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Consolidated Balance Sheets:
Takeda Pharmaceutical Company Limited (Formerly Takeda Chemical Industries, Ltd.) and Subsidiaries
Years ended March 31, 2004 and 2003

Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2004

ASSETS

Current assets:

Cash and cash equivalents ¥ 1,076,084 ¥1,022,958 $10,151,738

Time deposits 5,000 25,000 47,170

Marketable securities (Note 3) 241,670 118,427 2,279,908

Notes and accounts receivable—

Trade notes 22,087 23,496 208,372

Trade accounts 179,495 168,923 1,693,352

Due from affiliates 8,208 10,224 77,425

Allowance for doubtful receivables (641) (704) (6,046)

Total 209,149 201,939 1,973,103

Inventories (Note 4) 92,931 89,485 876,705

Deferred income taxes (Note 12) 81,367 62,749 767,611

Other current assets 23,946 21,640 225,907

Total current assets 1,730,147 1,542,198 16,322,142

Property, plant and equipment (Notes 5 and 6):

Land 54,256 55,036 511,848

Buildings and structures 255,580 240,941 2,411,131

Machinery and equipment 279,671 296,787 2,638,401

Construction in progress 26,361 6,869 248,693

Total 615,868 599,633 5,810,073

Accumulated depreciation (385,330) (396,351) (3,635,183)

Net property, plant and equipment 230,538 203,282 2,174,890

Investments and other assets:

Investment securities (Note 3) 284,541 217,326 2,684,349

Investments in and advances to affiliates (Note 3) 72,048 76,149 679,699

Deferred income taxes (Note 12) 5,270 5,675 49,714

Other assets 13,116 14,739 123,735

Total investments and other assets 374,975 313,889 3,537,497

TOTAL ¥ 2,335,660 ¥2,059,369 $22,034,529 

See notes to consolidated financial statements.
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Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2004

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities:

Bank loans (Note 6) ¥ 6,283 ¥ 3,738 $ 59,275

Current portion of long-term debt (Note 6) 655 964 6,175

Notes and accounts payable—

Trade notes 3,039 2,987 28,671

Trade accounts 52,642 54,406 496,624

Due to affiliates 17,044 19,213 160,787

Total 72,725 76,606 686,082

Income taxes payable 93,852 84,298 885,398

Accrued expenses 121,364 104,606 1,144,944

Other current liabilities 75,683 74,493 713,993

Total current liabilities 370,562 344,705 3,495,867

Long-term liabilities:

Long-term debt (Note 6) 4,661 4,866 43,972

Reserve for retirement benefits (Note 7) 48,260 55,648 455,279

Reserve for SMON compensation (Note 8) 4,850 5,040 45,753

Deferred income taxes (Note 12) 77,075 36,007 727,121

Other long-term liabilities 6,782 4,778 63,991

Total long-term liabilities 141,628 106,339 1,336,116

Minority interests 42,460 40,593 400,566

Commitments and contingencies (Note 16)

Shareholders’ equity (Notes 9 and 17):

Common stock, 

authorized 2,400,000,000 shares;

issued 889,272,395 shares in 2004 and 2003 63,541 63,541 599,443

Capital surplus 49,638 49,638 468,283

Retained earnings 1,616,676 1,392,640 15,251,665

Unrealized gain on available-for-sale securities 127,658 72,794 1,204,323

Foreign currency translation adjustment (73,761) (8,217) (695,867)

Treasury stock, at cost; 

4,017,450 shares in 2004, 

3,999,407 shares in 2003 (2,742) (2,664) (25,867)

Total shareholders’ equity 1,781,010 1,567,732 16,801,980

TOTAL ¥ 2,335,660 ¥2,059,369 $ 22,034,529

See notes to consolidated financial statements.
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Consolidated Statements Of Income:
Takeda Pharmaceutical Company Limited (Formerly Takeda Chemical Industries, Ltd.) and Subsidiaries
Years ended March 31, 2004, 2003 and 2002

Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2002 2004

Net sales (Notes 3 and 15) ¥ 1,086,431 ¥1,046,081 ¥1,005,060 $10,249,348

Operating costs and expenses (Note 15):

Cost of sales (Note 3) 269,395 300,344 337,854 2,541,462

Selling, general and administrative (Note 10) 445,403 435,051 385,963 4,201,911

Total operating costs and expenses 714,798 735,395 723,817 6,743,373

Operating income (Note 15) 371,633 310,686 281,243 3,505,975

Other income (expenses):

Interest and dividend income 10,896 10,129 9,610 102,789

Interest expenses (359) (420) (759) (3,387)

Equity in earnings of affiliates (Note 3) 72,663 88,591 74,282 685,503

Gain on sales of businesses (Note 11) — 29,974 26,436 —

Gain on sales of property, plant and equipment 1,814 5,282 — 17,114

Losses on bulk vitamin and other cartel cases (Note 14) (614) (8,527) (12,222) (5,794)

Loss on impairment of long-lived assets (Note 5) (1,139) — — (10,741)

Other—net (8,750) (3,817) (5,163) (82,550)

Other income (expenses)—net 74,511 121,212 92,184 702,934

Income before income taxes and minority interests 446,144 431,898 373,427 4,208,909

Income taxes (Note 12):

Current 173,457 158,792 138,411 1,636,386

Deferred (15,546) (1,307) (3,519) (146,658)

Total income taxes 157,911 157,485 134,892 1,489,728

Income before minority interests 288,233 274,413 238,535 2,719,181

Minority interests 2,969 2,651 2,879 28,009

Net income ¥ 285,264 ¥ 271,762 ¥ 235,656 $ 2,691,172

Yen U.S. dollars (Note 1)

Amounts per common share (Note 13):

Net income ¥ 321.86 ¥ 307.63 ¥ 267.02 $ 3.04

Cash dividends applicable to the year 77.00 65.00 60.00 0.73

See notes to consolidated financial statements.
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Consolidated Statements Of Shareholders’ Equity:
Takeda Pharmaceutical Company Limited (Formerly Takeda Chemical Industries, Ltd.) and Subsidiaries
Years ended March 31, 2004, 2003 and 2002

Thousands of
Millions of yen U.S. dollars (Note 1)

2004 2003 2002 2004

Common stock:

Balance, beginning of year ¥ 63,541 ¥ 63,541 ¥ 63,541 $ 599,443

Balance, end of year ¥ 63,541 ¥ 63,541 ¥ 63,541 $ 599,443

Capital surplus:

Balance, beginning of year ¥ 49,638 ¥ 49,638 ¥ 49,638 $ 468,283

Balance, end of year ¥ 49,638 ¥ 49,638 ¥ 49,638 $ 468,283

Retained earnings:

Balance, beginning of year ¥ 1,392,640 ¥ 1,175,938 ¥ 989,129 $13,138,109

Net income 285,264 271,762 235,656 2,691,172

Cash dividends paid; 

¥69.00 ($0.65)—2004,

¥62.00—2003 and ¥55.00—2002 (per share) (60,867) (54,705) (48,542) (574,214)

Bonuses to directors and corporate auditors (361) (355) (305) (3,402)

Balance, end of year ¥ 1,616,676 ¥ 1,392,640 ¥ 1,175,938 $15,251,665

Unrealized gain on available-for-sale securities

Balance, beginning of year ¥ 72,794 ¥ 115,715 ¥ 122,388 $ 686,742

Net change 54,864 (42,921) (6,673) 517,581

Balance, end of year ¥ 127,658 ¥ 72,794 ¥ 115,715 $ 1,204,323

Foreign currency translation adjustment

Balance, beginning of year ¥ (8,217) ¥ 16,480 ¥ (11,370) $ (77,515)

Net change (65,544) (24,697) 27,850 (618,352)

Balance, end of year ¥ (73,761) ¥ (8,217) ¥ 16,480 $ (695,867)

Treasury stock (Note 9):

Balance, beginning of year ¥ (2,664) ¥ (1,229) ¥ (460) $ (25,130)

Purchases of treasury stock (78) (1,600) (1,461) (737)

Sales of treasury stock — — 692 —

Effect of adopting a new accounting standard — 165 — —

Balance, end of year ¥ (2,742) ¥ (2,664) ¥ (1,229) $ (25,867)

See notes to consolidated financial statements.
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Consolidated Statements Of Cash Flows:
Takeda Pharmaceutical Company Limited (Formerly Takeda Chemical Industries, Ltd.) and Subsidiaries
Years ended March 31, 2004, 2003, and 2002

Thousands of
Millions of yen U.S.dollars (Note 1)

2004 2003 2002 2004

Operating activities:
Income before income taxes and minority interests ¥ 446,144 ¥ 431,898 ¥ 373,427 $ 4,208,909
Adjustments to reconcile income before income taxes and minority interests 
to net cash provided by operating activities:

Income taxes paid (163,403) (157,660) (132,851) (1,541,537)
Depreciation and amortization 28,083 29,962 28,430 264,930
Gain on sales and disposals of property, plant and equipment (1,295) (3,307) (309) (12,215)
Equity in earnings of affiliates (1,434) (1,269) (21,550) (13,527)
Gain on sales of businesses — (29,974) (26,436) —
Loss on impairment of long-lived assets (Note 5) 1,139 — — 10,741
Changes in assets and liabilities:

Decrease (increase) in notes and accounts receivable (8,653) 17,667 5,859 (81,631)
Increase in inventories (3,974) (5,170) (1,611) (37,493)
Decrease in notes and accounts payable (3,635) (5,776) (590) (34,293)

Other 18,150 (12,922) 16,217 171,231
Total adjustments (135,022) (168,449) (132,841) (1,273,794)
Net cash provided by operating activities 311,122 263,449 240,586 2,935,115

Investing activities:
Payment for purchases of marketable securities (251,232) (141,762) (307,636) (2,370,111)
Proceeds from sales or maturities of marketable securities 163,738 255,718 216,972 1,544,698
Increase in time deposits (30,000) (67,500) (544,800) (283,019)
Decrease in time deposits 50,000 97,500 762,500 471,698
Payment for purchases of property, plant and equipment (54,160) (33,477) (37,523) (510,947)
Proceeds from sales of property, plant and equipment 3,094 5,913 1,495 29,189
Payment for purchases of investment securities (22,717) (38,469) (38,945) (214,314)
Proceeds from sales of investment securities 2,097 9,358 15,147 19,780
Proceeds from sales of businesses — 60,409 58,911 —
Payment for acquiring a majority interest in former affiliates — (6,056) — —
Other (142) (1,486) (882) (1,337)

Net cash provided by (used in) investing activities (139,322) 140,148 125,239 (1,314,363)
Financing activities:

Net increase (decrease) in short-term bank loans 2,560 (1,233) (1,230) 24,156
Proceeds from long-term debt 900 731 1,518 8,491
Repayment of long-term debt (936) (1,546) (2,282) (8,830)
Dividends paid (60,869) (54,435) (48,541) (574,240)
Other (999) (2,507) (2,123) (9,425)

Net cash used in financing activities (59,344) (58,990) (52,658) (559,848)
Effect of exchange rate changes on cash and cash equivalents (Note 2) (59,330) (19,965) 23,474 (559,715)
Net increase in cash and cash equivalents 53,126 324,642 336,641 501,189
Cash and cash equivalents, beginning of year 1,022,958 698,316 361,675 9,650,549
Cash and cash equivalents, end of year ¥1,076,084 ¥1,022,958 ¥ 698,316 $10,151,738
Additional cash flow information:

Interest paid ¥ 366 ¥ 432 ¥ 872 $ 3,451
Non-cash investing and financing activities:

Assets and liabilities decreased by sale of businesses and associated proceeds and gain:
Sales price — 62,260 60,000 —
Cash and cash equivalents — (1,851) (1,089) —
Proceeds from sales of businesses — 60,409 58,911 —
Assets and liabilities:

Current assets — 30,261 26,639 —
Non-current assets — 14,387 17,351 —
Current liabilities — (18,217) (15,427) —
Non-current liabilities — (365) (1,245) —
Minority interests — – (428) —
Foreign currency translation adjustment — (1) 369 —

Net assets — 26,065 27,259 —
Unrealized gain — 4,370 5,216 —
Gain on sales of businesses ¥ — ¥ 29,974 ¥ 26,436 $ —

See notes to consolidated financial statements.



PRINCIPLES OF CONSOLIDATION
The accompanying consolidated financial statements include the
accounts of the Company and all of its subsidiaries (together the
“Companies”). Under the control or influence concept, those compa-
nies in which the Company, directly or indirectly, is able to exercise
control over operations are fully consolidated. Investments in affiliated
companies are accounted for by the equity method. All significant
intercompany balances, transactions and unrealized profit are 
eliminated in consolidation.

Financial information for certain subsidiaries is based on their fiscal
year end of December 31. 

During the year ended March 31, 2002, the Company established
one new subsidiary and acquired a minority interest in one newly
established company, which has been accounted for by the equity
method. The company also sold five subsidiaries and two affiliated
companies during the year ended March 31, 2002. Additionally, due to
mergers among consolidated subsidiaries, the total number of consoli-
dated subsidiaries was reduced by three. 

During the year ended March 31, 2003, the Company established
one new subsidiary and one affiliated company. In addition, one 
affiliated company accounted for by the equity method in prior periods,
and two of its subsidiaries, were included in the consolidation as sub-
sidiaries since the Company acquired additional equity in the compa-
nies. Further, during the year ended March 31, 2003, the Company
sold four subsidiaries and one affiliated company and liquidated one
subsidiary, which were excluded from the consolidation.

During the year ended March 31, 2004, the Company established
one new subsidiary. The Company also liquidated one subsidiary and
one affiliated company during the year ended March 31, 2004. In addi-
tion, due to mergers among consolidated subsidiaries, the total number
of consolidated subsidiaries was reduced by three.

CASH EQUIVALENTS
Cash equivalents are short-term investments that are readily convert-
ible into cash and are exposed to insignificant risk of changes in value.
Cash equivalents include time deposits, certificates of deposit, commer-
cial paper and mutual funds investing in bonds that represent short-
term investments, all of which mature or become due within three
months of the date of acquisition. 

MARKETABLE AND INVESTMENTS SECURITIES
Marketable and investment securities are classified and accounted for,
depending on management’s intent, as follows:

i) trading securities, which are held for the purpose of earning capi-
tal gains in the near term, are reported at fair value, and the related
unrealized gains and losses are included in earnings, ii) held-to-maturity
debt securities, in which the companies have positive intent and ability
to hold to maturity, are reported at amortized cost, and iii) available-
for-sale securities, which are not classified as either of the aforemen-
tioned securities, are reported at fair value, with unrealized gains and
losses, net of applicable taxes, in a separate component of sharehold-
ers’ 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, available-for-sale securities are reduced
to net realizable value by a charge to income.

INVENTORIES
All inventories are stated at the lower of cost or market. The average
cost method is used to determine cost for the majority of inventories.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at cost. Depreciation of
property, plant and equipment of the Company and its domestic sub-
sidiaries is computed substantially by the declining-balance method
while the straight-line method is applied to buildings acquired by the
domestic companies after April 1, 1998, and is principally applied to the
property, plant and equipment of foreign subsidiaries. The range of use-
ful lives is from 15 to 50 years for buildings and structures, and from 4
to 15 years for machinery and equipment.

GOODWILL
The excess of the purchase price over the fair value of the net assets
(“goodwill”) of an acquired subsidiary is amortized using the straight-
line method over five years. Goodwill amounts at March 31, 2004
were ¥4,705 million ($44,383 thousand), net of amortization of 
¥3,136 million ($29,589 thousand), and are included in Other assets.

IMPAIRMENT OF LONG-LIVED ASSETS
The Companies have adopted “Accounting for Impairment of Fixed
Assets” and “Guidance for Accounting Standard for Impairment of
Fixed Assets”, which became applicable to the consolidated financial
statements for the year ended March 31, 2004. In accordance with the
new accounting standard for impairment of f ixed assets, the
Companies review long-lived assets for impairment whenever events
or changes in circumstance indicate the carrying amount of an asset or
asset group may not be recoverable. An impairment loss would be 
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Notes To Consolidated Financial Statements:
Takeda Pharmaceutical Company Limited (Formerly Takeda Chemical Industries, Ltd.) and Subsidiaries
Years ended March 31, 2004, 2003, and 2002

The accompanying consolidated financial statements have been pre-
pared from the consolidated financial statements issued for domestic
reporting purposes in accordance with the provisions set forth in the
Japanese Securities and Exchange Law. Takeda Pharmaceutical
Company Limited (Formerly Takeda Chemical Industries, Ltd.) (the
“Company”) and its domestic subsidiaries and affiliates maintain their
accounts and records in accordance with the provisions set forth in the
Japanese Commercial Code and in conformity with generally accepted
accounting principles in Japan, which are different in certain respects as
to application and disclosure requirements of International Financial
Reporting Standards, while its overseas subsidiaries and affiliates do so
in conformity with those of the countries of their domicile. 

In preparing the consolidated financial statements, certain reclassifi-
cations and rearrangements have been made to the consolidated finan-
cial statements issued domestically in order to present them in a form
which is more familiar to readers outside Japan.

The consolidated financial statements are stated in Japanese yen,
the currency of the country in which 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 ¥106 to U.S. $1, the approxi-
mate rate of exchange at March 31, 2004. 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.

NOTE 1: BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES



recognized if the carrying amount of an asset or asset group exceeds
the sum of the undiscounted future cash flows expected to result from
the continued use and eventual disposition of the asset or asset group.
The impairment loss would be measured as the amount by which the
carrying amount of the asset exceeds its recoverable amount, which is
the higher of the discounted cash flows from the continued use and
eventual disposition of the asset or the net selling price at disposition. 

The application of the new accounting standard reduced income
before income taxes and minority interests by ¥1,139 million ($10,741
thousand) compared to the previous accounting method.

RESERVE FOR RETIREMENT BENEFITS
Employees of the Companies terminating their employment either vol-
untarily or upon reaching the mandatory retirement age are entitled to
severance payments based on the rate of pay at the time of termina-
tion, length of service and certain other factors. 

The Company and domestic subsidiaries have adopted an account-
ing standard for employees’ retirement benefits and accounted for the
liability for retirement benefits based on projected benefit obligations
and plan assets at the balance sheet date. 

Actuarial gains or losses are amortized primarily by the straight-line
method over a period within the average remaining years of service of
the employees (generally five years). Effective April 1, 2002, the
Company adopted a method of amortization over the period starting
in the year in which the actuarial gains or losses were incurred.
Previously, amortization of actuarial gains and losses started in the year
after the year in which such gains or losses were incurred. The effect of
this change was to increase retirement benefit expenses for the year
ended March 2003 by ¥6,191 million and decrease income before
income taxes and minority interests by an equivalent amount, com-
pared to amounts that would have resulted if the previous method had
been applied. In accordance with the enforcement of the Defined
Benefit Pension Plan Law, the Company applied for an exemption from
the obligation to pay benefits for future employee services related to
the substitutional portion of its employee pension fund. The Company
received approval from the Minister of Health, Labour and Welfare on
March 26, 2004. The substitutional portion of pension plan assets
expected to be transferred to the government was measured to be
¥15,047 million ($141,953 thousand) as of March 31, 2004. If such a
transfer was made on March 31, 2004, income before income taxes
and minority interests would have been increased by approximately
¥19,883 million ($187,575 thousand).

Retirement allowances for directors and corporate auditors are
recorded to state the liability at the amount that would be required if
all directors and corporate auditors retired at each balance sheet date.
These amounts are paid subject to approval of the shareholders in
accordance with the Japanese Commercial Code.

STOCK AND BOND ISSUE COSTS
Stock and bond issue costs are charged to income as incurred.

FOREIGN CURRENCY TRANSACTIONS
The Companies have adopted “Accounting Standard for Foreign
Currency Transactions”. All short-term and long-term monetary receiv-
ables and payables denominated in foreign currencies are translated into
Japanese yen at the current exchange rates at the balance sheet date.

Revenue and expense items denominated in foreign currencies are
translated using the rate on the date of the transaction. Related
exchange gains or losses are credited or charged to income as incurred.

FOREIGN CURRENCY FINANCIAL STATEMENTS
The financial statements of overseas subsidiaries and affiliates are trans-
lated into Japanese yen by the following methods as set forth by an
accounting standard for foreign currency translation.

The balance sheet accounts of overseas subsidiaries and affiliates
are translated into Japanese yen at the current exchange rates as of the
balance sheet date except for intercompany investments and share-
holders’ equity, which are translated at historical rates. Revenue and
expense accounts of overseas subsidiaries and affiliates are translated
into Japanese yen at the average exchange rate for the year.

Differences arising from such a translation are shown as “Foreign
currency translation adjustment” in a separate component of share-
holders’ equity. 

INCOME TAXES
Current income taxes are provided for based on amounts currently
payable for each year. Deferred income taxes arising from temporary
differences in the recognition of assets and liabilities for tax and financial
reporting purposes are reflected in the consolidated financial state-
ments. A deferred tax liability is recognized on undistributed earnings
of overseas subsidiaries and affiliates, which are not deemed to be 
permanently invested.

DERIVATIVE FINANCIAL INSTRUMENTS
The Companies use derivative financial instruments to manage their
exposure to fluctuations in foreign exchange and interest rates. Foreign
exchange forward contracts, currency options, interest rate swaps,
interest rate options, interest rate futures and treasury futures are 
utilized by the Companies to reduce foreign currency exchange and
interest rate risks. The Companies do not enter into derivatives for
trading or speculative purposes.

The Companies have adopted “Accounting Standard for Financial
Instruments” and “Accounting Standard for Foreign Currency
Transactions”. These standards require that: a) all derivatives be recog-
nized as either assets or liabilities and measured at fair value, with gains
or losses on these derivative transactions being recognized in the state-
ment of income and b) for derivatives used for hedging purposes, if
such derivatives qualify for hedge accounting due to high correlation
and effectiveness between the hedging instruments and the hedged
items, gains or losses on these derivative transactions are deferred until
maturity.

Foreign exchange forward contracts employed to hedge foreign
exchange exposures related to export sales and royalties are measured
at fair value and the related unrealized gains and losses are recognized
in income.

Certain accounts denominated in foreign currencies for which 
foreign exchange forward contracts are used to hedge the foreign 
currency fluctuations are translated at the contracted rate if the 
forward contracts qualify for hedge accounting.

Certain accounts denominated in foreign currencies for which cur-
rency options are used to hedge the foreign currency fluctuations are
measured at fair value and the related unrealized gains and losses are
deferred until maturity.

Interest rate swaps, interest rate options, interest rate futures, 
and treasury futures employed to hedge interest rate fluctuations are
measured at fair value and the related unrealized gains and losses are
recognized in income. 

Interest rate swaps that qualify for hedge accounting and meet 
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Notes To Consolidated Financial Statements:



NOTE 3: MARKETABLE AND INVESTMENT SECURITIES
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specific matching criteria are not remeasured at market value but the
differential paid or received under the swap agreements is recognized
and included in interest expense or income.

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.

CASH DIVIDENDS
Cash dividends charged to retained earnings are those actually paid

during the year and consist of year-end dividends for the preceding
year and interim dividends for the current year.

RECLASSIFICATIONS
In preparing the accompanying consolidated financial statements, cer-
tain reclassifications have been made to the consolidated financial state-
ments for the year ended March 31, 2004 issued domestically. In addi-
tion, the consolidated financial statements for 2003 and 2002 have
been reclassified to conform to the 2004 presentation.

The costs and aggregate fair values of marketable and investment securities at March 31, 2004 and 2003 were as follows:

Significant available-for-sale securities whose fair value is not readily determinable as of March 31, 2004 and 2003 were as follows:

Millions of yen 
2004 Cost Unrealized gain Unrealized loss Fair value

Securities classified as:
Trading ¥ — ¥ — ¥ — ¥ 50,803
Available-for-sale:

Equity securities 33,791 211,625 44 245,372
Debt securities 221,481 112 127 221,466

Held-to-maturity 1,511 4 11 1,504

Millions of yen 
2003 Cost Unrealized gain Unrealized loss Fair value

Securities classified as:
Trading ¥ — ¥ — ¥ — ¥ 55,028
Available-for-sale:

Equity securities 35,246 119,077 788 153,535
Debt securities 106,776 422 179 107,019

Held-to-maturity 13,049 15 3 13,061

Thousands of U.S. dollars
2004 Cost Unrealized gain Unrealized loss Fair value

Securities classified as:
Trading $ — $ — $ — $ 479,274
Available-for-sale:

Equity securities 318,783 1,996,462 415 2,314,830
Debt securities 2,089,443 1,057 1,198 2,089,302

Held-to-maturity 14,255 38 104 14,189

Cost
Thousands of 

Millions of yen U.S. dollars
2004 2003 2004

Equity securities ¥ 6,960 ¥ 6,949 $ 65,660

Thousands of 
Millions of yen U.S. dollars

2004 2004
Due in one year or less ¥190,199 $1,794,330
Due in one to five years 31,180 294,151
Due after five years 1,544 14,566

Total ¥222,923 $2,103,047

Proceeds from sales of available-for-sale securities for the years ended
March 31, 2004 and 2003 were ¥8,461 million ($79,821 thousand) and
¥6,847 million, respectively. Gross realized gains and losses on these
sales, computed on the moving average cost basis, were ¥62 million
($585 thousand) and no losses on sales, respectively for the year

ended March 31, 2004 and ¥12 million and ¥271 million, respectively
for the year ended March 31, 2003.

The carrying amounts of debt securities by contractual maturity at
March 31, 2004 are as follows:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Investments at cost ¥ 37,325 ¥ 37,335 $ 352,122
Equity in undistributed earnings 33,283 37,374 313,992

Total 70,608 74,709 666,114
Advances 1,440 1,440 13,585

Total ¥ 72,048 ¥ 76,149 $ 679,699

Investments in and advances to affiliates at March 31, 2004 and 2003 consisted of the following:



42

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Current assets ¥ 293,393 ¥287,642 $2,767,863
Other assets 179,275 196,673 1,691,270

Total 472,668 484,315 4,459,133
Current liabilities 217,568 226,991 2,052,526
Other liabilities 68,014 63,949 641,641

Net assets ¥ 187,086 ¥193,375 $1,764,966

Financial information with respect to affiliates, recorded based on the
equity method at March 31, 2004 and 2003 and for each of the three

years in the period ended March 31, 2004, is summarized as follows:

Sales to and purchases from affiliates were as follows:
Thousands of 

Millions of yen U.S. dollars
2004 2003 2002 2004

Sales ¥125,355 ¥ 117,986 ¥125,152 $1,182,592
Purchases 64,023 72,944 78,864 603,990

NOTE 4: INVENTORIES
Inventories at March 31, 2004 and 2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Finished products and merchandise ¥ 40,030 ¥ 38,949 $ 377,646
Semi-finished products and work-in-process 28,812 32,602 271,809
Raw materials and supplies 24,089 17,934 227,250

Total ¥ 92,931 ¥ 89,485 $ 876,705

NOTE 5: LOSS ON IMPAIRMENT OF LONG-LIVED ASSETS

Thousands of 
Millions of yen U.S. dollars

2004 2003 2002 2004
Net sales ¥ 740,991 ¥791,317 ¥ 726,032 $6,990,477
Net income 146,039 178,996 150,588 1,377,725

The Companies recorded an impairment loss on the following asset group in the year ended March 31, 2004.
Location Description Classification

Hikari Factory (Hikari-shi, Yamaguchi) Bulk vitamin manufacturing facility, etc. Machinery and equipment, Building and structures

The Companies group the long-lived assets into asset groups (by prod-
uct categories) whose operating results are regularly reviewed. With
respect to the related manufacturing facility and equipment listed
above, the Companies plan to discontinue manufacturing in the near
future. Accordingly, the Companies reduced the carrying amount of the
assets to a recoverable amount, recognized an impairment loss and 

included such loss in other expenses. The amount consists of machin-
ery and equipment of ¥646 million ($6,094 thousand), building and
structures ¥457 million ($4,311 thousand), and other ¥36 million
($336 thousand). The Companies evaluated the recoverability of the
assets based on the estimated future cash flows for the remaining use-
ful life discounted at 7.0%. 

NOTE 6: BANK LOANS AND LONG-TERM DEBT
Bank loans consisted of short-term bank loans represented by notes,
generally due within one year. The Companies obtain financing by dis-
counting notes and export drafts with banks. Such discounted notes
and drafts and the related contingent liabilities are not included in the
consolidated balance sheets but are disclosed as contingent liabilities
(see Note 16).

The weighted average annual interest rates of short-term bank
loans at March 31, 2004 and 2003 were 1.3% and 1.6%, respectively.

Long-term debt at March 31, 2004 and 2003 consisted of the 
following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Unsecured loans from banks and financial institutions

Due 2005 to 2008, weighted-average rate 2.0% ¥ 1,522 ¥ 1,740 $ 14,358
Secured bonds issued by a subsidiary

Due 2005 to 2006, weighted-average rate 1.0% 300 300 2,830
Secured loans from banks and financial institutions

Due 2005 to 2007, weighted-average rate 2.6% 3,494 3,790 32,959
Total 5,316 5,830 50,147

Less current portion 655 964 6,175
Long-term debt, less current portion ¥ 4,661 ¥ 4,866 $ 43,972

Notes To Consolidated Financial Statements:
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Thousands of 
Years ending March 31 Millions of yen U.S. dollars

2005 ¥ 655 $ 6,175
2006 3,402 32,100
2007 959 9,042
2008 300 2,830

Total ¥ 5,316 $ 50,147

The annual maturities of long-term debt as of March 31, 2004 were as follows:

Thousands of 
Millions of yen U.S. dollars

Property, plant and equipment, net of accumulated depreciation ¥ 15,784 $ 148,906

At March 31, 2004, assets pledged as collateral for long-term debt were as follows:

NOTE 7: RETIREMENT BENEFITS

As is customary in Japan, security must be given if requested by a lend-
ing bank. Banks have the right to offset cash deposited with them
against any debt or obligation that becomes due or, in case of default

and certain other specified events, against all other debt payable to the
banks. None of the lenders has ever exercised this right against the
Companies’ obligations.

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Projected benefit obligation ¥ 302,486 ¥ 296,321 $ 2,853,644 
Fair value of plan assets (240,721) (190,249) (2,270,952)
Unrecognized actuarial loss (30,037) (53,006) (283,372)
Unrecognized prior service cost 15,059 601 142,066
Reserve for employees’ retirement benefits ¥ 46,787 ¥ 53,667 $ 441,386

The Company has a contributory trusted pension plan that is interrelat-
ed with the Japanese government social welfare program which con-
sists of a basic portion requiring employee and employer contributions,
plus an additional portion established by the Company. The Company
received approval for the exemption from obligation to pay benefits
for future employee services related to the substitutional portion of the
welfare pension fund from the Minister of Health, Labour and Welfare

on March 26, 2004. The Company and certain subsidiaries also have
non-contributory trusted pension plans that fund a portion of the
above retirement benefits. Certain other subsidiaries have unfunded
retirement benefit plans.

Reserve for employees’ retirement benefits at March 31, 2004 and
2003 consisted of the following:

Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Service cost ¥ 9,075 ¥ 9,651 $ 85,612
Interest cost 7,314 7,054 69,002
Expected return on plan assets (4,686) (4,876) (44,210)
Amortization of actuarial loss 11,982 14,131 113,038
Amortization of prior service cost (377) (129) (3,556)
Net periodic retirement benefit costs ¥ 23,308 ¥25,831 $ 219,886

The components of net periodic retirement benefit costs were as follows:

NOTE 8: RESERVE FOR SMON COMPENSATION

2004 2003

Discount rate 1.5%–2.5% 1.0%–3.0%
Expected rate of return on plan assets 0.3%–2.5% 0.3%–2.5%
Recognition period of prior service cost 5 years 5 years
Recognition period of actuarial gain/loss 5 years 5 years

Assumptions used for the years ended March 31, 2004 and 2003 were set forth as follows:

Retirement allowances for directors and corporate auditors are 
included in Reserve for retirement benefits in the consolidated balance

sheets. The amounts were ¥1,473 million ($13,893 thousand) and
¥1,981 million at March 31, 2004 and 2003, respectively.

The Company was a co-defendant with the Japanese government and
other pharmaceutical companies in legal actions in Japan. The plaintiffs
claimed that a certain medicine, a product of one of the co-defendants,
which was distributed by the Company, was a cause of SMON (Sub-
acute Myelo Optical Neurophathy), a neurological disease affecting the
plaintiffs. 

Compromise settlements have been made with all the plaintiffs
through December 25, 1996.

The Company has made a provision in the accompanying consoli-
dated financial statements for estimated future medical treatment 
payments over the remaining lives of the parties entitled under the
compromise settlements.
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NOTE 9: SHAREHOLDERS’ EQUITY

NOTE 10: RESEARCH AND DEVELOPMENT COSTS

Japanese companies are subject to the Japanese Commercial Code
(the “Code”) to which various amendments have become effective
since 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 stat-
ed 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 provided 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 equaled 25% of stat-
ed capital. Effective October 1, 2001, the revised Code allows for such
appropriations to be set aside as a legal reserve until the total addition-
al 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 additional paid-in capital was presented as capital sur-
plus and legal reserve, which was included in retained earnings,
amounted to ¥15,885 million ($149,861 thousand) at March 31, 2004
and 2003.

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.

The revised Code which became effective from October 1, 2001
eliminated restrictions on the repurchase and use of treasury stock
allowing Japanese companies to repurchase treasury stock by a resolu-
tion of the shareholders at the general shareholders meeting and dis-
pose of such treasury stock by resolution of the Board of Directors
beginning April 1, 2002. The repurchased amount of treasury stock
cannot exceed the amount available for future dividends plus the
amount of common stock, additional paid-in capital or legal reserve to
be reduced in the case where such reduction was resolved at the 
general shareholders meeting.

Effective July 30, 2003, the Code allows Japanese companies to
repurchase treasury stock by a resolution of the Board of Directors, if
authorized by the Articles of Incorporation. Accordingly, in order to 
be able to execute flexible financial strategies which comply with the
operating environment, the Company established a new article on
repurchase of treasury stock authorized by the resolution of the 
shareholders at the general shareholders meeting on June 29, 2004.

Under the Code, the amount legally available for dividends is based
on retained earnings as recorded in the Company’s book. At March 31,
2004, retained earnings available for future dividends amounted to
¥1,146,122 million ($10,812,468 thousand) subject to legal reserve
requirements.

Effective April 1, 2002, the Company adopted an accounting stan-
dard, “Accounting Standards for Treasury Stock and the Withdrawal of
Legal Reserve” issued by the Accounting Standards Board of Japan.
Under the standard, the stock of the Company, which is held by its
subsidiaries and affiliates, is stated as treasury stock according to the
percentage of ownership.

NOTE 11: SALES OF BUSINESSES

Research and development costs are charged to income as incurred.
Research and development costs for the years ended March 31, 2004,

2003 and 2002 were ¥129,652 million ($1,223,135 thousand),
¥124,230 million and ¥100,278 million, respectively.

NOTE 12: INCOME TAXES

The Company sold its urethane and other chemical products business
in April 2001, resulting in a gain of ¥26,436 million for the year ended
March 31, 2002.

The Companies sold their food business in April 2002, agricultural
chemicals business in November 2002 and shares of Shimizu
Pharmaceutical Co., Ltd in December 2002, resulting in a gain of
¥29,974 million for the year ended March 31, 2003.

2004 2003 2002

Statutory tax rate 42.1 % 42.1 % 42.1%
Expenses not deductible for tax purposes 0.8 0.9 1.1
Loss in subsidiaries 0.2 0.3 0.4
Equity in earnings of affiliates (5.3) (7.2) (6.9)
Non-taxable dividend income 0.0 0.0 (0.1)
Tax credits primarily for research and development costs (2.1) (0.2) (0.1)
Adjustment of deferred tax assets and liabilities at end of period due to change in tax rates — (0.3) —
Other - net (0.3) 0.9 (0.4)
Effective tax rate 35.4 % 36.5 % 36.1%

The effective income tax rates of the Companies differed from the statutory tax rates for the following reasons:

Notes To Consolidated Financial Statements:
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Thousands of 
Millions of yen U.S. dollars

2004 2003 2004
Deferred tax assets:

Retirement benefits ¥ 15,359 ¥ 16,895 $ 144,893
Bonuses 10,616 9,842 100,151
Research and development costs 29,048 19,531 274,040
Enterprise taxes 10,499 7,603 99,047
Unrealized intercompany profits 6,899 7,316 65,087
Other temporary differences 52,032 44,689 490,871
Tax loss carryforwards 2,880 3,090 27,167

Total 127,333 108,966 1,201,256
Valuation allowance (3,198) (3,298) (30,174)

Total deferred tax assets 124,135 105,668 1,171,082
Deferred tax liabilities:

Undistributed earnings of foreign subsidiaries and affiliates (10,947) (7,904) (103,274)
Unrealized gain on available-for-sale securities (83,771) (46,209) (790,289)
Basis difference of fixed assets (11,447) (11,000) (107,991)
Other temporary differences (8,408) (8,322) (79,324)

Total deferred tax liabilities (114,573) (73,435) (1,080,878)
Net deferred tax assets ¥ 9,562 ¥ 32,233 $ 90,204

Deferred tax assets and liabilities consisted of the following:

NOTE 13: AMOUNTS PER COMMON SHARE 

On March 31, 2003, Cabinet Order No.9 entitled “Reform of a
Portion of Local Tax Law” was issued and this reform was applied to
fiscal years beginning on or after April 1, 2004.

As a result of this reform, the statutory income tax rate to be used
for the calculation of deferred income taxes concerning temporary 

differences, which are expected to be realized or settled on or after
April 1, 2004, was changed from 42.1% to 40.9%.

This change did not have a material effect on the Companies’ 
consolidated financial statements.

NOTE 14: LITIGATION

The computations of net income per common share were based on the
weighted average number of common shares outstanding during the
year. The number of shares used in the computations was 885,264
thousand shares, 882,267 thousand shares and 882,547 thousand shares
for the years ended March 31, 2004, 2003 and 2002, respectively.

Effective April 1, 2002, the Company adopted an accounting 
standard for earnings per share of common stock issued by the
Accounting Standards Board of Japan. The adoption of this accounting

standard did not have a material effect for earnings per share of 
common stock.

The Company did not have securities or contingent stock agree-
ments that could potentially dilute net income per common share in
the years ended March 31, 2004, 2003 and 2002.

Cash dividends per common share are the amounts applicable to
the respective years.

The Company was assessed a fine by the European Commission
regarding the bulk vitamin cartel issue in November 2001. In addition,
civil litigation in the United States and Canada is ongoing, concerning
the bulk vitamin cartel issue and the food flavor enhancer cartel issue.  

Other expenses in the accompanying consolidated statements of
income for the years ended March 31, 2004, 2003, and 2002, included
¥614 million ($5,794 thousand), ¥8,527 million, and ¥12,222 million,
respectively, for amounts paid and expected to be paid related to the
above matters. Because certain of the lawsuits are still ongoing, the
total payments that will result from their ultimate resolution cannot be
estimated with certainty.

Regarding losses alleged to have been sustained in relation to mar-
keting and sales practices for leuprolide acetate (brand name in the
United States: Lupron Depot) by TAP Pharmaceutical Products Inc.
(“TAP”), in which the Company’s wholly owned subsidiary Takeda
America Holdings, Inc.  owns a 50 percent stake (the other 50 percent
is owned by Abbott Laboratories), lawsuits seeking damages have been
brought against TAP, Abbott Laboratories and the Company in federal
and state courts by patients, insurance companies and others. These
pending lawsuits are still in or before their discovery stages, and it is not
feasible to predict the outcome of such lawsuits with certainty.

NOTE 15: SEGMENT INFORMATION
With the separation of the Life-Environment Business executed on
April 1, 2003, the reorganization of the non-pharmaceutical business 
is essentially completed. Accordingly, the Companies have changed
their business segments, which were previously presented as
“Pharmaceuticals”, “Bulk Vitamin and Food”, “Chemical Products”, and
“Other Business” reflecting similarities in the type and nature of their
products, to “Pharmaceuticals” and “Other Business”, based on the
actual business management structure, effective from the year ended

March 2004. The pharmaceuticals segment is composed of those oper-
ations involved in the production and sale of ethical and over-
the-counter pharmaceuticals and quasi-drugs. The other segment is
composed of those operations involved in the production and sale of
bulk vitamins, reagents, active carbon, and wood preservatives etc.
Summarized financial information by business segment for the years
ended March 31, 2004 and 2003 is as follows:
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Millions of yen
Net sales

2004 2003

Pharmaceuticals ¥ 935,291 ¥ 874,205
Other 151,140 171,876

Consolidated 1,086,431 1,046,081

Millions of yen
Operating income

2004 2003

Pharmaceuticals ¥ 381,265 ¥ 319,419
Other 14,222 13,061
Eliminations/Corporate (23,854) (21,794)

Consolidated ¥ 371,633 ¥ 310,686

Thousands of U.S. dollars
Net sales Operating income

2004 2004
Pharmaceuticals $ 8,823,499 $ 3,596,841
Other 1,425,849 134,175
Eliminations/Corporate — (225,041)

Consolidated $10,249,348 $ 3,505,975

Millions of yen
Identifiable assets Depreciation and amortization

2004 2003 2004 2003

Pharmaceuticals ¥ 658,719 ¥ 591,125 ¥19,729 ¥ 22,078
Other 260,282 199,948 8,354 7,884

919,001 791,073 28,083 29,962
Corporate 1,416,659 1,268,296 — —

Consolidated ¥ 2,335,660 ¥ 2,059,369 ¥28,083 ¥ 29,962

Millions of yen
Loss on impairment of long-lived assets Capital expenditures

2004 2003 2004 2003

Pharmaceuticals ¥ — ¥ — ¥ 38,540 ¥ 25,691
Other 1,139 — 23,932 10,197

1,139 — 62,472 35,888
Corporate — — — —

Consolidated ¥ 1,139 ¥ — ¥ 62,472 ¥ 35,888

Thousands of U.S. dollars
Depreciation Loss on impairment Capital

Identifiable assets and amortization of long-lived assets expenditures
2004 2004 2004 2004

Pharmaceuticals $ 6,214,330 $186,119 $ — $ 363,582
Other 2,455,488 78,811 10,741 225,780

8,669,818 264,930 10,741 589,362
Corporate 13,364,711 — — —

Consolidated $22,034,529 $264,930 $10,741 $ 589,362

Amounts for the year ended March 31, 2003 are restated according to the business classification after change.

There were no significant inter-segment sales. In order to conform with
the change in the segment classification and to state the profit and loss
of each business more clearly, corporate administrative expenses that
were previously allocated to each business segment proportionally,
based on the amount of operating expenses, and cannot be classified in
any specific segment are directly allocated to “Eliminations/Corporate”
from the year ended March 31, 2004. Corporate administrative
expenses included in “Eliminations/Corporate” consisted principally of

expenses related to Takeda’s administrative departments, the
Corporate Strategy & Planning Department, Strategic Product Planning
Department, Human Resources Department, Finance & Accounting
Department, Legal Department and Corporate Communications
Department. As a result of these changes, operating income recorded
in “Eliminations/Corporate” for the years ended March 31, 2004 and
2003 decreased ¥24,613 million and ¥22,119 million, respectively.

Corporate assets are principally cash and cash equivalents, marketable
securities and investment securities. Corporate assets included in
“Corporate” consisted principally of surplus operating capital (cash and
marketable securities) and long-term investments (investment securi-
ties) of the Company and a holding company in the United States and
other subsidiaries.

Geographical segments were previously classified as “Domestic”
and “Overseas” according to the location of the consolidated group

companies. From the year ended March 31, 2004, geographical seg-
ments have been changed to three segments: “Japan”, “North
America” and “Europe and Asia”, because of the increasing importance
of our business in the North America region. Consistent with the busi-
ness segment information, the corporate administrative expenses that
cannot be classif ied in any specif ic segments are included in
“Eliminations/Corporate”. 

Notes To Consolidated Financial Statements:
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Millions of yen
Net sales Operating income Identifiable assets

2004 2004 2004
Japan ¥ 828,306 ¥ 354,093 ¥ 705,263
North America 159,914 26,728 176,930
Europe and Asia 98,211 13,844 92,428
Eliminations/Corporate — (23,032) 1,361,039

Consolidated ¥ 1,086,431 ¥ 371,633 ¥ 2,335,660

Thousands of U.S. dollars
Net sales Operating income Identifiable assets

2004 2004 2004
Japan $ 7,814,206 $ 3,340,497 $ 6,653,426
North America 1,508,626 252,150 1,669,152
Europe and Asia 926,516 130,608 871,956
Eliminations/Corporate — (217,280) 12,839,995

Consolidated $10,249,348 $ 3,505,975 $ 22,034,529

Thousands of 
Millions of yen U.S. dollars

Net sales
to customers

Net sales to customers outside Japan outside Japan
2004 2003 2002 2004

North America ¥ 296,004 ¥ 262,246 ¥ 231,794 $2,792,493 
Europe 147,334 129,781 97,215 1,389,942
Other 18,582 17,809 19,705 175,305

Total ¥ 461,920 ¥ 409,836 ¥ 348,714 $4,357,740 

Percentage of consolidated net sales
2004 2003 2002

North America 27.2 % 25.1 % 23.1 %
Europe 13.6 12.4 9.7
Other 1.7 1.7 1.9

Total 42.5 % 39.2 % 34.7 %

NOTE 17: SUBSEQUENT EVENT

NOTE 16: COMMITMENTS AND CONTINGENCIES

Geographic segment data are as follows:

Thousands of
Millions of yen U.S. dollars

Loans guaranteed ¥ 5,600 $ 52,831
Notes and export drafts discounted 322 3,038

Geographic data for net sales to customers outside Japan are as follows;

Commitments outstanding at March 31, 2004 for the purchase of
property, plant and equipment amounted to approximately ¥20,342
million ($191,907 thousand).

At March 31, 2004, contingent liabilities were as follows:

On June 29, 2004, the shareholders of the Company approved pay-
ment of a year-end cash dividend of ¥41.00 ($0.39) per share to hold-
ers of record at March 31, 2004, totaling ¥36,441 million ($343,779

thousand) and bonuses to directors and corporate auditors of 
¥232 million ($2,189 thousand).
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Tohmatsu & Co.

Osaka Kokusai Building
3-13 Azuchimachi 2-chome,
Chuo-ku, Osaka, 541-0052, Japan
Tel: +81-6-6261-1381
Fax: +81-6-6261-1238
www.tohmatsu.co.jp

To the Board of Directors of Takeda Pharmaceutical Company Limited:

We have audited the accompanying consolidated balance sheets of Takeda Pharmaceutical Company Limited

(formerly Takeda Chemical Industries, Ltd.) and subsidiaries as of March 31, 2004 and 2003, and the related 

consolidated statements of income, shareholders' equity, and cash flows for each of the three years in the period

ended March 31, 2004, all expressed in Japanese yen. These consolidated financial statements are the responsibility of

the Company’s management.  Our responsibility is to express an opinion on these consolidated financial statements

based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of

material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclo-

sures in the financial statements.  An audit also includes assessing the accounting principles used and significant 

estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that

our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the

consolidated financial position of Takeda Pharmaceutical Company Limited and subsidiaries as of March 31, 2004

and 2003, and the consolidated results of their operations and their cash flows for each of the three years in the 

period ended March 31, 2004, in conformity with accounting principles generally accepted in Japan.

As discussed in Note 15 to the consolidated financial statements, the Company has changed its allocation method of

corporate administrative expenses to each segment for the year ended March 31, 2004.

Our audits 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 29, 2004

Independent Auditors’ Report:


