R&D Activities and Production Faclilities

New Product Development
Seikagaku Corporation is developing innovative new products. A medical device designed for use in the

treatment of interstitial cystitis is in phase Ill clinical trials in the U.S. Drugs for treatment of various
conditions, including allergies and herniated lumbar discs, are in phase /Il clinical trials. These are
expected to appear on the market between 2006 and 2010. In addition, Seikagaku has a number of
projects at the pre-clinical and exploratory research stages, including an anti-inflammatory product that
is being developed in partnership with GLYCODesign Inc. of Canada. We are confident that these
projects will all lead to the creation of revolutionary new products. Current research activities are

summarized in the following table.
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Production Facilities Expanded

Seikagaku’s main production facility is the Takahagi Plant. In December 2000, a third drug production
building was completed. The new building, which cost ¥2,500 million, will provide increased capacity for
future growth in overseas sales and relieve pressure on existing production capacity for OPEGAN® and
OPEGAN Hi®. Its advanced facilities will also support increased process automation and improved
efficiency and facilitate compliance with increasingly stringent GMP requirements. In addition, new
equipment in the facility will allow Seikagaku to meet a wide range of packaging requirements for

overseas markets. Shipments are scheduled to start in August 2001.

R&D Expenses

Millions of Yen
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The third drug production building in the

Takahagi Plant.

The Central Research Laboratories,
the Company’s core R&D facilities.




