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1. Notes on Preparation of Quar ter ly Consolidated Financial Information 
1) Accounting standards for the preparation of quarterly consolidated financial statements:  

The Standards for Interim Consolidated Financial Statements 

2) Changes in accounting methods from the most recent consolidated fiscal year: Yes 

3) Changes in scope of consolidation and application of equity method: Yes 

4) Audited by independent accountants: Yes 
The quarterly consolidated financial statements have been through auditing process in accordance with the 
supplementary provisions ñStandards of Auditorsô Opinion for the Quarterly Financial Statementsò of the 
ñInstructions for the Application of the Regulations for Timely Disclosure of Corporate Information by Issuers of 
Listed Securitiesò as set by the Tokyo Stock Exchange. 

 
2. Financial Results for  the Nine Months Ended 31st December 2005 (Apr. 1, 2005 ï Dec. 31, 2005) 
(1) Consolidated Results of Operations 

(All amounts are rounded down to the nearest million yen) 

 Net sales Operating income Ordinary income Net income 

 Million yen % Million yen % Million yen % Million yen % 

Nine months ended Dec. 2005  209 561.1 (2,688) - (2,723) - (2,570) - 

Nine months ended Dec. 2004 31 - (1,358) - (1,476) - (1,413) - 
Fiscal year ended March 2005 
(For reference) 244 7.7 (1,753) - (1,884) - (1,820) - 

 

 Net income per share (basic) Net income per share (diluted) 

 Yen Yen 

Nine months ended Dec. 2005  (32,838.46) - 

Nine months ended Dec. 2004 (25,631.04) - 
Fiscal year ended March 2005 
(For reference) (32,136.46) - 

Note: Percentages for net sales, operating income, ordinary income, and net income represent year-on-year percentage change. 

Qualitative Information Regarding Consolidated Results of Operations 

The Sosei Groupðthe parent company, seven consolidated subsidiaries and one equity-method affiliateðrecognizes 
that enhancing its product pipeline is a major medium-term management issue to ensure steady growth. 

The Companyôs Product Discovery capabilities have now been fully integrated and all activities are directed towards a 
lower risk approach based upon identifying new uses for existing drugs and drug templates ï referred to as Drug 
Reprofiling. Within Soseiôs Drug Reprofiling Platform®s (DRP®), two types of opportunity are considered: 
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- new uses for marketed drugs and marketed drug templates and  
- new uses for drugs that have stalled in Phase II development. 

  

This low risk business strategy is further augmented by in-licensing products for development and distribution in Japan 
which have been marketed, or are in late stage development, in other territories.  

During the 3rd quarter, Soseiôs Development Pipeline has progressed. As the result of a portfolio review, the Company 
has prioritized its pipeline to focus resource on a Development Pipeline comprising 11 projects which are in a regulatory 
phase of development. Of these, AD 237 has entered a Phase IIb clinical study and AD 337 has completed its Phase I 
clinical evaluation. In addition, SD726 was nominated to progress to regulatory development within the Development 
Pipeline. SD726 is a New Molecular Entity (NME) that has been designed by chemically modifying a known drug 
template of a marketed drug and positioned in a completely different indication to the parent product, using the 
Companyôs DRP® approach. 

As a result of these activities, consolidated net sales in the nine months to December 31, 2005 were 209 million yen (up 
561.1% year-on-year), with an operating loss of 2,688 million yen (1,358 million yen one year earlier) an ordinary loss 
of 2,723 million yen (1,476 million yen one year earlier) and a net loss of 2,570 million yen (1,413 million yen one year 
earlier). Selling, general and administrative expenses totaled 2,729 million yen, of which 1,304 million yen was R&D 
expenses. 

 
(2) Consolidated Financial Position 

(All amounts are rounded down to the nearest million yen) 

 Total assets Shareholdersô equity Shareholdersô equity 
ratio 

Shareholdersô equity 
per share 

 Million yen Million yen % Yen 

As of December 31, 2005 26,641 26,030 97.7 265,425.73 

As of December 31, 2004 10,268 10,102 98.4 165,025.10 
As of March 31, 2005 
(For reference) 9,879 9,726 98.4 157,443.52 

 
(3) Consolidated Cash Flow Position 

(All amounts are rounded down to the nearest million yen) 

 Cash flows from 
operating activities 

Cash flows from 
investing activities 

Cash flows from 
financing activities 

Cash and cash 
equivalents, end of 

period 
 Million yen Million yen Million yen Million yen 

Nine months ended Dec. 2005  (2,116) 2,635 35 10,497 

Nine months ended Dec. 2004 (1,289) (13) 10,394 10,084 
Fiscal year ended March 2005 
(For reference) (1,700) (21) 10,424 9,697 

Qualitative Information Regarding Consolidated Cash Flow Position 

As of December 31, 2005, assets totaled 26,641 million yen, 16,762 million yen more than on March 31, 2005. 
Liabilities increased from 458 million yen to 611 million yen during the same nine-month period.  

The principal use of cash in operating activities was 2,646 million yen in loss before income taxes because of rising 
R&D costs reflecting accelerated research and development activities and higher general administrative expenses. As a 
result of these and other sources and uses, net cash used in operating activities was 2,116 million yen. 
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Net cash provided by investing activities was 2,635 million yen. The principal source of cash from investing activities 
was 2,667 million yen from the acquisition of Arakis Limited. This amount represents 5,832 million yen in cash held by 
Arakis at the time of acquisition, less 3,165 million yen in consideration for the acquisition of Arakis stock, incidental 
expenses and new stock issue expenses. 

Net cash provided by financing activities was 35 million yen. 

The result was a net increase of 799 million yen in cash and cash equivalents during the quarter to 10,497 million yen as 
of December 31, 2005. 

 

3. Forecast for the Fiscal Year  Ending 31st March 2006 (Apr il 1, 2005 ï March 31, 2006) 
(All amounts are rounded down to the nearest million yen) 

 Net sales Ordinary income Net income 

 Million yen Million yen Million yen 

Full year 300 (5,000) (5,000) 

Reference: Estimated net income per share for the full year: (50,983.99) yen 

Qualitative Information Regarding Forecast 

In the fiscal year ending March 2006, the Sosei Group plans to record sales from contracted development work of AD 
237 and sales from technology transfer business of the subsidiary SC Consulting, and other sales. In addition, Sosei 
expects to record an expense from the amortization of goodwill resulting from the Arakis acquisition. 

The Sosei Group is not revising its forecast of consolidated operating results for the current fiscal year released on 
December 16, 2005. The Company is projecting a consolidated net loss of 5,000 million yen on net sales of 300 million 
yen. Ordinary loss is envisaged at 5,000 million yen.  

Forward-looking statements in this report are based on information available to management at the time this report was 
prepared. As such, they carry risks and uncertainties and actual results and events may differ significantly from the 
forecast. Investors are advised not to rely solely on business forecasts in this report for making investment decisions. 
The Company plans to continue to release quarterly financial results. Forecasts of business results will also be revised as 
and when considered necessary, in accordance with disclosure rules. 
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4. Quar ter ly Consolidated Financial Statements 

(1) Consolidated Balance Sheet 
(Thousands of yen) 

  As of December 31, 2004 As of December 31, 2005 As of March 31, 2005 

Account Note Amount % Amount % Amount % 

 Assets           

I Current assets           

1. Cash and deposits   4,584,185   8,997,366   4,197,523  

2. Trade account receivable   8,052   141,931   6,872  

3. Securities   5,500,082   1,500,193   5,500,129  

4. Others   41,107   354,996   51,721  

 Total current assets   10,133,428 98.7  10,994,487 41.3  9,756,246 98.8 

II Fixed assets           

1. Property and equipment *  33,205   52,262   33,351  

2. Intangible fixed assets           

(1) Goodwill  -   15,438,519   -   

(2) Others  2,153 2,153  10,993 15,449,513  7,264 7,264  

3. Investments and other 
assets 

  99,593   145,683   82,852  

 Total fixed assets   134,952 1.3  15,647,459 58.7  123,469 1.2 

 Total assets   10,268,380 100.0  26,641,946 100.0  9,879,715 100.0 

 Liabilities           

I Current liabilities   164,929 1.6  611,645 2.3  152,989 1.6 

II Long-term liabilities   615 0.0  - -  337 0.0 

 Total liabilities   165,544 1.6  611,645 2.3  153,327 1.6 

            

 Shareholdersô equity           

I Common stock   5,842,025 56.9  15,213,474 57.1  5,869,875 59.4 

II Capital surplus   7,921,725 77.2  17,237,094 64.7  7,923,975 80.2 

III Retained earnings   (3,661,809) (35.7)  (6,639,429) (24.9)  (4,068,868) (41.2) 

IV Unrealized holdings gains 
on available-for-sale 
securities 

  896 0.0  - -  491 0.0 

V Foreign currency translation 
adjustment 

  - -  219,163 0.8  915 0.0 

 Total shareholdersô equity   10,102,836 98.4  26,030,301 97.7  9,726,388 98.4 

 Total liabilities and 
shareholdersô equity 

  10,268,380 100.0 26,641,946 100.0  9,879,715 100.0 
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(2) Consolidated Income Statement 
(Thousands of yen) 

  Apr. 1, 2004 ï Dec. 31, 2004 Apr. 1, 2005 ï Dec. 31, 2005 Apr. 1, 2004 ï Mar. 31, 2005 

Account Note Amount % Amount % Amount % 

I Net sales   31,685 100.0  209,471 100.0  244,395 100.0 

II Cost of sales   9,743 30.8  168,672 80.5  13,050 5.3 

 Gross profits   21,941 69.2  40,799 19.5  231,345 94.7 

III Selling, general and 
administrative expenses *1  1,380,859 4,358.0  2,729,467 1,303.0  1,984,708 812.1 

 Operating loss   1,358,917 (4,288.8)  2,688,667 (1,283.5)  1,753,362 (717.4) 

IV Non-operating income           

1. Interest income  899   88,948   1,503   

2. Commission income  440   -   532   

3. Insurance reimbursement  1,966   -   1,966   

4. Others  576 3,882 12.3 3,921 92,870 44.3 576 4,578 1.9 

V Non-operating expenses           

1. New stock issue expenses  58,366   87,393   58,396   

2. Initial public offering 
expenses 

 26,244   -   26,244   

3. Equity in losses of 
associated company 

 29,884   40,050   45,681   

4. Others  7,054 121,549 383.6 4 127,448 60.8 5,472 135,794 55.6 

 Ordinary loss   1,476,584 (4,660.1)  2,723,246 (1,300.0)  1,884,578 (771.1) 

VI Extraordinary income           

1. Reversal of allowance for 
doubtful accounts 

 155   -   155   

2. Gain on sales of 
investment securities 

 -   1,053   -   

3. Gain on changes in equity 
interest in associated 
company 

 67,951 68,107 214.9 86,994 88,047 42.0 67,951 68,107 27.8 

VII Extraordinary loss           

1. Loss on sales and disposal 
of fixed assets 

*2 126 126 0.4 11,452 11,452 5.4 281 281 0.1 

 Loss before income taxes   1,408,603 (4,445.6)  2,646,651 (1,263.4)  1,816,753 (743.4) 

 Income taxes   4,696 14.8  (76,090) (36.3)  3,605 1.4 

 Net loss   1,413,300 (4,460.4)  2,570,561 (1,227.1)  1,820,358 (744.8) 
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(3) Consolidated Surplus Statement 
(Thousands of yen) 

  Apr. 1, 2004 ï Dec. 31, 2004 Apr. 1, 2005 ï Dec. 31, 2005 Apr. 1, 2004 ï Mar. 31, 2005 

Account Note Amount Amount Amount 

 Capital surplus        

I Capital surplus, beginning of period   1,648,400  7,923,975  1,648,400 

II Increase in capital surplus        

 
Capital increase through new 
stock issue 

 6,273,325 6,273,325 9,310,119 9,313,119 6,275,575 6,275,575 

III Capital surplus, end of period   7,921,725  17,237,094  7,923,975 

         

 Retained earnings        

I Retained earnings, beginning of 
period 

  (2,248,509)  (4,068,868) 
 (2,248,509) 

II Decrease in retained earnings        

 Net loss  1,413,300 1,413,300 2,570,561 2,570,561 1,820,358 1,820,358 

III Retained earnings, end of period   (3,661,809)  (6,639,429)  (4,068,868) 
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(4) Consolidated Cash Flow Statement 
(Thousands of yen) 

  
Apr. 1, 2004  
ï Dec. 31, 2004 

Apr. 1, 2005  
ï Dec. 31, 2005 

Apr. 1, 2004  
ï Mar. 31, 2005 

Accounts Note Amount Amount Amount 

I Cash flows from operating activities     

 Loss before income taxes  (1,408,603) (2,646,651) (1,816,753) 

 Depreciation and amortization  5,805 17,647 8,686 

 Amortization of goodwill  - 534,894 - 

 Decrease in allowance for doubtful accounts  (155) - (155) 

 New stock issue expenses  58,366 87,393 58,396 

 Equity in losses of associated company  29,884 40,050 45,681 

 
Gain on changes in equity interest in associated 
company 

 (67,951) (86,994) (67,951) 

 Gain on sales of investment securities  - (1,053) - 

 Loss on sales and disposal of fixed assets  126 11,452 281 

 Increase (decrease) in trade receivable  (3,880) (68,957) (2,700) 

 Increase (decrease) in accounts receivable - other  21,271 49,264 14,858 

 Increase in accounts payables - other  70,031 4,564 52,622 

 Decrease in accrued expense payable  - (72,587) - 

 Increase in accrued income taxes  21,677 7,231 21,410 

 Others  (15,258) (79,479) (14,863) 

 Subtotal  (1,288,685) (2,203,224) (1,700,487) 

 Interests received  899 88,948 1,503 

 Income taxes paid  (1,742) (2,079) (1,800) 

 Net cash used in operating activities  (1,289,528) (2,116,355) (1,700,784) 

II Cash flows from investing activities     

 Proceeds from sales of investment securities  - 1,854 - 

 Proceeds from purchase of subsidiaries  - 2,667,163 - 

 Payment for purchase of property and equipment  (15,939) (10,657) (18,022) 

 Proceeds from sales of property and equipment  324 - 1,027 

 Payment for purchase of intangible fixed assets  - (5,550) (6,913) 

 Others  1,834 (17,486) 2,096 

 Net cash used in investing activities  (13,780) 2,635,324 (21,811) 

III Cash flows from financing activities     

 Proceeds from a new stock issue  10,394,833 35,161 10,424,903 

 Net cash provided by financing activities  10,394,833 35,161 10,424,903 

IV Foreign currency translation adjustment on cash 
and cash equivalents 

 (6,478) 245,776 (3,876) 

V Net increase (decrease) in cash and cash equivalents  9,085,045 799,907 8,698,430 

VI Cash and cash equivalents, beginning of period  999,222 9,697,652 999,222 

VII Cash and cash equivalents, end of period * 10,084,268 10,497,559 9,697,652 
      




