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Corporate Profile

Seikagaku Corporation is a leader in the expanding field of glycoscience, a discipline

that involves the study of glycoconjugates—complex, hybrid macromolecules of

carbohydrate and non-carbohydrate composition that serve to control all of life’s

basic processes. In 1950, Seikagaku was the first company to manufacture

chondroitin sulfate on an industrial scale, and this glycoconjugate is now an

essential component of a wide variety of pharmaceutical products. In 1987, it

launched the world’s first sodium hyaluronate formulation for osteoarthritis in knee

and shoulder joints, which it sells under the ARTZ®, ARTZAL® and SUPARTZ® brands

throughout the world.

Today, Seikagaku is recognized internationally as a primary producer of

glycoconjugate-related pharmaceuticals, such as sodium hyaluronate formulations

for osteoarthritis, along with OPEGAN® and OPEGAN Hi®, which were Japan’s first

sodium hyaluronate formulations used as a surgical aid in cataract surgery.

A very important area of Seikagaku’s business includes ethical pharmaceuticals,

along with research biologicals and diagnostics that are used for glycoconjugate

research and medical treatment. The sale of pharmaceutical bulk products also

comprises a part of Seikagaku’s operations.

Seikagaku has a vision: to realize, on behalf of patients and medical professionals,

the full promise inherent in the field of glycoscience, which after 50 years of support,

is finally emerging as a venue of leading-edge scientific and clinical inquiry.

Seikagaku’s Business Outline

Pharmaceuticals and 
Medical Devices

Research Biologicals Bulks for Pharmaceuticals, 
Cosmetics and 
Health Food Products

Oral Care Products Diagnostics

• Intra-articular injections for 
improving joint functions
ARTZ®, ARTZ Dispo®, ARTZAL®, 
SUPARTZ®

• Ophthalmologic surgical aids
OPEGAN®0.6, OPEGAN®1.1, 
OPEGAN Hi®

• Carbohydrate-related reagents 
Enzymes, Substrates, 
Standards, Oligosaccharides

• Monoclonal antibodies
Anti-glycoconjugates, Anti-
adhesion molecules, Anti-cell 
surface markers

• Endotoxin-detecting reagents
TOXICOLOR®, ENDOSPECY®

• Periodontal regeneration 
material 
Emdogain® Gel

• Mouthwash KINUSUI 

• Diagnostics for gram-negative 
bacterial infections
ENDOSPEC® ES TEST MK, 
ENDOSPEC® ES TEST TE

• Diagnostics for invasive fungal 
infections
FUNGITEC® G TEST MK, 
FUNGITEC® G TEST TE

• Sodium chondroitin sulfate

• Sodium hyaluronate

• Liver hydrolysate
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Glycoscience

Seikagaku Corporation specializes in glycoscience. The fundamental focus of this

relatively new scientific field is the molecular components responsible for signal

transmission between cells. Rapid advances in science and medicine over the past

two decades have shown that information systems based on glycoconjugates

control or influence all life processes—including fertilization, cell growth, cell-to-cell

adhesion, inflammation, immune defense, viral replications, bacterial, viral and

parasitic infection, and aging—as well as cancer and other diseases.

The world is more familiar with DNA research, which has opened up totally new

areas of biological and medical knowledge. But, while living organisms use DNA to

transmit information to their descendants, they rely on glycoconjugates to carry the

information needed for day-to-day life processes. To use a manufacturing metaphor,

DNA is a blueprint of a factory; while glycoconjugates represent conversations,

telephone calls, faxes and other means to share information among the people who

work in the factory. Just as a factory, no matter how advanced, could not function if

its workers were unable to communicate with each other, so the processes of life

would not be possible without the sharing of information between cells. When those

information systems deteriorate, the factory becomes less efficient, and the living

organism begins to suffer from disease and aging.

The growing significance of glycoscience within the medical field is expected to

provide unlimited potential for Seikagaku, the industry’s foremost pioneer in

glycoconjugate clinical applications.

R&D Basic Policy and Structure

Glycosaminoglycans (GAG)

Target Materials

All Diseases

Target Diseases

Development of 
Medical Devices

All Materials

Target Materials

Diseases of Joints

Specific Diseases

Glycogene Network

Research for 
OA-related Genes

• Specialization • Expansion

Central Research Laboratories

Glycoconjugate Research Project
Glycoconjugate Preparation Project(                    )

Aichi Medical University
Institute for Molecular
Science of Medicine

Creation Kazusa
Companies, Colleges and

Research Institutes Collaborating
on Joint Research

Glycogene Network

NEDO
Project
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Business Results

The results for the year ended March 31,

2002 show slight reductions in both sales

and income compared with the previous

year’s figures. Consolidated net sales

were essentially even, slipping by 1.7% to

¥19,123 million and net income was 6.1%

lower at ¥1,533 million. These declines

were significantly less than in the previous

year and better than the forecast at the

beginning of the term. The slide in sales

was attributed to intense competition in

Japan with our mainstay products, ARTZ®

and ARTZ Dispo®, the joint function

improvers. Another factor was the decline

in bulk sales due to falling demand from

the over-the-counter market in the slowing

Japanese economy. On the other hand,

export sales of ARTZ Dispo® (introduced in

the U.S. market under the brand name of

SUPARTZ® in April 2001) increased

steadily throughout the period. These

activities brought our cumulative sales of

ARTZ® (including overseas brands) to

beyond 100 million units since 1987.

The major extraordinary loss for the year

under review arose from appraisal losses

and losses on sale of negotiable securities.

Because additions to the reserve fund for

employee pension benefits, as made in

the previous fiscal year, were not called

for, extraordinary losses in the year under

review were reduced. 

Outlook

For the year ending March 31, 2003, we

are predicting a return to sales growth

and profitability. Our conservative

projection calls for net income to recover

to a level not seen for two years, at

around ¥2,300 million on net sales of

¥21,000 million. This growth will be driven

by increases in overseas sales that offset

an anticipated income decline in Japan. 

Although we will take all the steps

necessary with our marketing partners to

maintain unit sales volume in Japan at

current levels, income from these sales

will decline as a result of decreases in the

Japanese Health Insurance reimburse-

ment prices for these products.  

A Three-platform Program 

for Higher Growth

The current profit ratio is 8.0%, and the

balance sheet is very healthy. Total assets

are  ¥44.4 billion. Total shareholders’

equity is around 90%, and we are virtually

debt free, with sufficient assets to

comfortably fund strategic investments

and sustain our current levels of research

and development. Although we are a very

healthy company on the basis of our

balance sheet, our share price has been

disappointing for some time. This is

because that, even though we have been

very successful with one product, we

have yet to develop a successor that can

meet our specifications for high-level

profitability and growth. 

There is no question that the ultimate

key to strong, sustained growth is finding

new products, but this is a difficult process

that will take time and is full of uncertainty.

Therefore, until we can achieve that

ultimate objective, it is essential for us to

sustain our current business in a maturing

Japanese market as we expand our

overseas business over the medium term.

We have crystallized this thinking into

a formal, three-element strategy to

support renewed growth and profitability.

Consolidated Financial Highlights

Thousands of
Millions of Yen U.S. Dollars (Note 1)

Years Ended March 31 2002 2001 2000 1999 2002

Net Sales

Gross Profit

Operating Income

Net Income

Total Assets

Shareholders’ Equity

Per Share of Common Stock: Yen U.S. Dollars

Net Income
(Assuming Full Dilution)

Cash Dividends

Notes: 1. U.S. dollar amounts are converted, for convenience only, at the rate of ¥133 = U.S.$1, the approximate rate at March 31, 2002.
2. Net income per share is computed on the weighted average number of shares outstanding after giving retroactive adjustment for subsequent stock splits for

each of the years.
3. Cash dividends per common share are the amounts applicable to the respective years without giving retroactive adjustment for subsequent stock splits.

¥ 19,450 ¥ 22,017 ¥ 19,493

12,853 15,622 13,400

3,874 6,312 4,416

1,633 2,570 2,219

44,097 43,815 42,227

38,651 37,707 34,464

¥ 62.72 ¥ 98.70 ¥ 85.24

20.00 20.00 20.00

¥ 19,123
12,689
3,890
1,533

44,447
39,828

¥ 58.90
20.00

$ 143,782
95,406
29,248
11,526

334,188
299,459

$ 0.44
$ 0.15
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Maintain Domestic Sales Revenues 

We intend to protect our high market

share for ARTZ® and ARTZ Dispo® in

Japan by exploiting four strong

advantages: a skilled and creative

marketing partner in Kaken

Pharmaceutical Co., Ltd., ability to provide

unmatched volumes of research and

clinical data, most extensive research

experience and an excellent reputation in

the medical community through the high

quality and safety of these products. 

We will also leverage similar

strengths with Santen Pharmaceutical

Co. Ltd., the marketing partner for

OPEGAN® and OPEGAN Hi®, to expand

the market for these ophthalmologic

surgical aids for cataract surgery. We will

develop a new market for Emdogain®

Gel, which we license from Biora AB in

Sweden and reintroduced to the

Japanese market in March 2002. 

It is a product that biologically recreates

tooth attachment lost due to periodontitis.

Emdogain® Gel is a resorbable,

implantable material which consists of

hydrophobic enamel matrix proteins

premixed with the vehicle solution,

propylene Glycol Alginate. It is intended as

an adjunct to periodontal surgery for

topical application onto exposed root

surfaces to treat intrabony defects due to

moderate or severe periodontitis.

We are also moving to bring

profitability to our reagent business by

March 2004. Specific measures will

include a streamlining of the current

product list, rationalization of pricing and

improvements in organizational

efficiency. Our main purpose for selling

reagents is to encourage research in

glycoconjugates. We believe there is

sufficient room for us to advance

rationalization with the understanding of

the researchers who have supported us

over the years.  

We will build our first platform by

maintaining sales of existing products,

especially sodium hyaluronate, and

improving profit margins.  

We will build our next platform by

expanding overseas sales and fostering

our new business activities.  

Over the long term, we will construct a

third platform by developing new

products and launching them onto the

market.

Maintain Domestic
Sales Revenues

Grow Overseas Sales

Step

Step

Step

Accelerate New-drug
Discovery

Step11

2

3

ARTZ Dispo®, the world’s first

sodium hyaluronate formulation

for osteoarthritis in knee and

shoulder joints

OPEGAN Hi®,  the ophthalmologic 

surgical aid for cataract surgery
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Grow Overseas Sales 

This part of our strategy will be the basis

for medium-term sales and profit growth.

In January 2002, SUPARTZ®, the brand

name in the U.S. and major EU countries

for the product known as ARTZ Dispo® in

Japan, was listed in the Medicare

insurance reimbursement system in the

U.S. With these events pushing us

forward, we anticipate that SUPARTZ®

sales will continue to increase steadily in

the coming fiscal year.

Associates of Cape Cod, Inc. (ACC) is a

consolidated subsidiary in the U.S. and

primary manufacturer of reagents for

endotoxin assays. In the year under

review, the company took steps that will

significantly enhance its manufacturing

and R&D capabilities by completing

construction of a new multipurpose

headquarters building. Production will

move to the newly completed facility by

the beginning of 2004, following approval

by the FDA.

We believe that with these new

facilities, a strengthened worldwide sales

network, and a collection of new products

and applications being readied for the

market, ACC is on the verge of achieving

its full potential.

Accelerate New-drug Discovery

We have been a research-based

organization and traditionally devote

approximately 20% of our total revenues

to R&D. Currently, we have six promising

new products in various stages of clinical

trials, and the search continues for new

products that will take us to the next

stage of growth as a company. Last year,

we announced a reorganization of our

R&D structure with the object of

speeding up breakthrough development

of world-class products. At the same

time, we announced our cooperation with

the Japanese Government’s projects in

glycoconjugate research.

We are fortunate to have been leading

and supporting research in this field for

over 50 years. Now, as genome research

gives way to the realization of the key

role of glycoconjugates in cell

metabolism and communication, we are

poised on the crest of what promises to

become a very large wave.

How well we exploit this opportunity

depends on whether or not we can quickly

transform our findings into development

and introduction of new products. I believe

the steps we have taken in the past year

position us to do exactly that.

President

Shirow Enoki

Step 2

Step 3

WESTERN EUROPE

UK
France
Germany
Holland
Spain
Belgium
Austria
Italy
Portugal

NORTHERN EUROPE

Sweden
Finland
Iceland
Denmark

Worldwide Market for SUPARTZ®, ARTZAL® and ARTZ®

ASIA

Japan
Taiwan
China
Korea

NORTH AMERICA

U.S.A.
Canada

0

1,000

2,000

3,000

0

10

20

30
(Millions of Yen)

%

’99/3 ’00/3 ’01/3 ’02/3

2,208 2,215
2,344

2,990

Overseas Sales

Share of Total Sales

11.3% 10.1%
12.1%

15.6%

Overseas Sales Trend and 
Share of Total Sales

SUPARTZ®, which went on sale in the U.S. 

from April 2001
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New Product Development

Seikagaku has always specialized in

research and development based on

glycoconjugates. It is now apparent that

human biological mechanisms cannot be

understood purely on the basis of

genetics, and interest is shifting to the

role of glycoconjugates—hybrid

macromolecules comprising

carbohydrates in conjunction with other

molecules, such as proteins and lipids. 

Recent findings point to the central role

of glycoconjugates in many forthcoming

medical breakthroughs that increase the

probability of new product developments.

It is impossible for us to comprehen-

sively cover the entire field of study.

Seikagaku has therefore identified

Glycosaminoglycans (GAG) as its main

focus among the glycoconjugates. On the

other hand, based on our extensive expe-

rience with ARTZ®, we plan also to

continue to develop new products for

joint diseases. We will thus focus our

resources on these two research themes.

(see the chart on p.1) 

Research Tie-ups

Since its establishment in 1947,

Seikagaku has encouraged and

supported glycoconjugate research. Our

Central Research Laboratories work

closely with the glycoconjugate and

glycogene researchers in universities,

corporations and other organizations.

These include the work of Aichi Medical

University’s Institute for Molecular

Science of Medicine, which it has

assisted for over a decade, the

Compound Glycoscience Research Circle

and the Glycoengineering Joint Research

Project. These collaborations are integral

to our long-term success. 

An estimated 200 genes process sugar

chains, and Japan is a leader in research

into genes relating to the enzymes that

attach sugars to proteins, or remove or

cut them. Seikagaku is heavily involved in

national projects that are already under

way as the New Energy and Industrial

Technology Development Organization

(NEDO) builds a national infrastructure for

carbohydrate research. Seikagaku plays a

defining role in many of these initiatives

and in the glycogene library project of the

National Institute of Advanced Industrial

Science and Technology (AIST).

New Collaboration Agreements

In August 2002, Seikagaku and the

biotech startup AnGes MG, Inc. agreed to

cooperate in the joint development of NFκ
B Decoy, a product to combat articular

rheumatism and osteoarthritis. Seikagaku

will receive exclusive manufacturing

rights in Japan upon successful

completion of the development.

At the same time, Seikagaku began

working on co-development of SI-7201

(see R&D Pipeline chart) with Nippon

Shinyaku Co., Ltd., who will also handle

exclusive sales responsibilities in Japan.

Advanced Production Goes Online

The Third Production Building at the

Takahagi Plant, Seikagaku’s main

production site in Japan, began shipments

in August 2001. The new facility features

the latest automated process technology

and improved efficiency, while complying

with GMP requirements, which are

growing increasingly stringent. The facility

also meets the wide range of packaging

requirements for overseas markets.

The Glycoforum was established as a project to
mark the 50th anniversary of Seikagaku’s estab-
lishment. It has been developed as an information
site dedicated to carbohydrate research, and it has
achieved considerable success in that role. 
http://www.glycoforum.gr.jp/

0

1,000

2,000

3,000

4,000

5,000
(Millions of Yen)

’03/3
(forecast)

’02/3’01/3’00/3’99/3
0

10

20

30%

% of Net Sales

R&D Cost

21.8%
17.5%

19.5% 19.5%
21.7%

4,245
3,844 3,789 3,737

4,555

Indication: Dev. Stage Launching Profile:

Endoscopic surgical aid P III (Japan) 2005 Aid for endoscopic mucosal resection

Treatment for interstitial cystitis P III (U.S.A.) 2006 Improvement of defective bladder-protective GAG layers

Anti-allergy P I/ II (U.S.A.) 2007 Reduction of antigen-specific IgE production

Treatment for meniscus injury P II (Japan) 2008 Repair and regeneration of meniscal tears

Treatment for herniated lumbar discs P I / II (Japan) 2010 Specific digestion of chondroitin sulfate (Chemonucleolysis)

Fungitec®G test for U.S. market Diagnostic for invasive fungal infections Clinical trials (U.S.A.) 2003 First diagnostics for mycosis in the U.S.

SI-6604
(Additional indication for ARTZ®)

SI-6603
(Chondroitinase ABC)

SI-7201
(HA medical device) 

SI-4404
(HA medical device) 

SI-3401
(Anti-CD23 antibodies)

R&D Pipeline

R&D Cost and % of Total Net Sales

5
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Divisional Review

Divisional ReviewDivisional Review
Divisional Review

Divisional Review

Pharmaceuticals and Medical Devices

The joint function improvers ARTZ® and

ARTZ Dispo® are the largest selling

products in Seikagaku’s line-up. During

the year in review, the domestic market

share for ARTZ® and ARTZ Dispo® was

successfully maintained at above 60%

against competition, and sales declined

only slightly, indicating a leveling out of

the trend of previous years.

We believe that pressure in this

sector from competing products will

continue. On the other hand, most

patients for joint improver formulations

are elderly, and because this age group

is growing in the population, the market

in Japan expanded at 8.8% compared

with the previous fiscal year. With

market expansion of this magnitude, the

sales growth potential of ARTZ® remains

strong, even though it has been on the

market for 15 years. In fact, Japan’s

Ministry of Health, Labour and Welfare

projects that the elderly will comprise

29% of the population in 2025 and 36%

in 2050. Therefore, an important part of

our strategy is to capture the gains

afforded by this annual market growth as

we simultaneously fight to increase

market share for ARTZ® products. 

Overseas, sales in the U.S. market

began in April 2001 and showed strong

early performance due to approval for

Medicare reimbursement, which was

received in January 2002.

Amid strong competition, combined

sales of OPEGAN® and OPEGAN Hi®, the

ophthalmologic surgical aid for cataract

surgery, experienced a small loss in

market share of 1.1 points. Seikagaku

enhanced its line-up with the re-

formulated Emdogain® Gel, a medical

device for use in periodontal treatment,

in March 2002. 

Consolidated sales in the

Pharmaceuticals and Medical Devices

sector decreased by 3.0% from the

previous fiscal year to ¥13,718 million.

Research Biologicals and Diagnostics

Sales of diagnostics for Gram-negative

bacterial infections, ENDOSPEC® ES TEST

and sales of reagent products of third-

party companies grew steadily and offset

a slump in sales of other products.

Overseas sales also increased on the

resurging sales growth of ACC, our wholly

owned U.S. subsidiary. ACC’s

performance was driven by sales

expansion of its endotoxin reagents.

Consolidated sales in this sector

increased by 13.9% to ¥3,302 million.

Bulks

Despite sales growth of sodium

hyaluronate formulations for medical use,

domestic sales decreased as a result of

slow sales of sodium chondroitin sulfate, a

major component of this sector. These

results reflect overall declines in the market

for bulks in the wake of falling consumer

purchasing, as well as public concern about

the safety of biopharmaceutical products. 

Consolidated sales in this segment

decreased by 3.3% to ¥1,666 million.

Others

Consolidated sales in this segment, which

includes skin creams, ingredients for

dietary supplements and royalties,

amounted to ¥437 million, a decline of

36.0% compared with the previous year’s

figure. Royalties in the year ended March

31, 2002 were significantly lower, reflecting

a return to the norm following a period of

higher-than-average activity. Income from

this source was 52.0% lower during the

year under review at ¥265 million.
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0

5,000
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(Millions of Yen)
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0
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2,900
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2,000
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1,529

1,724 1,666

(Millions of Yen)
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814

1,636

682
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(Millions of Yen)

Sales of Research Biologicals and
Diagnostics

Sales of Bulks

Sales of Others

Sales of Pharmaceuticals and Medical
Devices
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Audit Dept.

General Affairs Dept.

Accounting Dept.

Corporate Planning Dept.

International Marketing Div.

Manufacturing Technology Dept.

Pharmaceuticals Div. Medical Affairs Dept.

Fine Chemicals Div.

Central Research Laboratories

Kurihama Plant Glycoconjugate Research Center

Takahagi Plant

Managing Committee

President

Auditors

Auditors Meeting

LAL Strategic Planning Dept.

Intellectual Property Dept. Clinical Research Audit Group

Research & Planning Dept.

Regulatory Affairs/Quality Assurance Dept.

Research & Development Dept.

Research Planning Dept.

General Affairs Dept.

Reagents & Diagnostics Research Lab.

Medicinal Safety & Pharmacokinetics Research Lab.

Formulation & Analysis Research Lab.

Medical Devices Research Lab.

Pharmacology Research Lab.

Exploratory Chemistry Research Lab.

Pharmaceutical Chemicals Business Unit

LAL Business Unit

Oral Care Business Unit

International Marketing Dept.

Post-marketing Surveillance Dept. Shipping Center Section

Marketing Dept.

Biochemicals Business Unit

Board of Directors

Organization (As of October 1, 2002)
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Thousands of
Millions of Yen U.S. Dollars (Note 1)

2002 2001 2002
Assets

Current assets:
Cash and cash equivalents
Short-term investments (Note 3)
Notes and accounts receivable—trade
Allowance for doubtful accounts
Inventories (Note 4)
Deferred tax assets (Note 9)
Other current assets

Total current assets

Property, plant and equipment—at cost:
Land
Buildings and structures
Machinery and equipment
Construction in progress

Total
Accumulated depreciation

Net property, plant and equipment

Investments and other assets:
Investments in an unconsolidated subsidiary
Investment securities (Note 3)
Goodwill
Deferred tax assets (Note 9)
Other assets
Allowance for doubtful accounts

Total investments and other assets

Total

Liabilities and Shareholders’ Equity

Current liabilities:
Short-term borrowings (Note 6)
Notes and accounts payable—trade
Notes and accounts payable—other
Accrued expenses
Accrued income taxes
Other current liabilities

Total current liabilities

Long-term liabilities:
Retirement benefits (Note 7)
Other long-term liabilities

Total long-term liabilities

Shareholders’ equity (Notes 8 and 13):
Common stock—authorized, 80,000,000 shares; 

issued, 26,037,375 shares in 2002 and 2001
Additional paid-in capital
Retained earnings
Unrealized loss on available-for-sale securities
Foreign currency translation adjustments

Total
Treasury stock—at cost, 3,653 shares in 2002 and 1,371 shares in 2001

Total shareholders’ equity

Total

Financial Statements

Consolidated Balance Sheets
March 31, 2002 and 2001

Seikagaku Corporation and Consolidated Subsidiaries

¥13,513
1,058 
6,866 

(33)
3,648 

527 
574 

26,153 

714 
10,062 
4,377 

495 

15,648 
(8,836)

6,812 

25 
7,870 

482 
1,304 
1,903 
(452)

11,132 

¥44,097

¥       11
1,522 

792 
628 
582 
93 

3,628 

1,817 
1 

1,818 

3,840 
5,302 

29,617 
(9)

(98)

38,652 
(1)

38,651 

¥44,097

¥10,780 $  81,053
1,813 13,632 
6,555 49,286 

(21) (158)
3,875 29,135 

488 3,669 
623 4,684 

24,113 181,301 

720 5,413 
10,140 76,241 
4,517 33,962 
3,062 23,023 

18,439 138,639 
(9,529) (71,647)

8,910 66,992 

25 188 
7,784 58,526 

174 1,308 
1,206 9,068 
2,730 20,527 
(495) (3,722)

11,424 85,895 

¥44,447 $334,188 

¥         2 $         15 
830 6,240 

1,077 8,098 
503 3,782 
565 4,248 
59 444 

3,036 22,827 

1,583 11,902 

1,583 11,902 

3,840 28,872 
5,302 39,865 

30,582 229,940 
(46) (346)
153 1,150 

39,831 299,481 
(3) (22)

39,828 299,459 

¥44,447 $334,188 

See Notes to Consolidated Financial Statements.
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See Notes to Consolidated Financial Statements.

Thousands of
Millions of Yen U.S. Dollars (Note 1)

2002 2001 2002

Net sales (Notes 10 and 12)

Cost of sales

Gross profit

Selling, general and administrative expenses (Note 11)

Operating income

Other income (expenses):

Interest and dividend income

Loss on sales of short-term investments and investment securities

Loss on devaluation of short-term investments and investment securities

Exchange gain

Charge for full amount of transitional obligations for retirement benefits

Other—net

Other expenses—net

Income before income taxes

Income taxes (Note 9):

Current

Deferred

Total

Net income

Yen U.S. Dollars

Per share of common stock (Note 2.n):

Net income

Cash dividends applicable to the year

Consolidated Statements of Income
Years Ended March 31, 2002 and 2001

Seikagaku Corporation and Consolidated Subsidiaries

¥19,450 

6,597 

12,853 

8,979 

3,874 

612 

(439)

(274)

35 

(738)

(33)

(837)

3,037 

1,699 

(295)

1,404 

¥  1,633 

¥62.72 

20.00 

¥19,123 $143,782 

6,434 48,376 

12,689 95,406 

8,799 66,158 

3,890 29,248 

101 759 

(357) (2,684)

(718) (5,398)

174 1,308 

(124) (932)

(924) (6,947)

2,966 22,301 

1,258 9,459 

175 1,316 

1,433 10,775 

¥  1,533 $11,526 

¥58.90 $0.44 

20.00 0.15 
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See Notes to Consolidated Financial Statements.

Millions of Yen

Issued Unrealized Foreign
Number of Additional Loss on Currency
Shares of Common Paid-in Retained Available-for-sale Translation Treasury

Common Stock Stock Capital Earnings Securities Adjustments Stock

Balance, April 1, 2000 26,037,375 ¥3,840 ¥5,302 ¥28,566 ¥(1)

Net income 1,633 

Cash dividends, ¥20 per share (521)

Bonuses to directors and corporate auditors (61)

Net increase in unrealized loss on 
available-for-sale securities ¥  (9)

Net decrease in foreign currency 
translation adjustments ¥ (98)

Balance, March 31, 2001 26,037,375 3,840 5,302 29,617 (9) (98) (1)

Net income 1,533

Cash dividends, ¥20 per share (520)

Bonuses to directors and corporate auditors (48)

Net increase in unrealized loss on 
available-for-sale securities (37)

Net increase in foreign currency 
translation adjustments 251

Purchase of treasury stock (2)

Balance, March 31, 2002 26,037,375 ¥3,840 ¥5,302 ¥30,582 ¥(46) ¥153 ¥(3)

Thousands of U.S. Dollars (Note 1)

Unrealized Foreign
Additional Loss on Currency

Common Paid-in Retained Available-for-sale Translation Treasury
Stock Capital Earnings Securities Adjustments Stock

Balance, March 31, 2001 $28,872 $39,865 $222,684 $  (68) $  (737) $  (7)

Net income 11,526

Cash dividends, $0.15 per share (3,909)

Bonuses to directors and corporate auditors (361)

Net increase 
in unrealized loss on available-for-sale securities (278)

Net increase 
in foreign currency translation adjustments 1,887

Purchase of treasury stock (15)

Balance, March 31, 2002 $28,872 $39,865 $229,940 $(346) $1,150 $(22)

Consolidated Statements of Shareholders’ Equity
Years Ended March 31, 2002 and 2001

Seikagaku Corporation and Consolidated Subsidiaries
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See Notes to Consolidated Financial Statements.

Thousands of
Millions of Yen U.S. Dollars (Note 1)

2002 2001 2002

Operating activities:

Income before income taxes ¥  3,037 

Adjustments for:

Income taxes—paid (2,354)

Depreciation and amortization 965 

Provision for doubtful accounts 250 

Loss on sales of short-term investments and investment securities 439 

Loss on devaluation of short-term investments and investment securities 274 

Exchange gain (34)

Bonuses to directors and corporate auditors (61)

Changes in assets and liabilities, net of effects from:

Decrease (increase) in notes and accounts receivable—trade (884)

(Increase) decrease in inventories 230 

(Decrease) increase in notes and accounts payable—trade 165 

Increase (decrease) in accounts payable—other (434)

(Decrease) increase in retirement benefits 711 

Other—net (2)

Net cash provided by operating activities 2,302 

Investing activities:

Proceeds from sales of short-term investments 1,565 

Payments for purchases of short-term investments (1,001)

Proceeds from sales of assets on sale-and-leaseback contracts 1,583 

Payments for purchases of fixed assets (2,187)

Proceeds from sales of investment securities 4,931 

Payments for purchases of investment securities (5,253)

Other—net 32 

Net cash used in investing activities (330)

Financing activities:

Dividends paid (519)

Other—net (487)

Net cash used in financing activities (1,006)

Foreign currency translation adjustments on cash and cash equivalents 62

Net (decrease) increase in cash and cash equivalents 1,028 

Cash and cash equivalents, beginning of year 12,485 

Cash and cash equivalents, end of year ¥13,513

¥  2,966 $ 22,301 

(1,241) (9,331)

1,011 7,603 

31 233 

357 2,684 

718 5,398 

(232) (1,744)

(48) (361)

342 2,571 

(169) (1,271)

(703) (5,286)

224 1,684 

(234) (1,759)

(141) (1,060)

2,881 21,662 

1,045 7,857 

(999) (7,511)

(2,425) (18,233)

2,363 17,767 

(4,068) (30,586)

(905) (6,805)

(4,989) (37,511)

(520) (3,910)

(17) (128)

(537) (4,038)

(88) (662)

(2,733) (20,549)

13,513 101,602 

¥10,780 $ 81,053 

Consolidated Statements of Cash Flows
Years Ended March 31, 2002 and 2001

Seikagaku Corporation and Consolidated Subsidiaries
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The accompanying consolidated financial statements have been
prepared in accordance with the provisions set forth in the
Japanese Securities and Exchange Law and its related
accounting regulations, and in conformity with accounting
principles and practices generally accepted and applied in Japan,
which are different in certain respects as to application and
disclosure requirements of International Accounting Standards.
The consolidated financial statements are not intended to present
the financial position, results of operations and cash flows in
accordance with accounting principles and practices generally
accepted in countries and jurisdictions other than Japan.

In preparing these consolidated financial statements, certain
reclassifications and rearrangements have been made to the
consolidated financial statements issued domestically in order to
present them in a form which is more familiar to readers outside
Japan.  In addition, the notes to the consolidated financial
statements include information which is not required under
accounting principles generally accepted in Japan but is presented
herein as additional information.  Certain reclassifications have
been made in the 2001 consolidated financial statements to
conform to the classifications used in fiscal 2002.

The consolidated financial statements are stated in Japanese
yen, the currency of the country in which Seikagaku Corporation
(the “Company”) is incorporated and operates.  The translations
of Japanese yen amounts into U.S. dollar amounts are included
solely for the convenience of readers outside Japan and have
been made at the rate of ¥133 to $1, the approximate rate of
exchange at March 31, 2002.  Such translations should not be
construed as representations that the Japanese yen amounts
could be converted into U.S. dollars at that or any other rate.

2. Summary of Significant Accounting Policies

a. Consolidation — The consolidated financial statements as
of March 31, 2002 and 2001, include the accounts of the
Company and its significant six majority-owned
subsidiaries (together, the “Group”).

The fiscal years of all consolidated subsidiaries end on
December 31.  Accordingly, the accompanying consolidated
financial statements include the accounts of the consolidated
subsidiaries for the years ended December 31, 2001 and 2000.
Significant transactions between December 31 and March 31
are reflected in the consolidated financial statements.

Investments in an unconsolidated subsidiary in fiscal
2002 and 2001 are stated at cost.  If the equity method of
accounting had been applied to such investments, the effect
on the accompanying consolidated financial statements would
not be material.

The excess of the cost of the Company’s investments
in consolidated subsidiaries made in prior years, over its equity
in the net assets at the date of acquisition (“Goodwill”), is
being amortized over a period of 5 years.  Effective April 1,
1999, the excess of the cost of an acquisition over the fair
value of the net assets of an acquired subsidiary at the date of
acquisition is being amortized over a period of 15 years.

All significant intercompany balances and
transactions have been eliminated in consolidation.  All
material unrealized profit included in assets resulting from
transactions within the Group is eliminated.

b. Cash Equivalents — Cash equivalents are short-term
investments that are readily convertible into cash and that are
exposed to insignificant risk of changes in value.

Cash equivalents include time deposits, certificate of
deposits, commercial papers and mutual funds mainly
investing in bonds that represent short-term investments, all
of which mature or become due within three months of the
date of acquisition.

c. Short-term Investments and Investment Securities —
Short-term investments and investment securities are
classified and accounted for, depending on management’s
intent, as follows:  
(1) held-to-maturity debt securities which are expected to be

held to maturity with the positive intent and ability to hold
to maturity are reported at amortized cost and 

(2) available-for-sale securities which are not classified as the
aforementioned securities are classified as available-for-
sale securities.  Marketable available-for-sale securities are
reported at fair value, with unrealized gains and losses, net
of applicable taxes, reported in a separate component of
shareholders’ equity.  The cost of securities sold is
determined based on the moving-average method.  Non-
marketable available-for-sale securities are stated at cost
determined by the moving-average method.  For other than
temporary declines in fair value, non-marketable available-
for-sale securities are reduced to net realizable value by a
charge to income.

1. Basis of Presenting Consolidated Financial

Statements

Notes to Consolidated Financial Statements
Years Ended March 31, 2002 and 2001

Seikagaku Corporation and Consolidated Subsidiaries
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d. Allowance for Doubtful Accounts — The allowance for
doubtful accounts is stated in amounts considered to be
appropriate based on the Company’s past credit loss
experience and an evaluation of potential losses.

e. Inventories — Merchandise and supplies are stated at cost
determined by the moving-average method, and finished
products, semi-finished products, raw materials and work in
process are stated at cost determined by the average method. 

f. Depreciation — Depreciation of property, plant and
equipment is computed by the declining-balance method
while the straight-line method is applied to buildings of the
Company acquired on and after April 1, 1998, over the
estimated useful lives of the assets.  The range of useful lives
is principally from 15 to 38 years for buildings and structures
and from 4 to 7 years for machinery and equipment.

g. Leases — All leases are accounted for as operating leases.
Under Japanese accounting standards for leases, finance
leases that deem to transfer ownership of the leased
property to the lessee are to be capitalized, while other
finance leases are permitted to be accounted for as operating
lease transactions if certain “as if capitalized” information is
disclosed in the notes to the lessee’s financial statements.

h. Retirement and Pension Plans — The Company has a
funded non-contributory pension plan covering substantially all
of its employees.  The amount of benefits is generally
determined on the basis of the current basic rates of
compensation and length of service at the time of termination
or mandatory retirement.

Effective April 1, 2000, the Company adopted a new
accounting standard for employees’ retirement benefits and
accounted for the liability for retirement benefits based on
the projected benefit obligations and plan assets at the
balance sheet date.

The full amount of the transitional obligation of ¥738 million,
determined as of the beginning of year, is charged to income
and presented as other expense in the statement of income.  As
a result, net periodic benefit costs as compared with the prior
method, increased by ¥955 million and income before income
taxes by ¥929 million.

Certain overseas subsidiaries also have a funded
contributory retirement plan, a 401(k) plan in the United States
of America, covering substantially all of their employees.

The Company also accrues retirement allowances for
directors and corporate auditors who customarily receive

lump-sum payments subject to shareholders’ approval.  The
annual provision for retirement allowance is calculated to state
the liability at the amount that would be required if all directors
or corporate auditors retired at each balance sheet date.  The
provision for the retirement allowance is not funded.

i. Research and Development Costs — Research and
development costs are charged to income as incurred.

j. Income Taxes — Deferred income taxes are recorded to
reflect the impact of temporary differences between assets
and liabilities recognized for financial reporting purposes and
such amounts recognized for tax purposes.  These deferred
taxes are measured by applying currently enacted tax laws to
the temporary differences.

k. Appropriations of Retained Earnings — Appropriations of
retained earnings at each year end are reflected in the financial
statements for the following year upon shareholders’ approval.

l. Foreign Currency Transactions — Short-term receivables
and payables denominated in foreign currencies are translated
into Japanese yen at year-end exchange rates and resulting
exchange gains and losses are recognized in earnings.

m.Foreign Currency Financial Statements — The balance
sheet accounts of the consolidated overseas subsidiaries are
translated into yen at the current exchange rates as of the
balance sheet date except for shareholders’ equity, which is
translated at historical exchange rates.  Differences arising
from such translation were shown as “Foreign currency
translation adjustments” in a separate component of
shareholders’ equity.

Revenue and expense accounts of the consolidated
overseas subsidiaries are translated into yen at the average
rate of exchange during the respective fiscal year.

n. Per Share Information — The computation of net income per
share is based on the weighted average number of shares of
common stock outstanding during each year, retroactively
adjusted for stock splits.  The average number of common
shares used in the computation was  26,036,100 shares for
fiscal 2002 and 26,036,490 shares for fiscal 2001.

Diluted net income per share is not disclosed because
there is no dilutive securities in fiscal 2002 and 2001.

Cash dividends per share presented in the
accompanying consolidated statements of income are
dividends applicable to the respective years including
dividends to be paid after the end of the year.
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Short-term investments and investment securities as of March
31, 2002 and 2001, consisted of the following:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Short-term investments:
Debt securities ¥   901
Other 157

Total ¥1,058
Investment securities:

Equity securities ¥3,361
Debt securities 1,611
Other 2,898

Total ¥7,870 

Information regarding each category of the securities
classified as available-for-sale and held-to-maturity at March 31,
2002 and 2001, was as follows:

Millions of Yen

2002
Unrealized Unrealized Fair

Cost Gains Losses Value

Securities classified as:
Available-for-sale:

Equity securities
Debt securities
Other

Held-to-maturity

Millions of Yen

2001
Unrealized Unrealized Fair

Cost Gains Losses Value

Securities classified as:
Available-for-sale:

Equity securities
Debt securities
Other

Held-to-maturity

Thousands of U.S. Dollars

2002
Unrealized Unrealized Fair

Cost Gains Losses Value

Securities classified as:
Available-for-sale:

Equity securities
Debt securities
Other

Held-to-maturity

Available-for-sale securities whose fair value is not readily
determinable as of March 31, 2002 and 2001, were as follows:

Carrying Amount

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Available-for-sale:
Equity securities ¥  8
Other 3

Total ¥11

Proceeds from sales of available-for-sale securities for the
years ended March 31, 2002 and 2001, were ¥11,227 million
($84,414 thousand) and ¥4,643 million, respectively.  Gross
realized gains and losses on these sales, computed on the moving
average cost basis, were ¥176 million ($1,323 thousand) and ¥533
million ($4,008 thousand), respectively, for the year ended March
31, 2002 and ¥862 million and ¥1,301 million, respectively, for the
year ended March 31, 2001.

The carrying values of debt securities and other investment by
contractual maturities for securities classified as available-for-sale
and held-to-maturity at March 31, 2002, are as follows:

Thousands of 
Millions of Yen U.S. Dollars

Available Held to Available Held to
for Sale Maturity for Sale Maturity

Due in one year or less ¥   811 ¥1,000 $  6,098 $7,519
Due after one year 
through five years 2,318 17,428

Due after five years 
through ten years 946 7,113

Total ¥4,075 ¥1,000 $30,639 $7,519

4. Inventories

Inventories at March 31, 2002 and 2001, consisted of the
following:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Merchandise ¥   223
Finished products 1,590
Semi-finished products 437
Work in process 963
Raw materials and supplies 435
Total ¥3,648

¥1,512 ¥462 ¥  94 ¥1,880
3,164 5 42 3,127
3,896 2 421 3,477

999 1 1,000

¥3,273 ¥741 ¥661 ¥3,353
2,009 8 55 1,962
3,374 33 355 3,052

550 2 552

$11,368 $3,474 $   706 $14,136 
23,789 38 316 23,511
29,293 15 3,165 26,143
7,511 8 7,519

¥1,810 
3

¥1,813 

¥1,990
2,317
3,477

¥7,784 

$13,609
23

$13,632

$14,962
17,421
26,143

$58,526

¥110
3

¥113

$827
23

$850

¥   262
1,758

386
871
598

¥3,875

$  1,970
13,218
2,902
6,549
4,496

$29,135

3. Short-Term Investments and Investment Securities
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5. Leases 

(1) Finance Leases

The Company leases certain machinery, equipment and other
assets under finance lease agreements.  Total lease payments
under finance lease arrangements that do not transfer
ownership of the leased equipment were ¥927 million ($6,970
thousand) and ¥752 million for the years ended March 31,
2002 and 2001, respectively.

Pro forma information of leased equipment such as
acquisition cost, accumulated depreciation, obligations under
finance leases, depreciation expense and interest expense of
finance leases that do not transfer ownership of the leased
equipment to the lessee on an “as if capitalized” basis as of
March 31, 2002 and 2001, was as follows:

Millions of Yen

2002
Machinery

and
Equipment Other Total

Acquisition cost
Accumulated depreciation
Net leased property

Millions of Yen

2001
Machinery

and
Equipment Other Total

Acquisition cost
Accumulated depreciation
Net leased property

Thousands of U.S. Dollars

2002
Machinery

and
Equipment Other Total

Acquisition cost
Accumulated depreciation
Net leased property

Obligations, depreciation expense and interest expense under
finance leases:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Due within one year ¥   805
Due after one year 2,088
Total ¥2,893
Depreciation expense ¥672
Interest expense 90

Depreciation expense is computed principally by the
declining-balance method.  Interest expense is computed by
the interest method.

(2) Operating Leases

The minimum rental commitments under non-cancelable
operating leases at March 31, 2002 and 2001, were as follows:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Due within one year ¥60
Due after one year 15
Total ¥75

6. Short-Term Borrowings

Short-term borrowings are represented by principally
unsecured bank loans.  The weighted average interest rate of
short-term borrowings was 8.0% and 11.9% at March 31, 2002
and 2001, respectively.

7. Retirement and Pension Plans

The Company has severance payment plans for employees,
directors and corporate auditors.

Under most circumstances, employees terminating their
employment are entitled to retirement benefits determined
based on the rate of pay at the time of termination, years of
service and certain other factors.  Such retirement benefits are
made in the form of a lump-sum severance payment from the
Company and annuity payments from a trustee.  Employees are
entitled to larger payments if the termination is involuntary, by
retirement at the mandatory retirement age, or by death.

Employees’ retirement benefits for the retirement and pension
fund at March 31, 2002 and 2001, consisted of the following:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Projected benefit obligation ¥ 4,424 
Fair value of plan assets (2,976)
Unrecognized prior service cost 226 
Unrecognized actuarial loss (96)
Net liability ¥ 1,578 

¥36
15

¥51

$270
113

$383

¥ 5,009 
(3,289)

203 
(602)

¥ 1,321 

$ 37,661 
(24,729)

1,526 
(4,526)

$   9,932 

¥4,197 ¥96 ¥4,293
2,824 59 2,883

¥1,373 ¥37 ¥1,410

¥4,486 ¥127 ¥4,613
2,367 67 2,434

¥2,119 ¥  60 ¥2,179

$31,556 $722 $32,278
21,233 444 21,677

$10,323 $278 $10,601

¥   692
1,485

¥2,177
¥   873

106

$  5,203
11,165

$16,368
$  6,564

797
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The components of net periodic benefit costs for the years
ended March 31, 2002 and 2001, are as follows:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Service cost ¥   235 
Interest cost 134 
Expected return on plan assets (81)
Amortization of prior service cost (2)
Recognized actuarial loss
Charge of full amount of 
transitional obligation 738 

Net periodic benefit costs ¥1,024  

Assumptions used for the years ended March 31, 2002 and
2001, are set forth as follows:

2002 2001

Discount rate 2.5% 3.0%
Expected rate of return on plan assets 2.2% 2.8%
Amortization period of prior service cost 10 years 10 years
Recognition period of actuarial loss 10 years 10 years
Amortization period of transitional obligation 1 year

The Company has another pension plan “Tokyo Pharmaceutical
Welfare Pension Fund” which is a multiemployee’s pension fund.
The amounts contributed to the fund which were charged to
income were ¥85 million ($639 thousand) and ¥129 million for the
years ended March 31, 2002 and 2001, respectively.

Liability for retirement benefits at March 31, 2002 and 2001,
for directors and corporate auditors was ¥262 million ($1,970
thousand) and ¥239 million, respectively.  The retirement benefits
for directors and corporate auditors are paid subject to the
approval of the shareholders.

Certain overseas subsidiaries also have a funded contributory
retirement plan, a 401(k) plan in the United States of America
covering substantially all of their employees.  The amount
contributed to the fund which was charged to income was ¥26
million ($195 thousand) and ¥18 million for the years ended March
31, 2002 and 2001, respectively.

8. Shareholders’ Equity

Japanese companies are subject to the Japanese Commercial
Code (the “Code”) to which certain amendments became
effective from October 1, 2001.

Prior to October 1, 2001, the Code required at least 50% of
the issue price of new shares, with a minimum of the par value
thereof, to be designated as stated capital as determined by
resolution of the Board of Directors.  Proceeds in excess of

amounts designated as stated capital were credited to additional
paid-in capital.  Effective October 1, 2001, the Code was revised
and common stock par values were eliminated resulting in all
shares being recorded with no par value.

Prior to October 1, 2001, the Code also required that an
amount at least equal to 10% of the aggregate amount of cash
dividends and certain other cash payments which are made as an
appropriation of retained earnings applicable to each fiscal period
shall be appropriated and set aside as a legal reserve until such
reserve equals 25% of stated capital.  Effective October 1, 2001,
the revised Code allows for such appropriations to be set aside
as a legal reserve until the total additional paid-in capital and legal
reserve equals 25% of stated capital.  The amount of total
additional paid-in capital and legal reserve which exceeds 25% of
stated capital can be transferred to retained earnings by
resolution of the shareholders, which may be available for
dividends.  The Company’s legal reserve amount, which is
included in retained earnings, totals ¥706 million ($5,308
thousand) and ¥675 million as of March 31, 2002 and 2001,
respectively.  Under the Code, companies may issue new
common shares to existing shareholders without consideration
as a stock split pursuant to a resolution of the Board of Directors.
Prior to October 1, 2001, the amount calculated by dividing the
total amount of shareholders’ equity by the number of
outstanding shares after the stock split could not be less than
¥50 thousand.  The revised Code eliminated this restriction.

Prior to October 1, 2001, the Code imposed certain
restrictions on the repurchase and use of treasury stock.
Effective October 1, 2001, the Code eliminated these restrictions
allowing companies to repurchase treasury stock by a resolution
of the shareholders at the general shareholders meeting and
dispose of such treasury stock by resolution of the Board of
Directors after March 31, 2002.  The repurchased amount of
treasury stock cannot exceed the amount available for future
dividend plus amount of stated capital, additional paid-in capital or
legal reserve to be reduced in the case where such reduction
was resolved at the general shareholders meeting.

The Code permits companies to transfer a portion of additional
paid-in capital and legal reserve to stated capital by resolution of
the Board of Directors.  The Code also permits companies to
transfer a portion of unappropriated retained earnings, available
for dividends, to stated capital by resolution of the shareholders.

Dividends are approved by the shareholders at a meeting held
subsequent to the fiscal year to which the dividends are
applicable.  Semiannual interim dividends may also be paid upon
resolution of the Board of Directors, subject to certain limitations
imposed by the Code.

¥199 
132 
(66)
(23)
10 

¥252 

$1,496 
993 

(496)
(173)

75 

$1,895 
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9. Income Taxes

The Company is subject to Japanese national and local taxes based
on income which, in the aggregate, resulted in a normal effective
statutory tax rate of approximately 42% in fiscal 2002 and 2001.
Overseas subsidiaries are subject to income taxes of the countries
in which they operate.

The tax effects of significant temporary differences which
resulted in deferred tax assets and liabilities at March 31, 2002
and 2001, are as follows:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Deferred tax assets (current):
Accrued bonuses ¥   105
Loss on devaluation of 
inventory 137

Research and 
development cost 120

Other 165
Total ¥   527
Deferred tax assets 
(non-current):

Retirement benefits ¥   763
Loss on devaluation of 
investment securities 335

Other 206
Total ¥1,304

A reconciliation between the normal effective statutory tax
rate for the years ended March 31, 2002 and 2001, and the
actual effective tax rates reflected in the accompanying
consolidated statements of income is as follows:

2002 2001

Normal effective statutory tax rate 42.0% 42.0%
Amortization of goodwill 4.7 4.5
Other—net 1.6 (0.3)
Actual effective tax rate 48.3% 46.2%

10. Transactions with a Significant Customer

The Company sells a major portion of its main product, ARTZ, to a
pharmaceutical company in Japan under a sales agent agreement.

Sales to the customer were ¥11,200 million ($84,211
thousand) and ¥11,686 million for the years ended March 31,
2002 and 2001, respectively.

11. Research and Development Costs

Research and development costs charged to income were
¥3,737 million ($28,098 thousand) and ¥3,789 million for the
years ended March 31, 2002 and 2001, respectively.

12. Segment Information

Information regarding sales to foreign customers of the Group for
the years ended March 31, 2002 and 2001, is as follows:

Thousands of
Millions of Yen U.S. Dollars

2002 2001 2002

Sales to foreign customers (A) ¥   2,344
Consolidated sales (B) 19,450
(A)/(B) 12.1%

The Group is mainly engaged in one industry segment which
is the purchasing, manufacturing and selling of pharmaceutical
products and related goods.  In addition, the foreign operations of
the Group are not significant in terms of total sales, operating
income and total assets.  Therefore, information about operations
in different industries and foreign operations have been omitted.

13. Subsequent Events

a. Appropriations of Retained Earnings

On June 27, 2002, the shareholders of the Company authorized the
following appropriations of retained earnings as of March 31, 2002: 

Thousands of 
Millions of Yen U.S. Dollars

Appropriations:
Cash dividends, ¥10 ($0.08) per share ¥260 $1,955
Bonuses to directors and 
corporate auditors 56 421

Total ¥316 $2,376

b. Purchase of Treasury Stock

At the general shareholders meeting held on June 27, 2002, the
Company is authorized to repurchase at management’s
discretion, of up to 1,000 thousand shares of the Company’s
common stock (the aggregated amount of ¥800,000 thousand). 

¥   132

107

64
185

¥   488

¥   665

247
294

¥1,206

$   992

805

481
1,391

$3,669

$5,000

1,857
2,211

$9,068

¥   2,990
19,123
15.6%

$  22,481 
143,782

15.6%
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To the Board of Directors and Shareholders of
Seikagaku Corporation:

We have examined the consolidated balance sheets of Seikagaku Corporation and consolidated
subsidiaries as of March 31, 2002 and 2001, and the related consolidated statements of income,
shareholders’ equity, and cash flows for the years then ended, all expressed in Japanese yen.  Our
examinations were made in accordance with auditing standards, procedures and practices generally
accepted and applied in Japan and, accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements referred to above present fairly the financial position of
Seikagaku Corporation and consolidated subsidiaries as of March 31, 2002 and 2001, and the results of their
operations and their cash flows for the years then ended in conformity with accounting principles and practices
generally accepted in Japan applied on a consistent basis.

Our examinations also comprehended the translation of Japanese yen amounts into U.S. dollar amounts and,
in our opinion, such translation has been made in conformity with the basis stated in Note 1.  Such U.S. dollar
amounts are presented solely for the convenience of readers outside Japan.

June 28, 2002

Tohmatsu & Co.
MS Shibuya Building
13-23, shibaura 4-chome
Minato-ku, Tokyo 108-8530, Japan

Tel :+81-3-3457-7321
Fax:+81-3-3457-1694
www.tohmatsu.co.jp

Independent Auditors’ Report
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1947 Kosei Suisan K.K. established.

1950 Industrial production begins of chondroitin sulfate as 
a pharmaceutical.

1953 Official name of company changed to K.K. SEIKAGAKU
KENKYUSHO.

1957 Inauguration of Mucopolysaccharides Study Group.

1960 TOKYO RESEARCH INSTITUTE opens. 
Development and marketing of research biochemicals 
begins.

1962 Official name of company changed to SEIKAGAKU 
CORPORATION.

1967 Korinkaku Symposium for Japanese and international 
researchers working with mucopolysaccharides.

1968 TOKYO RESEARCH INSTITUTE relocated to 
Higashi-Yamato city.

1975 TAKAHAGI PLANT opens.

1981 Proteoglycan Meeting convened for international 
researchers attending the 6th International 
Glycoconjugates Symposium. 
World’s first endotoxin colorimetry reagent developed 
and manufactured.

1987 Marketing begins for ARTZ ® and OPEGAN®. 
Joint research with Aichi Medical University established.

1989 Company shares registered with the Japan Securities 
Dealers Association.

1990 New wing in the TOKYO RESEARCH 
INSTITUTE completed.

1991 New bulk production facilities in the 
KURIHAMA PLANT completed.

1992 Mizutani Foundation for Glycoscience established. 
Sales license for ARTZ® (ARTZAL®) approved 
in Sweden.

1993 New production line for ARTZ Dispo® completed, 
and marketing of the product begins.

1994 Sales license for ARTZ® approved in Finland.

1995 Multipurpose sterile facility at the TOKYO RESEARCH 
INSTITUTE completed.
New upgraded bulk production facility completed at 
the KURIHAMA PLANT.
Sales license for ARTZ® approved in Austria.
Sales license for ARTZ® approved in Italy.

1996 The Integrated Quality Control Wing in KURIHAMA 
PLANT completed.

1997 Sales license for ARTZ® approved in China.
Acquisition of Associates of Cape Cod, Inc. (U.S.A.)

1998 QA certification (ISO9001/EN46001) obtained.
Sales license for ARTZ® approved in Taiwan.

1999 Marketing begins for OPEGAN®0.6, OPEGAN®1.1.

2000 Marketing begins for SUPARTZ® in EU.

2001 Marketing begins for SUPARTZ® in U.S.A. and Canada.
Third production line at TAKAHAGI PLANT Completed.

2002 Marketing begins for Emdogain® Gel.

Establishment:  June 2, 1947

Paid-in capital: ¥3,840 million

Authorized shares: 80,000,000

Outstanding shares: 26,037,375

Number of shareholders: 3,802

Number of employees: 489

President: Shirow Enoki

Senior Managing Director: Ken Mizutani

Managing Directors: Katsuyuki Horie
Yuichiro Nagata
Hideo Takahashi

Director, Senior Counselor: Kenji Mizutani

Directors: Fumio Ishii
Noriyoshi Numata
Shinji Tonomura
Toshinori Yagura
Shuichi Maeda

Auditors: Akira Nakagawa
Hajime Kikuchi
Tatsuo Amiya
Eiji Katayama

Corporate Profile (As of March 31, 2002)

A Certification of the Quality System of Seikagaku and the
Conformity Assessment Procedure for the European
Compliance was performed by the European Notified Body
TÜV Product Service GmbH in Deutschland, as
documented in the following certificates:

Jan. 1998: EC Certificate (MDD, AnnexII-3)
Feb. 1998: QS Certificate (ISO9001/EN46001/ ISO13485)

Company Quality System

Corporate History

Board of Directors and Auditors (As of June 27, 2002)

Corporate Data



HEAD OFFICE ANNEX

1-11 Nihonbashi-honcho 3-Chome

Chuo-ku, Tokyo 103-0023 Japan

Tel: (81) 3-3270-0966  Fax: (81) 3-3270-0538

KURIHAMA PLANT

3-1 Kurihama 7-Chome, Yokosuka-shi

Kanagawa 239-0831 Japan

Tel: (81) 468-35-3311  Fax: (81) 468-34-1918

TAKAHAGI PLANT

258-5 Aza-Matsukubo, Oaza-Akahama

Takahagi-shi, Ibaraki 318-0001 Japan

Tel: (81) 293-23-1181  Fax: (81) 293-23-7542

CENTRAL RESEARCH LABORATORIES

1253 Tateno 3-Chome, Higashiyamato-shi

Tokyo 207-0021 Japan

Tel: (81) 42-563-5811  Fax: (81) 42-563-5848

ASSOCIATES OF CAPE COD, INC.

704 Main Street

Falmouth, Massachusetts 02540 U.S.A.

Tel: (1) 508-540-3808  Fax: (1) 508-540-8680

URL: http://www.acciusa.com.

For more information about glycoscience,

please visit the Glycoforum website, which is

a guide to the latest advances in glycoscience,

at http://www.glycoforum.gr.jp/

HEAD OFFICE

1-5, Nihonbashi-honcho 2-chome 

Chuo-ku, Tokyo 103-0023 Japan

Tel: (81) 3-3270-0966

Fax: (81) 3-3270-0538

URL: http://www.seikagaku.co.jp
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