from translation are
recognized in the statements of income. Assets and
liabilities of the foreign consolidated subsidiaries are
translated into Yen at the current rate as of the balance
sheet date, profit and loss accounts thereof are
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April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

translated into Yen at the average rates of the period
and differences arising from such translation are
included in the minority interests account and the
foreign currency trans!ation adjustments account in the
shareholders’ equity.

(5) Accounting for significant lease transactions:

The Parent Company and the Japanese subsidiaries
accounted for finance lease transactions other than
those under which ownership is transferred to the
lessee in accordance with the accounting treatment of
operating leases. Finance l'eases of the foreign
consolidated subsidiaries are principally capitalized.

(6) Accounting for significant hadges:

(a) Hedge method:

The Parent Company and certain subsidiaries
measured derivatives used for hedging purposes at
fair market value and unrealized gains or losses on
derivatives are deferred until maturity of the hedged
transactions. If the forward cor tracts qualify for hedge
accounting, trade receivables aind payables
denominated in foreign currencies are translated into
the contracted rates.

(b} Hedging instruments and hadged items:
() Hedging instruments:
Foreign currency forward contracts
(i)} Hedged items:
Trade receivables and payables including
committed transactions Jenominated in foreign
currencies

(c) Hedging policy:

The Parent Company and certain subsidiaries use
hedged transactions, in the ordinary course of
business, to reduce the exposure to fluctuations in
foreign currency exchange rates. Hedged transactions
used by the companies have bezen made in
accordance with internal policy.

(d) Method for assessment of efiectiveness of hedging:

As for the Parent Company end certain subsidiaries,
foreign currency forward coniracts assigned to the
associated receivables and payables have the same
terms and denominations as the comresponding
receivables and payables and the contract amounts will
not exceed those of the coresponding assets and
liabilities. As a resuflt, high comrelation and effectiveness
between the hedging instruments and the hedged items
are maintained against fluctuations in foreign exchange
rate so that assessment of effectiveness is not performed

translated into Yen at the average rates of the period
and differences arising from such translation are
included in the minority interests account and the
foreign currency translation adjustments account in the

equity.

{5) Accounting for significant lease transactions:
Same as the left

|
(6) Accourtting for significant hedges:
(a) Hedge method:

Same as the left

(b) Hedging instruments and hedged items:
Same as the left

(c) Hedging policy:
Same as the left

(d) Method for assessment of effectiveness of hedging:
Same as the left
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April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

(7} Other basis of presenting consolidated financial
statements:

Accounting for consumption tax:

Consumption taxes and local consumption taxes are

excluded from revenues and expenses.

5. Valuation of Assets and Liabilities of Subsidiaries:
The assets and liabilities of the subsidiaries are valued
using the full mark-to-market method.

6.

7. Amortization of Consolidated Adjustment Account:
Consolidated adjustment account is amortized on a
straight-line basis over five years.

8. Treatment for Appropriations of Retained Earnings:
In the statement of capital surplus & retained earnings,
the appropriations of retained earnings of consolidated
companies are determined based on the
appropriations of retained earnings which have been
confirmed within the period.

9. Scope of Cash and Cash Equivalents in the
Consgolidated Statements of Cash Flows:

Cash and cash equivalents in the consolidated
statements of cash flows comprise cash on hand,
demand deposits, and short-term investments that are
readily convertible into cash, that are exposed to
insignificant risk of changes in value, all of which
mature or become due within three months from the
date from acquisition.

{(7) Other basis of presenting consolidated financial
statements:
Accounting for consumption tax:
Same as the left

5. Valuation of Assets and Liabilities of Subsidiaries:
Same as the left

6. Amortization of Goodwill and Negative Goodwill:
Goodwill and negative goodwill are amortized on a
straight-line basis over five years. Goodwill of a part
of overseas subsidiaries is amortized under the
accounting standard in each country.

7.

9. Scope of Cash and Cash Equivalents in the
Consolidated Statements of Cash Flows:
Same as the left

4




ACCOUNTING CHANGIES

April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

(Standard for asset impairmen accounting)

The Accounting Standard for Irpairment of Long-Lived
Assets (Statement of Opinion, Accounting for
tmpairment of Long-Lived Assets [the Business
Accounting Council issued on August 9, 2002]) and
Guidance for Accounting Stanclard for Impairment of
Long-Lived Assets {the Accouriting Standards Board of
Japan Guidance No.6 issued on October 31, 2003) are
applied. The effect of the adoption of these standards
was to decrease the income before income taxes and
minority interests by ¥180 million.

In accordance with the modification of the Regulations
Concerning Consolidated Financial Statements, the
amount of the accumulated impairment losses on land
and intangible assets are directly deducted from the
balances of related fixed assets, while those on other
assets are included in the accumulated depreciation
account. ,

The impacts on profits of business segment are stated
In “5 Segment Information.”

{Presentation of Equity}

On December 9, 2005, the Accounting Standards
Board of Japan (the “ASBJ") published a new
accounting standard and related guidance for
presentation of equity. The new standard (the ASBJ
Statement No.5} and the rélated guidance (the ASBJ
Guidance No.8) are applied.

The shareholders’ equity amounted to 552,464 million
based on the former regulation.

The Equity at the balance sheet date is presented in
accordance with the modification of the Regulations
Concerning Consolidated Financial Statements.

(Standard for stock acquisition rights)

On December 27, 2005, the ASBJ issued "Accounting
Standard for Stock Acquisition Rights and related
guidance. " The new standard and guidance are
applicable to stock options newly granted on and after
May 31, 2006.

Due to the adoption of the new standards, the amount
of operating income, ordinary income and income
before income taxes and minority interests decreased
by 294 million.
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CHANGES IN REPRESENTATION

April 1, 2005 - March 31, 2006

April 1, 20086 - March 31, 2007

(Consolidated Statements of Income)
1.

As the amount of “Gain on sales of investment
securities,” separately treated and presented in an
independent account title in the previous period,
was ¥4 million in the period, accounting for below
10% of total special gain, it was included in “Other
special gain.”

As the amount of “Reversal of provision for
doubtful accounts,” included in “Other special
gain” in the previous period, exceeded 10% of
totai special gain in the period, it was separately
treated and presented in an independent account
title. The reported amount as “Reversal of
provision for doubtful accounts” in the previous
period was ¥7 million.

(Consolidated Balance Sheet)

1. As the amount of “Sales rights” included in the
intangible assets in the previous period exceeded
5% of total assets, it was separately treated and
presented in an independent account title. The
reported amount as “Sales rights” was ¥28,652
million in the previous period.

(Consclidated Statements of Income)

1. As the amount of “Depreciation” in the
non-operating expenses, separately treated and
presented ina separate account in the previous
period, was ¥81 million in the current period,
accounting for less than or equal to 10% of total
non-operating expenses, it was included in “Other
non-operating expenses.”

2. As the amount of “Gain on sales of investment
securities,” included in “Other special gain” in the
special gain in the previous period, exceeded 10%
of total special gain, it was separately tfreated and
presented in an independent account title. The
reported amount as “Other special gain” was ¥4
million in the current period.

3. As the amount of “Reversal of provision for
doubtful accounts”, separately treated and
presented in a separate account in the previous
period, was ¥26 million in the current period,
accounting for less than or equal to 10% of total
special gain, it was included in “Other special
gain.”

(Consolidated Statements of Cash Flows)

Although the cash flows related to retirement benefits
were included in “Retirement benefit costs” and
“Others” in the component of operating cash flows in
the previous period, they are represented as Increase

(Decrease) in liability for retirement benefits in the

current period.

The amount of “Increase in liability for retirement
benefits” in the operating cash flows in the previous
period was 3,038 million.
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NOTES TO CONSOLIDATED BALANCE SHEET

March 31, 2006

March 31, 2007

*1. Notes related to subsidiaries and associated
companies: _
Account titles and amounts of investments in
associated companies:

Investment securities {stoiks) ¥353 mil.
Other assets in investments and other assets

¥1 mil.
*2. Contingent liabilities:
The Parent Company cosigns following debts:
Warrantee ltem Yen
(mil.)
Employees | Housing
119
loans
*3. Outstanding stock:
: Common stock 296,566,949 shares

Treasury stock:
Commaon Stock 10,692,033 shares
*4. Accumulated depreciation includes accumulated

loss on impairment of long-lived assets.

*5.

*q,

*4,

Notes related to subsidiaries and associated
companies:

Account titles and amounts of investments in
associated companies:

Investment securities (stocks) ¥367 mil.

. Contingent liabilities:

The Parent Company cosigns following debts:

Warrantee ltem Yen

(mil.)

Employees | Housing 10
loans .

Same as the left

*5. The notes at maturity are regarded as settled on the

clearance date.

Since the balance sheet date was a bank holiday,
the notes at maturity on the balance sheet date was
included into the balance of the related account as
follows,

Notes receivable-trade ¥224 mil.
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NOTES TO THE CONSOLIDATED STATEMENTS OF INCOME

April 1, 2005 - March 31, 2006

April 1, 2006.- March 31, 2007

*1. Total research and development expenses

included in general and administrative expenses
and manufacturing costs for the period:
General and administrative expenses ¥93,249 mit,

Manufacturing costs ¥- mil.
*2. The main content of gain on sales of fixed assets is

as follows:

Land ¥64 mil.

. The main contents of loss on disposal of fixed
assets are as follows:

Buildings and structures ¥435 mil.
Machinery, equipment and vehicle ¥210 mil.
Others (Tools, furniture and fixtures) ¥110 mil.

*4. Loss on impairment of long-lived assets

The consolidated group classifies its business
property to be held and used for business
operations into asset groups on the basis of
business segments whose profitability the
consolidated group is consistently monitoring. In
addition, lease assets, idle assets and sales rights
are grouped individually. For the period, the
consolidated group booked an impairment loss on
the following asset groups:

*1.

*2.

*3.

*4,

Total research and development expenses
included in general and administrative expenses
and manufacturing costs for the period:

General and administrative expenses¥108,296 mil.
Manufacturing costs ¥- mil.

The main content of gain on sales of fixed assets is
as follows:

Land ¥199 mil.

The main contents of loss on disposal of fixed
assets are as follows:

Buildings and structures ¥470 mil.
Machinery, equipment and vehicle ¥138 mil.

Property, plant and equipment Other (Tools,
furniture and fixtures) ¥148 mil.
Intangible assets Other (Software) ¥352 mil.

Loss on impairment of long-lived assets

The consolidated group classifies its business
property to be held and used for business
operations into asset groups on the basis of
business segments whose profitability the
consolidated group is consistently monitoring. In
addition, leased assets, idle assets and sales rights
are grouped individually. For the period, the
consolidated group booked an impairment loss on
the following asset groups:

Function Asset Type Status Function | Asset Type Status
Business Machinery, Toshima-ku Business | Intangible Toshima-ku,
properties Equipment and | Tokyo properties | assets Tokyo
vehidles, (Other), etc. France
Intangible Leased Propenty, plant | Chiyoda-ku,
assets assets and equipment | Tokyo
(Software), and (Other)
other idle Investments Echizen-machi
Leased Property, plant | Chiyoda-ku assets and other Fukui and others
assets and equipment | Tokyo assets (Other),
(Other) etc.
Idie assets Land Kamiishizu-cho
(Ogaki-shi) Machinery, Misato-machi
Gifu and other Equipment and | Saitama
vehicles Kakamigahara-shi
Gifu

As the business properties and the lease assets
decreased in profitability and the future cash flow
was less than the carrying amount, a toss on
impairment of long-lived assets has been
recognized by write-down of their carrying amount
to a recoverable amount.

As the idle assets significantly decreased in market

As'the business properties and the lease assets
decreased in profitability and the future cash flow
was less than the carrying amount, a loss on
impairment of long-lived assets has been
recognized by write-down of their carrying amount
to a recoverable amount.

As the ldle assets significantly decreased in market

45




value, a loss on impairment has been recognized | value, a loss on impairment has been recognized

by write-down of the book value to a recoverable
amount as well.

The total loss on impairment of long-lived assets for
the period amounted to ¥ 245 million, The contents
of impairment are software of ¥ 85 millions, land of
¥ 64 millions and others.

The recoverable amount of asset groups is
measured by value in use (discount rate: 5.0%) or
net realizable value. Net realizable value is based
on reasonable estimates, either real estate
appraised value by a thircl-party or the assessed
value of property for tax purposes.

*5. Accelerated amortization expenses of intangible
assets were incurred due to change in amortization
period of the sales rights of the anti-epileptic drug
selling in the United States.

*5.

by write-down of the book value to a recoverable
amount as well.

The total loss on impairment of long-lived assets
for the period amounted to ¥201 million. The
contents of impairment are Intangible assets
(Other intangible assets) of ¥101 million,
Investments and other assets of ¥42 million and
Machinery, Equipment and vehicles of ¥36 millions.
The recoverable amount of asset groups is
measured by value in use (discount rate: 5~8%)
or net realizable value. Net realizable value is
based on reasonable estimates, either real estate
appraised value by a third-party or the assessed
value of property for tax purposes.

46




NOTES TO THE STATEMENTS OF CHANGES IN EQUITY

Aprit 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

1. Types and numbers of stocks issued and treasury

stock
{thousand of stocks

Stocks issued Treasury stock
Type of stock | Common stock | Common stock
Number of
stocks at the
end of the 296,566 10,692
previous
period
Increase - 2,023
Decrease - 277
Number of
stocks at the 296,566 12,437
end of the
period

{(Note 1) The increase of the treasury stock {common
stock) is composed of the purchase of 2,000 thousand
treasury stock, which was resolved by the Board of
Directors held on July 31, 2006, and the purchase of 23
thousand of fractional shares.

{Note 2) The decrease of the treasury stock was
caused by exercises of stock options.

2. Stock acquisition rights and stock acquisition rights
held by an issuing company (Millions of Yen)

Classification | Content of stock | Balance on the
acquisition rights | balance sheet
date
Eisai Co., Stock acquisition
Ltd. rights as a stock 294
option
3. Dividends

(1) Dividends paid during the current period
(a)The followings were resolved by the Board of
Directors held on May 16, 2006.
a) Total amount of the dividends in cash paid
¥14,293 mil.
b) Cash dividends per share
¥50.00
¢) Record date
March 31, 2006
d) Effective date
May 30, 2006
{b) The followings were determined by the Board of
Directors held on October 31, 2006
a) Total amount of the dividends in cash paid
¥15,619 mil.
b) Cash dividends per share
¥55.00
¢} Record date
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September 30, 2006
d) Effective date
November 22, 2006
(2) Dividends to be paid after the balance sheet date,
but the record date for the payment of dividends
belongs to the period.
The following have been determined in the Board of
Directors meeting in May 15, 2007.

Total amount of the dividends in cash paid
¥18,468 mil.
Resource of the dividends to be paid
Retained earnings
Cash dividends per share

a)
b)

c)
¥65.00
d) Record date
March 31, 2007
Effective date

May 28, 2007

NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS

April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

*1. Reconciliation between the amount of cash and
cash equivalents and that ¢i the related accounts
shown in the consolidated balance sheet at the
balance sheet date.

Cash and cash in banks ¥74,163 mil.
Short-term investments ¥120,021 mil.
Other current assets ¥15,806 mil.
Total ¥209,992 mil,

*1. Reconciliation between the amount of cash and
cash equivalents and that of the related accounts
shown in the consolidated balance sheet at the
balance sheet date.

Cash and cash in banks ¥89,775 mil.
Short-term investments ¥90,279 mil.
Total ¥180,054 mil.

Time deposits whose maturities exceed three months
(1,706 mil.)

Bonds whose maturities exceec three months

{(¥10,200 mil.)
Other current assets other than cash and cash
equivalents

{(¥14,806 mil.)
Cash and cash equivalents

¥183,278 mil.

*2.

Time deposits whose maturities exceed three months

(*2,133 mil.)
Bonds whose maturities exceed three months
(¥6,830 mil.)
Cash and cash equivalents
' ¥171,090 mil

*2. Principal items of assets and liabilities which were
increased or decreased by the acquisition of business
are indicated in “13) Business Combinations, 5) Assets
received and liabilities assumed on the date of
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5) Segment Information

1. Business Segment information

(1) For the fiscal year ended March 31, 2006 (Millions of Yen)
Eliminations
Pharma- | 0 r Total and Consolidated
ceuticals C
orporate
I. Net sales and operating
income/loss
(1) Sales to external customers 579,812 21,440 601,252 - 601,252
(2) Intersegment sales 186| 17,458 17,645|  (17,645) -
Total sales 579,998 38,899 618,897 (17,645) 601,252
Operating expenses 481,621 36,5633|  518,155| (12,607) 505,547
Operating income 98,376 2,365 100,742 {5,037) 95,704
Il. Assets, depreciation and
amortization, loss on impairment of
long-lived assets and capital
expenditures
-Assets 556,474 26,178 582,653 164,578 747,231
-Depreciation and amortization 24,140 636 24,776 265 25,041
-Loss on impairment of
long-lived assets 205 39 245 - 245
-Capital expenditures 35,900 598 36,498 525 37,024
(2) For the fiscal year ended March 31, 2007 {Millions of Yen)
Eliminations
E:SEE;?S' Others Total and |Consolidated
Corporate
I. Net sales and operating
income/loss
(1) Sales to external customers 652,936 21,175 674,111 - 674,111
(2) Intersegment sales 230 21,198 21,428]  (21,428) -
Total sales 653,167 42,373 695,540 (21,428)] . 674,111
Operating expenses 545,107 40,662 585,770 (16,922) 568,848
Operating income 108,059 1,710 109,769 ~(4,506) 105,263
Il. Assets, depreciation and
amortization, loss on impairment of
long-lived assets and capital
expenditures
-Assets 656,788 31,814 688,602 103,511 792,114
-Depreciation and amortization 25,715 802 26,518 283 26,802
-Loss on impairment of
long-lived assets 150 - 150 51 201
-Capital expenditures 50,960 868 51,828 171 52,000

Notes:

(1) The Company classifies consolidated operations into two segments: Pharmaceuticals including prescription
pharmaceuticals and “Other,” which encompasses all operations other than pharmaceuticals.

2} Major products in each segment are as follows:

Business segment

Major products

Pharmaceuticals Prescription pharmaceuticals; Consumer health care
products; Diagnostic pharmaceuticals, efc.
Other Food additives; Chemicals; Machinery; Cthers

(3) Operating expenses, which are not allocated to each segment and are included in eliminations and corporate,
consist mainly of administrative expenses incurred at headquarters.

49




For the year ended March 31, 2006: ¥5,052 million
For the year ended March 31, 2007: ¥4,525 million

{4) Corporate assets included in eliminations and corporate consist mainly of surplus operating capital {cash and cash in
bank and marketable securities), long-term investments (investment securities} and administrative capital.

For the year ended Maich 31, 2006: ¥168,474 million

For the year ended March 31, 2007: ¥109,487 million
{5) Accelerated expenses of property, plant and equipment is not included in depreciation.

2. Geographical Segment Information

(1) For the fiscal year ended March 31, 2006 | (Millions of Yen)
Asia Eliminations .
Japan Az%rrtir;a Europe and Total and ngtsetz;l-
Others Corporate
I. Net sales and operating
income/loss
(1) Sales to external 285,058 253,075 45,504 17,613| 601,252 - 601,252
customers
(2) Intersegment sales 74,322 30,574 10,377 3| 1152771 (115,277) -
Total sales 359,380] 283,649 55,882 17,617] 716,530 (115,277)f 601,252
Operating expenses 285,217| 261,162 51,246 14,834 612,460] (106,913) 505,547
Operating income 74,163 22,487 4,635 2,782 104,089 (8,364) 95,704
Il. Assets 431,473] 168,490 39,927 18,494] 658,385 88,845 747,231
(2) For the fiscal year ended March 31, 2007 (Miliions of Yen)
Asia : Eliminations .
Japan A:w%rrtir::a Europe and Total and Cg:t:j“'
‘ QOthers Corporate
I. Net sales and operating
incomefloss
{1) Sales to external 292,222 303,411 54,774 23,703 674,111 - 674,111
customers
(2) Intersegment sales 86,303 36,896 18,302 101 141,513[ (141,513) -
Total sales 378,526 340,307 73,077 23,714 815,625| (141,513) 674,111
Operating expenses 305,723] 311,545 69,017 19,693} 705,980 (137,131)] 568,848
Operating income 72,802 28,761 4,059 4,021 109,644 {4,381) 105,263
Il. _Assets 489,912] 221,123 57,427 23,516| 791,979 134 792,114
Notes:

(1) Segmentation by country or r2gion is based on geographical proximity.

(2) Major areas and countries included in each category:
-North America: The United States and Canada
-Europe: The United Kingdom, France, Germany, etc.
-Asia and Others: East Asia, South-East Asia, Latin America, etc.

(3) Intersegment sales in Japan orincipally represents product sales from the Parent Company to overseas subsidiaries.
Intersegment sales in North America, Europe, and Asia and Qthers are principally sales to the Parent Company from
overseas subsidiaries engaging in research and development. '

{(4) Operating expenses that are not allocated to each segmen't, and are included in eliminations and corporate, consist
mainly of administrative expenses incurred at headquarters,

For the year ended Mar:h 31, 2006: ¥5.052 million
For the year ended Mar:h 31, 2007: ¥4,525 million

{5) Corporate assets included in eliminations and corporate, consist mainly of surplus operating capital {cash and cash
in bank and marketable securities), long-term investments (investment securities) and administrative capital.

For the year ended Mar:h 31, 2006: ¥168,474 million
For the year ended Mar:h 31, 2007: 109,487 million
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3. Overseas Sales

(1) For the period ended March 31, 2006

(Millions of Yen)

North Asia and
America Europe Others Total
1. Overseas sales 262,260 61,717 19,920 343,898
2. Consolidated sales 601,252
3. Share of overseas sales 43.6% | 10.3% | 3.3% 57.2%
(2) For the period ended March 31, 2007 (Millions of Yen)
North Asia and
America Europe Others - Total
1. Overseas sales 312,005 72,218 26,541 410,765
2. Consolidated sales 674,111
3. Share of overseas sales 46.3% | 10.7% | 3.9% 60.9%

Notes:

(1) Segmentation of the areas is based on geographical proximity.
(2) Major areas and countries included in this category:

-North America: The United States and Canada.
-Europe: The United Kingdom, France, Germany, etc.
-Asia and Other: East Asia, South-East Asia, Latin America, etc.

{3) Overseas sales represents the sales reported from the consolidated subsidiaries operating in countries and areas
outside Japan.
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6) LEASE TRANSACTIONS

April 1, 2005 - Merch 31, 2008

April 1, 2006 — March 31, 2007

{Lessee)

1. Finance leases other than those that deem to
transfer ownership of the leased property to the
lessee

(1) Acquisition cost, Accumulated depreciation,

Accumulated loss on impairment of long-lived
assets, Net leased property:
(Millions of Yen)

(Lessee)

1. Finance leases other than those that deem to
transfer ownership of the leased property to the
lessee

(1) Acquisition cost, Accumulated depreciation,

Accumulated loss on impairment of long-lived
assets, Net leased property:
{Millions of Yen)

Acqui- | Accumu- | Accumu- | Net Acqui- | Accumu- | Accumu- | Net
sition | lated lated leased sition | lated lated feased
cost depreci- | loss on property cost depreci- | loss on propenrty
ation impair- ation impair-
ment ment
Machinery Machinery
& 512 35 - 160 & 335 81 - 254
equipment equipment
Cther {Tools, Other (Tools,
tumitwre, and | 3,454 | 1,190 16 2,247 | | tumitre,and | 3,617 1,733 16 1,867
fixtures): fixtures):
Total: 3,966 1,542 16 2,408 Total: 3,952 1,814 16 2,121
(2) Obligation under finance leases: (2) Obligation under finance leases:
Due within one year ¥390 mil. Due within one year ¥1,069 mil.
Due over one year ¥1,460 mil. Due pver one year ¥1,102 mil.
~ Total ¥2,451 mil. Total ¥2,172 mil.
The balance of the impaired portion of leased The balance of the impaired portion of leased
obligation ¥12 mil. obligation ¥7 mil.

(3) Actual lease payments, reversal of impairment
of leased property, depreciation expenses,
interest expense, and losses on impairment of
long-lived assets:

Actual lease payments ¥1,052 mil.
Reversal of the impairment of leased property

¥3 mil.
Depreciation expense ¥994 mil.
Interest expense ¥67 mil.
Loss on impairment of
long-lived assets ¥16 mil.

(4) Depreciation method
Leased assets are depreciated over the lease
term by straight-line method with no salvage
value.

(5) Interest expense of the lezsed assets:
Interest expense of the leaised assets is
allocated every fiscal year by using interest
method based on the differences between the
total lease payment and the acquisition cost of
the asset that are considered to be interest
-bearing.

(3) Actual lease payments, reversal of impairment
of leased property, depreciation expenses,
interest expense, and losses on impairment of
long-lived assets:

i Actual lease payments ¥1,161 mil.
Reversal of the impairment of leased property

¥4 mil.
Depreciation expense ¥1,095 mil.
'Interest expense ¥73 mil.
 Loss on impairment of
long-lived assets ¥- mil.

(4) Depreciation method
‘ Same as the left

(5) Interest expense of the leased assets:
Same as the left
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April 1, 2005 — March 31, 2006

April 1, 2006 — March 31, 2007

2. Minimum lease payments under
non-cancelable operating leases:

Due within one year ¥1,239 mil.
Due over gne year ¥3.149 mil.
Total ¥4,388 mil.

2. Minimum lease paymenis under
non-cancelable operating leases:

Due within one year ¥2,204 mil.
Due over one year ¥13,790 mil.
Total ¥15,994 mil.

Apri} 1, 2005 — March 31, 2006

April 1, 2006 — March 31, 2007

(Lessor)

1. Finance leases other than those under which

ownership is transferred to the lessee:

(1) Acquisition cost, Accumulated depreciation,
Accumulated loss on impairment of long-lived
assets, and Net leased property:

(Millions of Yen

(Lessor)

1. Finance leases other than those under which

ownership is transferred to the lessee:

(1) Acquisition cost, Accumulated depreciation,
Accumulated loss on impairment of long-lived
assets, and Net leased property:

(Millions of Yen)

Acquisit- | Accumulated | Net Acquisit- | Accumulated | Net
ion cost | depreciation | leased ion cost | depreciation | leased
property property

Others Others
(Tools, (Tools,
fumniture, 18 9 9 furniture, 61 25 36
and : and
fixtures) fixtures)
Total: 18 9 9 Total: 61 25 36

(2)Unearned lease income under financial

leases:

Due within one year ¥2 mil.
Due over one year ¥g mil,
Total ¥11 mil.

As the proportion of total balance of unearned
lease income and estimated residual value of
leased property to the balance of notes and
accounts receivable-trade at year end is
immaterial, interest income is included in the
amount of unearned lease income

(3) Actual lease income: ¥0 mil.
Depreciation expense ¥0 mil.

{Loss on impairment of long-lived assets)
None

(2)Unearned lease income under financial

leases:

Due within one year ¥11 mil.
Due gver one year ¥37 mil.
Total ¥48 mil.

As the proportion of total balance of unearned
lease income and estimated residual value of
leased property to the balance of notes and
accounts receivable-trade at year end is
immaterial, interest income is included in the
amount of unearned lease income

{3) Actual lease income: ¥7 mil.
Depreciation expense ¥15-mil.

(Loss on impairment of long-lived assets)
Same as the left
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7) TRANSACTIONS WITH RELATED PARTIES

April 1, 2005 — March 31, 2006

(1) Directors and main individual shareholders

Attribution Director Director Director
Name Haruo Naito Haruo Naito Yuji Naito
Address - - -
Capital and A
investments (¥ mil.) ] )
Business or title Director, Representative | Director, Representative | Director and Honorary
Executive Officer, Executive Officer, Chairman of the Company
P-ésident of the President of the Company| Chairman of The Naito
Company 'Chairman of The Naito Foundation
Representative Director | Foundation
and President of Genox |
Research Inc.
Voting rights (%) Direct 0.0 Direct 0.0 Direct 0.6
Concurrent ) i i
Details post. .
Business !
relationship ] 1 ] i
Description of Lease of the office ‘ Donation Donation
transaction ‘
Transaction amounts '
(¢ mil.) 1 ] 27 63
Account - ‘ - -
Balance at end of year )
& mil) i ‘ )
Notes: ‘

(1) The above transactions are intended for the third parties.

(2) Consumption taxes are not included.
(3) Business conditions and procedure

Cffice rent fee to Geno« Research Inc. has been decided based on a fair market value.
(4) As Yuji Naito who was Direclor and Honorary Chairman of the Company resigned Chairman of The Naito Foundation
on October 11, 2005, Haruo Naito, Director, Representative Executive Officer, President of the Company, succeeded
the position on January 20, 2006. The amounts indicated hereirefer o thosa of his term. Also the voting right of Yuji

Naito is that as of his retirement day.

April 1, 2006 — March 31, 2007

(1) Directors and main individual shareholders

Attribution Director Director
Name Haruo Naito Haruo Naito
Address - -

Capital and investments (¥ mil.)

Business or title

Director, Representative
Executive Officer, President of
the Company (
Representative Director and

President of Genox Research Inc.

Director, Representative
Executive Officer, President of

the Company

Chairman of The Naito Foundation

Voting rights (%) Direct 0.2 Direct 0.2
Details Conpurrent post - -
Business relationship - -
Detail of transaction Lease of the office Donation
Transaction amount (¥ mil.) 1 89

Account item

i

Balance at end of year (¥ mil.)

-

Notes:

(1} The above transactions are intended for the third pariles

(2) Consumption taxes were not included.

{3) Business conditions and pr

ocedure

Office rent fee 1o Genox Research Inc. has been decided based on a fair market value.
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8) INCOME TAXES

April 1, 2005 — March 31, 2006

April 1, 2006 — March 31, 2007

1. Description of main items by which deferred tax
assets and liabilities were calculated.

(1) Current assets:

Deferred tax assets (Millions of Yen}

Entrusted R&D expenses ¥9,134

Reserve for sales rebates 6,454

Unrealized profits on inventories

5,946

Accrued bonuses 3,971

Other 6,357
Sub-total ¥31,865
Less valuation allowance (2.593)
Total deferred tax assets ¥29.272

(2) Non-current assets: (Millions of Yen)

Deferred tax assets

Liability for retirement benefits ¥23,511

Entrusted R&D expenses 9,518

Deferred assets for income

tax purposes 4,788

Depreciation and amortization 4,587

Other 5,033
Sub-total ¥47.439
Less valuation allowance {2.553)
Total deferred tax assets ¥44.885
Deferred tax liabilities

Net unrealized gain on

available-for-sale securities - (*14,184)

Other (3.179)

Total deferred tax liabilities (17.364)

Net deferred tax assets(*) ¥27.520

*Note: Net deferred tax asset is included in the
following accounts in the balance sheet:
(Millions of Yen)
Non-current assets: Deferred tax assets
¥27.612
Non-current liabilities: Deferred tax liabilities
¥91

2. Reconciliation between the effective income tax
rate and the statutory tax rate:

(%)

Statutory tax rate 41.0

{Reconciliation)

1. Description of main items by which deferred tax
assets and liabilities were calculated.

(1) Current assets:

Deferred tax assets (Millions of Yen)

Entrusted R&D expenses ¥12,830
Reserve for sales rebates 6,273
Unrealized profits on inventories
5,872
Accrued bonuses 4,492
Other 6,744
Sub-total ¥36,212
Less valuation allowance (2,989)
Total deferred tax assets —_¥33223
Deferred tax liabilities
Accrued interest (3¢3)
Total Deferred tax liabilities (3)
Net deferred tax assets ¥33,219

(2) Non-current assets: (Millions of Yen)

Deferred tax assets

Liability for retirement benefits ¥22,240

Entrusted R&D expenses 15,003

Depreciation and amortization 5,364

Deferred assets for income

tax purposes 4,624

Other 5,094
Sub-total ¥52.326
Less valuation allowance __ (2,734)
Total deferred tax assets ¥49.592
Deferred tax liabilities

Net unrealized gain on

available-for-sale securities (¥13,854)

Other {3,248)

Total deferred tax assets (17,103)

Net deferred tax assets(*) ¥32,489

* Note: Net deferred tax asset is included in
the following accounts in the balance sheet:
(Millions of Yen)
Non-current assets: Deferred tax assets
¥32,586
Non-current liabilities: Deferred tax liabilities
¥96

2. Reconciliation between the effective income tax
rate and the statutory tax rate:

(%)

Statutory tax rate 41.0

{Reconciliation)
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April 1, 2005 — March 31, 2006

April 1, 2006 — March 31, 2007

Expenses not permanently deductible for
income tax purposes, such as entertainment
expense 1.9
Income not permanently taxable for income

tax purposes, such as dividend income (0.4)

Tax credit for experiment and research

expenses (5.6)
- Difference in statutory iax rate of

subsidiaries (1.4)

Valuation allowance (0.7)

Other (1.3)
Effective income tax rate 33.5%

Expenses not permanently deductible for
income tax purposes, such as entertainment
expense 1.6
Income not permanently taxable for income
tax purposes, such as dividend income (0.2)
Tax credit for experiment and research

expenses {5.1)

Difference in statutory tax rate of

subsidiaries (1.5)

Valuation allowance 0.4

Other 0.7)
Effective income tax rate 35.5%
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9) SECURITIES

(1) MARKET VALUE OF HELD-TO-MATURITY SECURITIES

{Millions of Yen)

Fiscal year ended Mar-31-2006

Fiscal year ended Mar-31-2007

Carrying amounts below fair] Carrying Fair value | Unrealized Carrying Fair value | Unrealized
value amounts gain amounts gain

1. Government and municipal _ _ _ _ _ -

bonds, etc.

2. Corporate bonds 6,203 6,212 9 494 500 5
3. Other 16,196 16,197 0 11,998 12,063 65
Sub-otal 22,400 22,410 10 12,492 12,563 71
Carrying amounts exceeding Carrying Fair vafue Unrealized Carrying Fair vatue Unrealized
fair value amount loss amount loss

1. Government and municipal - - _ _

bonds, etc. 1 1

2. Corporate bonds 27813 27,159 (653) 22,581 22,283 (297)
3. Other 23,796 23,777 {(19) 199 199 ()
Sub-total 51,611 50,838 (673} 22,781 22,483 (297)
TOTAL 74,011 73,348 (662) 35,273 35,046 (226)

(2) MARKET VALUE OF AVAILABLE-FOR-SALE SECURITIES

(Millions of Yen)

Fiscal year ended Mar-31-2006

Fiscal year ended Mar-31-2007

Carrying amounts Acquisition Carrying Unrealized | Acquisition Carrying Unrealized
exceeding acquisition cost Cost amount gain Cost amount gain
1. Stocks 28,820 63,501 34,680 - 38,303 72,591 34,287
2. Bonds _ _ _ _ _ _
Government and municipal B
bonds, etc. - - - - -
3 Otﬁg:p‘"ate bonds 976 988 11 214 227 13
Sub-total 29,797 64,489 34,692 38,517 72,818 34,300
Carrying amounis below Acquisition Carrying Unrealized | Acquisition Carrying Unrealized
acquisition cost Cost amounts loss Cost amounts loss
1. Stocks 0 0 {0} 4916 4,473 (443)
2. Bonds _ _ _ _ _ _
Government and municipal
bonds, etc. B B - - - -
3 %‘t’r'f:r"ate bonds 4,469 4,419 (50) 1,057 1,041 (16)
Sub-total 4,470 4,419 {50) 5,973 5,514 (459)
TOTAL 34,267 68,90 34,641 44,491 78,332 33,840
Notes:

There was no impairment of available-for-sale securities with market value for the period ended March 31, 2007.

(Loss on Impairment for the period ended March 31, 2006 was ¥0 million.)

mpairment of securities is recognized when the market value at end of period becomes less than half of the carrying

amounts at beginning other than the case when the market value is recoverable.

The loss is also recognized when the

decline in value at end is between 30% and 50% of the carrying amount at beginning considering the transition of market

price and the fair value at end.
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(3) OTHER MARKETABLE SECURITIES SOLD DURING THE FISCAL YEAR PERIOD

({Millions of Yen)

April 1, 2005 .- March 31, 2006

April 1, 2006 — March 31, 2007

Sales amount

Gain on sales

Loss on sales

Sales amount Gain on sales

Loss on sales

143

5

0

2,293 1,657

0

(4) HELD-TO-MATURITY SECURITIES AND AVAILABLE-FOR-SALE SECURITIES
OF WHICH FAIR VALUE IS NOT READILY DETERMINABLE

{Millions of Yen)

. Fiscal Year Ended

Fiscal Year Ended
March 31, 2007

Unlisted

1. Held-to-Maturity Securitins

foreign bonds

March 31, 2006

2. Available-for-sale securities

Unlisted stocks, excep: OTC traded stocks 4,031 3,692
MMF, etc. 56,931 75,226
Preferred investment securities 1,000 1,000
Unlisted honds, etc. 20,237 8,243

(5) THE CARRYING AMOUNTS OF AVAILABLE-FOR-SALE AND
HELD-TO- MATURITY SECURITIES AT CONTRACTUAL MATURITIES

{Millions of Yen)

Fiscal Year Ended Mar-31-2006 Fiscal Year Ended Mar-31-2007

Due |Due after | Due after Due |Due after|Due after
within 1 1 year | 5years |Due after| within 1 1 year | 5years |Due after
year or |through 5| through | 10 years | year or |through §| through | 10 years

less years | 10 years less years | 10 years
1. Bonds 42,382 22,527 2,101 7,000 6,591 15,338] 13,292 50

Government and

municipal bonds, etc. - - 1 - - - - -
Corporate honds 9,589| 22,327 2,100 - 6,491 15,239 1,294 50
Others 32,793 199 - 7,000 99 99] 11,998 -
2. Others 510 1,000 - - 238 1,019 - —
Total 42,893 23,528 2,100 7,000 6,830 16,358| 13,282 50
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10) DERIVATIVE FINANCIAL INSTRUMENTS
FOREIGN CURRENCY RELATED DERIVATIVES

{Millions of Yen)

Fiscal year ended Mar-31-2006 Fiscal year ended Mar-31-2007
Contractracte Contract
Amounts Fair Unrealized amounts Fair Unrealized
Over value | gain (loss) Over value [ gain (loss)
1 Year 1 Year
Contract other than
market transaction
Foreign exchange forward
contracts
Sefling: U.S. dollar 12,473 12,430 42 14,469 14,301 168
Seliing: Euro 70 _ 72 M 1,043 1,050 (7
Buying: Yen 270 | 274 4 _ _ -
Total - N | 45 | | 161

Notes:

1. The valuation of fair market values for those contracts was based on foreign exchange forward market quotations.

2. Contracts processed by hedge accounting are not disclosed.
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11) PENSION PLANS AND RETIREMENT BENEFIT COSTS

April 1, 2005 - March 31, 2006 April 1, 2006 — March 31, 2007
1. Qutline of pension plan: 1. Outline of pension plan:
The Parent Company: The Parent Company:
The Parent Company adopts defined-benefit Same as the left.

pension plan and retirement |lump-sum
payments. The transfer rate to the
defined-benefit pension plan fund is 45%.
Additional severance payment may be made to
some employees.

Consolidated subsidiaries: Consolidated subsidiaries:
Certain Japanese subsidiaries adopt a Same as the left.
defined-benefit pension type of a joint pension
plan, an approved pension scheme and
retirement lump-sum payments. Certain
overseas subsidiaries adopt a defined
contribution plan as wel as a defined-benefit
plan.

Additional severance payment may be made to
some employees.

2. Projected benefit obligation benefits at March 2. Projected benefit obligation benefits at March

31, 2006 31, 2007
(Millions of Yen) _ {Millions of Yen)
Projected benefit obligation (*113,096) Projected benefit obligation (*113,860)
Fair value of plan assets ¥103.610 Fair value of plan assets ¥102,588
Net unfunded obligation (9,485) Net unfunded obligation (11,271)
Unrecognized actuarial gain (14,284) Unrecognized actuarial gain (11,347)
Unrecognized prior service cost (Note 1) Unrecognized prior service cost (Note 1)
(11.808) {9,149)
Liability for retirement beefits (¥35.577) Liability for retirement benefits (¥31,768)
Notes: Notes:

(Note 1) Reflects the changes of relevant (Note 1) Reflects the changes of relevant
regulation including the changes in guarantee regulation including the changes in guarantee
period in October 2005 and the elimination of period in .October 2005 and the elimination of
additional benefit on December 1, 2004. ' additional benefit on December 1, 2004.

(Note 2) Certain subsidiaries adopt the simple (Note 2) Certain subsidiaries adopt the simple
method to calculate projected benefit method to calculate projected benefit
obligation. obligation. :

3. Components of the retirement benefit costs: 3. Components of the retirement benefit costs:

{Millions of Yen) (Millions of Yen)
Service cost (Note 1) ¥4,004 Service cost (Note 1) ¥3,867
Interest cost 2,900 Interest cost 2,723
Expected return on plan assets (2,651) Expected return on plan assets (3,380}
Amortization of unrecognized net actuarial loss Amortization of unrecognized net actuarial loss
6,473 423
Amortization of prior service cost {Note 2) - Amortization of prior service cost (Note 2)
{2,893) (2,643}
Contribution to defined contribution plan and Contribution to defined contribution plan and
others 950 others 1,314
Retirement benefit costs ¥8 784 Retirement benefit costs ¥2 306
Notes: Notes:

(Note 1) All retirement benelit costs of subsidiaries |(Note 1) All retirement benefit costs of subsidiaries
utilizing the simple method are included in utilizing the simple method are included in
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April 1, 2005 - March 31, 2006

April 1, 2006 — March 31, 2007

Service cost.

(Note 2) Reflects the current amortization of prior
service cost described in (Note 1) of "2.
Projected benefit obligation”.

4. Basis of the calculation for projected benefit
obligation and others:

Method of calculation of projected benefit
obligation:
Straight-line method over the average years of
service
Discount rate Principally 2.5 %
Expected rate of return on plan assets
Principally 4.0 %
Amortization period of prior service cost
five years straight-line method
Amortization period of actuarial gain/loss
Straight-line method over five years
from the following fiscal year

5. Fair value of plan assets of the defined-benefit
pension plan as of March 31, 2006:
¥3,242 mil.
Notes: Three Japanese subsidiaries have
pension assets calculated in proportion to the
pension contribution amount. The balance of

Service cost.

(Note 2) Reflects the current amortization of prior
service cost described in (Note 1) of "2.
Projected benefit obligation”.

4. Basis of the calculation for projected benefit
obligation and others:

Method of calculation of projected benefit
obligation: :
Straight-line method over the average years of
service
Discount rate Principally 2.5 %
Expected rate of return on plan assets
Principally 4.0 %
Amortization period of prior service cost
five years straight-line method
Amortization period of actuarial gainfloss
Straight-line method over five years
from the following fiscal year

5. Fair value of plan assets of the defined-benefit
pension plan as of March 31, 2007:
¥3,407 mil.
Notes: Three Japanese subsidiaries have
pension assets calculated in proportion to the
pension contribution amount. The balance of

these amounts is noted above.

these amounts is noted above,
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Details and fluctuation status
(April 1, 2006 - March 31, 2007)

(1) Amount of the cost recorded and the name of account items
(April 1, 2006 - March 31, 2007)

Cost of goods sold, Selling, general & administrative expenses 294 mitlion yen
(2) Stock option . :
Company Sisai Co., Ltd. Eisai Co., Ltd. Eisai Co., Ltd. Eisai Co., Lid.
Date of Decision June 29, 2000 June 28, 2001 June 27, 2002 June 24, 2003
Siﬁgzircz:ozrzggs for Direcior 9 Director 7 Director 4 Director 7
P Employee 16 Employee 35 Employee 37 Employee 43

grant

Number of Stock Cormimon stock Common stock Common stock Common stock
option 142,000 Stocks 180,000 Stocks 175,000 Stocks 210,000 Stocks
Date of grant September 1, 2000 August 1, 2001 July 1, 2002 July 1, 2003

Condition of vested
right

not specified

same as on the left

same as on the left

same as on the left

Requisite service period

not specified

same as on the left

same as on the left

same as on the left

Exercise period

September 1, 2000-
June 29, 2010

September 3, 2001-
June 28, 2011

July 1, 2002-
June 27, 2012

Juiy 1, 2003-
June 24, 2013

Company tiisai Co., Ltd. Eisai Co., Ltd. Eisai Co., Ltd.
Date of Decision June 24, 2004 June 24, 2005 June 23, 2006
T Director 11 Director 11 Director 10
Classification and Executive 18 Executive 20 Executive 22
nurber of persons for - )
grant oflicer officer officer
Empluyyee 27 Employee 31 Employee 32
Number of Stock Comraon stock Common stock Common stock
options 238,000 Stocks 262,000 Stocks 254,000 Stocks
Date of grant July 1, 2004 July 1, 2005 July 10, 2006

Condition of vested
right

not specified

same as on the left

same as on the left

Requisite service period

not s ecified

same as on the left

same as on the left

Exercise period

July 1, 2004-
June 24, 2014

July 1, 2007-
June 24, 2015

July 10, 2008-
June 23, 2016

(3) Details of Stock Option
a) Number of Stock Option

Date of Decision

June 29, 2000

June 28, 2001

June 27, 2002

June 24, 2003

After the right is
vested

End of the fiscal year of
pre-consoclidated account

109,800

153,700

166,800

155,300

Right vested

Exercise of right

52,200

75,100

43,000

69,200

Invalidation

Unexercised stock
options at the end of this
consolidated financial
period

57,600

78,600

123,800

86,100
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Date of Decision

June 24, 2004

Jung 24, 2005

June 23, 2006

After the right is vested

End of the fiscal year of

end of this consolidated financial

. 238,000 262,000 -
pre-consoiidated account
Right vested - - 254,000
Exercise of right 38,300 - -
Invalidation - - -
Unexercised stock options at the 199,700 262,000 254,000

b} Unit Information {Unit: yen)
Data of Decision June 29, 2000 June 28, 2001 June 27, 2002 June 24, 2003
Date of grant September 1, 2000 August 1, 2001 July 1, 2002 July 1, 2003
Price at Execution of right 3,090 2.668 3,165 2,520
Markat average at Execution of right 5,905 5,858 5,839 5,698
Fair assessed unit price 1 1 i
{Date of grant) ’

Date of Decisign

June 24, 2004

June 24, 2005

June 23, 2006

Execution of right

Date of grant July 1, 2004 July 1, 2005 July 10, 2006
Price at Execution of right 3,170 3,820 5,300
Market average at 5,662 . i

Fair assessed unit price
(Date of grant)

1.161

(4) Estimated Valuation for fair market values per stock option

Estimated valuation for fair market values of “Eisai Co., Ltd., Stock Options No. 5-1" and

“Eisai Co., Lid., Stock Options No. 5-2" granted during the consolidated fiscal year (granted
on July 10, 2006) were as follows;
Valuation model: Black-Scholes option pricing model

Basic figures for calculation

“Eisai Co., Ltd., Stock Options No. 5-17
“Eisai Co., Ltd., Stock Options No. 5-2"

(July 10, 2006)

Expected volatility (Note 1) 26.82%
Expected life {(Note 2) Six years
Expected dividend (Note 3) 110 yen / share
Risk-free interest rate {Note 4) 1.66 %

{Noctes)

1. This figure is calculated based on the share price on the measurement date for the past six years.
2. Expected life is estimated in the middle of exercisable period, since the reasonable estimate is not

possible.

3. This is based on the Expected dividend as of July, 2006.
4. Risk-free interest rate is that of the government bond coresponding to the Expected life shown above.

(5) Calculation methods for the number of rights vested
Only actual lapsed number of the vested stock option is used for calculation for the number of

rights vested as reasonable estimate to be lapsed in the future is not possible.




13) Business Combhinations

1. Acquisition of business
(1) Description of business acquisition
Name of company (transferor): Ligand Pharmaceuticals (U.S.)
Contents of acquired business: Oncology-related business including four oncology products
Reason and purpose of acquisition: To expand product line in oncology area
Date of acquisition: October 25, 2006
Legal form of acquisition: Business transfer

(2) Period for acquired business included in the consolidated financial statement.
From October 25, 2006 to March 31, 2007

(3) Description of Acqguisition costs

Purchased price: US$ 205 million
Direct costs: US$ 2 million
Total Acquisition costs: US$ 207 million

Eisai Inc. (U.S.) acquired the whole business in the U.S., while the Company acquired
the sales rights mainly in Europe, and the purchase of each entity was financed by cash in
hand.

(4) Goodwill

1) Goodwill: US$ 25 million

2) Nature of goodwili
Four oncology products acquired are expected to generate high-profitability,
therefore, regarded as a strategic investment for franchise marketing in oncology
area.

3) Method and useful lives of amortization
Since Eisai Inc, the acquired entity, is an U.S. company, goodwill shall not be
amortized under U.S. GAAP (SFAS142 Parai8).

(5) Assets received and liabilities assumed on the date of acquisition

inventories ‘ US$ 12 million
Property, plant and equipment | US$ 0 million
Intangible assets: sales rights - US$ 168 million
Intangible assets: goodwill US$ 25 million
Liabilities US$ _ million

Acquisition costs US$ 207 million

Sales rights (Intangible asset) is amortized over 9 years by straight line method.

ECL acquired the sales rights in the market othér than the U.S., and allocated acquisition
costs mainly to sales rights, because this transaction is treated as a separate assets
purchase. Thus, business combination accounting standard and its implementation guide
(ASBJ Statements No.7, ASBJ Guidance No.10) are not applied to the non-consolidated

financial statements of the Company.
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14) PER SHARE INFORMATION

April 1, 2005 - March 31, 2006

April 1, 2006- March 31, 2007

Book-value per share: 1,816.23 yen
Basic earnings per share: 221.86 yen
Diluted earnings per share: 221.61 yen

Book-value per share: 1,944.41 yen
Basic earnings per share 247 85 yen
Diluted earnings per share: 247 .47 yen

Note: The basis of the calculation of basic earnings per share and diluted earnings per share are as follows:

April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

Basic earnings per share
{(1)Net income (mii. yen)
{2)Amount not attributed to
common stockholders {mil. yen)
{3)Net income related to
common stock (mil. yen)
(4)Average number of common
stock outstanding (thousand
shares)

63,410

63,410

285,817

70,614

70,614

284,911

Diluted earnings per share

(1)Increased number of common
stock (thousand shares)
[Subscription rights]
{thousand shares)
[Stock Option]
(thousand shares})

316
(97}
(218)

431
(100)
(331)

Diluted securities with no

dilutive effects, which were not
included in the diluted EPS.

15) Subsequent Events

1. Acquisition of a company by share purchase

(1) Acquisition of shares of Morphotek Inc.

Under the agreement closing on April 16, 2007 (U.S. Eastern time), Eisai Corporation

of North America, a wholly-owned subsidiary of the Company (hereinafter, referred to as
“ECA") acquired all shares of Morphotek Inc. Kﬁorphotek Inc. became a wholly-owned

subsidiary of ECA on the same day. The purpose of this acquisition is to enables the

company to enter into the biologics area and facilitate creation of antibody therapeutic

drugs in oncology area.

(2) Name of transferor
All the shareholders of Morphotek Inc.

65




(3) Description of the acquired company
Name: Morphotek Inc. (U.S.)
Description of business: Research and Development of antibody therapeutic drugs
Financial highlights:

a) Number of employees: 45

b) Total assets: US$ 41 million
c) Net assets: US$ 26 million
d) Sales amount: US$ - 0 million

e) Net loss for the current year:  US$ 20 million

The figures provided in the above items are from the audited annual report for the fiscal
year 2006 (from January 1 to December 31, 2066) of Morphotek inc.

(4) Date of acquisition
April 16, 2007 (U.S. E:astern time)

(5) Description of the accuired shares
Purchased price: US$ 350 million (Excluding direct costs)
Percentage of ownership as a result of the acquisition: 100%
ECA acquired all the shares of Morphotek Inc., and owns a 100% interest after the

acquisition.

{6) Financing and méthocl of payment

ECA established MAB Acquisition Corporation as a wholly-owned subsidiary. Morphotek
Inc, as a surviving company, merged with MAB Acquisition Corporation and at the same
time, Morphotek Inc. paid cash as a compensation for the merger to the shareholders of
Morphotek Inc. As a result of the transaction, Morphotek Inc. became a wholly owned
subsidiary of ECA. |

The payment to the shareholders of Morphotek Inc,was financed by capital increase
provided by ECA. .
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(7) Ownership of interest
<At the merger>

Eisai Corporation of North America Morphotek Inc.
Shareholders
o i Cash
100% interest compensation 100% interest

for the merger)

- Ty 3
| MAB Acquisition

| ,

! Corporation {Special |::> Morp_hptek Inc.

| | purpose company; merger (surviving company)

| | eliminating company)

|

— ———————— A — —— ——— ———— ——— ———— — — i — — — — S S ——— ———

<After merger>

Eisai Corporation of North America

@ 00% interest

Morphotek Inc.
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16) PRODUCTION, SALES ORDER AND SALES INFORMATION

1. Results of Production

(1) Results of Production {Unit: Millions of Yen)

April 1, 2005 - March 31, 2006 April 1, 2006 - March 31, 2007
Segment
Amounts Amounts
Pharmaceuticals 553,896 639,610
Others 8,824 8,262
Total 562,721 647 872

Note: 1. The amounts are the estimated sales price. Intersegment transactions are eliminated.
2. Consumption taxes are not included.

(2) Purchases of Merchandise (Unit: Millions of Yen)

Segment April 1, 2005- March 31, 2006 April 1, 2006 - March 31, 2007
_ Amounts Amounts
Pharmaceuticals 20,043 20,890
Others 9,085 9,556
Total ' 29,129 30,447

Note: 1. The amounts are the estimated purchase price. Intersegment transactions are eliminated.
2. Consumption taxes are not included.

2. Sales Order
The Company and its subsidiaries do not render sales order service, The Company
and its subsidiaries produce products pursuant to business plan on sales.

3. Sales {Unit: Millions of Yen)
Sales by business and geographical| April 1, 2005 - March 31, 2006 April 1, 2006 - March 31, 2007
segment Amounts % Amounts %
Pharmaceuticals 579,812 96.4 652,936 96.9
Japan 265,444 44 2 273,184 40.5
North America 252,139 41.9 302,324 449
Europe 44,614 7.4 53,724 8.0
Asia and Others 17,613 29 23,703 35
Others 21,440 3.6 21,175 3.1
Japan 19,613 3.3 19,038 2.8
Overseas 1,826 0.3 2,136 0.3
Total 601,252 100.0% 674,111 100.0%

Note: 1. Intersegment transactions are eliminated.
2. Consumption taxe:s are not included.

3. Sales information in the business segments are classified by geographic segments.




17) CONSOLIDATED STATEMENTS OF INCOME

Fourth Quarter of FY2006 (three months ended March 31, 2007)

January 1, 2006 - January 1, 2007 - Increase/
March 31, 2006 March 31, 2007 {Decrease)
Account Title (Millions of Yen) | (%) | (Millions of Yen) | (%) (M'ﬂ,'::)s of
l. Net sales 151,342 j100.0 173,323 [100.0 21,981
1l. Cost of sales 25,852 171 27,389 | 158 1,537
Gross profit 125,490 | 82.9 145,934 | 84.2 20,443
Provision for sales returns-net (18)| (0.0) (16)}] (0.0} 1
Gross profit 125,508 | 829 145,850 | 84.2 20,442
t. Selling, general and administrative ’
expenses
1. Research and development expenses 26,220 [17.3] 29,420 [17.0]
2. Selling, general and administrative expensed 81,802 | 108,022 | 71.3 95,104 | 124524 | 71.8 16,502
Operating income 17,486 | 116 21,426 | 124 3,939
IV. Non-eperating income 1,368 0.9 1,554 0.9 186
V. Non-operating expenses 244 0.2 319 0.2 74
Ordinary income 18,610 | 12.3 22,661 | 13.1 4,051
VL. Special gain 35 0.0 1,500 0.8 1,464
VII. Special loss 3,560 2.3 1,124 0.7 (2,435)
Income before income taxes and minority 15,086 | 10.0 23,037 | 133 7,951
interests in income
Income taxes-current 12,450 13,548
Income taxes-deferred (8,712) 3,737] 25 (5,408) 8,140 | 47 4,402
Minority interests in income 94 0.1 128 | O.1 34
Net income 11,254 7.4 14,768 85 3,514
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January 1, 2006 -

January 1, 2007 -

Increasef

March 31, 2006 March 31, 2007 | (Decrease}
Accotint Title {Millions of Ven) {Mlllions of Yen) (M'E,'::)S of

l. Operating activities:
1. Income before income taxes and minerity interests 15,086 23,037
2. Depreciation and amortization 6,495 7,569
3. Loss on impairment of long-lived assets 14 152
4. Decrease in allowance for doubtful accounts : : (26) {17}
5. Interest and dividend income (936) {1,613)
6. Inlerest expense 42 16
7. Equity in earnings of associaled companies (24) {13}
8. (Gain) Loss on sales and disposal of fixed assets 456 309
9. Retirement benefit costs 1,364 -
10. Gain on sales of securilies {1) (1,473)
11. Loss on impairment of securities 1 -
12. Decrease in trade receivablos 15,523 3,564
13. Increase in inventories {1,923) (1,756}
14. Increase in notes and accounis payable-trade 4,227 3,146
15. Increase in other current lizbilities 3,287 6,168
16. Increase (Decrease) in reserve for sales rebates 131 {777}
17. Decrease in reserve for retitement benefils — (1,734}
18. Other (2,568) 4,066

Sub-total 41,150 40,646
19. Interest and dividends received 769 1,619
20. Interest paid {15) (35)
21. Income tax paid (3,967) (3,576)

Net cash provided by operating activities 37,936 38,654 717
Il. Investing activities:
1. Purchases of investment securities {43) (152)
2. Proceeds from sales and malurities of short-term investments 838 3,537
3. Purchases of property, plant and equipment (3,687) (5,183)
4. Proceeds from sales of proparty, plant and equipment 128 11
5. Purchases of intangible assels (8,550) (2,452)
6. Purchases of investment securities (13,004) (3,383)
7. Proceeds from sales and redemptions of investment securities 8,031 5,683
8. Aquisition of intangible assels - (375)
9. Nef decrease in time deposits (exceeding 3 months) 224 593
10. Other 12,784 {(165)

Net cash used in investing aitivities (5,278) {1,876) 3,402
Ill. Financing activities:
1. Nel decrease in shori-term borrowings (72) (123)
2. Dividends paid to minority shareholders (11) -
3. Other 104 212

Net cash provided by financing activities , 20 89 69
IV. Foreign currency translation adjustments on cash and 434 (521) (956)
cash equivalents
V. Netincrease in cash and cash equivalents 33,112 36,346 3,233
VI, Cash and cash equivalents at beginning of period 150,165 134,744 (15,421)
VIl. Cash and cash equivalenis at end of period 183,278 171,090 {12,188)
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(3) SEGMENT INFORMATION
Fourth Quarter of FY2005 and FY2006 (three months ended March 31)

1. Business Segment Information

(1) For the fourth quarter, ended March 31, 2006

{Millions of Yen)

Eliminations
E:j‘tzg?; Others Total and Consolidated
Corporate
I. Net sales ‘
(1) Sales to external customers 145,767 5,575 151,342 - 151,342
(2) Intersegment sales 38 5,367 5,405 (5,405) —
Total sales 145,805 10,942 156,748 (5,405) 151,342
Operating expenses 127,788 10,394 138,182 (4,326) 133,856
Operating income 18,017 548 18,565 {1,079) 17,486
(2) For the fourth quarter, ended March 31, 2007 (Millions of Yen)
Pharma- Eliminations .
ceuticals Others Total and Consolidated
Corporate
I. Net sales
(1) Sales to external customers 167,979 5,344 173,323 - 173,323
(2) Intersegment sales 32 7,873 7,906 {7,906) -
Total sales 168,011 13,218 181,230 (7,906){ 173,323
Operating expenses 145,652 12,804 158,456 (6,558) 151,897
QOperating income 22,359 414 22,773 {1,347) 21,426

Notes:

1. The Company classifies consolidated operations into two segments: ‘Pharmaceuticals’ including prescription
pharmaceuticals and ‘Other which encompasses all operations other than pharmaceuticals.

2. Major products in each segment are as

follows:

Business segment

Major products

Pharmaceuticals Prescription pharmaceuticals; Consumer heatlth
care products; Diagnostic pharmaceuticals; etc.
Other Food additives; Chemicals; Machinery; Others
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2. Geographical Segment Information

(1) For the fourth quarter, ended March 31, 2006 (Millions of Yen)
' Asia Eliminations .
Japan Agcg:iga Europe and Total and ngg ?jh'
Others Corporate
I. Netsales
(1) Sales to external 64,243 69,394 12,647 5,056 | 151,342 - 151,342
customers
(2) Intersegment sales 20,321 9,505 . 3,940 0 33,768 {33,768) -
Total sales 84,565 78,900 16,588 5,057 | 185,110 (33,768) 151,342
Operating expenses 74,022 72,276 15,348 4,466 | 166,114 (32,258) 133.856
Operating income 10,542 6,624 1,239 590 18,996 (1,509) 17.486
(2) For the fourth quarter, ended March 31, 2007 {Millions of Yen)
Asia Eliminations .
Japan Arrqn%r:ir;a Europe and Total and ngtsec;ll-
- Others Corporate
. Netsales
(1) Sales to external 68,279 83,305 13,959 7,778 | 173,323 - 173,323
customers
(2) Intersegment sales 25,357 9,721 5,300 7 40,387 (40,387) —
Total sales 93,637 93,027 19,260 7,786 | 213,711 {40,387) 173,323
Operating expenses 78,525 85,701 '18,627 6,581 189,435 {37,538) 151,897
Operating income 15,111 7,326 632 1,204 24,275 (2,849) 21,426
Notes:

1. Segmentation by country or region is based on geographical proximity.
2. Major areas and countries included in each category:

-North America: The Linited States and Canada
The Uinited Kingdom, France, Germany, etc.

-Europe:

-Asia and Others: East and South-East Asia, Latin America, etc.
3. Intersegment sales in Japan principally represents product sales from Eisai Co., Ltd. (hereinafter referred to as 'the
Parent Company’) to the overseas subsidiaries. Intersegment sales in North America, Europe, and Asia and Others

are principally sales to the Farent Company from the overseas subsidiaries engaging in research and development

3. Overseas Sales

(Millions of Yen)

(1) For the fourth quarter, ended March 31, 2006

North Asia and
America Europe Others Total
1. Overseas sales 71,789 16,788 5,666 94,243
2. Consolidated sales ' 151,342
3. Share of overseas sales 47.4% | 11.1% | 3.8% 62.3%
(2) For the fourth quarter, ended March 31, 2007 {Millions of Yen)
North Asia and
America_ Europe Others Total
1. Overseas sales 85,736 19,396 8,428 113,561
2. Consolidated sales , 173,323
3. Share of overseas sales 49.5% | 11.2% | 4.8% 65.5%

Notes:

1. Segmentation of the areas is based on gecgraphical proximity.
2. Major areas and countries included in this category:

The United States and Canada.
The United Kingdom, France, Germany, eic.
East and South-East Asia, Latin America, etc.
3. Overseas sales represent the sales reported from the consolidated subsidiaries operating in countries and areas

-North America:
-Europe:
-Asia and Other:

outside Japan. .
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Increase/

March 3%, 2006 March 31, 2007 {Decrease)
: - (Millions of
Account Tile Note {Millions of Yen) (%) {Millions of Yen} (%) Yen)
ASSETS
1. Current assets:
1. Cash and cash in bank 48,654 43,426
2. Notes receivable-trade 2,5 2,879 2,952
3. Accounts receivable-trade 2 114,443 124,040
4. Short-term investments 59,648 8,114
5. Merchandise 4,768 6,178
6. Finished goods 7,548 9,043
7. Semi-finished goods 9,110 8,935
8. Raw materials 3,224 5,350
9. Work in process 383 424
10. Supplies 1,293 1,043
11. Deferred tax assets 13,956 16,650
12. Shon-term loans receivable 2 4,782 5,595
13. Other 2 7,508 13,898
Total current assets 278201 | 486 245655 | 428 {32,546}
. Fixed assetis:
1. Property, plant and equipment
(1) Buildings 109,009 107,885
Accumulated depreciation 63,725 | 45,283 65,658 42,226
(2) Structures 8,167 7,987
Accumulated depreciation 5,701 2,465 5,415 2,57
(3) Machinery and equipment 75,405 76,616
Accumulated depreciation 58,937 | 16,467 61,897 | 14,719
(4) Vehicles and delivery equipment 368 385
Accumulated depreciation 273 95 310 75
(5) Tools, furniture, and fixtures 31,457 33,589
Accumulated depreciation 24,247 7.209 25,418 8,171
(6) Land 10,373 11,200
(7) Construction in progress 794 1,386
Total property, plant and equipment 82,680 144 80,352 | 14.0 (2,337)
2. Intangible assets
(1) Patent 84 24
(2) Software 10,795 8,891
(3) Sales rights 15,369 20,705
{4) Other 230 632
Total intangible assets 26,480 46 30,253 53 3,772
3. Investments and other assels
{1} Investments securities 95,209 103,424
(2 lnvestmfant in subsidiaries and associated| 57 553 77.228
companies
(3) Long-term loans receivable 49 3
(4) Long-term loans receivable to 2,832 2,845
and associated companies
(5) Long-term prepaid expenses 1,223 948
(6) Deferred tax assels 24 473 28,960
{7) Other assels 7.875 7,569
(8) Allowance for doubtful accounts (3,676) (3,539)
Total investments and other assets 185538 | 324 217441 | 379 31,901
Total tixed assets 294710 | 514 328,046 | 57.2 33,336
Total assets 572,912 (100.0 573,702 {100.0 789

73




I NVIN"TwUVNWVLIVATRY DARANVLE DIk

(LIABILITIES AND EQUITY)

March 31, 2008 March 31, 2007 (g’:éf:::; }
Account Title Note (Millions of Yen) (%) {Millions of Yen) (%) (Ml::!::)s of
Liabilities
1. Current liabilities:
1. Notes payable-trade 128 62
2. Accounis payable-trade 6,762 7,551
3. Accountis payable-other 2 23,276 26,014
4. Accrued expenses 16,137 17,667
5. Income tax payable 18,452 15,257
6. Deposit received 2 8,842 9,625
7. Reserve for sales rebates 438 376
8. Reserve for disposal of goods reiurns 333 245
9. Other 232 63
Total current liabilities 74,605 | 13.0 76,864 | 13.4 2,259
Il. Long-term liabilities:
1. Liability for retirement benefits 32,005 28,221
2. Retirement allowances for directors 1,090 1,073
Total long-term liabilities 133,095 58 29,295 5.1 (3,799)
Total liabilities ¥107,700 | 18.8 106,160|] 18.5 (1,540)
Equity
L. Owners' Equity:
1.Common stock 1 - - 44,985 7.9 -
2.Capital surplus
(1) Additional paid-in capital - 55,222
Total Capital surplus - - 55,222 9.6 -
3. Retained earnings
(1) Legal reserve - 7,899
{2) Other
Reserve for reduction of fixed - 126
assets
General reserve - 337,880
Unappropriated retained earnings - 44,026
Total retained earnings - - 389,932 | 68.0 12,795
. 4. Treasury stock 1 [ - - (42,219)| (7.4) (10,306)
Total Owners’ Equity - - 447921 | 78.1 2,488
ll. Net unrealized gain and translation
adjustments:
1. Net unrealized on available-for-sale 4 - 19,325
securities
Total net unrealized gain and translation
adjustments - - 19,325 33 {453)
lll. Stock acquisition rights - - 294 0.1 294
Total equity - - 467,541 | 81.5 2,329
Total liabilities and equity - - 573,702 |100.0 789

Note: Increase/(Decrease) shows the difference with the amount of March 31, 2006 in same account title.
(continued to the next page)

74




1-£2) NUN-CUNSULIVAITED DALANLCE oREE]

(LIABILITIES AND EQUITY)

March 31, 2006 March 31, 2007 Increase/
{Decrease)
Account Titie Note|  (Miflions of Yen) (%) (Millions of Yen) (%) (M‘L',"e’:f of
Sharehclders’ equity:
I. Common stock 1 44985 | 7.9 - -
Il. Capital surplus
1. Additional paid-in capital 55,222 -
Total capital surplus 55,222 9.6 - -
Jll. Retained earnings
1. Legal reserve 7,899 -
2. Voluntary reserve
{1) Reserve for reduction of fixed 122 -
assets
{2) General reserve 323,860 | 324,002 - -
3. Unappropriated eamings for the period 45,234 -
Total retained earnings 377,137 | 65.8 - -
V. Net unrealized gain on 4 19,779 | 3.5 - -
available-for-sale securities
V. Treasury stock 1 {31,913)] (5.6) - -
Total shareholders' equity 465,211 | 81.2 - -
Liabilities and Shareholders’ equity 572,912 |100.0 - -

Nota: Increase/decrease in Equity shows the difference with the account title corresponding to prior years'.




ril 1, 2005 - March 31, | nl1,2006-Marchay, |,
Ap 2006 Ap 2007 (Decrease)

’ {Millions

Account Title Note (Miliions of Yen) (%) {Millions of Yen) %) | o Yen)

I. Net sales 2 331,959 | 100.0 351,647 | 100.0] 18,687
ll. Cost of sales 1 77,9841 235 80,149 | 228 2,165

Gross profit 253,975 | 76.5 271,497 77.2} 17,521

Provision for sales returns-net 6y (0.0 (61} (0.0) (54}
Gross profit 253981 | 765 271,558 77.2] 17,576
ll. Selling, general and administrative expenses

1. Research and development expenses 1 92,851 {28.0]] 106,378 [30.3},

2. Selling, general and administrativa expenses 95,753 | 188,604 | 56.8] 100,154 | 206,532 | 58.7) 17,927
Operatling Income 65376 | 19.7 65,026 | t85 {350)
IV. Non-operating income

1. Interest income 56 109

2. Interest on securities 737 a5

3. Dividend income 708 1,071

4. Rent income 2 419 -

5. Foreign exchange gain 223 -

6. Other 264 2,412 0.7 382 1,878 0.5 (533)

"|V. Non-operating expenses

1. Interest expense 48 65

2. Foreign exchange loss - 892

3. Depreciation 108 81

4. Costs of rent income 121 -

5. Other 171 450 0.1 189 1,230 0.3 779
Ordinary Income 67,338 | 20.3 65,674 | 187] (1.663}
V1, Speclal gain

1. Gain on sales of fixed assets 3 64 204

2. Gain on sales of investment sectrities - 1,651

3. Reversal of provision for doubtful accounts 295 25

4. Disposal of products - 554

5. Other 5 365 0.1 - 2,437 07 2,072
VIl Special loss

1. Loss on disposal of fixad assets 4 651 975

2. Loss on impairment of long-lived assets 5 - 81

3. Accelerated depreciation expenses of property, plant - 646

and equipment

4. Loss on inventories 496 -

5. Provision for doubtful accounts 265 -

6. Other 4 1,418 | 0.4 a4’ 1,738| 05 319

Income befare income taxes 66,284 | 20.0 66,374 | 18.9] 89
Income taxes-current 32,719 30,437
Income taxes-deferred {10,324) 22,394 6.8 {6.866) 23,570 6.7 1,176
Net Income ‘ 43,890 | 132 42803 | 122 (1,087)
Retained earnings carryover from the: previous period 12,805 -
Loss on disposal of treasury stock 27 -
Interim dividends paid 11,432 -
Unappropriated retained earnings for the 45,234 -
perlod
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PROFIT AND LOSS APPROPRIATION STATEMENT

{Millions of Yen)

May 16, 2006
(Approved by Board
Meeting)
I. Unappropriated retained earnings for the period 45,234
1l. Reversals of voluntary reserves
Reversals of reserve for the reduction of fixed assets 0
Total 45,235
lll. Appropriation of retained earnings
1. Dividends 14,293
2. Voluntary reserves
-General reserve 14,000 28,293
V. Retained Earnings Carried Forward 16,941

Notes:

1. Dividends for treasury stock of 10,692,033 shares are excluded from dividends

shown above.

2. On December 2, 2005, 11,432 million yen (40.00 yen per share) was paid as an

interim dividend.
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NON-CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
(April 1, 2006 to March 31, 2007)

{Unit : Millions of Yen)

Owners' equity

Net
unrealized
loss and
translation
adjustments

Capital
surplus

Retained earnings

Common
stock

Additional
paid-in
capital

Other Retained earnings

l.egal
reserve

Reserve for
reduction of
fixed assets

General
reserve

Unappro
priated
retained
earnings

Retained
earnings
Total

Treasury
stock

Owners’
equity
{Total)

Net
unrealized
loss on
available-for
-securities

Stock acquisition rights

Equity (Total)

Balance at the
end of prior year
{March 31,2006)

¥44,985

¥55,222

¥7,899

¥122

¥323,880

¥45,234

¥arva37

(¥31,913)

¥445,432

¥19,779

485211

Changes of
items during
the period

Dividends
{Note 1)

Dividends
{Note 2)

Reversal of
reserve for

reduction of
fixed assets

{Note 1)

Reversal of
reserve for

reduction of
fixed assets

Reserve for
reduction of
fixed assets

General reserve
{Note 1)

Loss on disposal
of treasury stock

_______ Sptl Buivegd
of treasury stock

Disposat of
treasury stock

Changes of
items other than
owner's equity
during the
period (Net)

_____________

294

Changes of
items during the
period (Total)

14,000

(1,208)

12,795

{10,306)

2,488

(453)

294

2,329

Balance at the
end of current
year

¥44 985

(Mar. 31, 2007)

¥55,222

¥7,899

¥126

¥337,880

¥44,026

¥389,932

(¥42,219)

¥447,921

¥19,325

¥

¥467 541

Note 1: Approved by the Board of directors’ meeting in May, 2006.
Note 2: Approved by the Board of direc:ors’ meeting in October, 2006,
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April 1, 2005 - April 1, 2006 - Increase/
March 31, 2006 March 31, 2007 (Decrease}
Account Title Note[  (Millions of Yen) (Millions of Yen) ‘M"\'('::)s of
l. QOperating activities
1. Income before income taxes 66,284 66,374
2. Depreciation and amortization 16,446 17,916
3. Loss on impairment of long-lived assels - 81
4. Decrease in allowance for doubtful accounts (29) L]
5. Interest income, interest on securities, and dividend income (1,503) {1,496)
6. Interest expenses 48 65
7. (Gain) Loss on sales and disposal of fixed assels 588 770
8. Retirement benefit costs 5,339 -
9. Gain on sales of securities (4) (1,851)
10. Loss on devaluation of securities 4 12
11. Increase in notes and accounts receivable-trade (2,318} {9.670)
12. Increase in inventories (1,074) {4,579)
13. Increase in notes and accounts payable-trade 1,623 723
14. Increase in other current liabilities 4,225 4,294
15. Decrease in reserve for sales rebates (863) -
16. Decrease in liability for retirement benetit - (3,783)
17. Other (4,012) (6,374)
Sub-total 84,754 62,677
18. Interest and dividends received 1,514 1,507
19. Interest paid (48) (65)
20. Income tax paid (30,442) (33,520)
Net cash provided by operating activities 55,778 30,598 (25,180)
il. Investing activitles
1. Proceeds from sales and maturities of short-term investrents 1,705 8,795
2. Purchases of property, plant and equipment (12,854) {11,419}
3. Proceeds from sales of property, plant and equipment 277 1,249
4. Purchases of inlangible assels (12,317) (4,067)
5. Purchases of investment securities (21,848) {19,695)
6. Proceeds from sales and redemptions of investments 15,638 7,340
7. Invesiments in subsidiaries and associaled companies (4,075) (19,827)
8. Payment for acquisition of business - (6,276)
9. Other 19,925 (549)
Net cash used in investing activities (13,548) (44,250) (30,701)
Il. Financing activities
1. Purchase of treasury stock - (11,060)
2. Dividends paid (21,435) (29,913)
3. Other 204 658
Net cash used in financing activities (21,231) (40,314) (19,083)
IV. Foreign currency translation adjustments on cash and © o 0
cash equivalenis
V. Net increase (decrease) in cash and cash equivalents 20,997 (53,966} (74,964)
V1. Cash and cash equivalents at beginning of period 79,509 100,507 20,997
VIl. Cash and cash equivalents at end of period 100,507 46,540 (53,966)
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BASIS OF PRESENTIN(GG NON-CONSOLIDATED FINANCIAL STATEMENTS

April 1, 2005 -
March 31, 2006

April 1, 2006 -
March 31, 2007

1. Measurement and Cost Forrnula for Marketable and
Investment Securities:

(1) Held-to-Maturity Securities:

Stated at amortized cost (straight line method}

(2) Investment in Subsidiaries and Associated

Companies:

Stated at cost determined by the moving average

method.

(3) Available-for-Sale Securities:

Marketable securities:

Stated at fair market value on tt e balance sheet date of
the period with unrealized gain and losses, net of
applicable taxes, reported in a separate component of
shareholder’s equity.

The cost of securities sold is dezermined by the moving
average method.

Non-marketable securities:

Stated at cost determined by moving average method.

2. Derivatives:
Stated at fair market value.

3. Inventories:

Merchandise, finished goods, semi-finished goods,
work-in-process, raw materials, and supplies are
stated at cost determined by the average method.

4. Depreciation of Depreciable Assets:

(1) Property, plant and equipment:

Depreciation of property, plant and equipment is
computed by the declining-balance method. Estimated
useful lives of the assets are as follows:

Buildings 15 to 50 years

Machinery and Equipment 6 to 7 years

(2) Intangible assets:

Intangible assets are stated at ¢ost less accumulated
amortization, which is computed by the straight-line
method. Amortization for software utilized internally is
computed by straight-ine method over estimated
useful life in years {mainly five years)

5. Accounting for Allowances and Reserves:

(1) Allowance for doubtful receiviables/accounts:

To prepare for potential losses of trade receivable,
loans receivable and others, allowance for doubtful
receivablesfaccounts is provided at amounts
determined on the basis of the Company’s past credit

1. Measurement and Cost Formula for Marketable and
Investment Securities:
(1) Held-to-Maturity Securities:
Same as the left
(2) Investment in Subsidiaries and Associated
Companies:
! Same as the left

(3) Available-for-Sale Securities:
Marketable Securities:
Stated at fair market value on the balance sheet date of
the period with unrealized gain and losses, net of
applicable taxes, reported in a separate component of
equity. )
The cost of securities sold is determined by the moving
average method.
Non-marketable securities:

Same as the left

2. Derivatives:
' Same as the left

3. Inventories:
Same as the left.

4. Depreciation of Depreciable Assets:
(1) Property, plant and equipment:
Same as the left.

{2) Intangible assets:
Intangible assets are stated at cost less accumulated
amortization, which is computed by the straight-line
method.

Software for internal use
Sales rights

mainly 5 years
51010 years

5. Accounting for Allowances and Reserves:
(1) Allowance for doubtful receivables/accounts:
Same as the left

loss experience and an evaluation of potential losses
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April 1, 2005 -
March 31, 2006

April 1, 2006 -
March 31, 2007

in receivables outstanding.

(2) Reserve for sales returns:

To prepare for possible sales return losses incurred
after the balance sheet date, the reserve is provided at
an amount calculated by multiplying the amount of
trade receivables at the balance sheet date by the
average return ratio over the previous two fiscal years
and the profit ratic of the period.

(3) Reserve for disposal of goods returns:

To prepare for possible losses on disposal of goods
returned after the balance sheet date, the reverse is
provided at an amount calculated by multiplying the
amount of trade receivables at the balance sheet date
by the average of return ratio of goods sold and the
average disposal ratio of goods returned over the
previous two fiscal years.

(4) Liability for retirement benefits:

To cover retirement benefits of employees, the
Company provides for liability for retirement benefits at
an amount to be prepared as of the balance sheet date,
which is derived from the projected benefit obligations
and estimated plan assets at the balance sheet date.
The unrecognized prior service cost is being amortized
over five years and recognized as operating expenses
in the statements of income.

The unrecognized actuarial loss is being amortized
over five years by the straight-line method and
recognized as operating expenses in the statements of
income starting from the following period after the
period during which each loss occurred, respectively.

{5) Retirement allowances for directors:

The reserve for retirement benefits for directors is provided

in required amounts calculated based on the bylaw.

6. Methods for Translation of Assets and Liabilities
denominated in Foreign Currencies:

Monetary receivables and payables denominated in
foreign currencies are translated into yen at the current
exchange rates as of the balance sheet date. The
foreign exchange gain and losses from translation are
recognized in the statements of income.

7. Accounting for Lease Transactions:

Finance lease transactions other than those under
which ownership is transferred to the lessee are
accounted for in accordance with the accounting
treatment of operating leases.

8. Hedge accounting:

(2) Reserve for sales retumns:
Same as the left

(3) Reserve for disposal of goods returns:
Same as the left

(4) Liability for retirement benefits:
Same as the left

(5) Retirement allowances for directors:
Same as the left

6. Methods for Translation of Assets and Liabilities
denominated in Foreign Currencies:
Same as the left

7. Accounting for Lease Transactions:
Same as the left
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April 1, 2005 -
March 31, 2306

April 1, 2006 -
March 31, 2007

(1) Hedge method:

Derivatives used for hedging purposes are measured
at fair market value and unrealized gain or losses on
derivatives are deferred until maturity of the hedged
transactions. If the forward contracts qualify for hedge
accounting, trade receivables and payables
denominated in foreign currencies are translated into
yen at the contracted rates.

{2) Hedging instruments and hedged items:
{a) Hedging instruments:
Foreign currency forward contracts
{b) Hedged items:
Trade receivables and payables including
committed transactions. denominated in foreign
currencies

(3) Hedging policy:

The Company uses hedged transactions, in the
ordinary course of business, to reduce the exposure to
fluctuations in foreign currency axchange rate. Hedged
transactions used by the Company have been made in
accordance with internal policies.

(4)Method for assessment of efiectiveness of hedging:
Foreign currency forward contracts assigned to the
associated receivables and payables have the same
terms and denominations &s the corresponding
receivables and payables and the contract amounts
will not exceed those of the corresponding assets and
liabilities. As a result, Figh correlation and
effectiveness between the hedging instruments and
the hedged items are maintained against fluctuations
in foreign exchange rate sc that assessment of
effectiveness has not been perlormed.

9. Accounting for Consumption Taxes:
Consumption taxes and local consumption taxes are
excluded from revenues and expenses.

8. Hedge accounting:
(1) Hedge method:
Same as the left

(2) Hedging instruments and hedged items:
Same as the left

(3) Hedging policy:
Same as the left

(4)Method for assessment of effectiveness of hedging:

Same as the left

9. Accounting for consumption taxes:
Same as the left
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ACCOUNTING CHANGES

April 1, 2005 -
March 31, 2006

April 1, 2006 -
March 31, 2007

{Accounting Standard for impairment of long-lived
assets)

The Accounting Standard for Impairment of
Long-Lived Assets (Statement of Opinion, Accounting
for Impairment of Long-Lived Assets [the Business
Accounting Council issued August 9, 2002]) and
Guidance for Accounting Standard for Impairment of
Long-Lived Assets {the Accounting Standards Board of
Japan Guidance No.6 issued October 31, 2003), are
applied from April 1, 2005.

However, the adoption of these standards has no
material effect on the profits and losses during the
period.

{Presentation of Equity)

On December 9, 2005, the the Accounting Standards
Board of Japan (the “ASBJ") published a new
accounting standard and related guidance for
presentation of equity. The new standard (the ASBJ
Statement No.5) and related guidance (the ASBJ
Guidance No.8) are applied from April 1, 2006.

The shareholders’ equity amounted to ¥467,246
million based on the former regulation.

The Equity at the balance sheet date is presented in
accordance with the modification of the Regulations
Concerning Consolidated Financial Statements.

{(Standard for stock option)

On December 27, 2005, the ASBJ issued "Accounting
Standard for Stock Options and related guidance." The
new standard and guidance are applicable to stock
options newly granted on and after May 31, 2006.

Due to the adoption of the new standards, the amount
of operating income, ordinary income and income
before income taxes and decreased by 294 million.

CHANGES IN REPRESENTATION

April 1, 2005 -
March 31, 2006

April 1, 2006 -
March 31, 2007

(Non-consolidated Balance Sheet)

1. As the amount of “Telephone subscription rights”,
represented as a separate account in the previous
period, was ¥119 million in the previous period.
Since it was less than 1% of total assets, it was
included in “Other intangible assets” as a
component of “Intangible assets”.

As the amount of “Utility rights”, represented as a
separate account in the previous period, was ¥110
million in the previous period. Since it was less

than 1% of total assets, it was included in “Other
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intangible assets” as a component of “Intangible
assets”.

As the amount of “Insurance reserve”, represented
as a separate account in the previous period, was
¥3,552 million in the previous period. Since it was
less than 1% of total assets, it was included in
“Other assets” as a component of “Investments
and other assets”.

As the amount of “Guarantee deposit’,
represented as a separate account in the previous
period, was ¥2,061 million in the previous period.
Since it was less than 1% of total assets, it was
included in “Other assets” as a component of
“Investments and other assets”.

(Non-consolidated Statements of Income)

1.

As the amount of “Gain cn sales of investment
securities,” separately represented as an
independent account title in the previous period,
was ¥4 million in this period, accounting for below
10% of total special gain, it was included in “Other
special gain.”

As the amount of “Revarsal of provision of
doubtful accounts,” incluced in “Other special
gain”, exceeded 10% of total special gain in the
period, it was separately treated and presented in
an independent account title. The reported
amount as “Reversal of provision of doubtful
accounts” in the previous pzriod was ¥9 million.

As the amount of “Provision for doubtful
accounts,” included in “Other special loss™ in the
previous period, exceedec 10% of total special
gain, it was separately treated and presented in
an independent account title. The reported
amount as “Provision for doubtful accounts” in the
previous period was ¥199 rnillion.

(Non-consolidated Statements of Income)

1.

As the amount of “Rent income,” separately
treated and presented in an independent account
in the previous period, was ¥134 million in this
period, accounting for below 10% of total
non-operating income, it was included in “Other
non-operating income.”

As the amount of “Costs of rent income,”
separately 1ireated and presented in an
independent account in the previous period, was
¥22 million in this period, accounting for below
10% of total non-operating income, it was included
in “Other non-operating income.”

As the amount of “Gain on sales of investment
securities,” separately treated and presented in an
independent account title in the previous perod,
was ¥4 million in this period, accounting for above
10% of total special gain, it was included in “Other
special gain.”

As the amount of “Provision for doubtful accounts,”
separately ireated and presented in an
independent account title in the previous period,
was ¥21 million in this period, accounting for below
10% of total special gain, it was included in “Other
special gain.”

{Non-Consolidated Statements of Cash Flows)
Although the cash flows related to retirement benefits
were included in “Retirement benefit costs” and
“Others” in the component of operating cash flows in
the previous period, they are represented as Increase
{Decrease) in liability for retirement benefits in the
current period.

The amount of “Increase in liability for retirement
benefits” in the operating cash flows in the previous
period was 3,147 million.
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Additional Information

April 1, 2005 -
March 31, 2006

April 1, 2006 -
March 31, 2007

(Reserve for sales rebates)

In accordance with changes in collection policy of the
accounts receivable-trade from wholesalers, The
Company did not provide for any reserve for future
sales rebates from the period.
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NOTES TO NON-CONSCOLIDATED BALAN

CE SHEET

March 31, 2006

March 31, 2007

*1. Authorized stock:
common stock
Outstanding stock
common stock 296,566,949 shares
(includes Treasury stock (common stock) of
10,692,033)

1,100 million shares

*2 Notes related to subsidizries and associated
companies:
Principal assets and liabilities with subsidiaries and
associated companies other than accounts
presented separately are as follows:

.

*2 Notes related to subsidiaries and associated
companies:

Principal assets and liabilities with subsidiaries and
associated companies other than accounts
presented separately are as follows:

Notes receivable-trade ¥37 mil. Notes receivable-trade ¥47 mil.
Accounts receivable-trade ¥21,202 mil. Accounts receivable-trade ¥24 754 mil.
Short-term loans receivable ¥4,735 mil. . Short-term loans receivable ¥5,548 mil.
Accounts payable-other ¥4,213 mil. Other current assets ¥6,847 mil.
Deposits received ¥6,520 mil. | ' Accounts payable-other ¥6,688 mil.
Deposits received ¥7,412 mil.
3. Contingent liabilities: 3. Contingent liabilities:
Warrantee ltem Yen Warrantee ltem Yen
{mil.) {mil.)
Employees Housing Employees Housing
119 110
loans loans
Advances . Advances
. received 142 Eisal received and 90
Eisai Machinery Machinery P {574 thousand
GmbH and others {998 thousand GmbH others from Euro)
from Euro) customers
customers Accounts
The Company cosigns the fol.owing liabilities: payable
Notes: Among the above guzrantee liabilities, those Eisai Europe related land 264
denominated in foreign currencies are translated Lid 7 P purchase, (1,142 thousand
into yen, using the exchange rate at the balance ’ construction | Pound)
sheet date. ' cost and
others

*4 Restrictions on dividends:
Equity increased by valuation of assets, which is
provided in Article 124, ltera3 of the Commercial
Enforcement Regulations, wes ¥19,779 million.

*5.

The Company cosigns the following liabilities:
Notes: Among the above guarantee liabilities, those
denominated in foreign currencies are translated into
yen, using the exchange rate at the balance sheet
date.

*4,

*5. The notes at maturity are regarded as settled on
~ the clearance date.
Since the balance sheet date was a bank holiday,
the notes at maturity on the balance sheet date
was included into the balance of the related
account as follows,

Notes receivable-trade ¥16 mil.
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NOTES TO NON-CONSOLIDATED STATEMENTS OF INCOME

April 1, 2005 -
March 31, 2006

April 1, 2006 -
March 31, 2007

*{_ Total research and development expenses included
and administrative expenses and

*2.

*3.

*4,

*5.

in general
manufacturing costs for the period were ¥92,851
million. The
includes the following:

Retirement benefit costs ¥1,738 mil.
Depreciation expenses ¥5,308 mil.
Principal intercompany transaction:

Sales ¥74,066 mil.
Rent income ¥415 mil.
Principal gain on sales of fixed assets:

Land ¥50 mil.
Principal loss on disposal of fixed assets:

Buildings ¥357 mil.
Machinery and Equipment ¥155 mil.
Tools, furniture and fixtures ¥85 mil.

research and development cost

*1.Total

research and development expenses
included in general and administrative expenses
and manufacturing costs for the period were
¥106,378 million. The research and development
cost includes the following:

Retirement benefit costs ¥16 mil.
Depreciation expenses ¥5,509 mil.
*2. Principal intercompany transaction:
Sales ¥85,310 mil.
*3. Principal gain on sales of fixed assets:
Land ¥199 mil.
*4, Principal loss on disposal of fixed assets:
Buildings ¥290 mil.
Machinery and Equipment ¥113 mil.
Tools, furniture and fixtures ¥101 mil.
Software ¥352 mil.
*5. Loss on impairment of long-lived assels
The company classifies its business property to be
held and used for business operations into asset
groups on the basis of business segments whose
profitability are consistently monitoring. In addition,
leased assets, idle assets and sales rights are
grouped individually. For the period, the
Company booked an impairment loss on the
following asset groups.
Function | Asset Type Status
Idle Machinery and Misato-machi
assets Equipment Saitama
Kakamigahara-shi
Gifu
Investments and | Echizen-machi
other assets Fukui and others
{Other)

As the Idle assets significantly decreased in
market value, a loss on impairment has been
recognized by write-down of the book value to a
recoverable amount as well.

The total loss on impairment of long-lived assets
for the period amounted to ¥81 milion. The
contents of impairment are Investments and other
assets (Other) of ¥42 millions, Machinery and
equipment of ¥33 millions, Tools, furniture, and
fixtures of ¥3 millions. The recoverable amount of
asset group is measured by net realized value. Net
realizable value is based on reasonable estimates
(real estates appraised value by a third-party).
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NOTES TO THE STATEMENTS OF CHANGES IN EQUITY
April 1, 2005 - March 31, 2006 April 1, 2006 - March 31, 2007

Types and numbers of treasury stock
{thousand of stocks)

Treasury stocks
Type of stock Common stock
Number of stocks at the end 10,692
of the previous period
Increase 2,023
Decrease 277
Number of stocks at the end 12,437
of the period

{Note 1) The increase of the treasury stocks (common
stock) is composed of the purchase of 2,000 thousand
treasury stocks, which was resolved by the Board of
Directors held on July 31, 2006, and the purchase of
23 thousand of fractional shares.

(Note 2) The decrease of the treasury stocks was -
caused by exercises of stock options.
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5) LEASE TRANSACTIONS

April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

1. Finance leases other than those that deem to
transfer ownership of the leased property to the
lessee

(1) Acquisition cost, Accumulated depreciation,
Accumulated loss on impairment of long-lived
assets, Net leased property:

(Millions of Yen)

1. Finance leases other than those that deem to
transfer ownership of the leased property to the
lessee

{1) Acquisition cost, Accumulated depreciation,
Accumulated loss on impairment of long-lived
assets, Netleased property:

(Millions of Yen)

——

(3) Actual lease payments, reversal of impairment of
leased property, depreciation expenses, interest
expense, and losses on impairment of long-lived
assets:

Actual lease payments ¥804 mil.
Depreciation expense ¥763 mil.
Interest expense ¥56 mil.

(4) Depreciation method
Leased assets are depreciated over the lease
term by straight-line method with no salvage
value.

(5) Interest expense of the leased assets:
Interest expense of the leased assets is allocated
every fiscal year by using interest method based
on the differences between the total lease
payment and the acquisition cost of the asset that
are considered to be interest -bearing.

2. Operating Leases:

{Loss on impairment of long-lived assets)

None

Acquisition | Accumulated Net Acquisition | Accumulated Net
cost depreciation leased cost depreciation leased
property property
Vehicles Vehicles
and delivery 67 29 38 | || and delivery 68 29 38
equipment equipment
Tools, Tools,
furniture and 2,645 783 1,862 furniture 2,914 1,361 1,552
fixtures and fixtures
Software 142 114 27 Software 47 39 7
Total 2,855 927 1,927 | | | Total 3,030 1,431 1,599
(2) Obligation under financial leases: (2) Obligation under financial leases:
Due within one year ¥800 mil. Due within one year ¥885 mil.
Due over one year ¥1,153 mil. Due over one year ¥751 mil.
Total ¥1,954 mil, Total ¥1,636 mil.

(3) Actual lease payments, reversal of impairment of
leased property, depreciation expenses, interest
expense, and losses on impairment of long-lived
assets:

Actual lease payments ¥938 mil.
Depreciation expense ¥885 mil.
Interest expense ¥65 mil.

(4) Depreciation method
Same as the left

(5) Interest expense of the leased assets:
Same as the left

2. Operating Leases:

(Loss on impairment of long-lived assets)
Same as the left
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6) SECURITIES

Market value of investment in s absidiaries and associated companies

{March 31, 2006)

(Millions of Yen)

Type Carrying amount Market value Difference
Subsidiary 4,279 3,788 {(491)
{Sanko Junyaku Co., Ltd.)
(March 31, 2007) {Millions of Yen)
Type Carrying amount Market value Ditference
Subsidiary 4,279 2,950 (1,329)

(Sanko Junyaku Co., Lid.)
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7) INCOME TAXES

April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

1. Description of main items by which deferred tax
assets and liabilities were calculated.

(1) Current assets:

Deferred tax assets (Millions of Yen)

Entrusted R&D expenses ¥9 134
Accrued bonuses 3,173
Accrued enterprise tax 1,599
Other 2,441
Sub-total ¥16,348
Less valuation allowance (2,392)
Total deferred tax assets ¥13.956
{2) Non-current assets: (Millions of
Yen)
Deferred tax assets
Liability for retirement benefits ¥22,155
Entrusted R&D expenses 9,518
Deferred assets for income
tax purpose 4,709
Other 5,889
Sub-total ¥42 272
Less valuation allowance {3,986)
Total deferred tax assets ¥38,285
Deferred tax liabilities
Net unrealized gain on
available-for-sale securities (¥13,727)
Retained earnings for reduction
of fixed assets costs (84)
Total deferred tax liabilities (13.812)
Net deferred tax assets ¥24.473

2. Reconciliation between the effective income tax rate
and the statutory tax rate:
(%)
Statutory tax rate 41.0
(Reconciliation)
Expenses not permanently deductible for income

tax purposes, such as entertainment

1. Description of main items by which deferred tax
assets and liabilities were calculated.

(1) Current assets:

Deferred tax assets (Millions of Yen)

Entrusted R&D expenses ¥12,830
Accrued bonuses 3,436
Other 3,237
Sub-total ¥19,505
Less valuation allowance {2.854)
Total deferred tax assets ¥16,650
(2) Non-current assets: (Millions of
Yen)
Deferred tax assets
Liability for retirement benefits ¥20,898
Entrusted R&D expenses 15,003
Deferred assets for income
tax purpose 4,565
Other __ 6,039 -
Sub-total ¥46,507
Less valuation allowance (4.048)
Total deferred tax assets ¥42.458
Deferred tax liabilities
. Net unrealized gain on
available-for-sale securities (*13,410)
Retained earnings for reduction
of fixed assets costs (87)
Total deferred tax liabilities (13,498}
Net deferred tax assets _¥28.960

2. Reconciliation between the effective income tax rate
and the statutory tax rate:
(%)
Statutory tax rate 41.0
{Reconciliation)
Expenses not permanently deductible for income
tax purposes, such as entertainment
2.2

expense 2.1 expense

Income not permanently taxable for income Income not permanently taxable for income

tax purposes, such as dividend income (0.2) tax purposes, such as dividend income (0.4)

Tax credit for experiment and research Tax credit for experiment and research

expenses 7.7) expenses (7.4)

Tax credit on IT investment (0.3) Valuation allowance 0.8

Valuation allowance (0.6) Other 0.7)

Other {0.5) Effective income tax rate 35.5
Effective income tax rate 33.8-
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8) PER SHARE INFORMATION

April 1, 2005 - March 31, 2006

April 1, 2006 - March 31, 2007

Book- value per share
Basic eamings per share
Diluted eamings per share

¥1,627.33
¥ 153.56
¥ 153.39

Book-value per share

¥1,644.49
Basic eamings per share ¥150.23

Diluted earnings per share A ¥ 150.01

Note: The basis of the calculation of hasic eamings per share and diluted earning per share are as follows:

April 1, 2005 - March 31, 2006 April 1, 2006 - March 31, 2007
Basic eamings per share
(1) Net income {mi". yen) 43,890 42,803
(2) Amount not attributed to common _ _
stockholders {mil. yen)
(3) Net income related to common :5tock 43,890 42,803
(mil. yen)
{(4) Average number of common stock 285,817 284,911
outstanding {thousand shares)
Diluted earnings per share
Increased number of common stocl: 316 431
{(thousand sk ares)
[subscription rights] (97) (100}
(thousand shares}
[stock option}  (thousand shares) (218) (331)
Diluted securities with no dilutive effects, which
were not included in fully diluted net eamings per
share.
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9) NON-CONSOLIDATED STATEMENTS OF INCOME
(1) Fourth Quarter of FY2006 (three months ended on March 31,2007) (for

reference)
January 1, 2006 - January 1, 2007 - Increase/
March 31 2008 March 31 2007 (Decrease}
Account Title (Millions of Yen) | (%) | (Milions of Yen) | (%) (Mi:';g:)s of
I. Net sales 77,728 |100.0 - 86,601 [100.0 8,872
1, Cost of sales 17,806 | 23.0 18887 | 21.8 981
Gross profit 59,822 | 77.0 67,713 | 78.2 7,891
Provision for sales returns-net (16)] (0.0} (16} (0.0} 0
Gross profit 58,839 | 77.0 67,730 | 78.2 7.891
ll. Selling, general and administrative
expenses
1. Research and development expenses 26,821 (34.5) 28,846 (33.3)
2. Selling, general and administrative expenses 24,447 51,269 | 66.0 26,085 54,931 | 63.4 3,652
Operating income 8,569 | 11.0 12,798 | 14.8 4,228
IV, Non-operating income 463 | 0.6 241 0.3 {221)
V. Non-operating expenses (34)| (0.1} 414 0.5 448
Ordinary income 8,067 | 11.7 12,625 | 146 3,558
V1. Special gain 9 0.0 1,487 1.7 1,477
VIl. Special loss 944 1.2 894 1.2 50
Income before income taxes 8,133 | 105 13,118 | 151 4,985
Income taxes-current 8717 8,306
Income taxes-deferred (6,958) 1,758 2.3 (3,508) 4,797 5.5 3,039
Net income 6,374 8.2 8,320 8.6 1,946
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(2) NON-CONSOLIDATED STATEMENTS OF CASH FLOWS
Fourth Quarter of FY2006 (three months ended on March 31,2007) (for

reference)

Jan. 1, 2006-
Mar. 31, 2006

Jan. 1, 2007-
Mar. 31, 2007

Increase/
(Decrease)

Account Title

{Millions of Yen)

{Millions of Yen)

{Millions of Yen)

|, Operating actlvities

1. Income before income taxes 8,133 13,118

2. Depreciation and amaortization 4,422 4,808

3. Loss on impairment of long-lived assets - 42

4, Increase {Deacrease) in allowance for doubiful accounts 79 (4)

5. Inferest and dividend income {117} (160}

6. Interest expenses 12 20

7. Loss on sales and disposal of fixed assels 355 288

8. Retirement benefit costs 1,294 -

9. Gain on sales of short-term investment and investment securitie} - {1,467)

10. Loss on devaluation of securities 1 -

11. Decrease in notes and accounts; receivable-trade 11,147 3,536

12. Increase in inventories ' (1,596) (2,776}

13. Increase in noles and accounts payable-trade 358 1,881

14. Increase in other current liabilitizs 2,950 7,139

15. Dearease in reserve for retirement benefit - (1,646}

16. Other (1,173) (2,550)

Sub-total 25,868 22,231

17. Interest and dividends received 132 242

18. Interest paid {12) (20)

19. Income tax paid (119) (105)

Net cash provided by operating activities 25,869 22,347 (3,521)
Il. Investing activities

1. Proceeds from sales and redemptions of shorl-term investrmentq 505 3,285

2. Purchases of property, plant and equipment ' (1,391) (2,953)

3. Proceeds from sales of property, plant and equipment 76 5

4. Paymenis for acquisition of business (7,630} (1,542}

‘5. Purchases of investment securities (12,302} (3,327}

6. Proceeds from sales and redemp-ions of investment securities 5,955 5,517

7. Investments in subsidiaries and associated companies {(86) (11,635)

8. Other 13,436 797

Net cash used in invesling activilies (1,437) (9,842) (8,404)
lil. Financing activities 120 231 110
V. Foreign currency translation adjjustments on cash and ©} (©) 0)

cash equivalents

V. Net Increase Iin cash and cash cquivalents 24 552 12,736 (11,816)
VI. Cash and cash equivalents at beginning of period 75,954 33,804 (42,150)
Vi, Cash and cash equivalents at und of period 100,507 46,540 {53,968)
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6. Others

PROPOSED CHANGES OF CORPORATE OFFICERS (effective as of
June 22, 2007)

1) Change of Representative Officer
Candidates for New Representative Officer
Makoto Shiina currently Executive Vice President, Strategy, to be appointed as

Representative Executive Officer and Executive Vice President

2) Change of Corporate Officers
(1) Candidate for New Board Members

Norihiko Tanikawa currently President and Representative Director, Chugai Trading Co.,

Ltd. to be appointed as Outside Board Member

(2) Expected Resignation of Board Members

Naoto Nakamura currently Qutside Board Member

(3) Candidates for New Executive Officers

Kiyoshi Hasegawa currentty Director, Marketing Channel Management, Prescription
Drug Division

Masanori Tsuno currently President, Eisai Medical Research Inc.

Takafumi Asano currently Deputy General Manager, Production and Logistics,
Transformation

Kenta Takahast.\i currently Director, Legal

Edward Stewart Geary currently Deputy Director, Corporate Regulatory Compliance, Quality

Assurance Headquarters

(4) Expected Promotion of Executive Officers

Nobuo Deguchi currently Senior Vice President, Internal Control, Compliance, Legal
Affairs, Intellectual Property, to be appointed as Executive Vice
President

Hideshi Honda currently Vice President, Japan Business Headquarters, to be
appointed as Senior Vice President

Hajime Shimizu currently Chairman & CEOQO, Eisai Inc., President, Eisai Corporation of
North America, to be appointed as Senior Vice President

Hideki Hayashi currently Vice President, Business Development, to be appointed as

Senior Vice President
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(5) Expected Resignation of Executive Officers

Yoiji Takaoka
Jiro Hasegawa

Toshio Arai

3) List of Board Members

Haruo Naito
Tadashi Temmyo
Shintaro Kataoka
Tetsushi Ogawa
Tadashi Kurachi
Ikujiro Nonaka
Tadahiro Yoshida
Yoshiyuki Kishimoto
Ko-Yung Tung

Shinji Hatta

Norihiko Tanikawa

currently Senior Vice President, to be appointed as Corporate Advisor
currently Senior Vice President, 1o be appointed as Corporate Advisor

currently Senior Vicela President, to be appointed as Corporate Advisor

currently Director, President and Chief Executive Officer (CEO), to be
appointed as Director, President and. CEO

currently Board Member, to be appointed as Board Member

currently Board Member, to be appointed as Board Member

currently Board Member, to be appointed as Board Member

currently Outside Board Member and Chair, to be appointed as
Qutside Board Member and Chair

currently Qutside Board Member, to be appointed as Outside Board
Member '

currently Qutside Board Member, to be appointed as Outside Board
Member

currently Outside Board Member, to be appointed as Outside Board
Member

currently Outside Board Member, to be appointed as Outside Board
Member

currently Outside Board Member, to be appointed as Outside Board
Member

currently President and Representative Director, Chugai Trading Co.,
Ltd. to be appointed as Qutside Board Member

Note: Tadashi Kurzaichi, lkujiro Nonaka, Tadahiro Yoshida, Yoshiyuki Kishimoto, Ko-Yung Tung,

Shinji Hatta and Norihiko Tanikawa are candidates who meet the requirements of an

Quiside Director set forth in ltem 15 of Article 2 of tha Commercial Code of Japan.

4) List of Executive Officers

Haruo Naito

Soichi Matsuno

Hideaki Matsui

currently Representative Executive Officer and President and Chief
Executive Officer {CEQ), to be appointed as Representative Executive
Officer and President and CEO

currently Representative Executive Officer and Deputy President,
Global Pharmaceuticals Business, Global Human Resources, to be
appointed as Represeptative Executive Officer and Deputy President
currently Representative Executive Officer and Executive Vice
President, Management Affairs, Human Resources to be appointed as

4
Representative Executive Officer and Executive Vice President
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Makoto Shiina

Nobuo Deguchi

Kentaro Yoshimatsu

Kenji Toda
Hideshi Honda
Hajime Shimizu
Hideki Hayashi
Hiroyuki Mitsui
Norio Kano

Yukio Akada
Hisashi Tanaka
Yutaka Tsuchiya
Noboru Naoce
Yasushi Okada
Seiichi Kobayashi
Akira Fujiyoshi
Kiyoshi Hasegawa
Masanori Tsuno

Takafumi Asano

currently Executive Vice President, Strategy, to be appointed as
Representative Executive Officer and Executive Vice President
currently Senior Vice President, Internal Control, Compliance, Legal
Affairs, Intellectual Property, to be appointed as Executive Vice
President

currently Senior Vice President, Research and Development, President
of Eisai R&D Managernent Co. Ltd., to be appointed as Senior Vice
President

currently Senior Vice President, Government Relations, to be
appointed as Senior Vice President

currently Vice President, Japan Business Headquarters, to be
appointed as Senior Vice President

currently Chairman & CEO, Eisai Inc., President, Eisai Corporation of
North America, to be appointed as Senior Vice President

currently Vice President, Business Development, to be appointed as
Senior Vice President

currently Vice President, General Affairs, Environment and Safety
Affairs, Information System, to be appointed as Vice President
currently Vice President, Corporate Regulatory Compliance, Quality
Assurance, to be appointed as Vice President

currently Vice President, Asia, Oceania and Middle East Business, to
be appointed as Vice President

currently Vice President, Clinical Research, Japan, to be appointed as
Vice President

currently Vice President, President of Eisai Europe Limited, to be
appointed as Vice President

currently Vice President, Deputy General Manager of Japan Business
Headquarters, to be appointéd as Vice President

currently Vice President, Business Planning, Japan Business
Headquarters, to be appointed as Vice President

currently Vice President, Discovery and Development Research
Headguarters of Japan, to be appointed as Vice President

currently Vice FPresident, Corporate Communications, Investors
Relations, to be appointed as Vice President

currently Director, Marketing Channel Management, Prescription

Drug Division, to be appointed as Vice President

currently President, Eisai Medical Research Inc., 1o be appointed as
Vice President

currently Deputy General Manager, Production and Logistics,

Transformation, to be appointed as Vice President
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Kenta Takahashi currently Director, Legal, to be appointed as Vice President
Edward Stewart Geary currently Deputy Director, Corporate Regulatory Compliance, Quality

Assurance Headquarters, to be appointed as Vice President

Note: Haruo Naito, President and CEO (Representative Executive Officer), will serve as

Director on the Board.

5) Proposed Candidates of Nomination, Audit and Compensation Committees
Members

(1) Nomination Committee
Chair: Ikujiro Nonaka
Members: Tadahiro Yoshida
. Ko-Yung Tung

(2) Audit Committee
Chair: Shinji Hatta
Members: Yoshiyuki Kishimoto

Norihiko Tanikawa
Tadashi Temmyo

Shintaro Kataoka

(3) Compensation Committee
Chair: Tadahiro Yoshida
Members: tkujiro Nonaka

Ko-Yung Tung

(4) Independent Committee of Outside Directors

Chair: Tadashi Kurachi
Members: lkujiro Nonaka
Tadahiro Yoshida

Yoshiyuki Kishimoto
Ko-Yung Tung
Shinji Hatta

Norihiko Tanikawa

6) Career of Candidates fo.r New OQutside Board Members and New
Representative Officer
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(1) Career of Candidates for New Outside Board Members
Name: Norihiko Tanikawa
March 3, 1945 (age 62)

Date of Birth:

Career:

Apr. 1968
Dec. 1990

Mar. 1993

May. 1995

Sep. 1998
Dec. 1999

Jan. 2002
Jun. 2002

Jun. 2004

Jun. 2006

Joined The Fuji Bank, Limited
Managing Director,

Fuji Wolfensohn International, New York

Senior Managing Director and Representative Director,

Fuji ‘Wolfensohn International, New York
General Manager, Business Development Dept.
The Fuji Bank Ltd., Head Office

Head Office General Manager, The Fuji bank Ltd.
Managing Director,

Fuji Corporate Advisory Ltd.

Advisor to the President of NSK Ltd.

Senior Vice President, Deputy Head,

Corporate Planning DIV. Headquarters
Department Head, Business Strategy Dept.
NSK Lid.

Senior Vice President

Head, Compliance DIV. Headquarters
Department Head, Business Strategy Dept.
NSK Lid.

President and Representative Director,
NSK-Chugai, Ltd. (current)

(2) Career of Candidates for New Outside Board Members and
Representative Officer

Name:
Date of Birth:

Career:

Makoto Shiina

April 1, 1946 (age 61)

Mar. 1969
Oct. 1999
Jun. 2000
Jun. 2001

Jun. 2003

Jun. 2004

Jun. 2005°

Jun. 2005

Join Eisai Co., Ltd.

Director, Corporate Planning
Corporate Officer

Business Development

Senior Corporate Officer

Senior Vice President

Executive Vice President (current)

Strategy (current)

HiHH#
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* All amounts are rounded to their nearest specified unit ufnless stated as "rounded down".

* Currency exchange rate utilized in the reference data are noted in the table below.

* All amounts of'overseas profit and loss are converted into yen values based upon the average
exchange rates for the pariods shown in the table below.

Currency Exchange Rates . ‘

A USRS EU-Y s i UKL
RIS WD TS TR AT IR Lo £ S IS DR HUSS): (WEUROQ) &+ (/g) !
(Apr. 2003 - Mar. 2004) Fiscal Year Average Rate | 1i3.07 132.60 191.00
{Mar. 31, 2004) Fiscal Year End Rate : 105.69 128.88 193.09
{Apr. 2004 - Mar. 2005) Fiscal Year Average Rate ’ i 107.54 135.18 198.38
(Mar. 31, 2005} Fiscal Year End Rate 107.39 138.87 202.03
ﬁ(Apr7260g Mar. 2008} Fiscal Year Av'é;agieéhéie - - _11331 13785 . 202“16 -
{Mar. 31, 2006} Fiscal Year End Rate 117.47 142.81 205.16
(Apr. 2006 - Mar. 2007) Fiscal Year Average Rate : T {1702 15008 22158
(Mar. 31, 2007) Fiscal Year End Rate | 1 'IB_OE - 1§7.33 ____25317_11_
Fiscal Year Ending March 31, 2008 Forecast Rate | 115.00 150.00  220.00

Forward-looking Statements and Risk Factors |

Materials and information proavided in this financial disclosure may contain “forward-locking statements” based on
current expectations, business goals, estimates, forecasts, 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, ar‘pd general domestic and international economic
conditions such as interest rate and currency exchange ﬂuctuat]ions.

Certain risk particularly apphr with respect to the Company-related forward-looking statements, Risk factors
associated with our business include, but are not limited to, challenges arising out of global expansion, uncertainties
in new drug development, risks related to strategic alliances with partners, healthcare cost-containment measures,
intensified compstition and litigation with generic drugs, risks related to intellectual property rights, possible incidence
of adverse events, complianze with laws and regulations, litigations, closure or shutdown of factories, safety issues of
raw materials used, risks related to outsourcing, environmental:issues. risks related to IT security and information
management, conditions in the financial markets, and foreign exchange fluctuations. The risk factors menticned
above are based on the anaiysis made by Eisai Co. Ltd. as of t?e date this document was published.




l. Consolidated Financial Highlights

1. Statements of Income Data (bllhons ofyen)
@arsEndedlE‘ dlng Marc"":{ N ; : 24 .

Net sales '500.2 674.1 1121 720. 0
Cost of sales 97.2 109.3 104.6 113.0
RA&D expenses 69.0 108.3 116.1 124.0
SGA&A expenses 250.9 351.2 1141 371.0

- Operating income 831 105.3 110.0 112.0

Ordinary income 83.4 110.5 110.4 115.0

Net income 50.1 70.6 111.4 75.0

inc./{Dec.}

Dividend on equity (DOE, %) 26 3.7 5.3 6.4 1.1 6.5

Return on equity (ROE, %) 124 12.6 13.0 13.2 0.2 13.3

Dividends payout ratio (DPR, %) 20.9 29.0 40.6 48.4 7.9 49.4

Dividend per share {DPS, yen) - 36.0 56.0 90.0  120.0 300 1300

Earnings per Share (EPS, yen} 1724 193.4 221.9 247.8 26.0 263.3

* "Cost of sales” includes "(Reversal of) Provis on for sales returns-net”.

2 Balance Sheets Data ‘ (bllllons of yen)

Total assets . 515.8 . 747.2 792.1 44.9

Equity 4281 . 528.5 562.7 34.2
Equny Mlnorlty |nterests Stock :lCQUISItIOﬂ rights 419.5 . 519.2 552.5 33.2

(Equity - Minority mterests Stock acquisition rights)/Total aas_et—s (%)_ S '68.1 . ‘ 695_ __-69..7 0.3

*Past data have been reclassified in accordante with the new segmentation of this fiscal year.

3. Capltal Expendltures and Depreclatlon/Amortlzatlon (bllllons of yen)
Capital expenditures 28.7 . 37.0 52.0 15.0 87.0
Property, plant and equipment 25.4 . 21.0 23.2 2.3 35.0
Intanglble assets ' 33 27. 16.1 28.8 12.7 52.0
Deprematlon/Amortlzatlon - 185 224 25.0 26.8 1.8 315

* "Depreciation/Amonrtization® value represents depreciation for “Property, plant and equipment® and amortization for "Intangible assets”.

4, Statements of Cash Flows Data ! (bllhons of yen)
Years ‘Ended March. 31 i Sl i ciete Y . 2004, . _ 5 2008 v,.» 2007824, Inc./
1'1 « 1. PO AT b ol 7 R P XS ey  Ee A GEEADAL 5528 (Dec.)
Net cash prowded by operating activities ' 727 49.2 87.1 81.2 (5.9
Net cash used in investing activilies (27.3) (37.5) (29.5) (55.2) (25.7)
Net cash used in financing activities ' (21.4) (16.7) (21.8)  (40.6) (18.8)
Cash and cash equivalents at end o fiscat year 146.1 1424 183.3 171.1 (12.2)
Free cash flows ' 489 105 436 286  (14.9)

* “Free cash flows® = “Net cash provided by of erating activities* - {"Capital expenditures” + “Payments for acquisition of business®)

Reference Data [Consolidated] 1 May 15, 2007/Eisai Co., Ltd.



Il. Consolidated Staternents of Income

1 Consohdated Statements of Income

(blll:ons of yen)

%
5 *§Sales i

b . & %s:,%_{%’ﬁ@h 27
Net sales 601.3 100. 0 674 1 100. 0 1121 72.9
Costofsales T 1045 174 1094 162 1046 49
Provision for sales returns-net (0.0} (0.0 ;(0.1) 0.9 L (0.1)
Gross profit 496.7 82.6 5J64.8 B 8318 113.7 6841
R&D expenses 932 155 108.3 161 1161 15.0
SG&A expenses 307.8 51.2 351 2 52.1 1141 43.5
Operating income 957 159 1053 158 1100 9.6
 Non-operatingincome:
Interest and dividend income 3.9 ¢ 6.1 22
Other 1.1 0.5 (0.6)
_ Totalnon-operatingincome 50 08 66 10 18
Non-operating expenses: '
Foreign exchange loss - 0.7 0.7
Cther 0.7 | 0.7 (0.0)
h Total non-operatmg expense 0.7 o1 ] 17 0.2 0.7
Ordinary income 1000 166 ?1—6"5“ 164 1104 104
Special gain: S
Gain on sales of investment securities 0.0 '1.7 1.7
Other 0.2 ! ,0:2 0.0
Total special gain TTTT 62 Toa 9 03 17
Specnal loss: S
Loss on disposal of fixed assets,’
loss on impairment of long-lived assets 11 ‘ 13 0.3
ﬁct::s:;ﬁ;e:szrer;:rtlzahon expenses of 26 . (2.6)
Other 0.5 0.7 0.2
" Total special loss ] 41 07 20 03 (2.1
Income before income taxes and rinority o o oo
interests 96.1 160 1 ‘10.3 16.4 1148 143
Income taxes-current 471 79 477 71 101.2 0.6
Income taxes-deferred (149 (25 (85 (1.9 6.4
Mingrity interests in income 0.4 o1 05 0.1 0.1
Net income 63.4 10.5 ?0.6 105 111.4 7.2

Net sales

<Increase Factor(s)>

Increase in sales of
Aricept and
Aciphex[Pariet

Research and
development expenses
<Increase Factor(s)>
Advanced in clinical
studies

*Past data have been reclassified in accordance: with the new segmentation of this fiscal year.

Reference Data [Consolidated] 2

May 15, 2007/Eisai Co., Ltd.



2. Financial Results by Business Segment

2-1 Consolidated Net Sales by Busmess Segment (by Geographlcal Segment)(bllhons of yen)
Years Ended Ma h 315 %o "2005 il s 2008 5

"**it‘. & ¢ 3 SIS TR SN IV Y S5
Net sales to customers 500.2 533.0 601.3
— =T N g e I
Pharmaceuticals 476.6 511.0 579.8
[Ratio of in-house developed products] (%) [90.8] [89.1] [88.8]
Japan 239.8 247.7 265.4
North America 193.5 2135 2521
Europe 33.6 37.9 446
Asia and others 9.9 11.9 176
Other 23.4 22.0 21.4
Japan 21.2 20.6 19.6
Qverseas 22 1.5 1.8
* Net sales for each segment are those to exteinal customers.
* Major areas and countries included in each citegory:
1. North America: The U.S. and Canada
2. Europe: The United Kingdom, France, Ge 'many, eic,
3. Asia and Others: East Asia, South-East Asia, and Latin America, etc. (excluding .Japan)
2-2 Consolldated Operatmg Income by Busmess Segment (bllllons of yen)

Operat:ng income 95.7 105.3

Pharmaceuticals B4.6 8_8.:1 ) 98.4 108.1
Other - 1.4 2.0 24 1.7
Eliminations and corporate . (3.0 (3.6) {5.0) (4.5)

Reference Data [Consolidated] 3 May 15, 2007/Eisai Co., Ltd.




3. Geographical Segment Information

3- 1 Consohdated Net Sales by Geographlcal Segment (billions of yen)
) 20045y + 2005 ¢, [

Net sales to customers | 500.2 533.0 601.3 674 1
Tapan T T T Tos0n 2883 2851 2022
North America _ ! 194.5 2145 253.1 303.4
Europe | 34.8 38.3 45.5 54.8
Asia and others | 9.9 11.9 17.8 23.7
Overseas sales : 239.2 264.7 316.2 381.9
Overseassales (%) 1 a8 497 526 567
* Net safes for each segment are those to extarnal customers. I
3-2 Consolidated Operatmug Income by Geographlcal Segment (bllitons of yen)

iYears Endedf March"’ 1 e TR

':' 20()4 ¥ iy

Operating income T AM_B_?'_-L____ES-E - 9§?___ _1_05_3_
Japan 7.9 74.4 74.2 728
North America ' 10.9 1.4 225 - 28.8
Europe : 3.4 35 46 4.1
Asia and others 1.8 21 2.8 4.0
Eliminations and corporate : (5.0) {(4.5) (8.4) (4.4)

4. Overseas Sales . (billions of yen)

teﬁ?STE!ﬁ@éa March‘g(\h T ﬁq(?i‘f‘f 008, r—
Attt H ik SR Bk Kt 3 s R 5

Net sales 500.2 533.0 601.3 6741

" Overseassales cT T 2623 2881 3439 4108

North America : 202.3 2228 2623 3120
Europe 47.9 51.2 61.7 72.2
Asia and others . 12.0 14.1 ‘ 19.9 26.5

Overseas sales (%) S T T 24 a1 512 609

* Major areas and countries included in each ¢ategory:
1. North America: The U.5. and Canada
2. Europe: The United Kingdom, France, Germany, etc.
3. Asia and Others: East Asia, South-East Asia, and Latin America, etc. (excluding Japan)

Reference Data [Consolidated] 4 May 15, 2007/Eisai Co., Ltd.
|




5. Global Product Sales (E:isai Territory Sales)
5-1 ARICEPT Sales by Geographlcal Area

Years Ended March 31 i
Japan ¥ BIHIOHS 284 361 _42_._3 L _4WQ._ 7
u.s. ¥ Billions ‘ 87.9 97.6 119.9 162.2
[U.S. $ Millions] 7] [907]  [1,088] [1,386]
UK ¥ Billions . 1.0 1.0 1.1 1.2
[UK £ Millions] | 5] (51 5] - (6]
France ¥ Billions | 1556 19.1 21.0 25.8
[Euro Millions] * 1171 [141] [153] [172]
Germany ¥ Billions \ 6.2 7.1 7.8 7.4
(Euro Millions) | 47 [53] (571 [50]
Europe Total ¥ Billions 22 B 27 2 29.9 34 5
rope folal YRHons L st i el
Asia ¥ Billions 1 25 29 4.4 6.6
Total ¥ Billions | 141.6 162.9 1965  252.9

* Sales forecast for Eisal sales territories for thi: year ending on March 31, 2008 is ¥2BT4.D billion.

5-2 ACIPHEX/PARIET Sales es by Geographical Area

Years: Endedi} fat ) T S M3 20048385, 20067 11 1iv= 2006 gkl s 200
Are" -" o Ly : ¥ Sl o il : R o '.'f‘:r‘-:{
Japan ¥ Billions l 19.4 276 30, 7
U.S. ¥ Billions ‘ 105.5 104.1 114 3 126 9
[U.S. $ Millions] | [933] [968] [1,009] [1,084]
. - .- . . | - . R _— e -

UK ¥ Billions | 6.2 5.5 5.1 3.3
[UK £ Millions] ‘ [331 [28] [25] [15]

Germany ¥ Billions | 1.1 1.2 1.4 2.5
[Euro Millions) [} [e] [10] [17]

ltaly ¥ Billions 25 6.3
[Euro Mllllons] : - ] [] 8] [42]
- el e oo S .o . S
Europe Total ¥ Bllllons | 7.3 6 B 9.0 _121
Asia ¥ Bllllons | 1.6 2.1 35 4.6
Total ¥ Billions 1 129.0 132.3 154.5 174.3

* Sales forecast for Eisai sales territories for tha year ending on March 31, 2008 is ¥179.5 billion.

5-3 ZONEGRAN Sales by Geographlcal Area |

YYears Ended March 31 e

kreg%@%i NARR T Sk TR D : S SR .

U.s. ¥ Billions ‘ - 1.1 12.7 3.1
[U.S. § Millions] | I-1 {104] [112] [27]

Europe, Aéia ‘¥ BI"IOI‘IS‘;iiip” o | e R '0.0 - _6.-5 _ ‘_Ié

?c-‘jal o ¥ Billions - 111 13.14 4.9

e e o . e ST e
| . .
\

Reference Data [Consolidated] 5 May 15, 2007/Eisai Co., Ltd.
f
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<Reference> [Non-Consolidated]

Eisai Inc. (U.S.)/Pharmaceutical Sales, Production
[Years,Ended March 3Ty RS I ;

2005 . 2

Net sales ¥ Billior s | 196.1 2152 2547  305.6

[U.S. $ Millions] {1,734] [2,001] [2,248] {2,612]
|

Operating incorme ¥ Billiors | 10.0 10.3 18.6 274
[U.S. § Millions] [88)] [96] [164] [231]

Net income ¥ Billior s | 6.0 6.6 13.0 19.3
[US. $ Millnons] (52) [62] [115] [165]

O, e e _ U U U o T

Operatmg income before ¥ Billiors | 34.1 43.2 54.2 72.9

royalty deduction [U.S. $ Millions] {301] [402] [479] [623]

L

Eisai China Inc. (Chma)/PharmaceutlcaI Sales, Productlon
%ﬁm Eﬂded?D“eEé‘rﬁB‘er '3 g TR R T

ok 2006‘}35% 2007,
L i psv ‘i

3.8 4.8 6.6

Net sales ¥ Billior s

i

1
[Chinese RMB Miltions] ! [273] [364] [490] [606]
Operating income ¥ Billiors * 1.0 1.0 1.3 1.4
[Chinese RMB Millions) l [6€] [78] (97] [97]
Net income ¥ Billior s ‘ 0.8 0.9 13 1.2
' [Chinese RMB Millions) ‘ [59]) [72] [95] [84]

*The fiscal year of Eisai China Inc. ends on Dec¢ ember 31. Figures showed above |nd|cale results for 15 months from January 2006 to March 2007 as the result of
provisional financial settlement conducted at the date of consolidated financial sefliement adopted from this fiscal yeas.
* Average rate of Japanese yen to Chinese RM 3

January 1 to December 31, 2003 14.01 yen/Chinese RMB
January 1 to December 31, 2004 13.07 yen/Chinese RMB
January 1 to December 31, 2005 13.45 yen/Chinese RMB
January 1, 2008 to March 31, 2007 14.75 yen/Chinese RMB I

Elsal Korea Inc. (South Korea)/Pharmaceutlcal Sales

lwi‘)

.,.-:;f; 'ﬁ r'@'-‘-l £tk R i AT E R s i . ST -
1
Net sales ¥ Billior s ‘ 23 2.7 54 7.5
[Korear Won Billions] [24] [28] [48] [60]
Operating income ¥ Billior s ; 0.3 0.4 0.6 1.1
[Korear Won Billions] | [3] [4] [5] 9]
[
Net income ¥ Billiors ‘ 0.2 0.3 0.3 0.8
[Korear Woen Billions] l [2] i3] [3] [6]
* Average rate of Japanese yen to Korean Won l
April 1, 2003 to March 31, 2004 0.0858 yen/Korean won
April 1, 2004 to March 31, 2005 0.0977 yen/Korean won
April 1, 2005 to March 31, 2006 0.1126 yen/Korean won {
April 1, 2006 to March 31, 2007 0.1243 yen/Korean won

l
|
Reference Data [Con.;solidaled] 6 May 15, 2007/Eisai Co., Lid.




6. SG&A Expenses
6-1 R&D Expenses , {billions of yen)
:‘(earS"Ended/Ending March 31, ¢ i ; : 480 3T

Net sales 500.2 533.0 601.3 674.1 720.0

R&D expenses . 69.0 78.3 93.2 108.3 7134 0
Ratio of R&D expenses to net sales (%) | 13.8 14.7 15.5 16.1 17.2
1
|
6-2 SG&A Expenses , (bllllons of yen)

_,s

ﬁrs Ends dlEndmg'M‘”" 11318

: 2006 iz7%, 2007)
it —"V et ‘i%i?iw’:

Net sales | 5002 533.0 6013 674.1
SGA&A expenses | 250.9 269.4 307.8 351.2
Personnel expenses ' 589 60.8 64.5 72.2 -
Marketing expenses , 161.9 171.9 198.2 230.6 -
Administrative expenses and others | 304 36.6 45.1 48.4
Hat];}rééé;!w\_e;penses to net sale= t%) o o |_502 a 505 ) 51-{_._“"—5.:?:1_ o 51.5
|
6-3 SG&A Expenses (Includlng FI&D Expenses) (bllllons of yen)
Net sales ! | 500.2 533.0 601.3 674.1
SG&A expenses (mcludlng R&D expenses) . 319 9 347.7 401.0 459 5 495.0
:;t;g 0(;{, )SG&A expenses including R&D expenses to net | 64.0 5.0 66.7 68.2 68.8
7. Consolldated Personnel Informatlon | (persom)

‘ﬁ: *200?

5,144 5,334

1,787 1,975

650 765

1,500 1,575

7,700 8205 9,081 9,649
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Ill. Consolidated Balance Sheets

1. Consolldated Balance Sheets <Assets> ~

(billions of yen)

March 31 ey 1*'? .ﬁ'ﬁ"' = oY * - Inc |+ <Explanation>:.
e KUt R o (Dec) [N TR
Current assets: I
Cash and cash in bank 74,2 g9.8 15.6 Cash and cash in bank
Notes and accounts receivable-trade 148.7 162.2° 13.5 ::::::s?;c;:;tserm
Short-term investments 120.0 90.3 {29.7) <Decrease Factor(s)>
Inventories 44.9 52.8 7.8 ;’;cr;gl;gtea:oquisition
Deferred tax assets 29.3 33.2 39
Other 15.8 13.4 (2.4
Allowance for doubtful recelvables (0 3) {0.4) (0.0)
Total current assets - 4326 579 4412 557 1020 86
Fixed assets:
Property, plant and equipment:
Buildings and structures 66.7 74.4 77
Machinery, equipment and vehicles 25.5 24.6 (0.9
Land 171 18.0 1.0
Construction in progress 9.3 4.9 (4.4
Other 10.1 11.9 1.7
Total prc;perty, plant and equipment 126.7 17.2 12’33.8 104.0 55
Intanglble assets: - ‘ . -
Sales rights 28.7 46.0 17.3
Other 14.6 16 6 2.0
~Intang|b1e assets 43:2 58 62 6 144.9 19'.4 ' Intangible assets
Investments and other assets | 7T slnorease Pactor(s)>
Oncalogy products
Investment securities 105.5 111.9 6.4 acquisition
Long-term loans receivable 0.1 | 0.0 (0.0)
Deferred tax assets 27.6 32.6 5.0
Other 104 io 7 0.3
Allowance for doubtful accounts {0.8) (0 7) 0.1
Total investments and other assets 1427 191 1545 1082 117
Total fixed assets 3146 421 3509 115 363
Total assets 747.2 100.0 792.1 106.0 44.9

*Past data have been reclassified in accordance: with the new segmentation of this fiscal year.
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{billions of yen)

2. Consolldated Balance heets <L|abll|t|es and Equ:ty>

March 31* : & .‘f.)(oYf . Inc./ <Expl'a‘n’?tlon‘>,_;.'
STLDTE S LN "% (Dec) B
Current liabilities:
Notes and accounts payable-trade 24.4 19.3 (5.1}
Short-term borrowings 0.4 0.2 (0.2}
Accounts payable-other/accrued expenses etc. 95.8 109.3 13.6 Accounts payable-
other/accrued
Income taxes payable 234 22.0 (1.4)  expenses etc.
Reserve for sales rebates 27.8 35.1 7.2 ET:Q?@?; l;efictor(sp
Other 6.3 5.8 (0.5} business in the U.S,
Tcital -current liabilities o _178.2 23 9 161_?- 2;2 107 6 1:-3.6
" Long-term liabilities: T . - '
Deferred tax liabilities a1 I 0.1 0.0
Liability for retirement benefits 356 : 31.8 (3.8)
Retirement allowances for directors 1.3 13 0.0
Other 3.8 ' 4.4 0.9
Total Vk;n-g_t-c-erm Ilabtlmes 40.86 5.:4 ) 376 - 4A8_ m928 -(é.é)
Total liabilities o 2187 203 2294 290 1049 107
Owners' equity: '
Common stock 45.0 45.0 -
Capital surplus 55.2 55.2 -
Retained earnings 429.0 469.6 - 408
Treasury stock (31.9) (42.2) (10.3) Treasury stock
Total owners' equity 4973 666 527.6 66_6 106.1 303 Lzz?t‘;;;ﬂ"" from
Net unrealized gain and translation adjustments 20.3 199 (0.5) <Increase Factor(s)>
_ FoEqigrl_ currency translation adjus:rnents_ 1.6 5.0 - 3_.4 gz?;":a':;r; szn
:gitj;tr::; :tr;realfzed gain and tralTsil.a‘taon B 21.9 2_9 2 4:9 B 31 _ 1135 -2.9 ;hrigﬁs; rg}s\l::?;?'ares)
Stock acqmsmon rights - - 03 0.0 - 0.3
Mm;r;t_y interests - 9.3 1.2 9.9 1.3 106.9 0.6
Total equity S 5285 707 5627 71.0 1065 342
Total liabilities and equity 7472 1000 7921 100.0 106.0 44.9

*Past data have been recassified in accordance with the new segmentation of this fiscal year,
|
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3. Stock Information
3 1 Issued Stock and Shareholder Informatlon As of March 31, 2007
byl FR er ot il s v ] "i"i“'l?;; zi Number of Wx&,&"rAverage%Dlumber of

Feroldersed Shares per. Shareholder

areholders
i E? (persons)'alrjﬁw“ ¥ ’*ﬁg“%é (SharBS)

1,100, 000 000 shares 296,5166 949 shares [12 437,41 2 shares] 42,849 6,921
* Number of shares of outstanding includes nurr ber of treasury stocks.

3-2 Top 10 Shareholders , As of March 31, 2007
N:ppon L|fe Insurance Company A 15,327 517
The Master Trust Bank of Japan, Ltd. (Trust Account) 14,856 5.01
Saitama Resona Bank, Limited ' 12,398 4.18
Japan Trustee Services Bank, Ltd. (Trust Account) 11,735 3.96
The Chase Manhattan Bank N.A. London S.L. Omnibus Account 10,250 3.46
Mizuho Corporate Bank, Ltd. 5,630 1.90
Eisai Employee Shareholding Association 5,526 1.86
Nomura Securities Co., Ltd. 5,355 1.81
Sumitorno Life Insurance Company 5,000 1.69
State Street Bank and Trust Corr pany 505103 4,886 1.65

* Treasury stock (12,437 thousands shares, 4.13%)} is excluded as it has no voting rights.
* Number of shares less than one thousand has been omitted.

3-3 Number of Shareholders by Category ‘ {persons)
DAt T P : i g Ine.|

bl , ! R “3%% (Dec.

Financial Institutions ‘ 170 06 20
Securities Companies | 41 0.1 22
Other Japanese Corporations 1,037 a5 44
Corporations Outside Japan, etc. : 509 1.7 32
Treasury Stock | 1 0.0 -
Individuals and Others . 28,261 941 40,973 95.8 12,712
Total 30,019 100.0 42,849 100.0 12,830
3-4 Number of Shares Held by Category (1 000 shares)
' O i %«lﬁ% 2006~,, 2 EOTNEN Al et . Inc./
o AT o o T 3R W31 Mar: b 45 . o i (Dec)
Financial Institutions 119,347 40.2 114,782 38.7 (4,564)
Securities Companies 9,692 3.3 13,522 4.5 3,829
Other Japanese Corporations 19,889 6.7 22,799 7.7 2,910
Corporations Qutside Japan, etc. 99,781 33.7 92,214 311 (7,5686)
Treasury Stock 10,692 36 12,437 4.2 1,745
Individuals and Others A 64 125 40,810 13.8 3,646

Total 296,566 100.0 296,566 100.0 -

* Number of shares less than one thousand has been omitfted.
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3-5 Breakdown of Shareh'olders Holdlng Slze/Number of Shareholders ' (person<)

RN
A R e
1 million shares and over I 56 0.2
100,000 ~ 999,999 shares 169 0.6
10,000 - 99,899 shares 690 23
1,000 ~ 9,999 shares | 8,999 30.0 9,878 ‘23.1 879
100 ~ 999 shares 16,876 56.2 28,552 66.6 11,676
less than 100 shares - 3,229 10.7 3,459 8.1 230
Total ) . 30,019 100.0 42,849 100.0 12,830
ares)

{1,000 sh.

3-GBreakdown by Shareh older Holdmg Slze/Number of Shares Held

199,592 67.3 188,110 63.4 (11 ,481)

1 million shares and over

100,000 ~ 999,999 shares 55,268 18.6 60,735 205 5,467
10,000 ~ 99,899 shares 17,521 59 19,568 6.6 2,046
1,000 ~ 9,999 shares 20,166 6.3 21,572 7.3 1,405
100 ~ 999 shares 3,888 1.3 6,443 2.2 2,554
less than 100 shares 130 0.1 136 0.0 6
Total 206,566 100.0 296,566 100.0 .

* Number of shares less than one thousand has been omitted.

Reference Data [Consolidated] 11 May 15, 2007/Eisai Co., Ltd.




IV. Consolidated Statements of Cash Flows

(billions of yen)

Operating activities:

Income before income taxes and rainority interests g96.1 110.3 14.3

Depreciation and amortization 25.0 26.8 1.8

Net increase (decrease) in notes end accounts

receivables/payable-trade and inventories 0.8 (23.6) (24.4)

Accounts payable-other/accrued expenses etc. 13.9 10.4 (3.4)
Others (6.9) 0.4 7.3
[Sub-total] o 1289  124.4 (4.5)
Interest paid/received 3.5 58 22
Income taxes paid (45.4) (48.9) (3.5}
Net cash provided by operating activities - 73?1” mmmé[? B _(5_9)
Investing activities:
gjg::zlszx;z?d|tures!payments for acquisition of (43.5) (52.5) (0.1)
Purchasesfproceeds from sales of siecurities etc. (3.9 (1.9) 2.0
Others 17.9 (0.8) {(18.7)
Net cash used in Investing activitie_; S o EZS_ST_—Tss_En_ _(_257)
Financing activities:
Dividends paid - (21.4) {29.9) {8.5)
Purchase of treasury stock . {11.1) (11.1)
Cthers (0.4} 0.4 0.8
Net cash used in financing activitiss @18  (40.6)  (18.8)
o e aratn sk 2 25 e
Net increase {decrease) in cash—and cash equwalents - _—46; {1 25 o (530—)
Cash and cash equivalents at begirining of fiscal year 142.4 183.3 40.8
Cash and_ ::;sh equivalents at end of fiscal ye_ar— o 183.3 17141 o _(?;2_)

Net increase (decrease)
In notes and accounts
recelvable/payable-
trade and inventories
<Decrease Factor(s)>
*Increase in accounts
receivable

*Decrease in accounts
payable-trade

Capital expenditures/
payments for
acquisltion of business
etc.

<Increase Factor(s)>
Oncology products
acquisition

Dividends paid
<Increase Factor(s)>
Increase in Dividend per Share

* Clagsification of cash flow is changed from th s fiscal year. Past data are adjusted ac:l:ordingw.

{billions of yen)

07 ?&:& Inc./

)

gzo

Free Cash Flows 436 28 6 (14.9)

* *Free cash flows" = “Net cash provided by op 2rating activities® - (*Capital expendltures + *Payments for acquisition of business®)
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V. Consolidated Subsidiaries - Associated Companies

1. Consolidated Subsidiaries (45 companies)

1-1 Subsidiaries Outside Japan (33 compames)

e ||

% e .vh,-.n.

; "_-L‘. Common: Stock

o K S vl e

Voting;

As of March 31 2007

quhts

Eisai Corporation of North America
Eisai Inc.
Eisal Research institute of Boston Inc.

Eisai Medical Research Inc.
Eisai Machinery U.S.A. Inc.
MAB Acquisition Corporation

Eisai Europe Ltd.

Eisaf Ltd.

Eisai London Research Laboratories Lid.
Eisai Manufacturing Ltd.

Eisai GmbH

Eisai Machinery GmbH

Eisai S.A.S.

Eisai B.V.

Eisai Farmaceutica S.A.

Eisai S.r.l.

Eisai Pharma AG

Eisai AB

EF-Eisai Farmacéutica, Unipessecal Lda.
P.T. Eisai Indonesia

Eisai Asia Regional Services Pte. Ltd.
Eisai (Singapore) Pte. Ltd.

New Jersey, USA
New Jersey, USA
Massachuselts, USA

New Jersey, USA
New Jersey, USA
Delaware, USA

l.ondon, UK,

London, U.K.
London, U.K.
Hertfordshire, U.K.
Frankfurt, FRG
Cologne, FRG

Paris, France
Amsterdam, Netherlands
Madrid, Spain

Milan, ltaly

Zurich, Switzerland
Stockholm, Sweden
Liskon, Portugal
Jakarta, Indonesia
Singapore, Singapore
Singapore, Singapore

Eisai Clinical Research Singapore Pte. Lid Singapore, Singapora

Eisai {Malaysia) Sdn. Bhd.

Eisai (Thailand) Marketing Co., Ltd.
Eisai Taiwan Inc.

Eisai China Inc.

Eisai {Hong Kong) Co., Ltd.

Eisai Korea Inc.

HI-Eisai Pharmaceutical Inc.

Eisai Pharmaceuticals India Pte. Lid.

Eisai Pharmatechnology &
Manutacturing Pte. Ltd.

Eisai Australia Pty. Ltd.

Petaling Jaya, Malaysia
Bangkok, Thailand
Taipei, Taiwan

Suzhou, China

Hong Kong, China
Seoul, Korea

Manila, Philippines
Maharashtra, India

Andhra Pradesh, India

Sydney, Australia

Unit: thousand
297,100 US$
151,600 US$
115,300 US$

1,000 US$
1,000 US$
0 US$

100,561 UKPS

15,548 UKPS
12,000 UKPS
2,000 UKPS

7,669 EUR
1,278 EUR
19,500 EUR
540 EUR
4,000 EUR
3,500 EUR
3,000 CHF
10,000 SEK
4,000 EUR
5,000 US$
26,400 S$
1 300 S$
10 S%
470 M3
11,000 Baht
27'0,000 NT$
319,205 AMB
500 HK$
3,512,000 Won
45,000 Peso
100,000 INR

4,000 INR
1,000 A$

U.S. regional headquarters/holding
company
100.00% Pharma. production/sales

Basic research/clincial tria! process
research

100.00% Pharma. clinical research
100.00% Pharma. machinery sales
100.00% -

European regional
headquarters/holding company

100.00% Pharma. clinica/salesl research
100.00% Basic research
100.00% -
100.00% Pharma. sales
100.00% Pharma. machinery production/sales
100.00% Pharma. production/sales
100.00% Pharma. production/sales
100.00% Pharma. marketing
100.00% Pharma. sales
100.00% Pharma. sales
100.00% Pharma. sales
100.00% -
100.00% Pharma. production/sales
100.00% Asia subsidiaries holding company
100.00% Pharma. sales
100.00% -
100.00% Pharma. sales

49.90% Pharma. production/sales
100.00% Pharma. production/sales
100.00% Pharma. production/sales
100.00% Pharma. sales
100.00% Pharma. sales

50.00% Pharma. production/sales
100.00% Pharma. production/sales

100.00%

100.00%

100.00%

100.00% -
100.00% -

* Fiscal year of Eisal's consolidated subsidiaries ends on March 31 excluding Eisai China Inc. (fiscal year ends on December 31). Eisal China Inc. conducted
provisional financial settiement at the date of consolidated financlal setilement.
* Elsal (Thailand) Marketing Co., Ltd., and HI-Etsai Pharmaceutical Inc., are concidered as Eisal's consolldated subsidiaries under the *controlling entity* standard
though Eisal's voting rights for these companies are no more than 50%.
* Liguidation of Elsal Pharma-Chem Eurcpe Ltd and Eisai U.S.A. Inc. were completed in June 2006 and in November 2006, respectively.
* Eisai (Singapore) Pte, Lid. was established in May 2006,

* Elsall Clinical Research Singapore Pte. Ltd, wiis established in October 2006.
* EF-Eisal Farmacéutica, Unipessoal Lda. was ustablished in Portugal in November 2006.
* Eisai Manutacturing Ltd. was established at Hurtfordshire in March 2007.
* Eisai Pharmatechnology & Manufacturing Pte. Ltd. was established in India in March 2007.
* Eisai established MAB Acquisition Corporation {(MAB) In the U.S. in March 2007. MAB merged with Morphotek Inc.(U.5.) in April 2007 with Morphotek Inc. being the

surviving company,

* Fractions figures in “Common Stock” &re rounled down.
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-2 Sub5|d|ar|es in Japan (12 compames) | As of March 31, 2007
: - Lol Descnptlon ‘of Oper fa

Sanko Junyaku Co Ltd Tokyo 5,262 million yen 50.80%  Diagnostic product prod./sales

Sannova Co., Lid. Gunma Pref. 926 million yen 79.97%  Pharm. prod./sales

Elmed Eisai Co., Ltd. Tokyo 450 r:nillion yen 100.00%  Pharm. sales

Eisai Food & Chemicals Co., Ltd. Tokyo 101 million yen 100.00%  Food additives/chemicals sales
Eisai Machinery Inc. Tokyo 100 million yen 100.00%  Pharm. machinery prod./sales

KAN Research Institute, Inc. Hyago Pref. 70 million yen 100.00%  Basic research

Eisai Distribution Co., Ltd. Kanagawa Pref. &0 r:niltion yen 100.00%  Pharm. distribution

Management of the R&D division

Eisai R&D Management Co., Ltd. Tokyo 10 rlmllnon yen 100.00% and intellectual properties

- . Administrative/Catering/Printing
Sunplanet Co., Ltd. Tokyo 455 rlmlllon yen B4.95% service/Real estate management
Clinical Supply Co., Ltd. Gifu Pref.} B0 rlnillion yen 84.30%  Medical devices prod./sales
Palma Bee'Z Research Institute Co., Ltd.  Tokyo 50 millien yen 75.44%  Diagnostic product research
Eisai Seikaken Co., Ltd. Tokyo 50 fnillion yen 70.00%  Agro-chemical prod./sales

* Sanko Junyaku is a listed company on JASD#.Q. On Aptii 26, 2007, Eisai and Sanko Junyaku agreed that Eisai would make Sanko Junyaku its wholly-owned
subsidiary through a share exchange as of Octcber 1, 2007.
* Management function of the R&D Division ancl other relevant functions of Eisal Co., Ltd. were separated and newly established
Eisai R&D Management Co., Ltd., a wholly-ovned subsidiary of Eisai Co., Lid., has ta:tken over the functions in April 2006
* KAN Research institute, Inc. was moved to Kobe in Hyoge Prefecture in October 2008.
* Fractions figures in “Common Stock” are rounded down. |

|
2 Equny in Earnmgs in A Assoctated Compa_mes (1 company) As of Marc_h 31, 2007

Bracco Elsa| Co., Ltd. Tokyo 340 mtllmn yen 49. 00% Contrast med:a |rnportlprod fsales
* Fiscal year of Bracco-Eisai Co., Ltd. ends on Jecember 31. |

* Eisal-Novartis Verwaltunigs GmbH was merged to a consolidated subsidiary, Eisal GmbH (merging corporation}.

* Common Stock numbers fractions have been omitted. i

|
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VI. Financial Trend

{billions of yen)

Yaé}é , —

ALk 1998 YL 19993
Fo PR BRI

20008

2003 25 200
. A

e s
iy d

L

|54 200553 200655 2007
ot H pamdegdes s G

R

<Statements of Income Data>

¥

Net sales 301.8 2849 3025 3617 4317 4866 5002 533.0 601.3 674.1
Caosl of sales 93.8 87.1 91.6 985 1015 1026 97.2 985 1045 109.3
RAD expenses 45.1 43.7 46.7 49.6 55.0 59.7 69.0 78.3 932 1083
SG&A expenses 121.2 1154 1271 1547 2025 2284 2509 2654 307.8 351.2

Operating income 475 386 371 59.0 727 758  8B3A B6.8 957 1053

Ordinary income 472 398 369 632 761 76.1 834 891 1000 1105

Net income 18.8 15.9 1 3 23.3 36.5 41.0 50.1 555 634 706

<Statements of Cash Flows:> '

Net cash provided by operating activities 359 27.2 B85.0 569 576 727 492 871 81.2

Net cash used in investing activities (33.9) 4.0) (19.6) (7.2) (27.7) (27.3) (37.5) (295) (55.2)

Net cash used in financing activities (10.0) (154) (17.77 (39.1) (19.8) (21.4) (167 (21.8) (40.6)

Free cash flows 21.1 1:;2.6 718 321 31.1 48.9 105 436 286

<Balance Sheet Data>

Common stock 448 449 44.9 449 449 45.0 450 450 450 45.0

Total assets 453.1 463.4 4857 5494 5576 5917 6158 6627 747.2 7921

Shareholders' equity 298.2 308.6 329.4 3459 3621 3882 4195 4598 519.2 5525

<Capital Expenditures and Depreciation/Amortization>

Capital expenditures 14,2 16.3 15.0 27.2 21.9 28.7 49.0 370 520

Depreciation/Amortization 13.0 1 ';.5.1 15.0 15.3 18.0 18.5 224 250 268

<Managerial Indices> I

Dividends on equity (DOE, %) 2.2 2.1 2.0 20 24 25 2.6 37 5.3 6.4

Return on equity (ROE, %) 7.2 5.2 35 69 103 109 124 126 130 13.2

Dividend payout ratio (DFR, %) 31.4  40.1 56!.5 202 233 227 208 200 406 48B4 -

Earnings per share (EPS, yen) 70.0 53.6 38.0 78,7 1235 1412 1721 1934 221.9 2478

Diluted EPS* {yen) 67.% 53.1 ar7 77.9 1223 1399 1721 1933 2216 2475

Return on sales ratio (%) 6.6 5.6 3.7 6.4 8.5 8.8 10.0 10.4 105 105

Shareholders’ equity ratio {3%) 66.0 66.6 5?;.8 63.0 64.9 65.6 68.1 69.4 69.5 69.7

Turnover ratio of total capital {Time) 0.7 0.6 0.6 0.7 0.8 0.8 0.8 08 0.9 0.9

Return on assets (ROA, %) 4.4 3.5 2.4 45 6.6 71 8.3 8.7 8.0 9.2

Price-to-book value ratio (PBR, Time) 1.8 2.4 i.d 2.7 2.5 1.6 1.8 2.3 28 2.9

Cash dividends per share (yen) 215 21.5 21.5 23.0 29.0 320 36.0 56.0 0.0 120.0

Dividend payment (billiens of yen) 6.2 6.4 6.4 6.8 8.5 9.3 10.4 16.0 257 3441

Treasury stock purchase (thousand of st ares) 4,590 3,000 4,000 1,970 - 2,000

Treasury stock purchase (billions of yen} 13.9 . 9.2 11.4 6.1 - 14

Consolidated subsidiaries 35 34 35 34 36 33 34 38 40 45

**Cost of sales® incluges *Provision for sales ri tums®.

* *Free cash flows" = "Net cash provided by opurating activities® - ("Capital expenditures® + "Payments for acquisition of business”}
* "Depreciationf/Amontization" value represents lepreciation for *Property, plant and equipment" and amortization for *Intangible assets®.

* Shareholders' Equity, Return on Equity, Dividends on Equity and Shareholders' Equity ratio were reclassified for comparative purposes.

* "Earnings Per Share® and "Diluted EPS® have been calculated based on a new accounting system since the year ended March 2003.
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VIi. Non-Consolidated Financial Highlights

1. Non-Consolidated Financial Highlights

1 1 Statements of Income Data , (bll]lons of yen)
Net sales 303.6 307.9 3320 351.6 105.9 382.0
Cost of sales 83.6 77.5 78.0 80.1 102.7 75.0
R&D expenses 67.4 77.1 92.9 106.4 114.6 123.0
SGE&A expenses 85.6 85.6 95.8 100.2 104.6 107.0
Operating income 67.1 67.6 65.4 65.0 99.5 77.0
Ordinary income 66.6 69.1 67.3 65.7 97.5 775
Net income 41.9 - 435 43.9 42.8 97.5 51.0

* "Cost of sales® includes *Provision for sales raturns-net®,

1-2 Balance Sheets Data _ (bllllons of yer)
s - AR A o T Y > T T : .

Total assets ' 515.6 530.6 572.9 573.7 0.8

Equity 405.1 431.7 465.2 467.5 2.3
Equity - Minority interests - Stock acquisition rights 405.1 431.7 465.2 467.2 20

(Equity - Minority interests - Stock acquisition rights)/Total assets (%) - 788 81.4 81.2 __BTI_.-d_ N ) 62

*Past data have been reclassified in accordanc e with the new segmentation of this fiscal year,

1-3 Ca . ltal Exendltures and Deerec atlon/Amortlzauon (b||l|0ns of yen)

Capital expenditures 206 ' 250 245 {2.6) 21.0

I
Property, ptant and equipment 17.7 | 16.3 11.2 05 13.0
Intangible assets 2 8 { 87 134 (3.1) . 80
DeprematlonlAmomzatlon 13 6 ;143 16.4 179 1.5 18.0
_ * *Depreciation/Amortization” value represents depreciation for *Property, plant and eqylpmem" and amortization for "Intangible assets”.
|
1-4 Statements of Ca: Cash Flows Data 1 (bllllons of yen)

Eearsli':‘ﬁ"iearfw arci'fl }

Net cash provided by operating activities

30.6 {25.2)

Net cash used in investing activities (26.1) (13.5) (44.3) {30.7)
Net cash used in financing activities (17.4) (21.2) (40.3) {19.1)
Cash and cash equlvalents at end ol period _ 79.5 100.5 46.5 {54.0)
Free cash flows S T w 11.3 ) 309 o 101 - (20-8)

* *Free cash flows" = "Net cash provided by operating activilies® - ("Capital expenditurés” + "Payments for acquisition of business™)
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2. Net Sales by Business Segment

(bl||lOﬂS of yen)

kA ¥R

%rs EndedlEndmg d]ar'

303.6 ' 307.9

Net sales 332.0 351 6 105.9
_Prescription pharr;aceuticals B 189.0 . 196.3 21“1 5 —217.0 7 102.67 _2_250
. . |
[sra(:::l%t?:sl?ohs:eii:;\i’c?rllos::rmaceauticals] (%) [80.4] [61.5] [62.3] [62.8] ) i
Pharmaceuticals exports 521 459 53.9 55.9 103.7 58.5
Consumer health care products 19.5 | 18.8 17.6 19.6 111.6 19.5
Other (Food additives/Chemicals, etc.) 9.7 <N 1.8 1.2 67.3 1.5
Industrial property rights, etc. incorne 333 1 43.8 47.2 57.9 122.8 73.5

*Food Additives and Chemicals Division" and ' Machinery Division® were split off into nlewty incorporated subsidiaries in April 2004 and in Oclober 2004,

(bll!lons of yen)

3 Exports by Geographlcal Area

Net Sales | 303 6 307.9 3320 351.6 105.9
Exports T sse sei | se7r 1135 1138
North America ' 62.7 64.6 69.6 78.6 112.9
Europe ‘ . 18.8 19.0 24.9 28.5 114.3
Asia and Others 43 4.4 5.2 6.5 124.5
Ratio of exports to sales (%) T 83 288 300 323 -

* Major areas and countries included in each ciategory:

1. North America: The U.S. and Canada

2. Europe: The United Kingdom, France, Germany, etc.

3. Asia and Others: East Asia, South-East Asia, and Latin America, efc.
* Export sales includes revenues from industriz| property rights, etc.
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l"‘ ‘ )
Descrtptlon Zi Producn'

4, Prescnptlon Pharmaceutlcals A (billions of yen)

Alzheimer's type dementia treatment

ARICEPT 35.1 423
F;;;’:{fég’a“;’famy treatment 30.6 30.9 32.1 31.4 98.0 35
;’:‘;?Ep;‘mp inhibitor 14.6 19.4 27.6 30.7 111.3 36.0
g?:g:’;as"ic ulcer treatment 24.4 22,7 21.7 19.3 89.0 205
Tg;gggﬁm’as‘ medium 9.4 8.9 8.7 8.3 95.3 85
"&”ﬁg;’:}_""‘am 8.6 8.5 8.5 8.2 95.9 8.0
gger"gx;fs treatment - - 4.0 7.5 1869 9.0
gﬁ‘;@:’;m treatment 10.0 9.0 8.4 75 89.1 7.0
gi”;gcjgg;gge;‘gf/gmgm preparation 4.4 42 4.4 4.1 94.2 4.0
l’ar;%a’;gf-iﬁsosorbide denigrate preparation 5.3 48 4.4 3.9 88.2 a5
gné?f;?: agent as ' 38 2.9 26 88.9 2.0
Others 49.8 49.0 466 43.9 94.2 410
Prescription pharmaceuticals total 1890 1963 2115 2170 1026 2200
*The sales ot Actone! have been booked since October 2005 after Eisai launched its marketing.
5. Exports by Products (billions of yen)
Eea;z;“sﬂEggedlEndm M3 '”c"3 2 S R ' b 20055 ¢ A ; n. 2008
rod uct.ﬁwﬁ N e vy bt i Ty s i *if ost.
ARICEPT 187 ' 211 22.8 23.1 101.3 24.5
ACIPHEX/PARIET 32.7 22.0 26.8 28.4 105.9 285
Others 2.7 2.9 43 4.4 102.4 55
Expotstoal  s21 459 539 559 1087 585
6. Consumer Health Care Products , (billions of yen)

Years EndedlEndmg March‘31

L gy

Description 7, Praduér, il ]

{H.i2 2008

Vitamin Bz preparation
CHOCOLA BB Group
Active-type Vitamin Btz

NABOLIN Group 1.5 1.4 1.4 1.9 137.3
-‘lzéilj.‘l;:x El Iée::;.llrla;l Vitamin E preparation o8 22 ‘8 8 1002
gl:rgitz;l ;cger :‘:I: heartbumn treatment 23 21 19 18 1.3
Others 4.3 4.7 4.2 53 127.2
Con'sumerrl;e:;llhh‘;a‘lr“t; -p;oc;ucts total 19.‘_5 _____ ;— 8.6 - 176 19.('; | '_1 1_ ; ._6_

8.5
2.0
15
1.5
6.0

19.5
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7. Gross Profit/Manufacturing Cost

7-1 Breakdown of Cost of Sales __{billions of yen)
Net sales ' 303.6 307.9 3320  351.6
Cost of sales 83.5 77.7 78.0 80.1
Beginning inventory { +) 14.2 13.5 1.8 12.3
Manufacturing cost ( +) 43.8 40.1 39.3 42.0
Product purchase ( +) 30.1 24.3 26.3 25.5
Account transfer { +) 8.9 11.7 12.9 15.6
Ending inventory (-) 13.5 11.8 12.3 15.2
COGS ratio to net sales (%) 7 27.5 25.2 235 22.8
{Reversal of) provision for sales retu-ns 7 0.0 0.1) (0.0) 0.1
Gross profit 2201 230.4 254.0 271.6

* Manutacturing cost is being indicated on actual cost basis from this fiscal year. Past data are adjusted on the same basis.

7-2 Breakdown of Manufacturing Cost _ ____ | (bﬂl:ons of yen)

R (=

Total manufacturing cost 46.0 43.8 45.1 48.2
Raw materials 15.8 15.0 14.6 18.1
Labor cost . 14.5 13.3 12.9 11.9
Expenses . 15.5 15.5 17.7 18.3

Beginning inventory of semi-finished goods and work-in-process { +) 6.9 7.4 8.6 95

Ending inventory of semi-finished goods and work-in-process ( - ) . 74 8.6 9.5 9.4

Account transfer { +) j (t.7) (2.6) (4.9) (6.3)

Manufacturing cost ! 43.8 40.1 39.3 42.0

* Manufacturing cost is being indicated on actuz| cost basis from this fiscal year. Past da}ta are adjusted on the sarne basis.
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- 8. SG&A Expenses '

8-1 R&D Expenses _ ! {billions of yen)
Net sales | 303.6 307.¢ 332.0 351 6 3820
R&D expenses I 674 7741 92.9 106.4 123.0
Overseas R&D expenses I 243 31.2 42.7 53.6 -
[Ratic of overseas R&D expenses to R&D expenses] (%) . [B8.1] [40.5] . [46.0] [50.4] e
Ratio of R&D expenses to net sales (%) | 222 25.0 28.0 30.3 32.2
[
8-2 SG&A Expenses | {billions of yen)
Net sales 307.9 332.0 351.6 382.0
SGA&A expenses B5.6 95.8 100.2 107.0
Personnel expenses 354 34.4 326 .
Marketing expenses 32.8 37.8 42.3 -
Adhinistrative expenses and otheis I 166 17.5 23.5 25.3 -
Ratio of SG&A expenses to net sales (%) ' 58.577' 27.8 28.8 o 585_ . W728ﬂ 6 A

8 3 SG&A Expenses (mcludlng R&D expenses)|

Net sales - i 303.8 307.9 332.0 351 6 382.0
SG&A expenses (mcludmg R&D expenses) 153.0 162. B 188 6 206.5 230.0
Ratio of SG&A expenses (:ncludmg R&D expenses) to net sales (%) 50.4 52.8 56.8 58.7 60.2

[
|
[
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9. Balance Sheets Data
<Assets> . (bllllons of yen)

ool e g
Current assets ' 261.6 249.3 278.2 245 7
Fixed assets 254.0 281.3 2947 328.0
Property, plant and equipment 79.2 84.1 82.7 80.4
Intangible assets : 11.2 17.8 26.5 30.3
Investments and other assets o ) 163 6 ) 179.4 o LBE._S L _217 4

Total assets 51 5 6 5306 572.9 573.7

<L|ab|I|t|es and Eqmty> (billions of yen)

Current liabilities 62.4 67.9 74.6 76.9
Long-term liabilities 48.2 30.9 33.1 29.3
Total liabilities 110.5 98.9 107.7 106.2
Owners' equity , 396.7 422.8 4454 447.9
Net unrealized gain and translation adjustments 8.4 9.0 19.8 19.3
Stock acquisition rights - - - 0.3
Total equity 405.1 431.7 465.2 467.5
Total liabilities and equsty T —_H_* D ’5”1;.6 A éé(_).ﬁ_—“_572 9 - 5737

*Past data have been reclassified in accordance with the new segmentation of this fiscal year.

10. Personnel Informatloru _ (persons)
Marcﬁ" - R AR - ik -y 200575582006 =+ R
& e = R i W%%% PR eI A s
Total employees (perma-\;lent employ2es) i 3,852 3.783

Production 867 841

Research and development 1,006 997

Sales, marketing and administration 1,879 1,845
Total personnel cost (billions of yen) 70.3 653 640 609

*From this fiscal year, the number of total emp! syees consists of all employees Eisai Co., Ltd. excluding secondees to other companies and of Eisai's
affiliated companies. Past data are adjusted aczordingly.

Reference Data [Non-Consolidated] 21 May 15, 2007/Eisai Co., Ltd.



(billions of yen)

11 Statements of Cash Fbows

: 006? mzoon@#f #inc

.f
ﬁirffﬂ“ Kk (Dec)

Operating activities:

Income before income taxes 66.3 66.4 0.1
Depreciation and amortization | 16.4 17.9 1.5
et e Gecrens i e et | co (39 oo
Agccounts payable - other/faccrued =xpenses etc. | 4.2 4.3 0.1
Other {0.4) {12.4) (11.9)
[Sub-total] S T sas 27 (221)
Interest paid/received 1.5 1.4 (0.0}
Income taxes paid : (30.4)  (33.5) (3.1)
Net cash provided by operating activites . 558 306 (252
Investing activities: \
Capital expenditures/payment for acquisition of business etc. (24.9) (20.5) 4.4
Purchases/proceeds from sales of s ecurities etc. (4.5) (3.6) 0.9
Other , 15.9 {20.2) {36.0)
Netcashused in investing activites . (135 (a.3)  (307)
Financing activities: |
Dividends paid \ {21.4) {29.9) (8.5)
Purchase of treasury stock ! - (11.1) (11.1)
Other 0.2 0.7 0. 5
Net cash used In financing activities 212)  (40.3)  (19.1)
on cagh and casn eaualents | 00) 00 00
Net mt:rease (decreass) in cash and caétt%uwalents - ‘ 2;1 0 (54.6) (75.0)
Cash and cash equivalents at begir ning of fiscal year 79.5 100.5 21.0
Cash and cash equivalents at end of fiscal year T © 7 05 4865 (540)

(billions of yen)

20073%

Free Cash Flows

30.9

10.1

**Free cash flows" =

|
Reference Data [Non-Consolidated] 22
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VIII. Changes in Quarterly Results

{billions of yen)

1. Statements of Income Data [Consolidated]

B L AT 20060 o g e &5y 5 2007 2 gt
. rst; ik Second 3 Thirdfugé Fol ourth y@;‘ﬁrst : Second :,.:,;g Thll’d Fourth
e ‘Quarten Quarter # Quarter: Quarter r Quarter > f Quartert Quarter« Quarter.
Net sales 135.8 146.8 167.3 151.3 153.8 165.4 181.4 173.3
Cost of sales 24.1 24.6 30.0 25.8 26.8 26.4 28.7 274
R&D expenses 19.9 24.5 228 26.2 244 27.9 26.6 294
SGA&A expenses 69.3 749 8.7 81.8 78.7 85.6 91.9 95.1
QOperating income 225 22.8 329 17.5 24.1 25.5 34.2 214
Non-operating income & expenses 0.9 0.9 1.4 1.1 1.0 1.1 1.9 1.2
Ordinary income 234 23.7 34.3 18.6 25.1 26.6 36.1 22.7
Special gain & loss (0.2) (0.3) 0.0 (3.5) (0.4} (0.0 (0.1) 0.4
L’:;Z’::g?::g;:;’;mme taxes and 232 235 844 151 247 266 360 230
Net income 14.9 15.2 22.0 11.3 15.8 16.7 233 14.8
Earnings pershare (yen) 522 533 770 394 854 584 820 520
* "Cost of Sales® includes “Provision for sales raturns-net’.
2, Balance Sheets Data [Consolidated] _
<Assets> (billions of yen)
yéarE EfdedMarchia i : wmhazow R R
e SOJITnJﬂGO-Sep%?»m Dec“"’ 31 Mar ; 30°Jun ¥ 30-Sep++ 31: Decw 31-Mar|
Current assets 368.7 3928 408.5 432.6 406.6 426.7 4074 441.2
Fixed assets 293.9 300.9 3;03.6 314.6 318.2 324.9 349.3  350.9
Property, plant and equipment 123.2 124.8 125.8 128.7 127.3 128.6 1304 133.8
Intangible assets 36.2 385 38.7 43.2 41.3 416 63.2 62.6
Investments and other assets 134. 5 137.5 139.1 142 7 149.5 154 7 1585.7 1545
Total assets T 6626 6936 7 7472 7248 7516 7566 792.1

712.1

<Lliabilities and EqU|ty>

{billions of yen)

PN

AL = 2008 A

R A SR Aes 10 2007 v

-

S

Jé?fééﬁﬁdéd .Ma;ch’31 iy

i 30-Junt 30-Sep:” 31-Dec

31-Mari# - 30-Jun

30-Sep ' " 31-Dec " 31-Mar

Current |labl|[tles
Long-term liabilities
Total liabilities

Owners' equity
Net unrealized gain and translatiors
adjustments

Stock acquisition rights
Minority interests

Total equity

Total liabilities and equity

143.2

44.2
187.4
460.1

6.1

9.0
475.2

662.6

154.4

42,7
1971
475.4

12.0

9.2
496.5
693.6

157.2

405
197.6
485.9

19.3

9.2
514.4
712.4

178.2

40.6
218.7
497.3

21.9
9.3
528.5
747.2

157.7

39.9
197.6
498.9

19.0

9.4
527.3
724.8

177.1

38.5
218.7
504.8

21.3

" 03
8.6
535.9

751.6

170.1

38.5
208.5
512.6

25.4

0.3
9.7

548.1

756.6

191.8
37.6
229.4
527.6
24.8
0.3
9.9
562.7

7921

*Past data have been reclassified in accordant:e with the new segmentation of this fiscal year.
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3. Capltal Expendltures and Deprematlon/Amortlzatlon [Consolidated] (billions of yen}
ear ' oM a R D006 55,8 wﬂ:« A SRR L 2007, e Syl
a0y First .. Second v Fourth o, First g Second Thlrd Fc>urlr‘t|
95! Quarter*’ouader # Quarter- Quarter +¥Quarter 'Quarter Quarter Quarter

Capltal expendltures 4.6 9.4 : 59 17.2 3.7 7.0 293 12.0

Property, plant and equipment 3.6 5.3 4.2 7.8 3.z 4.8 57 9.5
Intangible assets 1.0 4.0 : 1.7 8.4 06 2.2 23.6 25
Depreciation/Amortization 5.9 6.1 ' 65 8.5 5.9 6.4 7.0 7.6

* "Depreciation/Amortization" value represents depreciation for “Property, plant and equipment” and amortization for *Intangible assets”.

4 Cash Flows Data [Consollldated] , {billions of yen)
¥ SRR SRR AN 2006 R REAGA TR T Bl Bl 2007, i A R

: .Flrst ecc)nd - T hird; Fourth? Trst' & Second &%, Thlrd%& Fourth;
.Qualterﬂz "Quiarter: - Quartérs Quarterfﬁ 'Guarter * Quarter vouarter ‘Quarten

Net cash provided by operating activitics 1241 278

, 92 379 81 285 59 387
Net cash used in investing activities (8.9) (5.3) {10.1) (5.3) (11.8) (9.4) (32.1) " (1.9)
Net cash provided by (used in) financir g activites ~ {10.1) 0.0 : {11.7) 0.0 (14.4) {10.8) (15.6} 0.1
Cash and cash equivalents at end of pu=r|od 1365 160.1 150.2 183.3 164.4 175.0 1347 17141
Free cash flows T3 THe4 ! @0 258 07 217 (244 307

* Cash used for payments for acquisition of busine ss is classified as part of "Net cash used i‘n financial activities” for this fiscal year, Therefore, “Payment for inventories
related to the acquisition of business® classified in *Net cash used in operating activities” {1.2 billion yen) for 3rd quarter 2007, is reclassified into "Net cash used in
financial activities". |

* "Free cash flows” = "Net cash provided by operaing activities” - ("Capital expenditures® + *Payments for acquirement of business”)
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5. ARICEPT Sales by Al’ecl (Elsal Terrltory Sales) [Consolldated]

lyears-Ended. March 31

Yot 20064

AT B

3 i i

‘ Toa k R %Flrstl,:rSecond'?!!v AT hird: Jig ‘Four;hf: FORN FII’SI* g e ;

Ehoe ¥ Quarter Ouarter‘i.“Ouarter * QA Quarter Quarter ~ QuarteF Quarter
Japan ¥ Bllllons 9.9 10.6 1?.1 9.7 11.5 12.4 14.0 IE‘
u.s. ¥ Billions 235 29:1 31 B8 35.6 33.1 39.6 41.7 47.7

[U.S. $ Millions] [219] {262 271] [305] [289)] [341] [355]  {401]
UK ¥ Billions 0.3 0.2 0.3 0.z 0.4 0.3 0.3 0.3
[UK £ Millions] 2] 1] [11 [1] [2] 1 [1] [1]
France ¥ Billions 5.1 5.1 5.5 5.3 55 6.9 6.8 6.6
[Euro Miltions] [38] [38] [40] 137] (38] [47] [45} [42]
Germany ¥ Billions 1.9 21 2.1 1.8 1.8 1.8 290 1.8
[Euro Mlll:ons] [14] [15] [15] [12] [1 3 {12} [13] [1 2]
Europetotal ¥ Billions 73 74 '7 I 77 90 91 8.7
Asia ¥ Billions 0.9 1.1 1 1 1.2 1.4 1.5 1.7 2.0
Totat ¥ Billions 41.7 48.2 52.7 53.8 53.7 62.5 66.5 70.2

¥ Bllltons

. 5.9
u.s. ¥ Billions 253 28 2 Sp.B 30.1 29 3 31.2 343 2.1
[U.S. $ Millions] [235] [(253] [263] [258] [256] f2e8] [292] [269]
e -— S cem e .
UK ¥ Billions 1.5 1.3 1.3 1.0 1.0 1.0 0.8 0.5
[UK £ Millions] 71 [7] - [6] 5] ' [5) [5] (4] [2]
|
Germany ¥ Billions 0.3 03 P.4 0.3 0.3 0.6 0.7 0.9
[Euro Millions] 2 2] 3] 2] [2] [4] (4] [6]
Itaty ¥ Billions : . 04 21 17 15 16 16
[Euro Millions) -1 [-1 K] [1 5] [12) [1 0] [10] [11]
- : - - : o
Europe total ¥ Bllllons 1.8 1.7 2.1 3 4 3.0 3 1 3.0 3.0
Asia ¥ Billions 0.7 0.8 1.0 1.0 1.1 12 1 1.2
Total ¥ Billions 34.1 37.4 4:2.4 40.4 40.5 43.0 47.5 434
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7. ZONEGRAN Sales by A| ea (Els_ai Terrltory Sales) [Cons;ol:dated]

l. J:"V‘g .1&‘ :
-. Third" Fourth
: i R o R R T i Ouarter Quarter
u.s. ¥ Billions 36 3.9 ‘3.7 1.5 1.0 0.6 0.9 0.6
[U.S. $ Millions] [33] [35] 132) 12 9] 151 (8] (5]
Europe, Asia ¥ Billions 0.0 0.1 0.1 0.2 0.3 04 0.5 0.6
Total ¥ Billions 3.6 4.0 3.9 1.7 1.3 1.0 1.4 1.2

8 Elsal lnc (US )

%E’im}:i
Fourth
k5 1 : uarter

Net sales ¥ Billions 52.8 61.8 70.1 70.0 €5.9 73.9 81.5 84.4
[U.S. $ Millions] [491] [556] [601] [600] [576] [636] [693] [707]

Operating income ¥ Billions 3.0 4.9 ;7.0 3.7 55 6.9 7.6 7.1
[U.S. $ Millions] [28] [44] 61] [31] [48] f59] [64] [60]

Net income ¥ Billions 20 3.4 48 2.9 39 4.7 5.9 4.8
[U S 3 Mlllu)ns] [1 8] [30] [42] [24] [34] [41] [50] [40]

Operatmg income before ¥ BI"IOHS 10.3 13 6 16.5 13.3 15.2 18.1 19 5 20.2

royalty deduction [U.S. $ Millions] [95] (122 {142] [119] [132] [1586] [166] [169]
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9. Statements of Income [tata [Non Consolldated] (billions of yen)
' : ; ; ,&_’én 2008 b et w0 2007 Lo 1

! Jap & "'-Second, . Third ... Fourth}
Y Quarter - Quarter Quarier

Net sales 79.0 81.9 893.3 7.7 82.9 §7.2 94.9 86.6

Cost of sales 19.0 18.9 222 179 19.9 20.0 21.3 18.9
R&D expenses 19.6 24.3 22.1 26.8 24.4 27.3 25.8 28.8
SGARA expenses 22.9 23.4 25.0 24.4 23.3 248 259 26.1
Operating income 17.5 15.3 24.0 B.6 15.3 15.1 21.9 12.8
Ordinary income 18.1 156 24.6 9.1 15.6 15.1 223 12.6
Net income 11.6 101 15.9 6.4 101 10.1 14.3 8.3

* “Cost of Sales” includes *Provision for sales risturns-net®,

10 Prescrlptlon Pharmaceutlcals [Non Consolldated] (billions of yen)
: ‘ j i #20062&%% P B ARAREETR; 2007 it T At |
Secondﬁ‘g> ““'ljurd o Flrsﬁa"-t;Second {241 Third 2z Fourth

B Ouar!er Quarter % Quarter  Quarter.» Quarter; Quartelr.

2';';22;’7? type dement ireatment 99 106 121 9.7 115 124 140 11.8
::g’;f{fc':"oe;:fa‘hy treatment 7.8 8.2 8.9 7.2 7.9 8.0 8.7 6.9
f;:t;;‘;;’”‘p inhibitor 6.3 6.8 85 5.9 7.1 7.5 9.0 7.0
gggi;ﬁasm ulcer treatment 5.4 55 6.0 4.8 4.9 4.9 5.5 4.0
;"O";‘,‘;;“Hi‘é";“"as‘ medium 2.2 22 25 1.8 2.1 2.1 2.4 1.7
“&‘ﬁg;:"_mm 2.2 2.2 24 1.8 2.1 2.0 2.3 1.8
gsé‘;f’gxz_iis treatment ; - 26 1.5 1.9 2.0 2.1 1.6
gﬁﬁ;‘jﬁs treatment 2.2 2.2 2.3 1.7 1.9 1.9 2.1 15
giﬁg’:ggggge;g‘:/gmg“ preparaion 1.4 1.4 13 0.9 10 1.4 1.2 0.8
I’.\z'r_trgéa};:tgf-;osorbide denigrate preparaiion 12 14 ‘ 12 0.9 1.0 1.0 1.1 0.8
2’;?;?}?;\‘; agent 0.8 0.5 0.7 0.9 06 0.5 0.7 0.8
Others 119 117 135 9.5 1.2 107 123 9.6
Pre"s-c;tetion eﬁetﬁaceutlcals total - 50.9 ) -523 _ ﬁz.d 4E§.4—— _ _Esl o 341 B é1 2 . 46.2

*The sales of Actone! have been booked since October 2005 after Eisai launched its marketing.
[
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11. Exports by Products [INon Consolldated] f (billions of yen)
A A oA ety 2007 R
45 First ; ,,Second . Third:.. Fourth
: R . At gty 8 5 ;"Quarler © Quarter * 'Quarter Quarter,
ARICEPT 6.3 4.8 6.1 5.5 5.4 5.9 4.7 7.1

ACIPHEX/PARIET 6.1 7.0 16.2 7.6 6.5 6.7 7.0 8.2
Others 1.2 1.0 0.9 1.2 0 6 1.4 1. 1 1.4
Exports total 13.6 12.8 1 3.2 14.3 12 4 14.0 1 2 8 16.7

* "Exports total" includes bulk substance and tablets. |

12, Consumer Health Care Products [Non- Consohdated] (billions of yen)

de +t 2008 -7 1M R T 2007 0 iz
 First: e Second « Third: - Fourth
x;’YCJuarter ¥ Quarter Quarter Quarter

2.0 2.2 25 1.6 2.1 2.3 2.5 1.8

Vltarnln Bz preparatlon

CHOCOLA BB Group

Active-type Vitamin B1z

NABOLIN Group 0.3 0.4 0.4 0.3 04 0.6 0.5 0.4

JUVELUX/Natural Vitamin E preparation I

Vitamin-E Group 0.4 0.5 | 0.6 0.3 0.4 0.5 0.5 0.4

Stomach ache and heartburn treatment

SACLON Group 0.4 0.5 | 0.6 0.4 0.4 04 0.5 0.4

Others 0.8 09 1.4 1 A 1 .0 1.2 1.6 1.6
. L T - L .

Con3umer heatth care total 4.0 45 5.4 3 7 4, 3 5.0 5.7 4.6
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IX. Major R&D Pipeline Candidates

*

*

*

*

Updates since April 2006 :

Approved '

[
1. INOVELON approved in Europe for adjunctive therapy of Lennox-Gastaut Syndrome.

2. ARICEPT approved in U.S. for a1 additional indication in severeiAtzheimer‘s disease.
3. PARIET approved in Japan for a new indication for He!icobacteri pylori (H. pylori) eradication.

4. New pre-filled syringe formulatior for NITOROL approved in Japan.

Filed for approval
1. GASMOTIN filed in Thailand for “unctional dyspepsia.
2. E2014 filed in Japan for cervical dystonia.
3. ARICEPT filed in Europe for an additional indication in severe Alzheimer's disease.

{The application is temporarily wittdrawn while discussios with regulatory authorities for reapplication are ongoing.
4. PARIET filed in Japan for a new indication in secondary treatment for Heficobacter pylori (H. pylori) eradication.
5. VASOLAN filed in Japan for a new indication for atrial fibrillationj and paroxysma! supraventricular tachycardia.
6. An X-ray contrast medium JOMERON filed in Japan for an additional dosage & administration in CT angiography.

Progress in clinical studies .
. E2007 entered a Phase 1l study or Parkinson's disease in the U.S.

. E5564 entered a Phase Ill study or severe sepsis in the U.S. an%:l Eurcpe.

. E7389 entered a Phase 1ll study “or breast cancer in the U.S. and Europe.

. D2E7 entered a Phase II/lll study for Crohn's disease in Japan. :

. E0302 entered a Phase II/lll study for amyotrophic lateral sclerosis (ALS) in Japan.
. E7389 entered a Phase 11 study for sarcoma in Europe. '

. E5555 entered a Phase Ii study far Acute Coronary Syndrome (ACS) in the U.S. and Europe.

~N @ g A W N =

Discontinued projects

1. The joint project for development of TVP-1012 (rasagiline) in the U.S. was ended.
2. The development of ACIPHEX in the U.S. for intermittent therapy for symptomatic GERD was discontinued.

3. The development of E7070 in Japan for gastric cancer was discontinued.
{Development for other types of cancer is now being investigated in the U.S.)

4. The development of E0167 in Japan for prevention of hepéatocellular carcinoma recurrence was discontinued.

' * Updates since January 2007.
|

Reference Data [R and D] 29 May 15, 2007/Eisai Co., Ltd.




1. International Development
1-1 Approved !

A (Product) am. : S
(Research God?i‘"&%%%i? g % 4 2L ; FQI‘I"I":I.;‘_.; .. Onigin
ARICEPT Severe Alzhelmer s Dlsease ; Tab. in-house
{E2020} U.s. Oct-06  Supplemental New Drug Application was approved by the FDA for severa Alzheimer's

{Additional indication) dise.ase in addition to the previous indications for the treatment of mild-lo-moderate

o . _.__ _ Mzheimersdisease. e e T
INOVELON Anti-Epilepsy (generic name: ruflnamlde) Tab. Novartis
(E2080) EU Jan-07 Nowial anticonvulsant with efficacy in epllepsy treatment in combination with other anti-

epilepsy drugs. Received approval in Europe for adjunstive therapy of Lennox-Gastaut
Syndrome {(LGS).

1-2 Filed for Approval

{Product). Namegit-alliter i aeast s ORI
{Research CJ&&‘;\Q;.;,QBT by D,aﬁa‘ ra P Form.. ~ » .png_m R
ARICEPT Vascular Dementia ' Tab. In-house
(E2020) u.s. Sep-02  Currently approved for the treatment of dementia due to Alzheimer's disease. An
{Aduditional indication)® additional indication for the treatment of vascular dementia is being sought in the U.S.

(EU) in preparation The application in the EU for vascular dementia was withdrawn in April 2004,
Supiortive data showing efficacy of the compound is now being collected for
resubmission of the appllcalton

ARICEPT Lig.yid Formutation Liquid In-house
(E2020) EU May-04  Originally approved as a tablet formulallon Filed for a liquid formulation for
(Additiena! formulation) prescription to people who have diffi culty swallowmg tab!ets
e, St i il o T L e . . .
E2080 Anti-Epilepsy (generic name: rufinamicde) Tab. Novartis
U.s. Nov-05  NDA for adjunctive therapy of LGS has been filed in the U.S. The compound is

approved as an'orphan drug in the treat‘ment of LGS and adull partial seizures.
(The brand name in the U.8. is under consideration)

GASMOTIN Gas.troproklnetlc Agent (generic name: mosaprlde t.ltrate) Tab. Dainippon
Asia May-07 This compound is a selective serotonin 5-HT4 receptor agonist which has Sumitomo
gasiroprokinstic and gastric evacuant effects by enhancing acstylcholine release. Filed Pharma
for f :nctional dyspepsia in Thailand. Submlssmn is being prepared in nine ASEAN
merber countries.

NCTE: The application for ARICEPT is tempo -arily withdrawn while discussions With regulatory authorities for reapplication are ongoing.
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1-3 Phase &M |

ProdLictiiNarmel !
(Researcﬁcﬁea'l

;’:'Orig &'ﬁm Expecied . y

= R e e U ; g b 3 R 2 Application
ARICEPT Dementla Associated with Parkinson s Disease Tab. In-house  FY2007
{E2020) EU III  Currently indicated for the treatment oflmlld to moderate Alzhaimer's
(Additional indication) disizase. Now being tested in Phase Il for dementia associated with
Parkinson's disease.
— _ e el ——
E2007 Parkinson's Disease/AMPA Receptor Antagonist Tab. In-house  FY2007
U.s. IIT The compound selectively antagonizes} the AMPA-type glutamate receptor.
EU 111 Development in progress for Parkinson's disease. Now being tested in
Phase Ill in the U.S. and EU.
E5564 Severe Sepsis/Endotoxin Antaglonlst (generic name: eritoran) Inj. In-house  FY2009
U.s. IIT  Synthetic endotoxin antagonist which is being investigaled for severe sepsis
EU I caused by endotoxin from various types of gram-negative bacteria. A Phase
M £tudy is ongoing.
E7389 Anti-cancer {breast cancer)/Microtubule Growth Suppressor Inj. In-house ( TFy2007
u.s. n Synthetic analog of Halichondrin B derived from marine sponges. Acts Subpart H
ageinst tumor growth by inhibiting cell r:flivision through blocking microtubule L
US. TI growth. Currently being investigated in the U.S. for breast cancerin a application
EU o Subpart H? application study as well asf in the Phase Ill after achieving the
POC" for the disease. In addition, a Phase |Il study has been initiated for
breast cancer in Europe.
AS-3201 Diabetic complications/Aldose Reductase Inhibitor Tab Damlppon FY2009
u.s. II1 This compound is being explored as a potential treatment of diabetic Sumitemo
corplications utilizing its strong property 1o inhibit aldose reductase. Now Pharma
being tested in Phase Il for treatment of diabetic neurepathy in the L. S
clevudine Antl-hepaﬂtls B Agent (generic hame: clevudine) Cap. Bukwang
Asia  beinz  Clevudine is an antiviral agent which shows efficacy in treatment of chronic
}’“I‘::"d hepatitis caused by the hepatitis B vnrus through DNA polymerase inhibition.
L The Phase Il study in China is in preparation. Submission is scheduled in
FY: ’007 in Asian countries that do not requ:re a new clinical study.
ARICEPT Miyraine Prophylaxis Tab. In-house
{E2020) u.s. I1  Currently indicated for the treatment of mild-to-moderate Alzheimer's
(Additional indication) EU 11 diszase (mild-to-severe AD in the U.S. ) Now being tested in Phase Il for a

new indication for migraine proph;daxis'

E2007 Epllepsy, Multiple Sclerosis and Mlgraine Prophylaxls/AMPA
Receptor Antagonist |
u.s. II  The compound selectively antagonizes the AMPA-type glutaraate receptor.
EU I Now being investigated as a potential reatment for epilepsy, multiple
sclerosis and migraine prophytaxis.
Antl-cancer {non-small cell Iung cancer, pro';tate cancer,
sarcoma) /Microtubule Growth Suppressor

u.s. II  Synthetic analog of Halichondrin B derlved from marine sponges. Acts

EU II  ag:inst umor growth by inhibiting cell division through blocking microtubule
growth. POC achieved for breast cancér and non-small cell lung cancer.
Currently Subpart H application study for breast cancer as well as Phase ||
stuiies for prostate cancer and sarcorﬁa are ongoing.

Tab. In-house

E7389 Inj. In-house

E5555 Acute Coronary Syndrome (ACS)/T hrombin receptor antagonist Tab. In-house  FY2010
u.s. II  The compound inhibits platelet aggreg?non and smocth-musele proliferation
EU II  based on thrombin receptor antagonlsm A Phase |l study for ACS is

onyoing. |

NOTES:

* The expected application date for ARICEPT for the treatment of dementia alssomated with Parkinson's disease In Europe has been changed from
FY2006 to FY2007.

+ The expected application date for E7389 for Subpart H in the U.S. for the treatment of breast cancer has been changed from FY2006 to FY2007.

+ The expected application date for clevudine in the Asian countries that do not requira a new clinical study has been changed from FY2006 to
FY¥2007.

- Development of AGIPHEX in the U.S. for an intermitted therapy for symptomatic GERD was discontinued.

= The joint project of the development of TVP-1012 (rasagiline) was ended.

i. Subpart H application: an FDA system vihich gives fast track review to new drugs that shows efficacy in a severe or fatal disease that
fulfils other criteria.
i..POC (Proof of Concept): Proof of drug concept in clinical study
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2-1 Approved ,
(Product} Name Yritics -

micro bublies that reflect ultrasounds. (The Phase |l study is currently
suspendecl.) |

(Research Godel -~ 'Date ‘Descnphon@;» ot bEe ke LDl BIL L Form. < Origin
PARIET Eradication of H pylori in Comblnatlon with Antlbloucs Tab. In-house
{E3810) Jan-07 Currently approved for the treatment of peptic ulcers, erosive GERD, and Zollinger-Ellison
{Adslitional indicatian) __syndrome in Japan. Approved for eradication of H. pylori in combination with antibiotics. o
NITOROL Pre-filled Syringe (addlttonal formulatlpn) “Prediled  In-house
{additional formulstion)  Mar-07 The agent has been approved in Japan as ora] and injection formulations. Pre-filled Syringe
syringe forrnulations received approval in March 2007,
2-2 Filed for Approval
Product). Name:d, 85l *&fr b LAy s o e A
gResear ():h Co de?‘u ’Pk%!'e !sﬁerll_ptl*oq?& ] iy o Form. ;.. Origin
T-614 Rheumatoid Arthrltis (generlc name: lguratlmod) Tab. Toyama
{Additional indication)  Sep-03 Suppresse:s lymphocyte proliferation, |mmunoglobul|n and inflammatory cytokines Chemical
production. Now being investigated for chromic' rheumatoid arihritis.
e oottt e e e =
TAMBOCOR Paroxysmal Atrial Fibrillation/Flutter | Tab. iNova
(EQ735) Dec-04 The compcund is currently approved for the treatment of ventricular tachyarrhythmia and Pharma-
{Additional indication) is bemg filed for the treatment of paroxysmal atrial fi bnllauonlflutter ceutlcals
ARICEPT Severe Aizheimer's disease T Tab. In-house
(E2020) Dec-05 Currently approved for the treatment of mild-to:moderate dementia Alzheimer's disease.
(Aaditional Indicatian) Submitted “or a new indication for severe Alzheimer's disease.
D2E7 Rheumatoid Arthritis/Human Anti TNF:aipha Monoclonal Antibody Inj. Abbott
{generic name: adalimumab)
Dec-05 Blocks the activity of Tumor Necrosis Factor-aipha (TNF-alpha) which plays a central role
in inflammation in autoimmune diseases. An appllcauon was submitted for the treatment
o of Rheumatoid Arthritis. o e - - o ) .
PARIET Symptomatnc GERD Tab. In-house
{E3810) Mar-06 Currently approved for treatment of peptic ulcers, erosive GERD, and Zollinger-Ellison
{Acditional indication) syndrome in Japan Submitted for treatment of symptomallc GERD.
PARIET Secondary Eradication of H. pylori in Comblnatlon with Antibiotics Tab. in-house
(E3810) Aug-08 Filed an ag plication for a new indication of secpndary eradication of M. pylorf (an
{Additional indication) alternative eradication for patients who do not respond to primary eradlcatlon)
E2014 Cervical Dystonia/Botulinum Toxin Type B Inj. Solstice
Dec-06 Botulinum -oxin acts on cholinergic nerve ending synapses and inhibits the release of Neuro-

_ acetylcholine to relax muscles. Filed an application for the treatment of Cervical Dystonia. sciences
VASOLAN Atrial Fibrillation, Paroxysmal Suprave’ntncular Tachycardia (PSVT) Tab. Abbott
{E0103) Jan-07 Currently approved for Ischemic hean disease treatment. An application was submitted
(Addltmnal lndlratlnn) for anew md:catlon for atnal ﬁbnllatlon and paroxysmal supraventncular tachycardia.

JOMERON Nonionic X-ray Contrast Medium Inj. Bracco
(E7337) Mar-07 Currenily approved for CT (computerized tomography) angiography. An additional dosage
(Additional and admin stration was filed in March 2007, '
dosage/administration) s
2-3 Phase Ill &l
Product) Nama e . o - " Expected
EResearc):h Code)w ' Phase 8 T R TR v Farm.  Origin ‘Appﬁiéation
KES524 m Obesity Management/CentraI Actmg Serotonln & Noradrenalin Cap.  Abbott FY2007
Reuptake Inhibitor (generic name: sibutramine) ‘
Inhibits the reuptake of the cerebral naurotran.,mltters noradranalin and
serotonin, 3y enhancmg the feeling of satiety and increasing 2nergy
consumption, it is expected to result in loss of body weight.
E0302 1111 Amyotro shic Lateral Scleroms(ALS)lmecobaIamme. Inj.  In-house
Mecobalarine is currently approved for treatmient of peripheral neuropathy.
Phase 11/1ll study for amyotrophic lateral sclerojsis (ALS) is ongoing.
D2E7 1Al Psoriasis, Crohn's disease/Human Anti TNF-alpha Monoclonal Inj.  Abbott  FY2007
Antibody (generic name: adalimumab) {Psoriasis)
Filed for a new indication for rheumatoid arthritis. Now being investigated in
Phase I/l for psoriasis. A Phase [I/lll study fo'r Crohn's disease was recently
initiated.
E7210 II  Ultrason ¢ Contrast Medium I nj. Bracco
(Suspendad) Development in progress for potential Ultrasonic Contrast Medium by employing

*The clinical study in Japan for EQ167 for the prevention of recurrence of hepatocellular carcinoma was discontinued.
-The development of E7070 in Japan fcr gastric cancer was discontinued. The compound is now heing investigated for other
types of cancer is now being investigaled in the U.S.
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X. Major Events

; . < >=Date Announced b ]
May Announced basic pnncrple and polrcres concerning reductron of rnrnrmum tradrng Iots fcrr shares <May 15>

Announced notrce on new stock issuance in the form of stock optrons <May 15>

Submitted applrcatlon for Gasmoline (gastroprokrnetrc agent) in W hailand for the treatment of functronal dyspepsra <May 15> 7

Obtained favorble ruling In ACIPHEX patent infringement lawsurt in the U. S. <May 12>

Fragmin {injectable anti-clotling agent) received an FDA approval for extended treatment to reduce the recurrence of blood clots in
patrents with cancer <May 7>

Introduced Chocola BB Light 2 Vitamin B2 Drrnk <May 7>

A—pr. o Announced complete subsid arlzatrcn of Sanko Junyaku <Apr. 26>

Actone.l 17. 5mgt tablets (a once-weekly treatment of esteoporosrs) recelved approval in Japan <Apr 18>

Completed the acqursmon of a U S based bropharmaceutrcal company Morphotek Inc <Apr 17>
Announced temporary ) wrthdrawal of the applrcatron for AFHCEPT in Europe for the tre:rtment of severe Alzhermer’s drsease <Apr 13>

drammm—n mm e e mm me o = w = = -

Mar. Slgned an agreement v with A:ahl Kaser Pharma Corporatlon tor the license of vascdrlalor Enl in | Korea <Mar 26>

Entered |nto an acqursrtron agreement wrth an antrbody specralrzed blopharmaceutrcal company Morphotek nc. <Mar 22>
Establrshed a manufacturrng subsidiary In the UK <Mar. 5>

-
New formulations of a 0.05% isosorbide dmrtrate |nject|on Nitorol Inlectron 5my Synnge and Nrtorol Injection 25mg Synnge rece:ved
approval in Japan

Submrtted an applrcatron for X-ray contrast medrum lOMEFlON |n Japan for an add:tronal dosage & admrnrstratron in CT angrography

Establrshed an AP! R&D and manufactunng subsrdrary in Indla

F-eb. - Eisai and Abbott agreed on the co-promotion of of the rheumatord arthntrs drug HUMIRA in Tarwan and Korea <Mar 1> o
o Announced a revrsron of f year- end dwrdend forecast for FY2006 l(the penod enclrng March 2007) <Feb 2>
Jan. PARIET Tablets 5 10mg recewed approval in Japan for anew| |na cation in Helrcobacter pylorr eradrcatlon <dan. 30>

The anti- eprlepsy agent !NO VELON recelved marketlng approval in Europe for adjunctrve treatment of LGS <Jan 22>

Submitted an application for VASOLAN (ischemic heart dlsease treatment) in Japan for a new indication for atrial ﬁbnllatrcn and
paroxysmal supraventrlcular tachycardia

Ersar Research Institute of Boston opened a n-ew facrlrty (opened on Jan 17)

gt el B el I “1iw¥'¢ >=Date Announced .

Submitted an NDA in Japan for Botulrnum toxin type B E2014 Ir |n treatment of cervical dystonra

Nov. Establlshed pharrnaceutrcal rnarketrng subsidiary in Portugal EF-Ersar Farmacé-utlca, Unipessoal Lda <Nov. 21>

-
Positive opinion issued for IVOVELON for marketing author:zatlon by the European Committee for Medical Products for Human Use
{CHMP) <Nov. 20>

Ersal Inci in US broke grouncl-for'a new oncelogy facility i in North Carolrna (announced in the u.s. on Nov 13)

Launched anew | FlX-to OTC swrtch product HlGUAFlD for allergy—related Rhinitis and Skln Problems in Japan <Oct 31>

Oct. Eisai's subsrdrary Sanko Jur yaku Co Ltd. announced revrsron of forecast of annual busrness/year end dividend <0ct 30> .

The acqursrtron of four oncology-related products from l_|gand was completed < Oct 26>

Eisai, Sanko Junyaku and F JJIREBIO signed a joint agreement for development of & New KL-6 Test Kit (supplementary dlagnostrc
marker for interstitial pneum dnia) compatible with the LUMIPULSE system <Oct. 19>

Sanko JL Junyaku Co., Ltd. announced revision ot semlannual busrness forecast <Oct. 19>

— -
ARICEPT recelved approval from the U. S FDA for the treatment ot savers Alzhermer 5 drsease <Oct 14>

- - e — —_ —

Hecelved Court decrsrons for summary j 1udgment motron inUS legal action aver AClPHEX ANDA l"hng <0ct &>

Ersar s‘subsrdlary KAN Ftese arch Instrtute relaunched operatrons in the Kobe Medrcal lndustry Development Projeot Srte <0ct 2>

Establlshed Eisai Clinical Rusearch Smgapore Pte l.td |

Sep. Count dismissed Eisai's laws uits against generic drug manufacturers.’drstrrbutors regarding the sales of SELBEX 50mg based on the
Japanese Unfair Competrhot Prevention Law <Sep 27>
. - e eme e
Acqurred four oncology relaled products from Lrgand <Sep 8>
Aug. Announced results of the Ccrmpany s own share acquisition thrcrugh ToSTNeT 2 <Aug 30>

Announced acqursrtron of thi3 Company’s own shares through ToSTNet 2 <Aug. 29>

Commenced legal actlon in the United States over ARICEPT ODT ANDA filing <Aug 4>

Submitted an appl|cat|on for PAHIET 10mg in Japan for seconJary treatment tor Hellcobacfer pyl'orr eradlcatron

* Events above are listed in the order of executicn dates and may not be consistent with tl-re announcement dates.

|
I
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(cont. from the previous page)

[Date™" ;" Description  TFud MBIl .. vl

PRS- o

.t wEad < >=Date Announced . -

Jul.

Jun.

May

Apr.

Mutually agreed wnh Teva s} termlnate collaboratron agreement for rasaglltne < JuI 12>

o —— e m— — —— - - [ — . ——

Launched severe chronic agent PRIALT in the UK and Germany <Jul 31 >

Continuation of policy for pr stection of the company 's corporate value and common interests of shareholders was resolved in the
BOD meeting <Jul. 31>

Acqutsmon of treasury stocl <Jul 31>

JEP e r e aam e m——— - [ — - . ————

Concluded agreement with Solvay Pharmaceuticals Marketing & Licensing AG on co- development and dlstnbutlon of pancreatrc
exocrine |nsu’rﬁc|ency treatrent (SA 001) in Japan <Jul. 27>

- N —_———————ae [ D —_ - - -  mm—— o m—

Announced 0utI|ne of new ttock Dpllon (new share subscnptlon nght) <Ju] 10>

Etsat (Slngapore) Pte Ltd started marketlng operatlon <Jul 4>

Llcensed selectrve estrogerr receptor modulators (SEFlMs) to Fladrus <Jun 29>
Announced allotment of stock optlon (new share subscrlptron r:ght) <Jun 23>
Resolved dlssolutron of EIS af U, S A Inc <May 19>

- —— —_————— e ——— - - - e e+ — e

Issued parttal amendment cnf artrcles of corporataon <May 16>

lntroduced new share sub'.cnptron nght" asa stock optlon <May 16>

—— - ———— -

Filed appltcatlon wrth the MHRA for ARlCEPT in treatment of severe Alzhermer's dlsease <May 16>

_———— e s ] 4+ = mm—m— —— -

Slgned ]o:nt development agreement wrth Nll‘lO Denko regardmg transdermal patch formulatlon ol ARIGEPT <May 10>

Clrmcal studles of the next -;eneratron of Alzheumer‘s Dnsease treatment 52012 was m:trated <May 9>

- —— - e e e m e ——— . -

Estabhshed pharmaceutrcal marketmg subS|dtary in Singapore Etsal (Smgapore) Pte Ltd
Announced press release r=gard:ng reported Ioss of document contarmng personal 1nformat|on <Apr. 21>

License agreement is signe d with Dainippon Sumitomo Pharma regarding development, manufacturing and marketing of
GASMOTIN, a gastroprokrnetlc agent, for countries rncludlng Asean members <Apr 17>

Establlshed Eisai Fl&D IVlanagement Co Ltd
The fitth Medrum-term Stra-egic Plan "Dramatlc Leap Plan® |n|t|ated

* Events above are listed in the order of execuiion dales and may not be consistent with the announcement dates.
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EISATI OBTAINS FAYVORABLE RULING IN x]ﬂ\ClPHEX@ PATENT INFRINGEMENT
LAWSUIT AGAINST TEVA PHARMACEUTICALS AND DR. REDDY’S
LABORATORIES

|
Tokyo, Japan, May 12 and Woodcliff Lake, NJ, May 11, 2007 — Eisai Co., Ltd. and its

U.S. subsidiary Eisai Inc. (collectively “Eisai”) today announced that the United States
District Court for the Southern District of New Ydrk has ruled in Eisai’s favor with respect to
Eisai’s patent infringement lawsuit against Teva Pharmaceuticals and Dr. Reddy’s

Laboratories concerning Aciphex® (generic name: Irabeprazole sodium, Product Name in

Japan: Pariel®).
As previously aanounced, Eisai filed the in!fringement actions in November 2003
contesting Teva Pharmaceuticals and Dr. Reddy’s'Laboratorics’ submissions of abbreviated
new drug applications (ANDAS) to the FDA for Atiphex®. In October 2006, Judge Gerard E.
Lynch of the United States District Court for the Southern District of New York granted

partial summary judgm:znt to Eisai, upholding the ivalidity of the Aciphex® composition of

matter patent.

In this subsequent ruling, Judge Lynch has also determined that Eisai’s patent is
enforceable. All issues in the case have been resolved, and final judgment will be entered in
favor of Eisai. |

“Throughout this process we were adamant that our Company’s rabeprazole
composition of matter patent is valid and enforcee{b]e until its expiration date on May 8, 2013.
We are pleased with the Court’s decision and will continue to actively protect our intellectual
property throughout the world to ensure continuedl production of the highest quality products

for the benefit of patients and their families,” said Mr. Hajime Shimizu, Chairman & CEO of

|
Eisai Inc.

Aciphex® is classified as a proton pump inl:ﬂbitor that effectively suppresses gastric
acid secretion while inhibiting enzyme activity dm;*ing the last phase of stomach acid
secretion. Aciphex® was launched in the U.S. in 1999 and is currently marketed in more than

70 countries wortdwide, including Japan, the U.K. and Germany. In the United States, Eisai

Inc. copromotes Aciphex® with PriCaraTM, unit of !Ortho-McNeil, Inc.
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About Eisai Co., Ltd.

Eisai Co., Ltd. is a research-based human health care (hhc) company that discovers,
develops and markets products throughout the world. Eisai's corporate human health care
fhhc) mission is to give first thought to patients and their families, and to increase the benefits
that health care provides. The company believes that increasing patient satisfaction through
the development of innovative new medicines exemplifies its important mission. For more

information about Eisai Co., Ltd., please visit www eisai.co.jp/index-e.html.

About Eisat Ine.

Eisai Inc. is a U.S. pharmaceutical subsidiary of Eisai Co., Ltd. Established in 1995,
Eisai Inc. began marketing its first product in the United States in 1997 and has rapidly
grown to become an integrated pharmaceutical business with sales of approximately $2.2
billion in fiscal year 2605 (year ended March 31, !2006). For more information about Eisai

Inc., please visit www.zisai.com.

About Aciphex®

Aciphex® has a well-established safety profile. The most common side effect possibly
related to Aciphex® is headache. Symptom relief does not rule out other serious stomach
conditions. Patients on warfarin (such as Coumadin®) may need to be monitored more closely

by their doctor. For mcre information, visit www.aciphex.com or www.eisai.com.

Safe Harbor Statement

This press release may contain so-called "forward-looking statements." These
statements are based on current expectations, fo}‘ecasts and assunﬁptions 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. Risks and uncertainties barticularly apply with respect to product-
related forward-looking statements. Product risks and uncertainties include, but are not
limited to, technological advances and patents att;ained by competitors; challenges inherent in
new product developrr.ent, including claims and concerns about product safety and efficacy;

domestic and foreign healthcare reforms; trends toward managed care and healthcare cost



containment; and governmental laws and regulations affecting domestic and foreign
operations. Also, there are manufacturing and marketing risks and uncertainties, which
include, but are not limited to, inability to build production capacity to meet demand,
unavailability of raw aterials, and failure to gain market acceptance. The Company
disclaims any intention or obligation to update or revise any forward-looking statements

whether as a result of new information, future events or otherwise.

HHH
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Corporate Communications, IR
(TEL 03-3817-5120)

Basic Principle and Policies concerning Reduction of Minimum Trading Lots

for Shares
!

Based on the recognition that market participation by a lot of investors is essential
to healthy revitalization of stock market, Eisai Co., Ltd. (“Eisai") has been working to
enhance information disclosure through wide-range IR activities, improving websites
and business reports.

Eisai reduced minimum trading lots for share from 1,000 to 100 in April 2002.
Consequently, the number of shareholders incr“eased 23,164 (up 117.7%) from 19,685
(as of the end of the fourth quarter of 2002, before the reduction of minimum trading
lots of share) to 42,849 (as of the end of the fourth quarter of 2007).

Volume of Eisai’s stock trading at the end of the fourth quarter of 2007 also
increased 36 million from the end of the fourth quarter of 2002.

Eisai continues to make any possible efforts to enhance information disclosure and

contribute to further activation of stock market.

Year-end share Number of Volume
Price (Yen) shareholders at (Year-end total)
y:ear end (thousands of share)
Year-end 2002 3,150 119,685 233,193
Year-end 2003 2,185 - 30,477 197,800
Year-end 2004 2,820 29,713 223,859
Year-end 2005 3,640 - 25,475 205,124
Year-end 2006 5,130 30,019 245,085
Year-end 2007 5,650 142,849 269,461
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Notice on New Stock Issuance in tI?e Form of Stock Options

The Board of Directors of Eisai Co., Ltd. (her“einaﬁer referred to as "the Company™)
resolved at a meeting cn May 15, 2007 to propose at the 95th Ordinary General Meeting of
Shareholders to be held on June 22, 2007 to entrdst a decision of items for subscription to
the Board of Directors of the Company pursuant to Articles 236, 238 and 239 of the

Corporation Law as fo.lows. *

1. Reason for offering subscription to reservatioﬁ rights for new shares under preferential
conditions |
Reservation rights for new shares will be i;ssued gratis to Eisai (“the Company™)
employees as stock options in order to provide incentive and raise morale, thereby
increasing the corporate value of the Company‘
2. Content of the reservation rights for new shares and other conditions including cellmg
on the number of stock options |
1) Ceiling on the number of stock options
The ceiling on the number of stock option“s, the content of which is stipulated in 3)
below, shall be 990. Note that the ceiling on the total number of shares that can be
issued by execution of these stock optionj‘s shall be 99,000 ordinary shares of the
Company. In the case that the number of shares to be granted is adjusted under 3)
(1) below, the ceiling shall be the adjlilsted number of shares to be granted
multiplied by the ceiling number of stock options listed above.
2) Payment for the reservation rights for new shares
The offering of the stock options shall not I?ecessitate the payment of money.
3) The content of the stock options
(1) Type and number of shares to be used as stock options
The type of shares to be used as stock options shall be ordinary shares. The
number of shares constituting one stc|>ck option (*Number of Shares™) shall be
100 shares.  However, in the event l'hat the Company carries out a stock split



(inclusive: of the gratis allotment of the Company’s ordinary shares; the same
hereafter in relation to stock splits) afier the date of resolution by the 95th
Ordinary {3eneral Meeting of Shareholders (“Date of Resolution™) or reverse
stock split, the number of shares shall be adjusted according to the following
formula. Any fraction of less than: one share arising from this adjustment
shall be omitted. '

Adjusted Number of Shares = Pre-adjustment Number of Shares x (Reverse) Stock split ratio

In addition, the number of shares shall be adjusted rationally in the event of
the occurrence, after the Date of Resolution, of unavoidable circumstances
that necessitate an adjustment of the Number of Shares.

(2) Value of assets to be contributed for the exercise of stock options
The value of assets to be contributed for the exercise of stock options will be
the amount to be paid per share of stock granted (“Exercise Price”) multiplied
by the Number of Shares. The Exercise Price shall be the average closing
price for the Company’s ordinary shares on the Tokvo $tock Exchange on
each day (excluding days on which' no trading is concluded) of the month
preceding the month in which the, stock option is issued ("Issue Date™)
(“Closing; Price’”) with amounts less than 1 yen rounded up to the nearest yen.
However, if this amount is less than the Closing Price on the Issue Date (in
the event that no trading is concludéd on that date, the Closing Price of the
day immeadiately preceding the date'on which no trading is concluded), the
Closing Price on the Issue Date. Ih the event that after the Issue Date the
Company carries out a stock split or reverse stock split of its ordinary shares,
the Exercise Price will be adjusted according to the following formula, with
resulting amounts less than 1 yen rou?nded up to the nearest yen.

| 1
Adjusted Exercise Price = Pre-adjustment Exercise' Price x
g (Reverse) Stock split ratio

However. in the event that after thfe Issue Date the Company issues new
ordinary shares or disposes of treasury stock at a price that is less than the
market price (excluding the exercise of the sale of treasury stock pursuant to
Article 194 of the Corporate Law [demand for sale of odd-lot shares by
odd-lot sharcholders]; and the exei‘rcise of reservation rights pursuant to
Article 2380-19 of the Commercial Code prior to the “Partial Revision of the
Commercial Code” [2001 Law No.‘ 128] or exercise of the conversion of
securities to the Company’s ordinary shares or e¢xercise of the conversion of
convertible shares or the exercise of reservation rights for the grant of the
Company’s ordinary shares including rescrvation rights attached to bonds
with stock options), the Exercise Price shall be adjusted according to the
following formula, with amounts leés than 1 yen rounded up to the nearest

yen. \



t

|
Number of

Number of Subscription
. . L new shares  x .
Egg:ts:tlc;g _ Pre-adjustment ) prewc;tli;]gé ;sslued + issued |?r|ce per share
Price Exercise Price ) Market price
Number of previously issued Number of new shares
shares issued

In the above formula, the “Number of newly issued shares” is the total

number cf shares excluding treasury, stock shares related to ordinary shares

held by the Company. In the event treasury stock shares are disposed of; the

“Number of newly issued shares” shalt be read as “Number of treasury stock

shares disposed of.”

In additicn to the above, in the ever:lt of the occurrence of matters after the

Issue Dat: that makes adjustment of the Exercise Price necessary, such as the

gratis allotment of other types of s:hares to ordinary shareholders and the

paying of dividends to ordinary sharcholders of the shares of other companies,
the Exercise Price shall be adjusted ;within rational bounds after taking into
consideration the conditions, etc., of such allotments, dividends, etc.

(3) Exercise period for stock options :
From July 9, 2009 until June 22, 2017

(4) Matters related to increase in capital and capital reserve upon the issuance of
shares thraugh the exercise of reservation rights for new shares

i) The amount of capital that will increase in the event of the issuance of
shares due to the exercise of res;iervation rights for new shares shall be
one-half the ceiling on the increase in capital, etc., as calculated according
to Anticle 40 Paragraph 1 of the Company Calculation Regulations, with
fractions under 1 yen rounded up to the nearest yen.

ii) The amount of capital reserve fthat will increase in the event of the
issuar ce of shares due to the exercise of reservation rights for new shares
shall be the above listed (i} ceiling on the increase in capital, etc., minus
the increase in capital as stipulated by (i) above.

(5) Restrictioas on the acquisition of reservation rights for new shares through
transfer |

The acquisition of reservation rights 'for new shares by transfer shall require

the approval of the Company’s Board of Directors.

(6) Conditions for acquisition of resewation rights for new shares

When approval is granted for proposals i), ii), iii), iv) or v) below by
resolution of the Company’s General:Meeting of Shareholders (or, in the case
that the. rzsolution of the General I\/lleeting of Shareholders is not required,
when approval is granted by resolution of the Company’s Board of Directors
or the Representative Executive Officer), the Company may acquire, free of
charge, ¢n the date separately stipulated by the Board of Directors,
reservation rights for new shares.

i) Proposal for the approval of meljger agreements in which the Company
will become the expired corporation

ii) Proposal for the approval of spin-off agreements or spin-off plans in

3
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which the Company will become a spin-off company

ili} Proposal for the approval of share exchanges or share transfer plans in
which the Company will become a 100% subsidiary.

iv) Proposal for approval of amendment to the Articles of Incorporation
regulating the necessity of the Company’s approval for the acquisition of
relevant shares by transfer as part of all shares issued by the Company

v) Proposal for approval of amendment to the Articles of Incorporation
regulating the necessity of the Company’s approval for the acquisition, by
transter, of relevant shares to be issued for the purpose of stock options or
the Company’s acquisition of all shares of this relevant type through
resolution of the General Meeting of Sharcholders.

Granting of reservation rights for new shares in the event of the Company’s

organizational restructuring and conditions of granting

In the event that the Company merges (limited to the case that the Company

ceases to exist as a result), merges and spins-off, newly spins-off, exchanges

shares o: relocates shares (referred to as “Organizational Restructuring” in
whole,) shares will be granted under the following conditions to those who
hold thz remaining reservation rights for new shares (“Remaining

Reservation Rights for New Shares") for joint stock companies as listed in

Article 2?36 Paragraph 1-8 A to ZF of the Corporate Law (“Reorganized

Company™) just before the organizational restructuring came to effect. In

this event, the Remaining Reservation Rights shall expire, and the

Reorganized Company shall newly issue reservation rights for new shares.

Howeve -, this shall be limited to the case that the granting of reservation

rights for new shares according to the following conditions are stipulated in

the merger by absorption agreement, new merger agreement, merger and
spin-off agreement, new spin-off pian, share exchange agreement or share
relocation plan.

i) Number of stock options to be granted by the Reorganized Company
The same number of stock options as those possessed by remaining
holders of reservation rights for new shares shall be granted respectively.

i) Type of shares for the purpose of stock options of the Reorganized
Company
Ordinary shares of the Reorganized Company.

iii)) Number of Shares for the purp(:)se of stock options of the Reorganized
Company
To be determined according to '(I) above after taking into consideration
the conditions, etc., for Organizational Restructuring.

iv) Value of assets to be contributed for the exercise of stock options
The value of the asset to be contributed upon the exercise of each stock
opticn shall be the amount paid, 'derived after adjusting the Exercise Price
as stipulated by (3) above, multiplied by the number of shares of the
Reorganized Company for the purpose of stock options determined
pursuant to iii above with consideration to the conditions, etc., for
Organizational Restructuring.
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v) Period during which reservation lj‘ights for new shares may be exercised
The period during which reservation rights for new shares may be
exercised shall commence from which ever is later of the commencement
date for the exercise of reservation rights for new shares as stipulated by
(3) above or the effective date of Organizational Restructuring, and shall
end on the expiration date for the exercise of reservation rights for new
shares as stipulated by (3) above,

vi) Matters related to the capital anc;i capital reserve increased in the case of
the issuance of shares through the exercise of reservation rights for new
shares ‘

To be: determined according to (45 above.

vii)Restrictions on the acquisition of reservation rights for new shares by
transfer ‘

The acquisition of reservation rights for new shares by transfer shall
require the approval of the Board of Directors of the Reorganized
Company.

viii)Conditions for the acquisition of Teservation rights for new shares
To be: determined according to (6) above.

Arrangement for any fraction less than one share arising from exercising of

the reservation rights for new shares |

!

When there is any fraction less than one share in the Number of Shares to be

granted 10 those who exercise the !reservation rights for new shares, such

fraction shall be omitted. \




