Consolidated Financial Statements

[ Consolidated balance sheets]

As of March 31, 2009
Millions of yen

As of March 31, 2010
Millions of yen

Assets
Current assets
Cash and deposits 235,839 300,668
Notes and accounts receivable-trade 225,766 231,734
Short-term investment securities 12,240 50,211
Merchandise and finished goods 55,284 64,163
Work in process 19,472 22,948
Raw materials and supplies 29,250 28,308|
Deferred taxassets 19,865 28,290,
Other 25,058 25,588
Allowance for doubtful accounts -490 -397|
Total current assets 622,287 751,515
Noncurrent assets
Property, plant and equipment
Buildings and structures 255,513 275,703
Accumulated depreciation -168,890 -175,960
Buildings and structures, net 86,623 99,743
Machinery, equipment and vehicles 252,794 271,308
Accumulated depreciation -203,498 -217,705
Machinery, equipment and vehicles, net 49,295 53,603]
Tools, furniture and fixtures 61,498 66,232
Accumulated depreciation -50,634 -54,799
Tools, furniture and fixtures, net 10,864 11,433
Land 69,980 75,816
Lease assets 12,808 16,159
Accumulated depreciation -3,678 -5,920
Lease assets, net 9,129 10,238
Construction in progress 5,340 10,099
Other 13,092
Total property, plant and equipment 244,326 260,935
Intangible assets
Goodwill 41,648 44,751
Other 44,800 43,647
Total intangible assets 86,449 88,399
Investments and other assets
Investment securities 273,074 278,522
Investments in capital 23,616 24,349
Long-term loans receivable 4,075 3,335
Deferred taxassets 27,981 33,974
Other 19,659 20,012
Allowance for investment loss -1,336 -2,445
Allowance for doubtful accounts -1,371 -286
Total investments and other assets 345,698 357,463
Total noncurrent assets 676,474 706,797
Deferred assets 27 62
Total assets 1,298,789 1,458,375
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As of March 31, 2009
Millions of yen

As of March 31, 2010
Millions of yen

Liabilities

Current liabilities

Notes and accounts payable-trade 84,210 93,967
Short-term loans payable 37,422 62,707
Lease obligations 3,585 3,592
Income taxes payable 9,271 35,331
Provision for bonuses 15,983 16,153
Provision for directors' bonuses 302 289
Provision for sales returns 169 160
Other 82,341 99,606
Total current liabilities 233,287 311,809
Noncurrent liabilities
Long-term loans payable 92,848 62,388
Lease obligations 5,590 7,601
Deferred tax liabilities 15,564 13,193
Provision for retirement benefits 40,614 45,081
Provision for directors' retirement benefits 3,212 3,313
Negative goodwill 33,861 31,397
Other 9,995 35,133
Total noncurrent liabilities 201,686 198,109
Total liabilities 434,973 509,919
Net assets
Shareholders' equity
Capital stock 42,946 42,946
Capital surplus 355,816 432,482
Retained earnings 468,065 532,032
Treasury stock -22,073 -45,354
Total shareholders' equity 844,753 962,105
Valuation and translation adjustments
Valuation difference on available-for-sale securities -715 4,258
Deferred gains or losses on hedges — -14
Foreign currency translation adjustment -34,608 -30,059
Total valuation and translation adjustments -35,324 -25,816)
Minority interests 54,385 12,166
Total net assets 863,815 948,456
Total liabilities and net assets 1,298,789 1,458,375
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[ Consolidated statements of income]

As of March 31, 2009 As of March 31, 2010
Millions of yen Millions of yen
Net sales 955,947 1,084,291
Cost of sales 322,596 356,607
Gross profit 633,351 727,683
Selling, general and administrative expenses
Promotion expenses 158,259 198,682
Salaries and bonuses 68,723 78,261
Provision for bonuses 9,100 9,542
Retirement benefit expenses 6,127 7,891
Provision for directors' retirement benefits 1,454 711
Provision for directors' bonuses 268 289
Depreciation 12,401 14,661
Amortization of goodwill 2,919 4,284
Research and development expenses 135,900 151,848
Other 146,674 163,028
Total selling, general and administrative expenses 541,830 629,202
Operating income 91,520 98,481
Non-operating income
Interest income 3,065 1,380
Dividends income 994 1,568,
Amortization of negative goodwill 2,464 2,464
Equity in earnings of affiliates 1,782 4,922
Recognized gain related to extention of co-promotion 1,830
Other 2,738 2,693
Total non-operating income 11,045 14,859
Non-operating expenses
Interest expenses 1,560 3,167
Foreign exchange losses 2,951 595
Other 1,950 519
Total non-operating expenses 6,462 4,282,
Ordinary income 96,103 109,057
Extraordinary income
Gain on prior period adjustment
Gain on sales of noncurrent assets 7 43
Gain on change in equity 331
Gain on abolishment of retirement benefit plan 1,097
Revaluation gain previously recalled product 428
Subsidy 237
Other 198 89
Total extraordinary income 2,133 370
Extraordinary loss
Loss on retirement of noncurrent assets 951 1,121
Impairment loss 1,565 2,359
Loss on valuation of investment securities 4,016 1,559
Loss on recall of merchandise 1,006
Provision of allowance for investment loss 1,458,
Other 578 988
Total extraordinary losses 8,118 7,488
Income before income taxes and minority interests 90,117 101,939
Income taxes-current 35,601 52,642
Income taxes-deferred 548 -19,157
Total income taxes 36,149 33,485
Minority interests in income 6,884 1,011
Net income 47,083 67,443
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[ Consolidated statements of cash flows]

As of March 31, 2009 | As of March 31, 2010
Millions of yen Millions of yen
Net cash provided by (used in) operating activities
Income before income taxes and minority interests 90,117 101,939
Depreciation and amortization 37,470 42,796
Impairment loss 1,565 2,359
Amortization of goodwill 455 1,820
Increase (decrease) in provision for retirement benefits 131 4,215
Increase (decrease) in allowance for doubtful accounts 72 -26
Interest and dividends income -4,060 -2,949
Interest expenses 1,560 3,167
Equity in (earnings) losses of affiliates -1,782 -4,922
Loss (gain) on change in equity -331
Decrease (increase) in notes and accounts receivable- -7,292 193
Decrease (increase) in inventories -9,264 -7,375
Increase (decrease) in notes and accounts payable-trade -5,221 5,296
Increase (decrease) in long-term unearned revenue 29,896
Other, net 4.967 19.096
Subtotal 108,388 195.507
Interest and dividends income received 6,862 8,895
Interest expenses paid -1,535 -3,216
Income taxes paid -55.244 -27.677
Net cash provided by (used in) operating activities 58.470 173,508
Net cash provided by (used in) investing activities
Purchase of property, plant and equipment -30,187 -39,719
Proceeds from sales of property, plant and equipment 748 158
Purchase of investment securities -149,459 -28,764
Proceeds from sales and redemption of investment 11,178 15,718
Payments for investments in capital -2,750
Purchase of investments in subsidiaries resulting in -34,469
chanae in scone of consolidation
Payments of loans receivable -1,528 -1,367
Collection of loans receivable 136 111
Payments into time deposits -9,078 -8,996
Proceeds from withdrawal of time deposits 3,618 8,704
Other, net -1.717 -4.858
Net cash provided by (used in) investing activities -213.610 -59.014
Net cash provided by (used in) financing activities
Increase (decrease) in short-term loans payable 19,334 13,468
Proceeds from long-term loans payable 73,556 3,472
Repayment of long-term loans payable -6,353 -27,607
Redemption of bonds -7,591
Proceeds from issuance of common stock 94,904
Cash dividends paid -4,066 -5,879
Cash dividends paid to minority shareholders -1,048 -914
Other, net -4.130 -3,087
Net cash provided by (used in) financing activities 172,196 -28.139
Effect of exchange rate change on cash and cash equivalents -9.695 958
Net increase (decrease) in cash and cash equivalents 7,361 87.313
Cash and cash equivalents at beginning of period 222,647 230,104
Increase (decrease) in cash and cash equivalents resulting 95 3,889
from chanae of scone of consolidation
Cash and cash eguivalents at end of period 230,104 321.306
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Otsuka Group - Pipeline Information

onproprietary Origin Category

Development Code/ Product name
name

(as of March 31, 2010)

Country/

Indication/Dosage form :
Region

Anti-cancer and cancer-supportive care

Albumin-bound Anti-cancer

ABI-007 : : Abraxis Bioscience : Breast cancer/Injection JP Filed
nanoparticle paclitaxel nanoparticle
NSCLC/Injection JP Phase Il
Gastric cancer/Injection JP Phase Il
PALO Palonosetron Helsinn Healthcare 5-HT3 receptor antagonist Ar_1t|er_net|c JECEEE il JP AIENES
Injection Jan-10
OVF Fentanyl Cephalon Narcotic analgesic Cancer pain/Oral JP Phase llI
S-1 Taiho Antl-p ancer : Gastric cancer/Oral us Phase llI
Anti-metabolite
TS-1(korea)
TS-ONE(singapore) A p—
china i ' '
( ) N Gastric cancer/Oral EU Filed
Antl_.c ancer Uterocervical cancer/Oral JP Asia Phase Il
Anti-metabolite
Anti-cancer
Anti-metabolite hepatocellular cancer/Oral JP Phase Il
Antl-_c ancer Pancreatic cancer, NSCLC/Oral US Phase Il
Anti-metabolite
Antl-p ancer Prostatic, renal cell cancer/Oral JP Phase I
Anti-metabolite
TSU-68 SUGEN Antl-cancer Hepatocellular carcinoma/Oral JP Phase Il
Molecularly-targeted drug
Antl-cancer Breast cancer/Oral JP Asia Phase Il
Molecularly-targeted drug
TAS-102 Taiho Antl-.c ancer : Colorectal cancer/Oral JP US Phase Il
Anti-metabolite
TAS-106 Taiho/SRI Anti-cancer Carcinoma of head and neck/ ;5 agia phase I
Anti-metabolite Injection
OTS102 Onpo SR Therapeutic cancer vaccine  Advanced pancreatic cancer/injectialP Phase II/1lI
Science Inc.
Biliary tract cancer/injection JP Phase Il
Havashibara Highly advanced hepatocellulal
OIF Interferon a ay : Natural interferon a carcinoma (combination with 5- JP Phase Il
Biochemical Labs .
FU)/Injection
SATIVEX* GW PharmaceuticalscannabinOid Cancer pain/Oral spray us Phase Il
(THC, CBD)
OPB-31121 Otsuka Anti-cancer Anti Cancer/Oral US Asia Phase |
OPB-51602 Otsuka Anti-cancer Anti-cancer/oral UsS, Asia Phase |
OTS11101 O TSIy Therapeutic cancer vaccine  Advanced pancreatic cancer/injectialP Phase |

Science Inc.
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Otsuka Group - Pipeline Information

(as of March 31, 2010)

Nonproprietary Country/

Indication/Dosage form Status

Development Code/ Product name

name

Region

Other areas
FRG-8813 Lafutidine Fujirebio H2-receptor antagonist Reflux esophagitis/Oral JP A&p;rrc_);/gd
P4 Propiverine Therapeutic drug for urinary : Approved
(BUP-4*) Hydrochloride Apogepha incontinence and frequency QLTI SOl il Dec-09
CDP870 (CIMZIAY) Certolizmab pegol UCB PEGylated Crohn's disease/Injection JP  Filing
anti-TNF a drug in process
Rheumatoid arthritis/Injection JP Phase lI/1l
OPC-12759 Rebamipide Otsuka Mucin-production Dry eyes/Eye drops JP Phase Il
enhancing agent
us Phase II
ACU-4429 Acucela Visual cycle modulator Dry AMD/Oral US Phase I
ONGLYZA* Saxagliptin Bristol-Myers Squibb ~ DPP-IV inhibitor Type?2 Diabetes Mellitus/Oral JP Phase lI/1I
OPC-67683 Otsuka Anti-tuberculosis agent Multidrug-resistant Tuberculosis/Oral  Global Phase I
OPC-6535 Tetomilast Otsuka Anti-inflammatory agent Crohn's disease/Oral kjc)Pr(;a Phase I/l
JP. US,
COPD/Oral China Phase I
Korea
Meiii Dairies Recombinant peptide for
TAC-201 ) Al immumotherapy of Japanese cedar Cedar pollen allergy/Injection JP Phase |I
Corporation o
pollinosis
NST-141 Nippon Shinyaku Anti-pruritus agent DTS 2 IS EIE S JIP Phase /Il
external
Diagnostics
OMR-12200 Ferric ammonium citrate  Otsuka Oral contrast medium for Magnetic Resonance Jp Approved
(FerriSelts) gastrointestinal tract MRI cholangiopancreatography/Oral Mar-10
ODK.-0501 Otsuka D |agnlost|c agent of pneumococcus Extracorporeal diagnostic agent JP Filed
(Rapirun pneumococcus) infection
R H.pylori antibody kit Otsuka Diagnostic agent of H.pyroli infection Extracorporeal diagnostic agent JP Filed
(Rapirun H.pylori Stick) gl y g d 2 P g d
ODK-0801 Wilms tumor gene-1 Diagnostic and prognostic agent of : , .
(WT1 mRNA assay kit) (WT1)mRNA Assay kit~ Ouk@ MDS (myelodysplastic syndrome) < acorporeal diagnostic agent JF Filed

Note 1: Otsuka Groupe, in principle, discloses the compounds which are at a later development stage than Phase Il clinical trial in the Pipeline. In addition, some compounds such as anti-cancer agents are disclosed from Phase |
clinical trial in the list.
Note 2: Product names with asterisk "' are the names used outside Japan.
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