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Eisai is conducting Phase Il studies for two projects in dementia area. . .
We will strive to deliver new treatments to patients and their families as early as possible. E ISal CO y Ltd .
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M Period Covered

This Integrated Report covers business performance from April 1, 2018 to March 31, 2019. Some sections may include
information on activities as recent as fiscal 2019.

B Reporting Organizations
Eisai Co., Ltd. and domestic and overseas consolidated subsidiaries

M Forward-Looking Statements and Risk Factors

Materials and information provided in this Integrated Report may contain “forward-looking statements” based on current
expectations, forecasts, estimates, business goals and assumptions that are subject to risks and uncertainties, which could
cause actual outcomes and results to differ materially from these statements. Moreover, the target values contained in this report
merely express medium-term strategies, intended directions and visions and are not an official earnings forecast. For the official
earnings forecast, please refer to the annual financial report (Consolidated Financial Statement) in accordance with the rules set
by the Tokyo Stock Exchange. Factors that could have a material impact on the future outlook include, but are not limited to,
changes in the economic environment and competitive pressures surrounding Eisai’s business environment, revisions to laws
and regulations, fluctuations in currency exchange rates, uncertainties associated with new drug development and infringements
of intellectual property rights by third parties. Although this report contains information on pharmaceuticals (including those under
development), the content is not intended for advertising or medical advice purposes. In addition, further details about business
risks stated above are described in the Annual Security Report.

This English Report was translated from the original Japanese version. In the event of any inconsistency between the
statements in the two versions, the statements in the Japanese version shall prevail.

B Note to Description
eGeneric names for drugs are given omitting the base or hydrate.
B Notes to Icons on Each Page

ePages that are strongly related to 6 capitals which comprise Eisai’'s corporate value (intellectual capital, human capital,
manufactured capital, social and relationship capital, natural capital and financial capital) are marked with corresponding icons.
ePages that are strongly related to 17 Sustainable Development Goals (SDGs) are marked with SDGs icons.
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Management Strategies

Materiality

Eisai’'s corporate philosophy is to give first thought

to patients and their families. Likewise, Eisai

provides employees, who are responsible for patient
contribution, with opportunities to develop their talents
to enrich their careers and cultivate work satisfaction.
Eisai’s mission is the enhancement of patient
satisfaction, then revenue and earnings are generated
consequently. We place importance on this sequence
of placing mission before the ensuing results.

On the other hand, in order to sustainably maximize
corporate value to fulfil every stakeholder’s satisfaction,
and taking into consideration the corporate
philosophy’s concept of “mission and the results” in

Process for Establishing Materiality

ﬂ

Process 1: Identification of issues

We identify issues giving consideration to various types of
guidelines (e.g., Sustainability Accounting Standards for
Pharmaceuticals by SASB*?, GRI Guidelines), to Sustainable
Development Goals (SDGs)*?, to communication with
stakeholders and to socially responsible investment (SRI) indices

(e.g., Dow Jones Sustainability Index).

Value Creation Activities

Business Base (ESG) Appendix

consideration, it is regarded to be more efficient to
focus on long-term investors, beneficiaries of residual
income, as the important stakeholder*!. With the long-
term interests of all stakeholders including patients
and employees taken into account, it is believed that
identifying the concerns relating to the interests of
long-term investors and then taking initiatives on a
priority basis, is the fast track to the maximization of
corporate value.

Process for Establishing Materiality and Eisai’s
Materiality Matrix are shown below. Reviews and
updates are undertaken as needed.

*1 Concept derived from Enlightened Value Maximization Theory (Michael C. Jensen, 2001)

Process 2: Prioritization of issues and creation of materiality matrix

We prioritize issues with a particularly high degree of importance, and then
create a matrix, from the perspectives of “impact on Eisai’s business”
considering the corporate philosophy and impact on finances, and of
“interest to long-term investors”, which includes financial reporting,
opportunities to create innovation, and the impact of legal restrictions and
industry norms.

N\

Process 3: Reviews and updates

Reviews and updates are undertaken as needed taking
into consideration the progress of initiatives toward
issues and changes in the business environment.

*2 SASB (Sustainability Accounting Standards Board) is a U.S.-based non-profit organization that identifies materiality by industry for reasonable investors and develops

sustainability disclosure standards.

*3 Sustainable Development Goals (SDGs) are a set of international goals under the 2030 Agenda for Sustainable Development adopted at the United Nations.
Sustainable Development Summit in September 2015. For details, please refer to page 90.

Eisai’s Materiality Matrix

Mimproving access to medicines
(P.18-19,38-41,90)

M Offering solut

Very High

49)

W Provision of opportunities to
develop careers and talent for
employees (P.24-27)

M Business with consideration for the
global environment (reduction of CO2
emissions, waste reduction, efficient
use of water resources)(P.88-89)

Interest to long-term investors

corruption (P
M information d

M initiatives against counterfeit drugs
(P.86)

High

High

*4-7 Please refer to Eisai’'s Corporate Website

providing pharmaceuticals (P.48-

W Promoting diversity (P.24-27)

M Supporting employee health (P.24-
27) and safety management*7?

W Prevention of bribery and

.83)

Impact on Eisai’s business

Figures in parentheses indicate the corresponding pages in this report.

M Creating innovative medicines
(P.14-19,42-47,50-55,58-61,
99-101)

W Safety management for products
(P.87)

M Corporate governance system
(P.68-78)

B Compliance and risk management
(P.82-85)

MFinancial strategy (P.28-37)

M Ethical and transparent drug
creation activities*4

M Protection and reinforcement of
intellectual property*5

M Appropriate pricing*6

ions that go beyond

BMPromotion based on compliance
(P.83)

M Quality assurance and stable
supply (P.86)

isclosure*8

E—
Very High

*4 Ethical and Transparent Drug Creation Activities
*5 Intellectual Property Initiatives

*6 Marketing, Aims to Secure Appropriate Pricing
*7 Occupational Safety and Health

*8 Please refer to Article 11 of Eisai’s Corporate Governance Guideline

) https://www.eisai.com/company/business/research/discovery/index.html
) https://www.eisai.com/company/business/research/ip/index.html
) https://www.eisai.com/company/business/marketing/index.html
b https://www.eisai.com/sustainability/employee/health_safety/index.html
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The driving force of Eisai

“human health care (hhc)”

Established the corporate philosophy in 1992, which is understood and internalized
as our core value by employees, both in Japan and overseas
All employees are encouraged to spend 1% of their total business hours to interact

with patients

Socialization with People with Dementia
(Facility for Elderly People in Tokyo)

(Medical Center in Philippines)

Held an Event to Support Patients with
Cancer

Directors including outside directors and mid-level
employees had conversation with people with dementia
and recognized that the patients can still express their
thoughts and still want to live satisfying lives.

)

Laboratory tour with Refractory Disease Patients
(Tsukuba Research Laboratories in Ibaraki Prefecture)

We invited patients with refractory disease to Tsukuba
Research Laboratories and introduced our research

in the upstream area for medicine creation. Through
spending time with the patients, we felt patients’
difficulties in their daily life and hope for cure, and
reconfirmed our motivation to contribute to patients.

Together with a patient advocacy group, we held

an event to support breast cancer patients in the
Philippines. During the event, we held contests such as
the most stylish way to wrap a scarf around the head to
cover their hair loss due to chemotherapy and making
Christmas cards to encourage patients to express their
feelings through messages written on the card.

Socialization with People with Intellectual Disability
(Facility for People with Disabilities in Shizuoka Prefecture)

Employees from overseas, who came to Japan for
training, interacted and empathized with residents

of a facility for people with intellectual disabilities. By
spending time with people with intellectual disability,
we had an experience to look back at the origin of our
human health care philosophy to contribute to patients.




Management Strategies | Value Creation Activities | Business Base (ESG) Appendix

Eisai’s corporate philosophy reflects our commitment to business activities aiming to increase the benefits to
patients, their families, and consumers, who we clearly recognize as the key players in healthcare.

This corporate philosophy is summarized by the term “human health care (hhc)”. We believe that, it is
important for each employee to first get close to patients and see the situation from their perspectives in order to
learn to empathize with their thoughts and feelings that they might not always express in words. Accordingly, all
employees are encouraged to spend 1% of their total business hours to interact with patients.
Currently, this Corporate Philosophy penetrated in the minds all employees in Eisai group, shared beyond
nationality, border, gender and age, and practiced in their daily business. Examples are described below.

Cancer (Convention Center in the United States)

Socialization with People with Lymphatic Awareness Activity of Metastatic Breast
Filariasis (Health Center in India)

Eisai’s employees from all over the world gathered in India  Employees of our U.S. subsidiary launched a website
to socialize with lymphatic filariasis patients. We directly to raise awareness activity of metastatic breast cancer
heard from patients the difficulties they face in their daily and provide support to patients. On the website,

life and their mental struggles, such as they cannot do breast cancer patients can find tips and advice for
house chores or work to earn a living because of their living well and improving vitality.

crippled limbs. They also worry about the social stigma
that their children suffer because of the parent’s physical
deformity. In addition to supplying an anti-filariasis drug
DEC (Diethylcarbamazine) tablets at price zero, we sought
other ways to assist them in day-to-day life.

Plant Tour with People with Rare Diseases New Employees Socialized with People with Dementia
(Kashima Plant in Ibaraki Prefecture) and Their Families (Training Facility in Kanagawa Prefecture)

We invited people with rare diseases to Kashima Plant. In the training for new employees conducted in April, these
After a facility tour, we had discussions and workshop. new employees spent time with people with dementia and
Directly sharing the emotions of patients with refractory their families. They learned that it is important to create
diseases improved our motivation. an environment in the local community that co-exist with

7 dementia, and that by focusing on what can be done,
"—T -”“’T this can be realized with their support and the support of
% people in the area even if they become demented.

5 Eisai Integrated Report 2019



Incorporated the corporate philosophy into the Company’s Articles of Incorporation in June 2005

To commemorate our values and goals with shareholders and to operate business, we incorporated the
Corporate Philosophy into the Company’s Articles of Incorporation, upon receiving approval at the
Annual General Shareholders’ Meeting in June 2005.

Articles of Incorporation Article 2 Sequence of Mission and Results
Based on the hhc Corporate

(1) The Company’s Corporate Philosophy is to give first thought to patients and Philosophy

their families, and increase the benefits that health care provides them. Under
this Philosophy, the Company endeavors to become a human health care (hhc)
company. S
. . . . . Mission
(2) The Company’s mission is the enhancement of patient satisfaction. The
Company believes that revenues and earnings will be generated by fulfilling
K I | . . patient satisfaction
this mission. The Company places importance on this sequence of placing the
mission before the ensuring results.
(8) The Company strives to fulfill its social responsibilities by positioning compliance (i.e.,

the observance of legal and ethical standards) as the basis of all business activities. Business activities

(4) The Company’s principal stakeholders are patients, customers, shareholders and
employees. The Company endeavors to develop and maintain a good relationship with
stakeholders and to enhance the value of their stake through:

1. Satisfying unmet medical needs, ensuring a stable supply of high-quality products, =
and providing useful information on subjects including drug safety and efficacy;

2. Timely disclosure of corporate management information, enhancement of corporate
value, and a positive return to shareholders; and

3. Ensuring stable employment, offering challenging and fulfilling duties, and providing
full opportunities for the development of employees’ capabilities.

Revenues,
earnings, etc.

Initiatives to realize innovation based on the theory of knowledge creation

Each employee of Eisai is aiming to realize our Corporate Philosophy “hhc” through daily work by exercising
ingenuity based on the theory of knowledge creation.

There are two types of knowledge: “tacit knowledge” and “explicit knowledge”. The former is subjective
and not easily expressible, while the latter is expressible. The “SECI model” is the core framework of knowledge
creation, which creates organizational innovation through the repetitive and mutual conversion of tacit and
explicit knowledge. In this model, knowledge creation is captured in four phases:

(1) “Socialization(S)”, a process of building up tacit knowledge through directly sharing experience with others.

(2) “Externalization(E)”, a process of expressing tacit knowledge through dialogue between individuals and
articulation into concepts or iconography.

(3) “Combination(C)”, a process to combine explicit knowledge of an organizational level into a model, or narrative.

(4) “Internalization(l)”, a process of creating new tacit knowledge through practicing explicit knowledge.

It is important to repeat this SECI Model

spiral of four phases for strategic Knowledae Creation Spiral
knowledge creation. 9 Tacﬁ Tacit

Eisai places particular

importance on socialization Socialization(S)§Externalization(E)
in understanding the reality

of patients (emotions) and
encourages all employees
around the world to spend 1%
of their total business hours to
interact with patients.

Express tacit
knowledge
through dialogue
and reflection
(Conceptualizing)

Share direct
experience and
build up tacit
knowledge
(Emphasizing)

nondxg

Organize
relevant concepts
into a prototype,
model, or
narrative
(Modeling)

Practice the
model or
narrative and
create new
tacit knowledge
(Practicing)

noldx3

Explicit Explicit
| = (Individual), G = (Group)
O = (Organization), E = (Environment)



Value Creation Activities

‘ ‘ Management Strategies Business Base (ESG) ‘ Appendix ‘

Business model based on hhc

CSR CSV hhc

Corporate Social Responsibility Creating Shared Value human health care

®\/alue: Economic and social

-Velues Dl good benefits relative to cost

®\/alue: The common good

® Citizenship, philanthropy, e Joint company and community e Companies together create value
sustainability value creation in tune with community needs

e Discretionary or in response to

e ntegral to competition o No fixation on competition
external pressure

® Profits are gained as the result of

® Separate from profit maximization Integral to profit maximization e Ged silied e
® Agenda is determined by external e Agenda is company specific and )
reporting and personal preferences internally generated ¢Agenda is shared by each company
e|mpact is limited by corporate eRealigns the entire corporate e|ncluded in the company’s regular
footprint and CSR budget budget operating budget
o Example: Fair trade purchasing (] Exgmple: Transforming procurement (] Exampvle: Input of cugtomer
to increase quality and yields needs into value chain

s Compiled by Deloitte Tohmatsu Consulting based on Michael E. Porter, “Creating Shared Value”, Harvard Business Review, and other resources and revised by Eisai.
Supervised by Ikujiro Nonaka, Professor Emeritus of Hitotsubashi University.

Eisai’s hhc is different from corporate social responsibility (CSR), which mainly involves social contribution
activities such as acts of charity that do not directly contribute to business or corporate value. It is relatively
close to Creating Shared Value (CSV), a business model that aims to pursue both social value and economic
value. Eisai's mission is to create social value by enhancing patient satisfaction, and economic value in the form
of revenue and profit is generated as a result. Eisai places importance on this sequence of placing the mission
before the ensuring results.

Confirmed the thorough internalization of the corporate philosophy among employees around the

world and their high engagement in Eisai through the knowledge creation survey 2017

Eisai began conducting the Knowledge Creation Survey targeting approximately 10,000 employees around the
world in September 2017. The survey aims for ascertaining the current conditions of knowledge creation activities
at Eisai and its organizational units and realizing the corporate philosophy. To achieve these aims, Eisai has
conducted this survey six times since fiscal 1997 under the supervision of Ikujiro Nonaka, Professor Emeritus at
Hitotsubashi University.

Eisai confirmed the thorough internalization of the corporate philosophy among employees around the
world (Figure 1) and their high engagement (attachment or emotional involvement) in the company (Figure 2)
based on its analysis of the answers provided to a total of 172 questions asked in the survey.

At the same time, employees

recognized the importance Figure 1 : Level of Sharing of Figure 2 : Engagement in Eisai

Corporate Philosophy

of “socialization”, a process  completely applicable 5 5

particularly Qmphaszed by.Elsal Very applicable. 4 3.9 a7 . 38 38 a7
through which they share time

with patients and accumulate Applicable 3 3

tacit knowledge. They also Not applicable 2 2

showed a tendency to ' : 1

understand the needs to raise Not applicable at all Understanding of ~ Practice of Satisfaction Pridein  Current job is rewarding
the level of accomplishment Corporate Philosophy Corporate Philosophy with Company Company and satisfying

of “socialization” (Figure
3). This is presumably
because many employees Extremely important 5 5 Significant majority of time allocated

Figure 3 : Level of Importance and Accomplishment of Socialization

feel the need to undeertand Very important 4 4.0 4 A large amount of time allocated
the true needs of patients
through accomplishment of Important 3 2.9 3 A fair amount of time allocated
socialization”. We.W}” reyFtahze Not very important 2 2 Alittle time allocated
our efforts for “socialization”
because “socialization” lies at Not important atall 1 1 No time allocated
the root of Eisai Importance Level Importqnge Lg Vel AC“"”“D"SW”“ Accomplishment Level
. of Socialization ~ Level of Socialization
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SWOT Analysis Strengths

Taking on the challenge to promptly expand our contributions
to patients by leveraging our strengths

- 1. Thorough internalization of the corporate
B philosophy and high employee engagement

Confirmed the thorough internalization

of the corporate philosophy and /V/V 0

high employee engagement in the company worldwide

from the results of “Knowledge Creation Survey 2017” human health care Reference ‘ P4-7,14

= 2. Industry-leading R&D pipeline in the dementia area

Phase II studies for 2 candidates are underway

Eisai is the only company in the world which leads Phase II studies
of both BACE *" inhibitor and anti-Af3 (amyloid beta) antibody

Aim for successful development of the world’s first potential disease modifier

for Alzheimer’s disease

Investigational BACE inhibitor elenbecestat*? Investigational anti-AB protofibrils antibody BAN2401 *23

Lists of AB associated pharmaceutical candidates at the stage of Phase Il study**

BACE inhibitor Anti-AB antibody
Elenbecestat BAN2401
#1 Beta-site amyloid precursor protein-cleaving enzyme Gantenerumab (ROChe)
L Solanezumab (€l Lily

*4 The chart created by Eisai based on the information
on ClinicalTrials.gov as of July 11, 2019

Reference | P15-16, 42-47




3. Abundant experience and knowledge in medicine creation [N
in the dementia and oncology areas L

Accumulated abundant experience and knowledge through medicine creation for

mOI'e thal'l 35 years (since 1983) in the dementia area and
mOI'e than 30 yearS (since 1987) in the oncology area

Reference ‘ P12-13, 42-47, 50-55, 58-61, 99-101

4. Accumulation of experience and knowledge -
from global business activities

*Drug creation activities ¢Production activities ¢Marketing activities
Commenced overseas operation in the late 1960s, and accelerated global operation in mid 1990s
Currently established a solid business foundation in Japan, the U.S., Europe, China, and Asia
Achieved double-digit growth of revenue (based on local currency) for 8 consecutive years

and recorded top-class revenue in China among Japanese companies
Reference ‘ P56-67

5. Expansion of products developed in-house =

Antiepileptic agent

Anticancer agent Anticancer agent
Lenvima® Halaven® Fycompa®
TYLENVIMA X\ Halaven Fycompa
(ot e enbuiin syt jecton perampanel
Revenue 62.6 billion yen 41.3 billion yen 19.3 billion yen
in fiscal 2018 (YoY 194%) (YoY 104%) (YoY 132%)

Reference ‘ P50-55, 92-93

6. Strategic partnerships in the neurology and oncology areas e

Global partnerships that enable increased probability of success and accelerated development
with optimization of development and commercialization expenses

*Oncology area: Merck & Co., Inc.,
Kenilworth, N.J., U.S.A.

*Neurology area: Biogen Inc.
®-.
Biogen

Reference |[P15-17, 42-47, 50-55, 80-81
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SWOT Analysis Weaknesses, Opportunities

Weaknesses

Trends in revenue of major brands

(billions of yen)

300}-----

200/

100

fiscal
2019
(forecast)

fiscal
2018

fiscal
2017

fiscal
2016

fiscal
2015

fiscal
2014

fiscal
2013

fiscal
2012

fiscal
2011

fiscal
2010

fiscal
2009

Bl | envima® Aricept® B Pariet®

*1 Co-development with Biogen Inc.
*2 Licensed-in from BioArctic AB

Revenue and R&D expenses of top 10 pharmaceutical
companies and Eisai in fiscal 2018

Company A
Company B
Company C
Company D
Company E
Company F
Company G
Company H

Company |
pany Revenue

Company J - R&D expenses

642.8 billions yen | |
144.8 billions yen : :
0 1 2 3 4 5

Source: AnswersNews (only available in Japanese) https://answers.ten-navi.com/pharmanews/16219/

Eisai

6 (trillions of yen)

Direct R&D expenses by area
(fiscal 2018 results)”

R&D expenses inclusive of
partners’ share of expenses

Neurology  (billions of yen)
Oncology ,
M Others Partners’ share of R&D expenses
R&D expenses 191.3
158.5 46.4
18.9
0 51% 136.0
40% 188
117.2 139.6 144.8

Concentrate 91% of the direct
R&D expenses into two areas

fiscal 2016 fiscal 2017

10

. fiscal 2018
* Inclusive of partners’ share of expenses

1. Delay in creation of major brands with annual revenue of over 100 billion yen

One of our weaknesses is that we have not
been able to create major brands since we
created the Alzheimer’s disease treatment
Aricept® and proton-pump inhibitor Pariet®.
However, in-house developed anticancer
agent Lenvima® is expected to achieve
more than 100 billion yen revenue in fiscal
2019 and have the potential to exceed the
peak sales of Aricept®. In addition,
investigational BACE inhibitor elenbecestat™"
and anti-AB protofibril antibody BAN2401*#1:2
are estimated to have the potential to exceed
the peak revenue of Aricept®, considering the

expected benefits.
P Reference: P42-47,50-55,58-63

2. Limited R&D expenses compared with global large pharmaceutical companies

In 2018 global ranking of revenue of
pharmaceutical campanies, Eisai ranked 5
among Japanese pharmaceutical companies
and 30" in the world. We have limited R&D
expenses compared with large
pharmaceutical companies. In order to
overcome this weakness, Eisai promotes
strategies to improve productivity and
efficiency of drug creation activities.

First, Eisai is thoroughly selecting and
concentrating on priority projects. We
chose neurology and oncology as the strategic
areas of focus that have higher needs from
patients and would allow us to utilize our
accumulation of knowledge and know-how.
We have concentrated R&D resources in those
areas.

The second strategy is utilizing
partnerships. Joint development with partners
who have diverse experience and know-how is
very effective in increasing the probability of
success of new drug development and
accelerate it. Also, partnerships greatly
contribute to the dispersion of risk in R&D and
investment efficiency. In the consolidated
income statement for fiscal 2018, our R&D
expenses was 144.8 billion yen (ratio to
revenue: 22.5%). However, R&D expenses
inclusive of partners’ share of expenses (46.4
bilion yen) was 191.3 billion yen (ratio to

revenue: 29.8%).
* Source: NEW Pharma Future No.19 June to July 2019



and Threats
Opportunities

Expansion of global pharmaceutiCal M arK e s

It is thought that population aging, growth in developing and emerging countries, and the creation of
ground-breaking drugs will further expand the global pharmaceutical market. The 2019-2024 CAGR
(compound annual growth rate) of global prescription drug market is expected to be 6.9%, and the CAGR is
to be 11.4% in the oncology area. Expansion of global pharmaceutical market will be a great business
opportunity for Eisai, which conducts business activities globally.

Worldwide Total Prescription Drug Sales
(billions of USD)

1,400

Prescription drugs excl. Generics & Orphan drugs 2019-2024
1,200 Orphan drugs CAGR 6.9%

Generics 2010-2018
1,000 o

CAGR 2.3% >
o 842
788
600 698 743
622 [ 620 [ 65°
s00 Byd ES B4 570 [ 554 [ 570 [ 554 I 593
200
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 (year)

Reference : EvaluatePharma® World Preview 2019, Outlook to 2024 ©Evaluate Ltd.

Threats

1.

Innovative competitive products entering the market F—
Each pharmaceutical company invests aggressively into R&D to develop new drugs. The launch of an
innovative product by a competitor is a large threat for us.
However, it will not necessarily lead to taking growth opportunities from us. Combination therapies are
becoming standard, especially in the oncology area. If we demonstrate the scientific rationality of
combination therapies of our agents and the new products, we will be able to dramatically
increase our growth potential. As for Lenvima®, we are actively developing combination therapies with

innovative anti-PD-1 antibodies.
» Reference: P50-55

- - I
Increasing pressure to lower drug prices as governments S "
promote policies to reduce healthcare expenditure

Many governments around the world are implementing policies to reduce healthcare expenditure, and as
a result, there is increasing pressure to lower drug prices, which is a threat to our business. High priced
agents are appearing one after another on the market, especially in oncology area, therefore setting
reasonable prices is a very important issue.

Eisai believes that drug prices should be determined based on the fundamental value provided
to patients. We are striving to create drugs that bring genuine value to patients, but at the same time,
we believe that the value of innovation should be appropriately reflected in the price.

11 Eisai Integrated Report 2019



(Billions of yen)

Aiming to Contribute to Patients around the World History of Eisai

m Founded Eisai

The founder Toyoji Naito established Eisai and
focused on drug creation activities, because he was
dissatisfied with how Japan’s drug industry at the
time remained overly reliant on imports.

r*%

o

Lt
o RS
SHRE TR
e BT

Advertisement for Chocola A, the first

1941 Established Nihon Eisai Co., Ltd. Chocola brand product launched in 1951

1955 Changed corporate name

from Nihon|Eisai CO., Ltd. ) . i Advertisement for Sampoon
i Founder: Toyoji Naito contraceptive launched in 1948
to Eisai Co., Ltd.

Late 1960s Commenced full-fledged overseas expansion

Yuji Naito was inaugurated as the second President of Eisai in 1966, and promoted overseas expansion
proactively.

I Late 1960s to early 1970s Local subsidiaries established in Southeast Asia

Yuji Naito
1980s Established a foundation for global business expansion
Three-hub R&D network established At a time when the typical strategy for a Japanese

pharmaceutical company to expand business overseas was to
license out its products to pharmaceutical companies abroad,
Eisai was determined to handle all processes regarding its

1982 Tsukuba Research Laboratories (Japan)
1989 Eisai Research Institute of Boston, Inc. (U.S.)

1992 Eisai London Research Laboratories, Ltd. (U.K.) products on its own, from research, which serves as the
fountainhead from which all other product phases flow, through
Entry into dementia and oncology areas to manufacturing. Driven by this determination, Eisai was one of
) ) the first in the industry to establish R&D bases in Japan, the U.S.
1983 Commenced drug discovery research on dementia and Europe and has strived for the creation of global brands.
at Tsukuba Research Laboratories

Additionally, Eisai commenced drug creation activities in the

1987 Launched R&D group to develop proprietary anticancer dementia and oncology area at this time.

agents at Tsukuba Research Laboratories

1992 Adopted the corporate philosophy of
“human health care (hhc)”

Tsukuba Research Laboratories  Eisai Research Institute of Boston  Eisai London Research Laboratories

Haruo Naito, the current Representative Corporate Officer and CEO, was appointed
President of Eisai in 1988. He began transforming the corporate image and challenging
employees to adopt new mindsets and attitudes as soon as he began his tenure.
Then, in 1990, with clearly recognizing patients, their families and the customers as the
key players in healthcare and for pharmaceutical companies, the company announced
the concept of “Eisai Innovation.” This advocated taking pride in achieving business
through improving the benefits of these stakeholders and challenged each individual
employee to change the way they looked at their jobs, their lives and the world with the
message “The world is changing. Let us change along with it.” The spirit of this new
concept was summarized as “human health care (hhc)” and

800+

600

Haruo Naito (left) was appointed

President of Eisai in 1988 incorporated into the company’s Corporate Philosophy in
1992. v/ve
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Trends in consolidated revenue, and the revenue of major products human health care
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Late 1990s

Launched Alzheimer's
disease treatment Aricept®

1997 in the U.S. -
and Europe (U.K.) o] E===—===5
1999 in Japan ;

T

Launched proton-pump
inhibitor Pariet®

1997 in Japan
1998 in Europe (U.K.)
1999 in the U.S.
(brand name: AcipHex®)

IS

s

V7R

Strengthened foundation

in oncology area

2007: Acquired Morphotek, Inc.

2008: Acquired MGI Pharma, Inc.

2010: Established H3 Biomedicine Inc.
in the U.S.

Peak Sales

Aricept® ¥322.8 billion (fiscal 2009)
Pariet® ¥175.9 billion (fiscal 2007)
Total ¥470.8 billion (fiscal 2009)

s p——

Growth of two major brands accelerated global business expansion

Two products developed in-house,
Aricept® and Pariet®, were launched
in late 1990s and expanded
globally. Total revenue of these
products peaked at ¥470.8 billion in
fiscal 2009. Growth of the two major
brands accelerated global business
expansion, and Eisai established
pharmaceutical sales subsidiaries
consecutively in major countries
overseas.

Additionally, Eisai conducted
M&A and established new
subsidiaries to strengthen
foundation in oncology area.

m Value creation through new products developed in-house and partnership model

LOE (Loss of Exclusivity) in two major brands
Aricept® Pariet®

2010 in the U.S. 2010 in Japan

2011 in Japan 2012 in Europe

2012 in Europe 2013 in the U.S.

Launched new products developed in-house

2010: Launched anticancer agent Halaven® in the U.S.
2012: Launched antiepileptic agent Fycompa® in Europe
2015: Launched anticancer agent Lenvima®

in the U.S., Japan and Europe

Formulated partnerships in the dementia
and oncology area

2014: Entered into a collaboration agreement with

Biogen Inc. for the development and commercialization
of Alzheimer’s disease treatments

2018: Entered into global strategic oncology collaboration
for Lenvima® with Merck & Co., Inc.,
Kenilworth, N.J.,US.A.

December 1997: Launched Pariet® in Japan

l

January 1997: Launched
Aricept® in the U.S.

Eisai went through a tough phase due to the loss of exclusivity in
Aricept® and Pariet®. However, new products developed in-house
has been expanding continuously. Eisai’s financial performance
has been improving steadily with the growth of Lenvima® and
others.

In ‘EWAY 2025’, a medium-term business plan spanning 10
years and commenced in fiscal 2016, Eisai has selected oncology
and neurology as its therapeutic areas of focus. Under the
partnership model, development of next generation Alzheimer’s
disease treatments is advancing in the dementia area.
Additionally, development of combination therapy of Lenvima®

and immuno-oncology is making remarkable progress in the
oncology area.

January 2010: LOE for Pariet® in Japan

November 2010:
LOE for Aricept® in the U.S.

(Billions of yen)

February 2015: 1800
Launched Lenvima® in the U.S.
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fiscal 1995
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fiscal 2000
fiscal 2001
fiscal 2002
fiscal 2003
fiscal 2004
fiscal 2005
fiscal 2006
fiscal 2007
fiscal 2008
fiscal 2009
fiscal 2010
fiscal 2011
fiscal 2012
fiscal 2013
fiscal 2014
fiscal 2015
fiscal 2016
fiscal 2017
fiscal 2018
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CEO Message

To Our Stakeholders

Management Based on a Corporate Philosophy

The Company’s Corporate Philosophy is to give first
thought to patients and their families, and to increase
the benefits that health care provides to them. Under
this philosophy, we endeavor to become a human
health care (hhc) company. Since taking up the role as
CEQ, | have directed the company’s management in
accordance with the corporate philosophy. A corporate
philosophy is a guide to show, “Who is important to
us, and what do we work for”, not just for within the
company, but also for outside of the company. Our
corporate philosophy is stipulated in the Articles of
Incorporation, one of the prime documents for the
company.

It is not easy to understand patients’ true thoughts
and feelings. Of course, we cannot ask a patient in
the hospital waiting room how they feel. Even for
families and relatives, it is actually quite difficult to
find out a patient’s true pain and needs. Accordingly,
approximately 10,000 employees worldwide are
encouraged to spend 1% of their total business hours
to interact with patients to learn their true thoughts and
feelings. We believe that it is important to truly consider
the perspectives of patients and their families, and share
thoughts and feelings that might not be expressed in
words by talking to patients or having meals together
with them.

Diagnos!
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Appendix

Create Innovation in Neurology and Oncology Areas
under the Medium-Term Business Plan ‘EWAY 2025’

Currently, Eisai is focused on achieving 10-year
medium-term business plan ‘EWAY 2025’, an initiative
to create innovation with strong motivation based
on the corporate philosophy “hhc”. Innovation is not
something that necessarily happens in science or
technology. Strong motivations of people are essential.
‘EWAY 2025’ is aimed at creating innovation with
strong motivations to find out patients’ true needs from
socialization with them and to fulfill their needs.

The concept of “Ricchi” is also incorporated into
‘EWAY 2025’. “Ricchi” is an area where real patient
needs are still unmet and no one has achieved
success, or even remained untapped from “hhc” point
of view, then Eisai has an opportunity to become a
frontrunner there. We aim to play a central role in
“Ricchi” and constantly innovate. Determining “Ricchi”
means limiting the scope of our activities and involves
taking risks. However, we believe that focusing on
specific areas will empower the efficiency towards
creating innovation.

Among the various areas, we have decided to focus
on neurology and oncology since we commenced

Focusing on Neurology and Oncology Areas

4 Neurology Area

Successful case such as launch of Aricept®
Abundant knowledge in dementia area
Industry-leading pipeline in dementia area

4 Oncology Area N
Successful case such as launch of Halaven® and Lenvima®
Tumor microenvironment with experience and knowledge

from Halaven® and Lenvima®

Qriver gene mutation and aberrant splicing of H3 Biomedicir@

‘EWAY 2025’ in April 2016.

In neurology, we had the successful case of
launching Aricept® for the treatment of Alzheimer’s
disease. We have abundant experience and knowledge
of medicine creation and disease awareness activities
in the dementia area. Also, an industry-leading pipeline
is our greatest strength. Despite the estimates that the
number of patients is increasing globally, no dementia
treatment has been newly approved by the U.S. FDA
since 2003. Eisai’'s priority is to create new medicines
to fuffill high unmet needs in the dementia area, and
that is the motivation that made us decided to focus
on neurology area.

In oncology area, we launched the anticancer agent
Halaven® in 2010, and Lenvima® in 2015, and have
built experiences and knowledge. Oncology is the area
in which the world’s large pharmaceutical companies
are in fierce competition to develop new treatments. It
is extremely challenging to be successful in this area.
Under these circumstances, we decided to focus on
oncology, since we believe that successful outcome
is achieved through these two perspectives: “tumor
microenvironment™"”, which we have experience and
knowledge from the development of Halaven® and
Lenvima®, and “driver gene mutation™* and abberant
splicing™” utilizing technology of H3 Biomedicine,
Inc., a precision medicine research & development
subsidiary.

* 1 Specific environment that the immune cells infiltration and angiogenesis induction are

occurred around tumor cells. It is considered that various stimulations and nutrition from

microenvironment enhance carcinogenesis.

* 2 Genes that play a direct role in the incidence and progression of cancer
* 3 Abnormality in activity to remove unnecessary part from genetic information of DNA

Dementia Area— Phase Il Studies Are Ongoing for Two Projects

Regarding investigational anti-amyloid beta (ARB)
antibody aducanumab ™', which was being developed
under the collaboration with Biogen, Eisai and Biogen
announced the decision to discontinue two Phase Il
studies for patients with early Alzheimer’s disease on
March 21, 2019. In spite of the great deal of support
on this project, we would like to sincerely apologize
for this result.

However, we have two Phaselll studies ongoing
for two projects. Next-generation Alzheimer’s disease
treatments are expected to slow disease progression
from earlier stages and for longer periods of time,
and potentially provide new hope for patients. We will
strive to deliver new treatments to patients and their
families as early as possible.

*1,2

Regarding investigational BAN2401 , an anti-
amyloid beta (AB) protofibrils antibody, the analysis
of Phasell study with 856 patients demonstrated
reduction of AB accumulation in the brain and
subsequent improvement of cerebrospinal fluid (CSF)
biomarkers. As a result, this is the first late-stage
study data that has successfully demonstrated the
slowing in clinical decline. These findings suggested
the potential of BAN2401 as a disease modifying
treatment. Based on the results of Study 201, the
Phaselll study (Clarity AD) has been initiated in
March 2019. High affinity for AB protofibrils which
have strong neurotoxicity, is a unique characteristic
of BAN2401. The Phaselll study is currently ongoing
and final readout of Primary endpoint is targeted in
the first quarter of fiscal 2022.

Eisai Integrated Report 2019



As for investigational elenbecestat®', a BACE (3
-site amyloid precursor protein cleaving enzyme)
inhibitor, two Phaselll studies (MISSION AD1/2)
are ongoing and patient enrollment was completed
in March 2019. Final readout of Primary endpoint is
targeted in the first quarter of fiscal 2021. The Phase Il
study (Study 202) conducted in the U.S. was the

Investigational anti-AB protofibrils antibody BAN2401

first study of a BACE inhibitor to show a statistically
significant difference in AB levels in the brain while
suggesting delay of clinical symptom decline.

In addition, these two agents were selected for
prevention studies (A3 study and A45 study) for
Alzheimer’s disease planned by Alzheimer’s Clinical
Trials Consortium (ACTC), which is one of the world’s
experts on Alzheimer’s disease.

* 1 Co-development with Biogen Inc.
* 2 Licensed-in from BioArctic AB

Investigational BACE inhibitor elenbecestat

Initiatives to Develop Environment Surrounding Dementia in Japan

In order to deliver next-generation Alzheimer’s
disease treatments without delay, we need to improve
infrastructure on the medical and social environments.
Various issues need be addressed; however,
establishing environment for early diagnosis and
initiation of treatment is particularly important since
current studies suggest that accumulation of AG,
sleep disorders and behavioral disorders may occur
long before cognitive impairment appears.

As for cancer, the Cancer Control Act was
established in Japan; therefore, public expenses cover
most of the primary cancer screenings. With this Act,
substantial progress has been made in prevention
and treatment of cancer. On the contrary, the public
expense coverage for diagnosis of dementia has
not been fully established in Japan. For this reason,
the philosophy and basic measures of Basic Act
for Dementia are currently under review. Recently,
progress has been made for the establishment of

the legislation for dementia in Japan; the Basic Act
for Dementia was submitted to the Lower House
from the Liberal Democratic Party and the Komeito
party during the ordinary parliamentary session. The
Outline for Promoting the Dementia Plan focusing
on co-existence and prevention as pillars, has been
summarized in June 2019. Prior to the G20 Summit in
June 2019, the Japan Pharmaceuticals Manufacturers
Association prepared the proposals regarding global
healthcare issues including dementia and submitted
these to the Government of Japan. Through these
initiatives, we expect that dementia measure in Japan
would make a major step forward.

We also need to develop new diagnostic methods,
which will enable early diagnosis of dementia as soon
as we can. Therefore, Eisai and Sysmex Corporation
are jointly pursuing development of minimally invasive
and inexpensive high throughput diagnostics (blood-
based diagnostic method).

Oncology Area— Expansion of Lenvima® and Pursuit of Further Maximization of Its Value

Eisai and Merck & Co., Inc., Kenilworth, N.J.,
U.S.A. (U.S. Merck) agreed upon a global strategic
collaboration for Lenvima® in March 2018. The co-
commercialization is currently progressing smoothly in
major countries. In fiscal 2018, we obtained approval
for hepatocellular carcinoma around the world,
including the U.S. and China. As a result, the revenue
of Lenvima® in fiscal 2018 reached 62.6 billion yen,
194% YoY. In fiscal 2019, we will expand the range of
co-commercialization and aim to achieve revenue of
116 billion yen, 185% YoY.

16

The co-development of combination therapy
of Lenvima® and KEYTRUDA® (generic name:
pembrolizumab) is also steadily ongoing. In July 2019,
we received the Breakthrough Therapy Designation
from the U.S. FDA* for the potential first-line
treatment of advanced unresectable hepatocellular
carcinoma, following renal cell carcinoma and
endometrial carcinoma. 11 of the 13 co-developed
studies (12 studies are pivotal) for the combination
therapy of Lenvima® and KEYTRUDA® were initiated
approximately 1 year after entering the strategic
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@ Recent transition of Lenvima® revenue

High growth was achieved from approval of Hepatocellular
carcinoma indication and initiation of co-commercialization
with Merck & Co., Inc., Kenilworth, N.J., U.S.A. in major
countries

Co-commercialization was initiated in Japan,

(BI"IOI’]S of yen) Europe, China and Asia

Hepatocellular carcinoma indication was approved
in the U.S., Europe, and China

20

Co-commercialization was initiated
in the U.S.

+Comprehensive strategic
collaboration was executed

+Hepatocellular carcinoma indication
was approved in Japan

10

0

10 20 3Q

fiscal 2017

4 10 20 30

fiscal 2018

4Q 10

collaboration, and remaining two studies will be
initiated within fiscal 2019.

Furthermore, this collaboration will have a positive
impact on Eisai’s financial position in the medium
to long-terms. Assuming the achievement of all
development and commercial goals for all indications,
the total amount of upfront, option, regulatory and sales
milestone payments have the potential to reach up to
$5.76 bilion U.S. dollars (approximately 611.0 billion
yen). We have already recognized $1.38 billion U.S.
dollars at the end of March 2019, and recognition of the
regulatory and multiple sales milestones are expected

fiscal 2019

Appendix

@ Mid-to long-term perspective of Lenvima® revenue

Aim to realize innovative value for patients through
accelerating development of combination therapies with
KEYTRUDA®

(Billions of yen)

500

in addition to a one-time $0.2 billion U.S. dollar
associated with certain option rights in fiscal 2019. This
collaboration enables further proactive investment in
R&D in oncology and dementia areas. Accordingly, the
achievability of fiscal 2020 target as set in ‘EWAY 2025’
has been enhanced by enabling operating profit of 100
billion yen level on average and 10% level of ROE. The
achievability of ROE target of 15% level in fiscal 2025
has been enhanced through continuous growth in
revenue and operating profit beyond fiscal 2021.

* An U.S. FDA program intended to expedite development and review of drugs for serious or
life-threatening conditions. Preliminary clinical evidence demonstrating the drug may have
substantial improvement of at least one clinically significant endpoint over available therapy is
required.

Transformation of Business Model under the Fourth Industrial Revolution — Establishment of Ecosystem

We are currently going through the era of the fourth
industrial revolution. Under such circumstances, we
believe that it is necessary to focus on predicting
what may happen to each patient in the future, and
provide new benefit to those living with disease and
their families. For example, we aim to provide advice,
recommendation and proposals, such as when an
onset of disease occurs, and how he/she can avoid
risks of developing dementia or cancer five years later.
We aim to develop algorithms related to prevention
and prediction utilizing Eisai’s own knowledge,
expertise, experiences and clinical data, as well as
big data from external organizations. Moreover, by
establishing platform in which partners who provide
contents can participate, we aim to provide enormous
benefit to those living with the disease and their
families. Especially in dementia area, while pursuing
partnership agreements with local governments, we
aim to build the “Dementia Ecosystem” along with
fitness clubs and insurance companies, in order
to contribute to the realization of the well-being of
patients and their families who participate in it.

17

Success of the “Dementia Ecosystem” does not rely
on digital technique, but on the prospects of building
trust relationship with those living with the disease and
their families. In order to gain the credibility of receiving
new benefits and values by participating in Eisai
platform, through mutually connecting with those living
with the disease and their families, we will sincerely
make effort to meet their expectations.

Building Dementia Ecosystem Platform
- People Living with Dementia and Eisai Co-Create Unique
Value Based on Data -

People Living with Dementia

Eisai Data

Sleep Well Platfo rm

Supporting
Too
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Contribution to Achieve SDGs Through the Initiatives to Eliminate Medical or Care “Gaps”

We are working on eliminating the various medical or
care gaps that exist throughout the world to fulfill a
mission of enhancement of patient satisfaction. In an
ideal world, people would have equal access to the
treatment/care they need, however things are different
in reality. Due to differences in region or income, or the
lack of medical systems, there are huge discrepancies
in the level of treatment or care available. We are
enhancing our initiatives to eliminate these regional,
income, and institutional gaps. We believe that the
initiatives to eliminate the gaps lead to achieving the
United Nations 17 Sustainability Development Goals
(SDGs). We are aiming to contribute to achieving
four goals in particular among the 17 goals: “1. No
poverty”, “38. Good health and well-being”, “10.
Reduced inequalities” and “17. Partnerships for the
goals”.

1 NO
POVERTY

e Contribution to Achieving SDGs 1

Initiative to Eliminate Tropical Diseases M'ﬁ'ﬁ'
in Impoverished Regions
A representative example of efforts to resolve the gap
is to eliminate Neglected Tropical Diseases (NTDs).
NTDs, such as lymphatic filariasis® (LF) are serious
medical and social issues. Moreover, due to poverty
or other reasons, many people afflicted with NTDs
cannot receive the necessary treatments. We are
taking proactive initiatives to relieve patients of their
fears and sufferings. Initiatives for NTDs are not side
work; it is a major area of focus alongside oncology
and neurology.

In order to eliminate LF, Eisai initiated manufacturing
the LF treatment “DEC (Diethylcarbamazine)” tablets,
at our Vizag Plant in India. We have provided these
to the World Health Organization (WHQO) at Price
Zero. Supply commenced
in October 2013, and we
have delivered approximately
1.8 billion tablets to 28
countries by the end of June
2019. WHO announced that
elimination of LF was achieved
in 14 countries. Eisai will
continue providing DEC tablets
until LF is eliminated in all the
endemic countries.

DEC tablets

18

e Contribution to Achieving
SDGs 3 and 10

Affordable Pricing Policies
in Emerging Countries

We have been formulating various flexible pricing
policies that enable patients in emerging countries
to purchase our products at affordable prices. For
example, we have introduced “HOPE TO HER
PROGRAM” in eight Asian countries. In this program,
our anticancer agent Halaven® is provided based on
tiered pricing model, which is a scheme to reduce
the burden for medicine expenses according to the
patients’ income and health insurance systems. This
program has enabled approximately 4,100 patients
with breast cancer to receive Halaven® over the past
five years.

GOOD HEALTH
AND WELL-BEING

i

PARTNERSHIPS

¢ Contribution to Achieving SDGs 17 7

FORTHE GOALS
Development for New Treatments for @
Tropical Diseases Utilizing Partnerships
Eisai is proactively taking initiatives aimed at
developing new treatments for NTDs. We have
collaborated with several international research
organizations to obtain specific research technologies
and experience in running clinical studies and
networking with clinical facilities in endemic regions.
Eisai’s initiatives for elimination of NTDs are a long-
term investment with the aim of eliminating regional
gaps and expanding the productive population and
middle-income group in developing and emerging
countries, and we will continue to proactively engage
in these initiatives.

* A disease caused by thread-like worms (helminths) of a pathogen, known as filarial. It is
transmitted to humans by mosquitoes. Infection can cause serious damages to the lymphatic
system and may cause physical impairment such as elephantiasis which swells and enlarges
the foot resembling that of an elephant. Statistics show that more than 120 million people in 73
tropical and subtropical countries are infected with this disease.
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Eisai’s Initiatives for ESG Are Highly Evaluated by External Organizations

Eisai was ranked eighth among large global
pharmaceutical companies in the Access to Medicine
Index (ATM Index) 2018, as the result of the successful
activities for Society (S) focusing on initiatives to
eliminate gaps were highly evaluated.

In the Environment (E) category, we have been
making efforts to reduce impact on the global
environment for years, and as a result, we were
awarded a high evaluation of B rating in the CDP
Climate Change Report 2018. “Science Based Targets
(SBT) Initiative” certified our medium to long-term targets
for greenhouse gas reduction and recognized that
the targets were based on scientific grounds. We also
announced our endorsement of Task Force on Climate-
related Financial Disclosures (TCFD) in June 2019.

For Governance (G), we believe that our approach
for Corporate Governance has always been advanced
compared to other companies. We adopted a Company
with a Nomination Committee, etc., System in June
2004 to clearly divide functions between supervision
of management and execution of business, as well as
ensuring fairness and transparency in management. At
Eisai, the majority of the board members are outside
directors with a high degree of independence. The chair

of the board, as well as the chairs of the nomination,
audit and compensation committees are all outside
directors. The CEO is the only board member from
the management side. There are always having active
discussions concerning business supervision from
various perspectives of the outside directors at the
board meetings. In the Jefferies Securities’ Governance
Review Report, Eisai has been awarded the first
place among the TOPIX500 companies for the third
consecutive year since 2016.

Additionally, Eisai has been selected as a member of
the FTSE4Good Index Series for the 18th consecutive
year since 2002. Eisai is selected for membership
in all four ESG indices adopted by the Government
Pension Investment Fund (GPIF): MSCI Japan ESG
Select Leaders Index, FTSE Blossom Japan Index,
MSCI Japan Empowering Women Index (WIN) and
S&P/JPX Carbon Efficient Index. Furthermore, Eisai
supports the United Nations Global Compact. Through
undertaking initiatives to embed the Ten principles of
the United Nations Global Compact in the four areas of
human rights, labor, environment and anti-corruption,
we continue to make efforts to increase our corporate
value.

Maximizing Shareholder Value over the Medium- to Long-Term

Eisai believes that proactive investment for growth
based on medium to long-term ROE management, a
stable dividend policy and a global investor relations (IR)
strategy are three important measures that make up our
financial strategy for maximizing shareholder value. Eisai
achieved the target ROE for fiscal 2020 of over 10%,
two years ahead of original schedule which was planned
in ‘EWAY 2025’, and is generating a historical 10-year
average ROE of 10.2% and positive equity spread™
of 2.2%. In working to realize medium and long-term
growth, we will continue to proactively invest in R&D in
dementia and oncology areas. Regarding dividends,
we will maintain our policy of paying stable dividends
with a dividend on equity (DOE) ratio at the 8% level. At
the end of fiscal 2018, Eisai’s net debt equity ratio (Net
DER) was -0.32, while the ratio of equity attributable to
owners of the parent was 58.6%. We sustain our sound
financial condition that enables us to invest proactively
and maintain stable dividends. As for IR strategy, our
activities for years were recognized and we received
the “IR Grand Prix Award” at the IR Award 2018 held
by the Japan Investor Relations Association (JIRA). We
intend to disclose information in a timely and fair manner
to fulfill our accountability to investors and work to
constantly enhance shareholder value.

* Equity spread: ROE - Cost of equity. Eisai conservatively assumes cost of equity of 8%.

s R :
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On the other hand, in addition to financial strategy,
we believe that the initiatives to enhance non-financial
capital with a focus on ESG are important to maximize
corporate value over the medium to long-term. As
mentioned above, our initiatives for ESG are highly
evaluated by external organizations. We will seek further
enhancement of non-financial capital and increase
corporate value, through the management based on
a corporate philosophy or initiatives to eliminate gaps
centered on contribution to eliminate NTDs.

Eisai would like to undertake our stakeholder’s
mandate by increasing corporate value continuously
under the concept of hhc philosophy and compliance.
We ask all our stakeholders for their continued support.

July 2019

Haruo Naito
Representative Corporate Officer and CEO

Hirss Nice)
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Value Creation Process and Flow

Figures in parentheses indicate the corresponding pages of this report.

Six Capitals based
on the IIRC framework

Capital to sustain Eisai

Financial Capltap
Pool of funds for use in corporate activities

eNet DER -0.32*

*Ratio of equity attributable to
owners of the parent 58.6% *

eNet Debt/EBITDA -1.70 years*

oCredit rating A+ (B8l announced in
June, 2019)

u* end of fiscal 2018) (P.28»37,94—95J)

” p
Intellectual Capital

Knowledge-based intangible assets such as
pipelines and intellectual property

eAbundant experience and
knowledge of drug creation
activities and pipeline in the
dementia and oncology area
(P.42-61,99-101)
\ .

Human Capital

Capabilities and experiences of Eisai's human
assets as well as motivation for innovation

sThorough internalization of
the corporate philosophy

*Globalized human resources
(More than half of the 10,000-plus employees
at Eisai work overseas)

(P.4-7,24-27,56-57)

” D
Manufactured Capital

Facilities for the manufacture of products
and provision of services

*Own plants at 9 sites in

major regions worldwide
(P.56-57,86)

\ .

uoljeald anjea 1oy [eydes jo induj

Social and Relationship Capital

Building relationships of trust with society

and stakeholders for the common good
e|nitiatives for improving

access to medicines highly

evaluated

(ranked 8" at Access to Medicine Index)
*Wide range of partnerships

in the world

(P.38-41,48-49,80-81,86-87)

Natural Capital

Environmental resources and processes
associated with corporate activities

©36.4% reduction of CO2
emission in Japan compared
to fiscal 2005 (iscal 201g)
eContinuation of zero
emissions in Japan for eleven
consecutive years (iscal 2018)
(P.88-89)

* 1 Co-development with Biogen Inc. 3 2 Licensed-in from BioArctic AB

Eisai’s Strategy Map

Financial
perspective

© I-F B2 BOTOTHETRS

Sustainable maximization
of shareholder value

Ordinary general meeting 4

of shareholders m

Customer perspective

Eisai’s mission

Enhancement of
patient satisfaction

Output (products and services)

( 0 - 0 - - - \
Creation of innovative medicines in neurology and oncology areas

:’! (P42-47,50-55, 92-93, 99-101)
Anticancer agent = |
Lenvima® B ‘
Investigational disease Investigational 5

modifying treatment
for Alzheimer’s disease
elenbecestat™

disease modifying
treatment for Alzheimer’s
| disease BAN2401*"2

Internal business process perspective

Global business activities ' | Utilization of partnerships
(P56-67) (P.80-81)

Quality assurance, stable
supply, and safety
management for products

(P.86-87)

Develop drug creation, production
and marketing activities globally
over many years

Aim to improve business efficiency
and productivity, and to promptly
maximize contributions to patients

Learning & growth perspective

Internalization of human :
health care (hhc) philosophy p4-7) '

All employees are encouraged to

use 1% of their total business hours
to interact with patients

Interaction with dementia patients as part |
of new-employee training in China
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Eisai’s mission is the enhancement of patient satisfaction as defined in the Eisai Articles of Incorporation. In order to fulfill this
mission, Eisai utilizes many different types of capital as input and converts them into many different forms of output (products
and services) through business activities. Creation of social value by enhancing patient satisfaction leads to generation of
economic value in the form of revenue and profit as a result. Through the creation of these outcomes, Eisai is aiming to expand
its capital to an extent that is greater than the amount of input.

This chart expresses Eisai’s continuous value creation process and flow based
on a model that incorporates the IIRC (International Integrated Reporting Council) Aim for expansion of capital
framework and balanced scorecard.

= = N
Financial Capital

q q Pursued an optimal capital structure

Creation of ROE that exceeds the cost of capital while maimai,‘,’i,,g ﬁnangim integrity

in the medium- to long-term (pss-35) *Net DER: -0.3 to 0.3

eRatio of equity attributable to
owners of the parent: 50-60%

eNet Debt/EBITDA: 0-3 years

eMaintaining a single A level
credit rating

Sustainable and stable shareholder returns ass)

(P.28—37,94-95)J

Intellectual Capital

*Aim for successful
development of the world’s
first potential disease modifier
for Alzheimer’s disease

eAim for value maximization
of Lenvima® by developing
combination therapy with
anti-PD-1 antibody

(P.42-61,99-101)

Initiatives to eliminate medical Contribution to achieve Sustainable
or care gaps (r1s-19) Development Goals (SDGS) (18-19, 90)

“Regional gaps e |10 R | 17
*Income gaps

-~
-Institutional gaps k) —’\’\/' | = » @

o\

Human Capital

*Aim to develop talents capable
of continuously innovating
even in a rapidly changing
business environment

(P.4-7,24-27,56-57)

( (

Initiatives for improving access | | Offering solutions that go
to medicines pss41 | | beyond providing
pharmaceuticals (p4s-49)

Medication
Supply DEC tablets to administration
help eliminate lymphatic support device 7 \
filariasis free of charge JL “e-OKUSURI-SAN” )
Manufactured Capital

*Aim to fulfill the mission and
responsibility to supply high
quality products stably

Enhancement of corporate governance | Enhancement of compliance (Feoages
(P68-78) & risk management (ps2-ss) L )
g ‘ ‘ ‘ ‘ ‘ ‘ -Commenced promotion of full- e
Seven outside directors fledged compliance in fiscal — . : : .
‘ x ‘ x 2000 from the lessons of vitamin H-!g:;;? SOC|3| and R8|at|0I'IShIp capltal
lawsuit eContribution to the future growth
Four inside directors Identification of risks and = in de\t/glopin% and emergin%_
The seven outside directors supports the promotion of prompt and efficient (eI Elel I ST EIL )
effectiveness of the corporate governance system response 1o risks itz digllls 0 25 s il

brand through initiatives to
improve access to medicines
eFurther expansion of useful
partnerships
(P.38-41,48-49,80-81,86-87)

Promotion of talents innovation strategy 24-27)
Develop global leaders Promote diversity Promote work style reform

’

1ndui Jo Junowie ay} uey) Jayealb si jey) Jus1xa ue o} jeyded jo uoisuedxs

_

““ _

-ﬂf e - “It's time to embrace i
VR | ‘é E-GOLD Eisai Diversity”

Natural Capital

*Aiming to Reduce CO:2
Emissions across the
entire value chain by 30%
compared to Fiscal 2016
by Fiscal 2030

(P.88-89)

Accumulation of capital for further value creation

% Source: Created by Eisai based on Kazunori Ito and Toshiaki Nishihara, “Disclosure and Usability of Information on Integrated Report of Eisai”,
The KAIKEIGAKU KENKYU (The Annual bulletin of accounting study) No.43, 2017 and advice from Professor Kazunori Ito
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Medium-Term Business Plan ‘EWAY 2025’

Eisai began formulating three- to five-year span medium-term business plans in 1957 and executed plan
management based on a medium- to long-term perspective. ‘EWAY 2025, commenced in April 2016, is Eisai’'s
first medium-term business plan spanning 10 years. For a pharmaceuticals company that has undertaken new
drug development over long periods of time, 10 years is not particularly a long time. Eisai will stay keenly focused
on the goals, and aim to expand contribution to patients.

A look back at the past three medium-term business plans

Millennium
Plan
(FY2002-FY2005)

Dramatic
Leap Plan
(FY2006-FY2010)

Plan
Hayabusa
(FY2011-FY2015)

\\

yzﬂ]5
HAYABUSA

Key achievements

Expanded Alzheimer’s disease treatment
Aricept®and proton-pump inhibitor Pariet®
Accelerated expansion of business in overseas
Virtually attained key management targets (net
revenue of ¥600.0 billion and operating income
of ¥100.0 billion) one year ahead of schedule
Enhanced corporate governance

eAdopted a Company with a Nomination
Committee, etc., System in 2004

eAdded the corporate philosophy of hhc to
the Articles of Incorporation in 2005

Attained best ever consolidated revenue (fiscal
2009) thanks to expansion of Aricept®and
Pariet®

Globalization advanced across all functions
Strengthened foundation in oncology area
eAcquired Morphotek, Inc. (2007)
eAcquired MGI Pharma, Inc. (2008)

Launched in-house anticancer agent Halaven®

(2010, in the U.S.)
& Halaven

(eribulin mesylate) Injection

Launched new in-house drugs
eAntiepileptic agent Fycompa® (2012 in Europe)
eAnticancer agent Lenvima® (2015 in the U.S.,
Japan and Europe)

Fycompar
perampanel
Expanded in China and Asia business
New market entry
Strengthened initiatives for improving access to
medicines

LENVIMA

(lenvatinib) capsules
AESPONSE THAT MATTERS

Key issues

Unable to launch in-house developed drugs
following Aricept® and Pariet®

Main development themes unachieved
eAnticancer agent E7070

Unable to achieve consolidated financial targets
(revenue of ¥1 trillion and operating income of
¥200 billion) due to delays in obtaining new drug
approvals and unachieved development themes
Main development themes unachieved

eSevere sepsis treatment/endotoxin antagonist
Eritoran

eThrombin receptor antagonist E5555

e Aricept® pediatric indications in the U.S. and
Europe

*Pariet® long-acting formulation

*AMPA receptor antagonist perampanel for
Parkinson’s disease

Unable to achieve consolidated financial targets
that aimed for the highest level of results (revenue
of ¥800 billion and operating income of ¥200
billion) due to the following factors
e|nsufficient capabilities for responding to changes
in business environment resulting from the loss
of exclusivities for both Aricept® and Pariet®
eDelays in product creation
Main development themes unachieved
eHalaven® second-line treatment for breast cancer
in the U.S.
eHalaven® for non-small cell lung cancer

@ Trends in revenue and operating profit

Revenue (billion yen)

Revenue

Operating Profit Operating profit (billion yen)

800 — 0 »®¥800 billion — 160
642.8 _632-,0’ or more
600 — : 103.0 — 120
: 86.2 . »® -~ >®¥102 billion
400 — 5 ormore _| g1
200 — i Dramatic i — 40
__Millennium Plan Leap Plan | Plan Hayabusa i EWAY 2025 R
o : : : : : : : : : : : : : : : : 1 : =0
e T T ST LTI TS TR o @
NN N N N N N N NN N A N N U N N IR - RS S N
F & & & & &F .&F &£ &F & L. g & &F L @Q‘PQ‘)&%@Q ¥
F P Y YY Y Y Y EEIESy S
NS
%

sk Results up to fiscal 2013 were calculated pursuant to J-GAAP, while results for fiscal 2014 and beyond were calculated pursuant to IFRS.
sk Fiscal 2020 targets are unofficial figure. As for official guidance, please refer to “Consolidated financial report for fiscal 2019 (Year Ended March 31, 2020)",
which will be released in May 2020.

3k The reduction of operating profit in fiscal 2007 reflected the acquisition of MGl Pharma, Inc.
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bhc and “Ricchi” : The Core Concepts of Medium-Term Business Plan ‘EWAY 2025’

Appendix

‘EWAY 2025’ aims to achieve the following three strategic intents:

1. Aim to support patients’ thought: “I do not want to get sick. | want to know if | get sick, and | want
to be cured.”

2. Aim to support patients’ thought: “l want to control my disease in my neighborhood and safely
spend the rest of my life with peace of mind.”

3. Focus on a business domain where Eisai can find out “Ricchi” based on the human health care (hhc)
needs and fulfill them with Eisai innovation

The foundation of these strategic intents is the corporate philosophy, human health care (hhc) which reflects
the desire to contribute to patients. Since the inauguration of ‘EWAY 2025’, patient socialization programs have
been included into many internal training programs, which has motivated employees to contribute to patients.

In neurology and oncology, the two therapeutic areas of focus in ‘EWAY 2025, Eisai finds out “Ricchi”, where
Eisai can become a frontrunner, and has been focusing efforts there. Establishing a center line at “Ricchi”

through innovation is a core concept of ‘EWAY 2025,
@ Main Concept of Plan ‘EWAY 2025’ ® What is “Ricchi”

hhc Socialization

Areas where real patient needs are still unmet, and where

Spending time together and Eisai can become a frontrunner

sharing experiences with patients

“Ricchi” in Neurology area “Ricchi” in Oncology area

hhc True Needs
Understanding real needs of the patients | 1. Early and minimally-invasive

1. Tumor microenvironment

Motivation for Innovation
Fulfilling hhc needs with our innovation

v

Establishment of Center Line
at “Ricchi” by Innovation

diagnostics

. Novel neuro-transmission

pathways

. Proteinopathy
. Neuro-inflammation and immuno-

genetics

. Synapse micro-environment
. Neuronal regeneration

e Mesenchymal cells and tumor
stromal cells

e Endothelial cells

e Myeloid cells

. Driver gene mutation and

aberrant splicing in cancer cells

Interim evaluation of ‘EWAY 2025’- Toward achievement of fiscal 2020 target
in the medium-term business plan for operating profit and ROE ahead of schedule

The current progress of revenue is below the intended target, mainly due to the delay in the growth of key
products including Halaven® and Fycompa®. We are aiming for further expansion of revenue, mainly by rapid

growth of Lenvima®.

On the other hand, the current progress of operating profit and ROE is over the intended target, mainly due
to the positive impact of partnership model (including recognition of one-time payment or milestone payment,
sharing of R&D expenses) or selecting and concentrating on priority projects. As for ROE, the fiscal 2020 target
in the medium-term business plan was achieved ahead of schedule in fiscal 2018. Regarding operating profit,

the fiscal 2020 target in the medium- - Fiscal 2018 | Fiscal 2019
term business plan is planned to be Results | _Forecasts

Medium-term Business Plan

Fiscal 2020 Targets

achieved ahead of schedule in fiscal Rev.enue . 642.8 b?ll?on 680.0 b?ll?on 800 bill?on level
2019 Operating profit 86.2 bilion| 103.0 billion 102 billion level
’ ROE 10.4% 11.2% 10% or more

Key achievements

The results of operating profit and ROE in fiscal 2018 were over the intended target.
Entered into global strategic oncology collaboration for Lenvima® with Merck & Co.,

Inc., Kenilworth, N.J., U.S.A. in 2018

Accelerating development of next generation dementia treatments
e|nitiation of Phase Il studies for elenbecestat™! in 2016
e|nitiation of Phase Il study for BAN2401*"2in 2018

Submitted new drug application for in-house orexin receptor antagonist lemborexant,
seeking approval for the treatment of insomnia in the U.S and Japan in fiscal 2018

Key issues

The results of revenue in
fiscal 2018 were below
the intended target.
Main development theme
unachieved
eAlzheimer’s disease
treatment aducanumab *’

s Fiscal 2020 targets are unofficial figure. As for official guidance, please refer to “Consolidated financial report for fiscal 2019 (Year Ended March 31, 2020)”, which will be released in May 2020.

*1 Co-development with Biogen Inc. *2 Licensed-in from BioArctic AB.
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Human Capital

Strategy for
Talents Innovation

Aiming to Develop Talents Capable of Continuously
Innovating Even in a Rapidly Changing Business
Environment

Yosuke Akita
Corporate Officer
Chief Talent Officer (CTO)

Q: What are the strengths of Eisai’s talents?

A: | think that the greatest Local employees are assigned to senior management
strength is the deep /LA(/ positions at most of Eisai’s overseas subsidiaries. 6 of
penetration of our corporate human health care our 30 corporate officers are from outside Japan. The
philosophy. | have worked in Executive Committee Meeting, the highest decision-
the United States and Europe as an expatriate, and making body at Eisai, has been conducted in English
when | asked local staff there why they had joined for nearly twenty years. We are also focusing on the
Eisai, many of them expressed their empathy with development of leaders who would run the business
our hhc corporate philosophy. Eisai’s corporate on a global scale. The programs called “E-GOLD”
philosophy is not a simple subject. All employees designed for global leaders and “E-ACE” for next-
around the world are striving to achieve the corporate generation talent are important selective training
philosophy in our daily business. | think that our schemes led by the CEO and CTO, respectively. 15 of
greatest strength is the large pool of employees who the 147 employees who have completed the E-GOLD
are proactively determined to work at Eisai. program currently play active roles as corporate

Another strength is globalization. More than half officers.
of the 10,000-plus employees at Eisai work overseas.

Q: What are the challenges Eisai must overcome in its strategy for talents innovation?

A: Put simply, our challenge is to develop talents system that would encourage drastic changes in the

capable of continuously creating innovation even perception and behavior of each of our employees

in a rapidly changing business environment. The who take leading roles in innovation.

purpose of the personnel system reform implemented The new personnel system promotes and aims

in April 2016 was to achieve this goal. to achieve the development of professionals,
Eisai's personnel system in Japan in the past had achievement of diverse work styles and promotion

been an ability-based grade system. Salaries were of maximization of diverse talents as its three focal

designed to increase as employees’abilities improved areas.
every year, and the system assumed the company’s

steady growth and a relatively unchanging business 0?3:;':2;?::;,3

environment. After the loss of exclusivity for Aricept®,

an Alzheimer’s disease treatment, and Pariet®, a /I' hree ke)\
proton-pump inhibitor, we faced a harsh business a':;ig;:;‘”

environment and these assumptions significantly Achievement system Pro_m_otict>_n off
changed. We therefore implemented a new personnel v;’cf)f'k";‘:;f:s el

Q: What is your mission in particular to develop professionals?

A: Eisai defines a professional as an individual their abilities using such opportunities.

who is self-reliant and capable of generating The system also ensures that employees
expected results and solving challenges and who have made substantial achievements as
problems. We actively offer various programs to our professionals are fairly rewarded. As a result of
employees to become professionals regardless of recognizing and evaluating high-performing employees
their age or career stage. After launching the new regardless of their age, the ratio of employees in their
personnel system, the opportunities to develop 30s or younger who are in management positions has
employees’ abilities have significantly improved. been increasing every year.

We believe that our employees are steadily improving
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Key programs that started after the launch of new personnel system @An increase in employees in their 30s

Minterview for professional development review (all employees)
All employees make an action plan to fill the gap between their desired future and the present
(three year plan), and implement in under the advices and supports of their supervisor.

EKKYO program (applicants)

The program allows employees to experience operations in other departments in the
company (cross-departmental experience). A total of 119 employees participated in the

program in three years.
M Mentoring program (applicants)

Executives and employees of other departments provide advice as mentors. A total of 71

employees participated in the program in three years.

M Career development program (all employees aged 30, 40, and 50)
Training to support the autonomous career development of employees is provided at their

milestone ages.
M Professional milestones (employees aged 45 and 55)

Promotes the activities as professionals by objectively reflecting on their activities in a

360-degree analysis.

or younger who are in management
positions in Eisai Co., Ltd.

Figures in parentheses are the ratio to
all management positions

196 persons
(14%)

77 persons

End of March 2016 April 2019

Q: What is your mission in particular to achieve diverse work styles?

A: We expanded the options that employees can choose based on their values. We also expanded the range
of options for employees having some constraints due to personal reasons such as childcare and
caregiving and developed an environment for them to exert their abilities to the fullest.

Key systems that started after the launch of new personnel system

H Mobility selection system

- A system that allows employees to select the range of their activities based on their life style and/or life events
- Available options include “global selection”, which does not limit the location of work, and “domestic area selection,” which

limits work location.

- Employees experiencing life events such as childcare, nursing care or marriage are able to select a limitation of work locations
for a certain period of time or request support for living together with their spouses upon getting married.

l Job challenge system

- A system for implementing personnel changes through internal offerings to employees in specific positions or roles

Mobility selection system: status of use

Personnel changes through job challenge system

fiscal 2016 | fiscal 2017 | fiscal 2018 fiscal 2016 fiscal 2017 fiscal 2018
Selection of domestic area 35 34 34 3 ‘ 3 ‘ 2
Limitation of work locations
for a certain period of time 39 33 24
Support for living together upon marriage 0 3 4

Il Change in the system for sick leave to enable employees to take half-day leave for cancer, dialysis or infertility treatment (April 2018)

M Establishment of a system that offers time off for paternity leave, aimed at encouraging male employees to participate
in childcare (April 2018) 58 male employees utilized the system in fiscal 2018

Q: Do you see progress in the promotion of maximization of diverse talents?

A: Eisai believes that diversity is the
source of innovation and has been
developing a climate that allows
employees with a wide range
of values to carry out activities
regardless of their nationality,
gender, age or other characteristics
since the Eisai Diversity Declaration in 2012.

An important issue in promoting diversity is the
facilitation of the activities of female employees
in Japan. We have been continuously working to
offer female employees various programs to support
becoming a leader and manager. For instance,
introducing E-Win, a selective training program for
female employees before promotion to management
positions, and a mentoring system, as well as providing
career seminars for female employees, including those
on childcare leave, to meet role models from both in
and outside the company. In addition, we are actively
working on the mid-career recruitment of female

N

“It's time to embrace
Eisai Diversity”

25

managers and manager candidates.

As a result, the ratio of women in management
positions, which was 3.1% at the end of March 2012,
rose every year to 9.4% in June 2019, and we are
targeting a ratio of 10% by the end of fiscal 2020.
Furthermore, Eisai was selected for membership in the
MSCI Japan Empowering Women Index (WIN) in June
2018.

We are also providing our employees around
the world with opportunities for global work
experience. We are growing in line with cross-
border talent development and placement of the right
people in the right places through the international
staffing (global mobility) program within the Eisai
Group. Moreover, we are running the Global Challenge
Program in our pharmaceutical business division in
Japan for employees desiring to work internationally in
the future.

Number of participants
in Global Challenge Program\

|fiscal 2016 | fiscal 2017 | fiscal 2018
24 | 28 | 26
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Q: Why did Eisai implement soliciting voluntary retirement program in 2018?

A: Our medium-term business plan ‘EWAY 2025’

sets out our goal of becoming “a company that
changes society through creating medicines and
providing solutions.” We must acquire leading-edge
technologies in each field and implement reforms
faster than we have done in the past to build a new
business model on a global scale that will change
society. The values of working are also changing
significantly. We decided to offer our employees with
an option other than to continue working at Eisai.

For that reason, we implemented voluntary retirement
program with a premium retirement allowance and
reemployment support. This program eligible for was
employees aged 45 or above who were employees of
Eisai as of April 1, 2018 and had been continuously
employed for five years or more, with the retirement
date of March 31, 2019. There were 300 emploees
applied for the program. We are also planning to
implement voluntary retirement with retirement dates
of March 31, 2020 and March 31, 2021.

Q: What will Eisai be focusing on in terms of talents development and recruitment?

A: With the hope of contributing to patients through
a new business model, we will strengthen talents
development to acquire skills of cutting-edge
technology in each field, such as artificial intelligence
(Al), the Internet of Things (loT) and big data. We will
acquire knowledge and skills in the company through
the recruitment of specialist, such as data scientists
with extensive experience, and build the foundation
of diverse talents responding to change. While we
have focused internal talents development in the past
and have not actively recruited specialist. We are now
actively recruiting specialist and skilled persons.

We will also carry out continuous and stable new
graduate recruitment in view of a medium- to long-term
personnel composition for efficient succession of the
talents base from one generation to another. We will
further strive to increase our employees’ job satisfaction
and expand their opportunities for skill development.
The job retention rate of employees of newly graduates
from college is an important indicator of their satisfaction
with the company after joining Eisai. Because the

®Changes in the number of newly hired employees in Eisai Co., Ltd.

Recruitment of new graduates [l Mid-career recruitment

Both the numbers of new 97
graduates and mid-career
employees have been
increasing every year.

57
43
39 34
27
16 . l
fiscal 2016 fiscal 2017 fiscal 2018 fiscal 2019

rate for women tends to be low, we are undertaking
developments to improve the work environment. We will
continue to strive to raise our employees’ job satisfaction
and enhance their skill development opportunities.

®Retention rates of new graduates after 5 years in Eisai Co., Ltd.
(average of last 10 years)
* See page 96 for retention rates after 3 and 10 years.

92.0%

82.6%
68.1%

Total Women Men

Q: Finally, please describe the progress of work style reforms.

A: We introduced a time management system to
improve the efficiency of how we work with a greater
focus on time and have continuously worked to
reduce long working hours. However, one employee
in a management position passed away and the
demise was certified as a work-related accident in
February 2019. We are taking this extremely seriously.
We renewed our efforts to eradicate long working
hours in March 2019 and have been proactively
carrying this out.

As part of our compliance with the Act on the

26

Arrangement of Related Acts to Promote Work Style

Reform, we unified the “36 Agreement” (agreement

on overtime and holiday work) at all of our business
establishments in April 2019 and established interval
substitute holidays and paid leave promotion days.

Our employees’ good health is a precondition for

the company’s sustainable growth, innovation and

increased productivity, and the entire company is

committed to improving our efforts toward work style

reforms.
(Interviewer: Hiroko Shinjo, Public Relations Department)
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Strengthening efforts to eradicate long working hours (issued March 1, 2019)

1) Reinstitution and company-wide enforcement of compliance with minimum required rules

a. Raise awareness of and thoroughly enforce once again the compliance with the “36 Agreement
as the most important requirement.

b. The health management time*? is, in principle, up to 80 hours in a single month. If it unavoidably
exceeds 80 hours in a month, the advance approval of the corporate officer in charge must be
obtained, and the upper limit of health management time (a prohibition of 100 hours or more per
month or exceeding 80 hours in two consecutive months) must be established.

c. Set appropriate reporting and knowledge of working hours, holidays (taken at least four days per
month), and leave (paid leave of at least five days per year) as requirements, and all employees
must comply with them.

2) Goal setting and personnel appraisal

a. Include the promotion of time management in the goals of all employees and corporate officers in
Japan.
As a quantitative target, set the requirements of all employees as the minimum requirement and
set the target above such requirements.

b. Apply the target of each employee set for the promotion of time management and their level of
achievement to their performance evaluation.
Evaluate negatively the behavior of any employee in a management position who has violated the
minimum required rules.

* 1 Agreement on overtime and holiday works stipulated in Article 36 of the Labor Standard Act. This agreement is applied for general employees.
* 2 “Health management time” is introduced from the viewpoint of appropriate implementation of measures to ensure health for employees such as managers who are not subject
to the regulations stipulated in the Labor Standards Act.

|

Efforts to comply with the Act on the Arrangement of Related Acts to Promote Work Style Reform

1) Revise the 36 Agreement to set the number of hours below the maximum time specified by law and
unify it across all business establishments.

Monthly limit | Yearly limit Special provisions (when resigning the agreement)
(hours) (hours) Monthly upper limit (hours) | Yearly upper limit (hours) | Limit on the number of times
- Avg. of multiple months:
Law 45 360 80 or below 720 6
- Less than 100/month
Eisai 40 360 80 600 6

2) Establishment of interval substitute holidays
To secure adequate living and sleeping hours, establish a system to provide an interval substitute
holiday on the following day if office work extends to 23:00 or later.

Improvement of pension management

To support the stable living of employees after retirement, our pension plan is managed by the Eisai Corporate
Pension Fund, which is independent of our company, in an organization consisting of the representatives of
the company and labor union while monitoring the asset balance for the pursuit of stable assets and profits.
The fund announced the acceptance of the Japanese version of the Stewardship Code™ in February 2018 and
launched ESG investment.

* Principles of behavior required of institutional investors to fulfill their responsibility as an asset management trustee.

Health promotion activities to protect employees’ health

In view of protecting the health of our employees, -/ L B &
Eisai and the Eisai Health Insurance Society have o ——— g2
established the Collaborative Health Project and : "3-:':-'

support employees’ health in cooperation with 3@ 2019

occupational health physicians, medical staff and BERSEREA

other relevant parties. In February 2018, the Ministry
of Economy, Trade and Industry selected Eisai as an
outstanding Health and Productivity Management ARI4H500 7":(
Organization in the large enterprise category (White
500) for the second consecutive year. In June 2019,
we issued the Eisai Health Declaration and are aiming
to achieve no smoking at all offices by October 2020
as one of our key strategies.

Health and productivity

Certified as a childcare
supporting company by the
Tokyo Labor Bureau of the
Ministry of Health, Labour and
Welfare
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Interview: Progress in Integrating ESG with
Corporate Value

Ryohei Yanagi (Left)

Chief Financial Officer,
Chief IR Officer

Kathy Matsui (Right)

Vice Chair of Goldman Sachs Japan
Co-head of Macro Research in Asia
Chief Japan Equity Strategist

Kathy Matsui’s Biography

Kathy earned an AB, magna cum laude, in Social Studies from Harvard University and an MA from Johns Hopkins
University, School of Advanced International Studies. In 1999, Kathy coined the term “Womenomics” and argued widely
that diversity is essential for economic growth and innovation. She is a member of several Japanese government-related
working groups looking at ways to bring about changes that will unlock the potential of women in Japan.

Growing awareness of ROE

Matsui | feel that Japanese managements’ awareness
of ROE has changed radically over the nearly 30 years
| have been observing the markets, especially since
around 2013-2014. | believe this is because, with the
introduction of the Stewardship Code, followed by

the Corporate Governance Code, the raison d’etre

of public companies is being questioned. Previously,
there were major differences between companies

in terms of their understanding and ways of thinking
about ROE. But now, average ROE has been lifted to
a much higher level. | get the impression that since the
Ito Review was issued, the issue of why companies
should focus on ROE has become a topic of everyday
conversation.

In Japan, deflation has continued for over 20 years
since the bursting of the country’s economic bubble.
As “cash is king” was viewed as being axiomatic, few
believed that profits should be returned to shareholders
via dividend payments and share buybacks. However,
| think that due to Japan subsequently moving from
deflation to inflation, many are asking why companies
hold large amounts of cash and cross-shareholdings.

28

Yanagi Since managements of listed companies are
responsible for boosting corporate value, awareness
of ROE and cost of equity is vital. As you say, the
Stewardship Code, the Corporate Governance Code,
and the Ito Review had an educational effect, boosting
corporate awareness, and ROE has improved to
around 9%-10% on average, from 4%-5%.

In the investor surveys | conduct every year, |
ask whether investors are satisfied with Japanese
companies’ governance. In the 2019 survey, 21%
said they were. This is a major improvement, since
only 10% said they were in the 2012 survey, before
Abenomics. However, most investors are still not
satisfied. Some Japanese companies might now have
two outside directors, but this is still far from levels
in Europe and the US, where majority of the board
is outside directors, and it looks as though investors
think that management teams’ financial knowledge is
insufficient.

It is the same with ROE levels. There has been a big
improvement, with 17% saying they were satisfied in
the 2019 survey, versus 5% in 2012. However, most
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are still not satisfied, probably due to concerns that
the improvement is only temporary or that there is
insufficient awareness of cost of equity. Companies
are still not sufficiently aiming to enhance corporate
value on their own initiative rather than because
government says they should. In the case of ROE

as well, Japanese companies are lagging behind the
15% average at European and US firms, and, as with
governance, | think that improvement is only halfway
there.

Most investors say the cost of shareholders equity
should be around 8%, and the average is around that
level. The idea that if you invest in Japanese stocks,
ROE at the target companies should be at least 8%
has reigned for 10 years. This result was adopted in
the Ito Review, leading to the creation of the so-called
“8% rule” and, | think, to a general liting of ROE at
Japanese companies.

As a pharmaceutical company which develops new
drugs at a 10-year span, we view 10-year average
ROE as a KPI. We tell investors worldwide that our
policy is to secure an equity spread of 2% and achieve
a 10-year average ROE of at least 8%, 10% if possible,
and avoid short-termism—i.e., striving to boost ROE
in the near-term by excessively reducing R&D and
personnel expenses and using leverage.

In practice, ROE has fallen below 8% at times.
However, our ROE was 10.4% in FY2018 and the
FY2019 forecast is 11.2%. We have maintained a high
level of R&D investment, even on a global comparison,

Appendix

@Global investor survey 2019

Survey period: February 25-May 29, 2019
Survey targets: 181 major institutional investors globally (100 domestic, 81 overseas)

Are you satisfied with Japan’s corporate governance
in general?

E
1%

3

A
% EA
mE
mo.
mo.

mE

Very satisfactory
Satisfactory
Unsatisfactory
Very unsatisfactory

Corporate governance is irrelevant to shareholder
value.

Are you satisfied with Japan’s ROE in general?

E A
% 0% M A. Very satisfactory
‘ M B. Satisfactory
W C. Unsatisfactory
M D. Very unsatisfactory
M E. ROE is irrelevant.

equivalent to around a quarter of revenue, and we
have not cut back investment to secure near-term
profits even when times were tough. As a result, we
have been able to launch new anti-cancer agent
Lenvima®, which we expect to achieve FY2019
revenue of over ¥100 billion, and | think we will be able
to maintain stable ROE of over 10% from now on. This
is the reason why | think we need to let global investors
know that we focus on long-term value creation and
will not fall into short-termism.

On the importance of non-financial information disclosures, including ESG

Matsui The ESG (Environmental, Social and
Governance) concept appears to have taken on
considerable importance in financial markets of late.
Third-party surveys point to dramatic expansion of
global assets under management in products that
incorporate ESG. Japan in particular has seen ESG
assets under management rise from just under ¥27
trillion in 2015 to around ¥232 trillion in 2018, so the
ESG debate is not something that can be ignored.
Against this backdrop, companies are having to
change the way they think about ESG and how they
disclose data to shareholders if they are to attract
capital from global investors.

From an analyst’s perspective, however, companies’
ESG disclosures have tended to be insufficient.
For example, for many years, | have been involved
with diversity, which comes under the Social and
Governance components of ESG, and in Japan, even
large companies did not disclose basic data such as
the gender breakdown of employees or managers until
2016, and there was no mandatory requirement to do
s0. Even if the ESG concept existed, in most cases
there was no data. Disclosure has improved, but we
believe companies still do not disclose enough non-
financial information.
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Another concern is that some companies focus
too much on their mandatory disclosure obligations
for this kind of data, resulting in the content becoming
very formulaic. We see differences among companies’
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behavior depending on whether their disclosures are
based on a real understanding of the value of ESG,
or whether they are just going through the motions to
meet regulatory requirements.

Yanagi While ROE is essential in terms of financial
information, non-financial information is taking on
increasing importance amid the rising tide of interest
in ESG. Kathy, you have long been an advocate of the
creation of value through governance, but also value-
creation through diversity in your pioneering work on
“Womenomics”.

If you ask global investors what they think of ESG
at Japanese companies, many will say that in Japan
ESG has become ESG for its own sake, and that there
is no explanation of its relevance to the value creation
as required by investors. What investors require is an
explanation of value relevance that combines ROE
and ESG, as encapsulated in “ROESG,” a concept
advocated by Professor Kunio Ito of Hitotsubashi
University. As you say, however, company disclosures
do not go beyond the superficial, and | also have
concerns that value relevance is not being explained.

Every year we ask investors whether ESG should
be reflected in corporate value. In this year’s survey,
78% of investors said ESG value should be reflected
to a large extent, to the portion of PBR above 1X, and
of those respondents, 24% said it should be factored
in 100%. As such, we see a strong possibility that
Japanese companies’ PBRs, which tend to be low by
global standards, at around 1X, could increase if they
are recognized by global investors through enhancing
disclosure of ESG value and engaging proactively with
investors on ESG topics on an ongoing basis.

Against this backdrop, we have been pursuing
ESG-focused IR. In recent years, we believe investors
have been recognizing our non-financial value in ESG
and other areas, including our drug discovery pipeline,
human capital, and our social contribution. As you
said, Kathy, we believe deepening dialog with investors
through information disclosure and engagement is key

@Global investor survey 2019

Period: Feb 25th-May 29th, 2019
Target:181 global major institutional investors (Japan 100, Overseas 81)

How about the long-term relationship
between ESG (non-financials) value and valuation?

M A. The value of ESG should be 100% factored into PBR
(part of above 1) via reduction of capital cost or
increasing, stabilizing financial performance in future.

M B. The value of ESG should be mostly factored into PBR
via reduction of capital cost or increasing, stabilizing
financial performance in future.

I C. Some value of ESG should be factored into PBR.

M D. The value of ESG is nothing to do with valuation.

M E. Not interested in the relationship between ESG and
valuation at all / Not important at all.

D 9
5% —2%

to converting ESG into corporate value.

As CFO, | proposed a synchronized model
regarding financial capital and non-financial capital
value relevance based on Eisai’s corporate philosophy
(human health care, or hhc), prior to the announcement
of the International Integrated Reporting Council (IIRC)
framework in consideration of longer-term capital
efficiency (ROE and equity spread) and sustainability
(importance of non-financial capital).

Technically, shareholders’ equity is the sum of the
book value of shareholders’ equity (BV) and market
value added (MVA) that exceeds BV. The portion that
exceeds PBR of 1X is related to ESG value, or “non-
financial capital.”

First, under the O Intrinsic Value Model, MVA
is defined as ESG/CSR value (cost of capital
reduction effects), customer value, human value, and
organizational value.

In contrast to this, the @ IIRC-PBR Model explains
the relevance of six capitals under the IIRC framework,
by positioning Book Value of Shareholders’ Equity
(BV) as financial capital, and relating MVA to non-
financial capital consisting of intellectual capital, human
capital, manufactured capital, social and relationship
capital and natural capital, based on the assumption
that shareholder value equals long-term total market
capitalization and also equals BV plus MVA.

From the ® Residual Income Model (RIM), it is

®IIRC-PBR Model (Value relevance of the six capitals that compose corporate value)
—Net assets (book value on accounting basis) is related to financial capital and

Market Value Added (MVA) is related to non-financial capital—

Trends in Eisai’'s PBR (from the end of fiscal 2008 to May 31, 2019)

(Times)

54 E Intellectual Capital
&

4 (£3  Human Capital
s
F=8 Manufactured Capital

34 < < -
= Social and
£
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(self-created goodwill)
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End of fiscal 2008

May 31, 2019
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thought that MVA converges in the sum of present
value of equity spread. Therefore, it can be considered
that future financial value creation based on equity
spread over the long term does not conflict with
non-financial capital value such as ESG and MVA
creation and is not mutually contradictory and can be
synchronized.

In conjunction with the Non-Financial Capital and
Equity Spread Value Relevance Model, the Intrinsic
Value Model which relates non-financial capital to MVA,
the IRC-PBR Model and the Residual Income Model
(RIM) which implicates the relation between MVA and
equity spread, are mutually complementary through
the creation of MVA. This is the ROESG model.

In the Residual Income Model, it is proven

@®Non-Financial Capital and Equity Spread Value Relevance Model

(@ Intrinsic Value Model*?

Sustainability Value
(Value of ESG/CSR)

Customer Value

Reduction of
cost of equity

Human Value

Margin improvement

Organizational Value

*1

Shareholder Value

.

Book Value of
Shareholders’ Equity (BV)

Appendix

mathematically that the present value of residual
income is a function of ROE. This suggests that the
portion corresponding to PBR above 1Xis the ESG
value-added recognized by investors, and that this
should move into line with the relative strength of ROE
over the ultra-long term. However, short-termism
destroys this balance. For example, an attempt to
double EPS and dividends in a single fiscal year by
excessively reducing near-term R&D and personnel
expenses would undermine long-term sustainability.
For that reason, we use an ROESG approach that
aims to increase ROE in the long term via investment in
R&D, and in people, with a long-term perspectives.

@ lIRC-PBR Model

Intellectual Capital
Human Capital
Manufactured Capital

Non-Financial Capital

Social and Relationship Capital
Natural Capital

Financial Capital (IIRC framework)

(3 Residual Income Model(RIM)

Shareholder Value = BV +

Sum of Present Value of Equity Spread (MVA)

Net incomet — CoE x BV

Residual Income

2 (

(1+CoE)!

(  ROE - CoE )xBV

(Return on Equity attributable  (Cost of Equity)

) Equity Spead x BV
to owners of the parent)

%1 Source based on the following reference: “ROE Revolution and Financial Strategies” CHUOKEIZAI-SHA (2017)

*2 “Financial Strategies for Maximizing Corporate Value” Doyukan (2009)

Let me introduce one of our initiatives as an
example. Improving access to medicines (ATM) is one
of our key focuses in the Social component of ESG. In
particular, we are implementing measures to combat
lymphatic filariasis (LF). LF is a disease transmitted via
mosquitoes that causes swelling of the patient’s lower
limbs until they resemble those of an elephant. This
leads to difficulties in working and significant economic
damage. Around 860 million people are at risk globally,
but market demand for treatments has not emerged
since many of these people belong to the poorest
income classes. As a result, drugs for LF treatment
have not provided by pharmaceutical companies. In
view of our corporate philosophy of contributing to
patients, we felt that this should not be overlooked,
and we therefore teamed up with the WHO on a
project to provide 2.2 bilion DEC (diethylcarbamazine)
tablets free of charge by 2020. We have already
provided 1.8 billion tablets, and will continue to provide
until LF is completely eliminated. We have received
some criticism that this damages shareholder value,
but we view the project as a long-term investment.

We are the only Japanese pharmaceutical company
that has a plant in India, where production costs are
low. The mass production of 2.2 billion tablets raises
capacity utilization at the plant and improves the skills
and motivation of plant employees. As a result, the
employee turnover rate at our Vizag plant has declined
to 5%, versus the average rate of 15% at other
companies’ plants in India. Taking into account also the
enhancement of our brand value in emerging countries,
we anticipate a positive contribution to net present
value (NPV) in the very long term. Having explained the
background of the program, which both contributes

to patients and enhances corporate value in terms of
long-term ROE, we have received support from long-
term investors such as overseas pension funds, and

in recent years, it appears that the percentage of Eisai
shares held by ESG investors has been increasing.
Matsui That is a good example.

Eisai Integrated Report 2019



Efforts in new drug development and corporate value creation

Matsui What is the current situation in new drug
development?

Yanagi As we are smaller in size compared to global
mega-pharma companies, we are focusing resources
on neurology area and oncology area in order to
meet unmet medical needs. New drug development

Strategic shareholdings

is a high-risk business that involves spending large
amounts of resources over many years. We therefore
also use the partnership model. Our consolidated R&D
budget in FY2018 was ¥144.8 billion, but adding the
¥46.4 billion from of share of expenses borne by our
partners, a huge amount of ¥191.3 billion was invested
in order to accelerate development of new drugs. |
think this is in line with strengthening the means of
implementation and revitalizing the global partnership
for sustainable development as called for in the United
Nations’ Sustainable Development Goals (SDGs).

In addition, Eisai's corporate philosophy stipulates
increase of patient satisfaction our mission, committing
us to pursuing economic profit and linking this to
creating shareholder value after the fact over a long
time scale. Also, | think one of Eisai’s fundamental
characteristics is that as a result of a resolution at the
general shareholders meeting in 2005, this philosophy
was incorporated into our articles of incorporation and
shared with investors. The corporate philosophy in the
articles of incorporation itself balances ROE and ESG.

Matsui | feel that the revolution in Japanese corporate
governance resembles that which Germany faced in
the second half of the 1990s. At that time in Germany,
there were solid cross-shareholdings between industry
and financial institutions. The German government,
ahead of EU unification, told industry that it, “should
unwind cross-shareholdings, because it reduces
capital efficiency.” Most companies would not unwind
cross-shareholdings on their own initiative. Progress
was made in unwinding cross-shareholdings due partly
to tax incentives such as not levying capital gains taxes
from the sale of equities, but share prices declined

in some cases. Accordingly, share price awareness
increased for the first time, causing managements to
focus on ROE and shareholder returns, and companies
adopted strategies that boosted ROE, including M&A
and restructuring. | feel that German and Japanese
corporate culture have always had a great deal in
common. | therefore expect Japanese corporate
governance reforms, which are only halfway there, to
also make substantial progress, as Germany’s example
shows.

Yanagi You have long said that there are things we
should learn from Germany, haven’t you?

Matsui | have been saying we should reference
Germany’s restructuring since before Abenomics.
What Germany and Japan have in common is that they
had no other way of boosting their competitiveness.
Yanagi Even if stock supply and demand deteriorates
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temporarily, the corporate value of companies that
make progress in unwinding cross-shareholdings rises
in the long term, doesn’t it?
Matsui Yes, it does. The event study section of our
GS SUSTAIN report, which takes ESG and other topics
as themes for analysis, has confirmed that companies
whose shares are sold tend to outperform the market
after unwinding. Moreover, for the sellers, if the amount
of shares sold represents at least 3% of its market
capitalization, they were rewarded with outperformance
averaging 6.3%." This is not easy given long-term
relationships, but it would be helpful if these empirical
results were used to encourage the further unwinding
of cross-shareholdings. The stock market has recently
become more focused on the unwinding of cross-
shareholdings, and if further progress is made, this
could lead to long-term value creation. Greater
competition in the operating environment and having
to make more efficient use of limited resources are
challenges shared by both Germany and Japan.

What is the situation with regard to cross-
shareholdings at Eisai?

* Japan Governance Radar: Unwinding of cross-holdings—An event study:
Market welcomes improvement in corporate governance,” Goldman Sachs,
September 13, 2018

Yanagi As CFO, | am leading efforts to unwind cross-
shareholdings. Due to reductions in recent years, we
only cross-held stocks with 25 listed companies as of
end-March 2019. My responsibility is to calculate the
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®Large strategic share unwinds can lead to outperformance for the seller
Sellers’ average relative one-year performance by the size of the impact to the

@®Repurchasing shares as part of unwinding has bolstered share
price performance

Average TOPIX-relative share price performance before and after the
unwinding

(%)

1 8 = |ssuers relative perf.
(with share repurchase)
16

14
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10

8

Issuers relative perf.
(without share repurchase)
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0

\/
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-4

Transaction date

We analyzed cases of unwinding of listed shares by corporates based on disclosures

in reports of changes in shareholdings (since June 2015). We calculated TOPIX-

relative performance indexed to the closing price one day prior to the date on which the
transactions are closed.

Appendix

market cap

6.3%

0.4%

Sellers’ average relative one-year perf

More than 3% Less than 3%

The size of the impact = the amount of the unwinding/ seller’s market cap.

Source: Company data, Bloomberg, Quick Astra Manager

NPV (Net Present Value) for each of the stocks we
hold, and ultimately negotiate with issuers with the am
of having zero holdings. The German example is very
encouraging and informative.

Eisai is also placing importance on human
capital in order to sustainably enhance corporate
value in adhering the Corporate Governance Code.
That led Eisai’s corporate pension fund to adopt
the Stewardship Code in 2018 so as to maximize
corporate pension returns, which support employees
when they have retired. This fund is going to sign the
Principles of Responsible Investment (PRI) in FY2019,
and plans to strictly exercise voting rights as it pursues
ESG based on global standards.

Eisai and Eisai’s corporate pension fund are
adhering to the Corporate Governance Code and
the Stewardship Code, respectively, while we aim to
create a virtuous investment chain, albeit on a small

Source: Company data, Bloomberg, Nikkei Astra Manager

scale. To this end, it is necessary on the corporate
side to promote the unwinding of cross-shareholdings
while avoiding conflicts of interest. | hope that this sort
of action eventually becomes commonplace across
Japan and improves the whole value.
Matsui Japanese companies overall have been slow
to unwind cross-shareholdings.
Yanagi | believe fewer than 10 pension funds at
companies in Japan have adopted the Stewardship
Code. | strongly hope that the adoption of the
Stewardship Code and entry into ESG investing by
corporate pension funds will give impetus to ESG
investing in the Japanese market and translate into
enhanced governance across the board and corporate
value.

Thank you for your time today.
Matsui Thank you.

®Virtuous Cycle of Eisai’s Internal Investment Chain

Abenomics

reforms

Corporate Governance

Corporate
Governance Code

Comply or Explain

‘Eisai Co.» Value

Maximization
. (SDGS&ROE)
SDGs:ESG
imp
human capital

Sustainability

Stewardship

Accepted in
Feb 2018

Signatory to

Comply or Explain

PRI planned
in fiscal 2019

Initiation of
' ESG investment
in 2018

Maximizing
long-term
pension return
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Financial Capital

Financial Strategy

Aiming to continuously maximize shareholder value based on “Medium-
to Long-Term ROE Management”, “Sustainable and Stable Shareholder
Returns” and “Value-Creative Investment Criteria for Growth”

Financial strategy map*' for sustainable maximization of shareholder value

Eisai has set out a financial strategy map as its CFO policy to continuously maximize shareholder value.
This strategy consists of three key themes: “ROE management”, “Dividend policy” and “Value-Creative
Investment Criteria (VCIC).”

Investor Relations

Financial strategies

Dividend policy ROE management Value-Creative Investment
*Signaling effect*2 eMargin: Partnerships/ _ Criteria : VCIC
«Catering effect*3 e T *NPV & IRR
*Balance sheet management eFinancial leverage eRisk-Adjusted Hurdle Rate

(RAHR)
Optimal capital structure Cost of equity
Optimal dividend policy
based on an optimal Trade-off theory*” Pecking order theory
capital structure Credit rating: Single A level Cost of equity: 8%
KPI=8% DOE model Net DER: -0.3 to 0.3 Equity spread

Reduction of cost
of equity through PBR=PER x ROE
IR activities

Maximization of shareholder value

* 1 Source based on the following reference: “Financial and Accounting Literacy to Enhance Corporate Value” (2016) Nikkei Publishing Inc.

* 2 Signaling effect: Potential impact on stock price by showing management's belief in the achievement of revenue forecast through dividend policy
% 3 Catering effect: Potential impact on stock price by meeting the expectation of shareholders’ preference for dividend

% 4 FAM: Fixed Asset Monetization

%5 CCC: Cash Conversion Cycle

* 6 GCMS: Global Cash Management System

* 7 Trade-off theory: Idea to pursue optimal capital structure for debt finance and equity finance to use for balancing the costs and benefits

® ROE management -targets a positive equity spread over the medium- to long-term

Eisai has been working to improve its medium- to long-term ROE since the beginning of the 2000s. Eisai aims
to avoid short-termism and achieve ROE above cost of equity over the medium- to long-term (e.g., 10-
year average). In other words, Eisai aims to create a “positive equity spread (ROE — Cost of shareholders’
equity).” Cost of shareholders’ equity is the return demanded by shareholders and Eisai has conservatively
assumed a cost of shareholders’ equity of 8%. Eisai is generating a historical 10-year average ROE of 10.2%
and a positive equity spread of 2.2%.
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@ Trends in ROE by fiscal year and medium- to long-term value creation

(%)
20 o Historical 10-year average ROE (10.2%)
15—
____________________________________________________________________________________ 104 ...
Ol % N T
| _ 7.6 7.7 68 8.8
51— Cost of equity (8%) :
0
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
(Fiscal year)
Equity spread: ROE - Cost of equity (CoE) Historical 10-year equity spread
The key indicator of shareholder value creation based Historical 10-year average ROE: 10.2% — CoE 8% = 2.2%
on residual income model * *Results up to fiscal 2012 were calculated pursuant to generally accepted
Eisai . . o accounting principles in Japan (J»GAAP), vyhile (esults from fiscal 2013 to 2018
1Sal Conservatwely assumes cost of eqwty of 8% were calculated pursuant to International Financial Reporting Standards (IFRS).

(risk-free rate of 2% + risk premium of 6%)
* “ROE Revolution and Financial Strategies” CHUOKEIZAI-SHA (2015)

Margin
R | mprove the ratio of
- operating profit
by efficient
operation

10.4 % 9.9 % *1 0.6 times *2 1.7 times *3

Financial
leverage
Utilize financial
leverage while

Turnover

Improve asset

efficiency by
controlling working R4 controlling Net DER
capital, converting with target of

fixed assets -0.3 to 0.3 for
financial integrity,

into cash

Results for
Fiscal 2018

%1 “Profit for the year attributable to owners of the parent”/“Revenue” *2 “Revenue”/“Total assets” %3 “Total assets”/“Equity attributable to owners of the parent”

Under the DuPont method, ROE can be analyzed by three elements consisting of margin (ratio of profit to
revenue), turnover (total assets turnover ratio) and financial leverage. Eisai is focusing on optimizing each of these
three elements.

Increase margins

Eisai has focused on expanding high-profit global brands discovered and developed in-house, such as Lenvima®,
Halaven® and Fycompa®. Eisai is aiming to improve margin by effective operation through utilizing partnerships
and emphasizing selection and concentration for priority projects.

Improve turnover

Eisai has managed the cash conversion cycle (CCC) to control working capital and strived to improve asset
efficiency through steps including selling assets encompassing investment securities and streamlining inventory.
The Corporate Governance Code, which was revised in June 2018, calls for the validation of benefits and risks of
strategically held shares. Before the revision of the Code, Eisai has sold strategically held shares. In fiscal 2018,
Eisai sold strategically held shares in 7 stocks (selling all of its shares).

Use financial leverage

Eisai has pursued an optimal capital structure while maintaining financial integrity. For maintaining a single A level
credit rating, we have set the KPIs of Net DER*' of -0.3 to 0.3, a ratio of equity attributable to owners of the
parent of 50%-60% and Net Debt/EBITDA™ of 0 to 3 years. By undertaking business activities based on
financial discipline, we are steadily reducing interest-bearing debt, and we secured net cash position as of the end
of fiscal 2018. Net DER was negative 0.32, the ratio of equity attributable to owners of the parent was 58.6% and
Net Debt/EBITDA was negative 1.70 years. Based on the view that we have secured sufficient financial integrity,
we believe we can resume our leverage strategies.

*1 Net debt equity ratio (Net DER) = (Interest-bearing debt (bonds and borrowings) - Cash and cash equivalents - Time deposits exceeding three months - Investment

securities held by the parent company) / Equity attributable to owners of the parent
2 EBITDA: Earnings Before Interest, Taxes, Depreciation and Amotization
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@ Dividend policy

Eisai returns profits to all shareholders in a stable and sustainable manner based on factors such as a
healthy balance sheet and comprehensive consideration of consolidated financial results, dividend on equity (DOE,
ratio of equity attributable to owners of the parent) and free cash flow, as well as consideration of the signaling
effect. We strive for an “optimal dividend policy based on an optimal capital structure” that depends on long-
term balance sheet management, rather than a dividend payout ratio based on short-term performance. As a
KPI for dividends, from the perspective of balance sheet management, Eisai has adopted DOE, which indicates
the ratio of dividends to consolidated net assets.

In principle, Eisai strives to maintain dividends within the range of free cash flow over multiple years. Eisai is
maintaining a healthy balance sheet under present conditions. Therefore, Eisai plans to increase dividends
to 160 yen (previous forecast was 150 yen)™ for the first time in 10 years, with an intention to maximize
shareholder value. Acquisition of treasury stock will be carried out appropriately after factors such as the market
environment and capital efficiency (ROE) are taken into account.

* Dividents per share subject to approval of Board of Directors

® Trends in free cash flow and dividends —Dividends within the range of free cash flow over multiple years—

[WiFree cash flow

Dividends (annual total amount)
(Billions of yen)

180 136.7
o0 — 100.3
873 81.2 81.7 85.1
71.4
52.0 54.5 61.3
50 — I42.7 427 42.7 I42.3 42.8 I42.8 42.9 42.9 42.9 43.0
0 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 (Fiscal)

xResults up to end of fiscal 2012 were calculated pursuant to J-GAAP, while results from end of fiscal 2013 and onward were calculated pursuant to IFRS.

sFree cash flow =“Net cash from operating activities”-“Capital expenditures (cash basis)™
# Expenditures from purchases of financial assets and proceeds from sale and redemption of financial assets are included in the formula used to
calculate capital expenditures.

@ Strong Balance Sheet —Dividend sustainability by maintaining optimal capital structure—

(Billions of yen) (%)
700 — — 70
0.62 628.1
600 — 5063 598.7 5737 584.6 593.6 e
500 [— 049 68 4694 . 57% 59% 57% 57% 59% i S
4159 416, o
400 — L 19, M —1 40
300 — 38% 39% ek — 30
200 |— 0.27 I

100 —

0 0
0.00 0.06
-V -0.11 N -
100) |— 027 0.32 1
200 = End of End of End of End of End of End of End of End of End of End of -
fiscal 2009 fiscal 2010 fiscal 2011 fiscal 2012 fiscal 2013 fiscal 2014 fiscal 2015 fiscal 2016 fiscal 2017 fiscal 2018

Equity attributable to owners of the parent Net interest-bearing debt*!  mmRatio of equity attributable to owners of the parent =sNet debt equity ratio (Net DER)*2

sk Results up to end of fiscal 2012 were calculated pursuant to J-GAAP, while results from end of fiscal 2013 and onward were calculated pursuant to IFRS.

*1 Net interest-bearing debt = Interest-bearing debt (bonds and borrowings) - Cash and cash equivalents - Time deposits exceeding three months, etc. - Investment
securities held by the parent company*3

* 2 Net debt equity ratio (Net DER) = (Interest-bearing debt (bonds and borrowings) - Cash and cash equivalents - Time deposits exceeding three months, etc.
- Investment securities held by the parent company*3) / Equity attributable to owners of the parent

* 3 Investment securities held by the parent company are included in the formula under IFRS.

@ Eisai’s funding policy

Eisai’s funding policy is based on the pecking order theory. Eisai prioritizes “cash on hand” over “debt”. “Equity
financing”, which could damage existing shareholder value, is the last option.

As an efficient funding measure, Eisai adopts a Global Cash Management System (GCMS) for the effective
cash utilization among group companies.
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® VCIC (Value-Creative Investment Criteria)

Appendix

Prioritization and selection of investments will become even more important for companies to achieve growth.
Therefore, Eisai has determined Value-Creative Investment Criteria (VCIC) for its strategic investments to ensure
value creation. When making investments, we use Net Present Value (NPV) and the Internal Rate of Return (IRR)
spread using a risk-adjusted hurdle rate as KPlIs. In principle, we naturally select only those investments with a
positive NPV and set a certain spread for IRR to assure value creation. In setting hurdle rates, we factor in all risk
elements, such as the particular investment project, the investee country and liquidity. We have approximately
200 types of hurdle rates and apply the risk-adjusted hurdle rate appropriate for each respective investment

project.

The Corporate Governance Code, which was revised in June 2018, calls for the allocation of management
resources in consideration of cost of shareholders’ equity. Eisai has introduced VCIC in 2013 to ensure

corporate value creation.

Formula of risk-adjusted hurdle rate

Risk-adjusted hurdle rate = Risk free rate + 8 x Risk premium (+ liquidity premium)

- Risk free rate: 10 year average yield of 10 year government bond
- B: Defined by investment categories (risk profile)

KPI for finance under medium-term business plan ‘EWAY 2025’

Under the medium-term business plan
‘EWAY 2025’, we aim to attain ROE at
the 10% or more and an equity spread

FY2020 Targets

: ROE 10% or more

at the 2% or more for fiscal 2020, as the
midpoint of the plan. For fiscal 2025, Equity spread™’ 204 or more
the final year of the plan, Eisai is mindful
of attaining ROE at the 15% level on DOE*? 8% level
the back of dramatic growth spurred - - -
by contributions of flagship drugs in the Ratl?)vc\);](eegsug%/ tigrg’;frﬁle = 50-60%
neurology area and oncology area.

With DOE as a KPI, we will pursue Net DER™® -0.31t0 0.3

an optimal dividend policy based on an
optimal capital structure and work to
maximize shareholder value.

15% level ROE in FY2025

* Dividends per share subject to approval of Board of Directors.

* 1 Equity spread = ROE - Cost of equity. Eisai conservatively assumes cost of equity of 8%

%2 DOE = Dividend on equity attributable to owners of the parent

* 3 Net DER: Net Debt Equity Ratio = (Interest-bearing debts (bonds and borrowings) - Cash and cash
equivalents - Time deposits exceeding 3 months, etc. - Investment securities held by the parent
company)/Equity attributable to owners of the parent

Aim to create medium- to long-term corporate value

We believe that promoting an understanding of our
non-financial information is essential for realizing
the objectives of our engagement, which is to have
our corporate value assessed from the perspective
of medium- to long-term corporate value creation.
This non-financial information covers areas such
as intellectual capital centering on our pipeline

and patents; human capital that handles our
operations; our initiatives for improving access

to medicines; and our corporate governance. To
attain this objective, Eisai’s IR team holds a total

of approximately 800 dialogues with investors

and analysts on an annual basis. Among these,

the CFO holds approximately 200 dialogues every
year, including with overseas investors. The CFO
and IR team strive to reduce cost of equity and are
committed to promoting engagement based on
the idea of “IR is not a cost center and contributes
to corporate value creation.”

Our activities for years were recognized and we
received the “IR Grand
Prix Award” at the IR
Prime Business Award
2018 held by the Japan
Investor Relations
Association (JIRA).

% JR :

BREFEXN
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Social and Relationship Capital

Improving Access to Medicines (ATM)

“We want to deliver as many necessary medicines as possible and nurture hope in as many people as possible.”
Putting this wish into mind, Eisai is engaged in activities for improving ATM in developing and emerging countries.

Number of countries supplied with lymphatic filariasis treatment DEC tablets and volume supplied (as of June 2019)

10 REDUCED
INE(]lIAlITIES

28 countries 1 l8 billion tablets

Investing in the Future of Developing and
Emerging Countries

Eisai is engaged in activities for improving ATM with
the aim of ensuring that people in developing and
emerging countries receive the medicines they need.
ATM is a basic need for all people regardless of
nationality, economic disparities or social standing.
Today, approximately 2 billion people around the world
do not have adequate access to medicines®, most

of whom are the poor in developing and emerging
countries who also lack proper information about

Efforts to Help Eliminate Lymphatic Filariasis:
Supplying DEC Tablets and Implementing
Awareness-Raising Activities

Lymphatic filariasis (LF) is a neglected tropical disease
(NTD) transmitted to humans via carrier mosquitoes.
It is estimated that approximately 860 million people
worldwide, mainly those in developing countries, are
exposed to the risk of LF.

The World Health Organization (WHO) conducts
mass drug administrations (MDAS) in endemic areas

Countries where DEC tablets are scheduled to be supplied by 2020

1 NO GOOD HEALTH
POVERTY AND WELL-BEING

i | w/o

health and diseases.

Eisai believes that improving ATM in developing
and emerging countries is a long-term investment that
will support the health of the people living in these
countries and ultimately lead to the future growth of
these nations as a whole. Eisai utilizes many methods
including supply of products at affordable prices as
well as public-private partnerships, as it continues to
implement various ATM initiatives through its unique
business models.

17 PARTNERSHIPS
FORTHE GOALS

4_>

v

&

* Source: Access to Medicine Index
https://accesstomedicinefoundation.org/

in order to eliminate LF. Eisai is committed to
supplying diethylcarbamazine (DEC) tablets, one
of the three types of LF medicines used in the
MDAs, to LF endemic countries that need DEC
until LF is eliminated in these countries.

In 2013, Eisai obtained WHO prequalification
for DEC tablets and commenced production at its
Vizag Plant in India. Since then, Eisai has provided
1.8 billion DEC tablets to 28 endemic countries
through WHQ'’s elimination program (as of June
2019).

® Countries where distribution has commenced

WHO South-East Asia Region DEC Tablets

- r‘_ it 5/ ®India @Indonesia (D|ethylcarbamazine)
®Myanmar  @Sri Lanka m

- (} )] @Timor-Leste @Thailand — ‘3 Ay
< ~
. 4 : ) A g Bangladesh Nepal WHO Region of the Americas
- ;“ ®Dominican Republic
WHO East Mediterranean Region

Egypt
y ® g{p Coordination<
oY %

_

WHO African Region
@Eritrea @®Kenya ®Madagascar OFiji
®Zambia  @®Zimbabwe ®Comoros ®Laos
@®S3o Tomé and Principe
Gambia

! Brazil
Eisai Head Offlce N \
- L
e

@®Guyana
+ @Haiti

WHO Western Pacific Region

@Philippines ®Samoa
@®American Samoa

@Kiribati
@®Papua New Guinea
@®Micronesia  @Tuvalu

@French Polynesia
®Malaysia

(Distribution status as of June 2019)



Company Introduction | Management Strategies

Furthermore, to support the smooth implementation
of WHO’s MDA programs, Eisai is engaging in
initiatives to raise public awareness of LF in endemic
areas. In order to eliminate LF as early as possible,
staff members of Eisai’s local subsidiaries cooperate
with the relevant representatives in endemic countries,
prepare and distribute leaflets in the local languages
on the prevention and treatment of LF and support
implementation of MDA in endemic countries. For
example, since 2015, during MDA programs by
Ministry of Public Health and NGOs for LF elimination
in Indonesia, Eisai staff members have socialized with
LF patients, held workshops, and raised awareness
about LF in collaboration with students from Faculty
of Medicine as well as Master’s Program of Public
Health in Gadjah Mada University.

Eisai’s activities are highly appreciated by
endemic countries. Token of Remembrance from
Antimalaria Unit of Ministry of Health, Government of
Andhra Pradesh in India is just one such example.

Cumulative quantity of DEC tablets supplied and the number

of patients contributed to* (as of June 2019)
(100 million tablets) (100 million people)
Cumulative quantity of tablets supplied 18.0

—— Number of patients contributed 16.6

End of ' End of End of End of End of End of End of
fiscal 2013 fiscal 2014 fiscal 2015 fiscal 2016 fiscal 2017 fiscal 2018 June 2019

* The number of patients contributed to is an estimated value, which is
converted from the cumulative quantity of tablets supplied based on the
assumption that an average of 2.5 tablets is taken per capita in accordance
with the definition of WHO.

Eisai proactively undertakes research on
pharmaceuticals for treating NTDs and for the three
major infectious diseases (malaria, tuberculosis, HIV/
AIDS).

These diseases strike people with low incomes in
developing countries, causing them to leave work.
This in turn leads to a negative cycle of poverty in
which people become incapacitated due to disease
and become even poorer, and international efforts
are called upon to tackle this significant global health
issue. In response, Eisai is currently conducting
various projects aimed at developing new treatments
for Chagas disease, filariasis, leishmaniasis and
mycetoma as well as malaria and tuberculosis.
Undertaking research activities for these diseases
requires specific expertise, technologies and clinical
study experience in addition to networks with clinical
facilities in endemic regions. For these reasons, Eisai
is actively engaged in external collaborations such
as partnerships with global research organizations
and is participating in international consortiums to
share compound libraries, as Eisai seeks to develop
new drugs for NTDs and the three major infectious

Business Base (ESG) Appendix

Received Token of Remembrance from Ministry
of Health, Government of Andhra Pradesh for
Supporting Activities to Eliminate LF

In Yarada Village near Eisai’s Vizag Plant (located
in Andhra Pradesh) which has been manufacturing
DEC tablets since 2013, there were patients
suffering from LF when Eisai started to manufacture
DEC tablets. Eisai supported the larvicidal activities
with regular spraying of pesticides in drains
without lid as well as in puddle, and repaired the
old public toilets to improve hygiene environment
in cooperation with Ministry of Health, Government
of Andhra Pradesh which supports the elimination
activity of vector-borne disease in Yarada Village.
Furthermore, Eisai has focused on disease
awareness activities by providing explanation
about prevention of vector-borne disease to

local residents, and has supported the MDA
program for LF elimination. The state government
evaluated these activities, and Eisai received a
token of remembrance in 2015. These activities

in Yarada Village still continues, with expansion of
the activities in Kasimkota
Village in recent years. In
Kasimkota Village, as a
new activity, Eisai is aiming
to improve the quality of

life (QOL) of patients by
providing custom-made
shoes to LF patients who
cannot wear normal shoes
because of the swelling of
feet or have trouble walking
due to LF.

Token of Remembrance

diseases.

Eisai aims to develop new drugs for Chagas
disease, a disease transmitted by the assassin bug
which is prevalent in 21 countries in Latin America.
For this purpose, Eisai conducted a Phase II
study of its in-house developed antifungal agent
fosravuconazole (E1224) in partnership with the
Drugs for Neglected Diseases initiative (DNDJ). This
Phase II study is completed and future plans are
under review. In Sudan, another Phase I study of
the agent is being conducted with DNDi for fungal
mycetoma, a highly neglected disease for which there
is no effective treatment. Mycetoma is transmitted
through pricks in the skin and causes large lesions
that can spread to other parts of the body and cause
severe disability. Since February 2019, in cooperation
with the international non-governmental organization,
Association for Aid and Relief, Japan (AAR Japan),
Eisai has been implementing awareness activities
about knowledge on mycetoma and the importance
of early treatment, as well as initiatives that promote
patients’ early diagnosis and treatment at medical
institutions in Sudan which is one of the countries
where the disease is most prevalent.

Eisai Integrated Report 2019



Visiting Sudan which is One of the Most
Endemic Countries with Mycetoma

We visited Mycetoma Research Center (MRC) at
Khartoum University where the Phase Il study for E1224
is being conducted and inspected the status of clinical
study and treatments. At MRC, over 8,500 patients
have been treated to the present. However, the current
treatment requires long-term medication and high
economic burden, so more than half of patients cannot
complete the treatment. This leads to the recurrence

of the disease and results in resection or amputation
surgery.

Then we visited a clinic in Wad Onsa Village, an
endemic area of
mycetoma with
the MRC medical
team. Wad Onsa
Village is a remote
area 400 km
away from the
capital and has no
medical facilities.

' Therefore the MRC
Medical Team

Photo of Clinic in Wad Onsa Village

visits the clinic in Wad Onsa Village several times a year,
and provides diagnosis and medical treatments including
surgery free of charge for residents of the surrounding
290 villages. A total of more than 700 people have
undergone surgery since 2015. However, patients need
to go to the capital in case they need major surgery,

but not many of them can afford accommodation and
treatment costs.

Through this visit, we deeply realized that there are
many patients suffering from mycetoma even now. We
felt the need to accelerate the development of new
treatments for mycetoma and to actively engage in
disease awareness activities.

Katsura Hata

Takayuki Hida

Group Leader, ESG Group, Policy, Advocacy &
Sustainability Department

Director, Global Health Research
Section, hhc Data Creation Center

NTDs/Three major infectious diseases research project portfolio (As of June 2019)

Chagas vaccine (using Eisai’'s

Chagas disease | | immunostimulant E6020) (D

= s usumeansss s Screening of novel compounds @)

Chagas vaccine (using Eisai’s
immunostimulant E6020) @)

E1224 Chagas Disease project
(Phase I study) @

Neglected . hsssEEEEsEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE;
Dis IS B N E R E RS E RSN NN NN NN NN NN NN NN NN NN NN NN NN N NN NN SN NN NN NN NN NN NN NN EEEEEEEEEEEEEEEEEEEED
(NTDs) Filariasis ’ AWZ1066S ®
E1224 Eumycetoma project
oaet oo 8
Inhibitor of Plasmodium GWT1 @ ‘ ‘ BRD5018 () H SJ733 (Phase I study)
Inhibitor of Plasmodium TLR9 antagonist
. DHODH for cerebral malaria @
Malaria - —
3 Major Screening of novel Novel compound for artemisinin

Infectious compounds for malaria © resistant malaria @
Diseases Malaria vaccine (using Eisai’s

immunostimulant E6020)

Inhibitor of Mycobacterium

Tuberculosis tryptophan synthase (5

WIPO Re:Search
Macrofilaricide Drug Accelerator

Consortium for NTDs and 3 major infectious diseases

NTD Drug Discovery Booster (7)
TB Drug Accelerator

HEMain partners of the projects

@, (0, @ Fundacao Oswaldo Cruz (Fiocruz) (Brazil)

@, ®, ®, @ Drugs for Neglected Disease initiative(DND/)

(Switzerland)
® Sabin Vaccine Institute (U.S.)
®, @ Liverpool School of Tropical Medicine (U.K.),
University of Liverpool (U.K.)
@, @ Medicines for Malaria Venture (MMV) (Switzerland)

Please visit the following link for details on projects

Pricing Policy that Emphasizes Affordability

Eisai has formulated various flexible pricing policies
that enable patients in developing and emerging
countries to purchase Eisai’'s products at affordable

40

®, @ Broad Institute (U.S.), Medicines for Malaria Venture (MMV) (Switzerland)

University of Kentucky (U.S.), Medicines for Malaria Venture (MMV)
(Switzerland)

@® Broad Institute (U.S.), Colorado State University (U.S.), University of Chicago
(Us)

World Intellectual Property Organization (WIPO) (Switzerland), BIO Ventures
for Global Health (BVGH) (U.S)

@®, @ Bill & Melinda Gates Foundation (U.S.)

https://www.eisai.com/sustainability/atm/research.html

prices. These pricing policies are formulated taking
into consideration the social, economic and healthcare
environments of developing and emerging countries.
For example, Eisai has been providing Aricept® and
Pariet® in India since 2005 at affordable prices that
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year period, Halaven® was supplied to approximately
4,100 patients cumulatively via tiered pricing.

are best suited to the living standards of the local
patients.

Regarding Fycompa®, we introduced a unique
system in India where many patients have to pay
the full cost of medical expenses out-of-pocket. The
treatment is provided for free to patients for a certain
period of time, and a full-scale administration of the
treatment is implemented once efficacy is confirmed. In
addition, Eisai has introduced tiered pricing, “Hope to
Her”program, an affordable pricing model, for the
anticancer agent Halaven® in 8 Asian countries. In this
model, co-payment is set at several tiers in accordance
with the income level and health insurance availability
of the patients, ranging from the full price to free of
charge depending on the condition. During the five-

Appendix

Explanation about “Hope to Her” program from Medical Representative to a
doctor (India)

Creating Corporate Value and Solutions to Social Issues Through Initiatives for Improving ATM

Input

Intellectual capital

@Accumulation of knowledge
from drug creation activities
for many years

Human capital charge

@Employees’ strong motivation
to contribute to patients
supported by the
hhc philosophy

Production capital
@ Utilization of the Vizag Plant
in India for low-cost

production strategies

Social and Relationship capital
@Partnership with WHO or
international research institutions

Financial capital
@Healthy balance sheet

For the purpose of facilitating the improvement of ATM,
Eisai utilizes many different types of capital as input
and converts them into many different forms of output
(products and services), such as DEC tablets, through
business activities. As a result, we pursue the creation
of positive outcomes such as the improvement of
health, welfare and economic growth by increasing the
number of middle-income populations in developing
countries and emerging countries. Eisai also seeks

to enhance the value of its corporate brand, improve
employees’ skills and motivation, and reduce costs

by increasing the operation rate of the Vizag Plant as

Output

®Supply of lymphatic filariasis
treatment DEC tablets free of

@Activities for raising awareness
of lymphatic filariasis

@ Supply of products based on
affordable and tiered pricing

Outcome

Social and Relationship capital
@Economic growth in
developing and emerging
countries due to
improvement of health
and welfare, and increase
in middle-income class
@lmprovement in the value of
Eisai’s corporate brand

Human capital
@®!mprovement in employees’
skills and motivation

Financial capital

@Reduced cost of
manufacturing due to
increased operation rate
at the Vizag Plant

@ (Very long-term perspective)
Profits created through
businesses in developing
and emerging countries

positive internal outcomes. Eisai believes that efforts to
improve ATM will increase capital to an extent that is
greater than the amount of input, through the creation
of added value. Eisai’s initiatives for improving ATM
go beyond the framework of CSR activities and
aim at creating long-term value. Supplying DEC
tablets free of charge will initially be a loss and thus
negatively affect profits and ROE in the short term.

However, from a very long-term perspective, we
estimate that it will boost our NPV (net present
value) to a positive level through the creation of the
outcomes described above.

Eisai’s Initiatives for Improving ATM Highly Evaluated

The Access to Medicine Foundation, an international
non-profit organization which analyses how the world's
largest pharmaceutical companies are addressing
access to medicine, biennially researches and
publishes the Access to Medicine Index. In 2018, Eisai

was ranked 8th rising three access Ta
places in the ranking from 11th M EepnICINe ==
in 2016. Among Eisai’s activities, Inoex .-

Eisai’s continued commitment to combat NTDs was
selected as the best practice.

In addition, Eisai has been selected for the MSCI
Japan ESG Select Leaders Index as a company with
outstanding ESG ratings, and has maintained an AA
ranking in the ESG Index for six consecutive years
since 2014. In this Index, the area of Access to Health
Care was highlighted as one of Eisai’s strengths.

Eisai Integrated Report 2019



Intellectual Capital

Development of Potential Next-Generation

Dementia Treatments

Proactive investment in the industry-leading pipeline to become a top runner for new drug

development in dementia area

SWOT Analysis of Medicine Creation Activity in Dementia Area

Strengths Weaknesses

1. Industry-leading R&D pipeline 1. Focus on dementia, a disease in which developing
Phase III studies are ongoing in 2 projects new drugs is particularly difficult and large-scale

2. Expertise acquired through development for more than 35 clinical studies are required, necessitating a large
years amount of R&D expenses

3. Global strategic partnerships that potentially increase
probability of success and accelerated development with
optimization of R&D and commercialization expenses

Opportunities Threats

1. Expansion of market for dementia treatments as population ages 1. Competing products entering the market
2. Expansion of potential market as diagnosis technology 2. Increasing pressure to lower drug prices as governments
improves promote policies to reduce healthcare expenditure

What is Dementia?

Dementia is a condition characterized by the occurrence of a variety of disorders
and the emergence of impediments to everyday life due to the death of brain
cells and a worsening of cognitive functions resulting from various causes. There
are different types of dementia. Symptoms of Alzheimer’s, the most prevalent
dementia, are mainly those related to memory impairment (core symptoms),
while behavioral and psychological symptoms (BPSD) such as delusions and
hallucinations, violence, wandering and depression can also be observed. Other
types of the disease include dementia with Lewy bodies and vascular dementia,
among others. All of these are characteristically progressive.

Types and ratio of dementia

Alzheimer’s
Others disease
1 5%7 50%

Vascular
dementia

15% "

Dementia with
Lewy bodies
20%

Source: “Guide to Understand Dementia
with Lewy Bodies” (editorial supervisor:
Kenji Kosaka) (Japanese title “Rebi-Shotai
Gata Ninchisho Ga Yoku Wakaru Hon”)

An Ever-Increasing Number of Patients with Dementia and Social Cost

As the aging of the global population gathers pace,

the number of patients with dementia is expected to
continue an upward trend. In 2018, there were an
estimated 50 million patients with dementia worldwide.
And the number of the patients will increase to
approximately 82 million in 2030, and approximately 152
million, almost tripled in 2050. Based on a calculation,
there is one new case of dementia found every 3
seconds worldwide. It is reported that the current social

50 million

Number of Patients with Dementia

152 million

82 million

cost of dementia, including medicine, social care, and o
the care provided by family, is 1 trillion USD, and is
expected to double in 2030. Therefore, dementia is a
global issue which needs to be addressed and there
are expectations for earlier development of treatments
that satisfy unmet medical needs.

$1 trillion

2030 2050 (Year)

$2 trillion

Estimated Social Cost for Dementia

42

(Source: World Alzheimer Report 2018)



Company Introduction | Management Strategies WEIIENGEEUPACGII(EEY  Business Base (ESG) Appendix

Pathogenic Mechanism of Alzheimer’s Disease (AD)

Alzheimer’s disease is associated with the occurrence of neuronal cell death as a result of the gradual
accumulation of proteins in the brain, called amyloid beta (A3) long before the onset of the symptoms, such as
memory impairment. The accumulation of AB is considered to accelerate the tau pathology and resulting in the
neuronal cell death caused by the accumulation of tau.

Pathogenic mechanism of Alzheimer’s disease

Accumulations of amyloid beta (AS3)
inside the brain

Accumulations of tau
inside the brain

Change in brain

structure ,
Impairment

of memory

Impairment of

Accumulations of Af3 begin more than 15 to 20 clinical function
years prior to the appearance of Alzheimer’s
disease symptoms. Various changes occur within
the brain up to the point when abnormalities in
clinical cognitive functions can be observed.

Mild cognitive Dementia
impairment (mild—moderate—severe)

Treatment Efficacy Expected for Next-Generation Dementia Treatments

A numbers of treatment for AD are already in the market, m - -
. . L, ; ® ustration of Treatment Efficacy Expected for
including Eisai’s in-house developed Aricept™, although Next-Generation Alzheimer’s Disease Treatment
the efficacy of these treatments are limited. Worsening of Next-Generation Alzheimer’s disease treatment
cognitive functions is unavoidable after certain period of time ‘
of administration of the drugs. Also, they are not indicated
for patients who are in the stage of MCI. Therefore, Mild cognitive

N . 3 impairment (MCI)
development of potential next-generation dementia
treatments which could potentially suppress the
worsening of cognitive functions over a longer period of
time from the earlier disease stage, is highly expected.

Existing
treatments
Mild

Alzheimer's disease

Moderate
Alzheimer’s disease

Cognitive function

Severe
Alzheimer’s disease i
Typical progress of

Alzheimer’s disease
Age

Challenging Path Toward the Development of Next-Generation Dementia Treatment

No drug has been approved by the U.S. FDA for the treatment of dementia since 2003. 146 agents under
development between 1998 and 2017 did not prove success™'. This suggests that the development of drug in
dementia area to be very challenging.

One reason for the development of treatment of dementia to be challenging is that high-order functions,
such as cognition, are unique to humans, and it is difficult to create an applicable experimental scenario
using animal models. For example, if accumulation of brain A3 or tau were observed in mouse, it is not for
sure if mouse develops dementia. It is necessary to accumulate knowledge and confirm the correlation between
reactions of animal models and changes that occur inside the brain of patients with dementia or their core
symptoms, including biomarkers. Moreover despite the advances made in diagnostic imaging technology such
as PET (positron emission tomography), there is no method to directly observe the changes inside a human
brain.

New drugs in the dementia area approved by the U.S. FDA

November 1996

(§J;cee§;z®i|) February 2001 NO drug has been approved by the U.S. FDA

Galantamine in dementia area for over 15 years
f f--------;-----t:----;----d-.-d--t------------------------>
i numbers or candidates . . .
Rivastigmine  Memantine.  failed in clinical studies 2 Projects in Phase Il studies

are ongoing under the collaboration
between Eisai and Biogen Inc.

sk Combination formulation of donepezil and memantine was approved in 2014. ElenbeceStat*2

#1 PhRMA, Researching Alzheimer's Medicines: Setbacks and Stepping Stones, September 2018 BAN2401+23

% 2 Co-development with Biogen Inc.
% 3 Licensed-in from BioArctic AB. 43 Eisai Integrated Report 2019



Leveraging Abundant Experience and Knowledge to Create Next-Generation Dementia
Treatment

Under the corporate philosophy of hhc, we strive to create next-generation dementia treatment. Eisai’s
knowledge and know-how in medicine creation activities in dementia area have been accumulated over
35 years since Aricept®. And they will be a great advantage for success in developing next-generation dementia
treatments.

Eisai’s Ingenuity in Discovery Research

Eisai possesses facilities for various pharmacological tests, experience and knowledge to study
pharmacological effects in central nervous system of animals. In particular, utilizing in-house established
behavioral pharmacology studies and the animal models, Eisai evaluates the compounds which act to
molecules that regulate synaptic transmission between neuronal cells and Eisai leverages them to develop
drugs in central nervous systems and predict efficacy of compounds in clinical studies. With the developments
of neuroscience, it has been discovered a variety of target molecule in the brain. Eisai applies the behavioral
pharmacology studies that have been established to the discovery of target molecule, and always pursues
new possibilities for medicine creation.

Example of Eisai’s biomarker detection system

For the human pathology and high-order functions
unique to human that are difficult to mimic the
human condition animal models, Eisai accurately
develops compounds from preclinical to clinical
studies by combining the biomarker research
using detection of the biological molecules
as indicators, to the conventional method of
research.

For objective measurement of functions in the
pbrain, Eisai focuses on establishing methods
(using machine shown in the left) to discover new
biomarkers and quantitative measurement.

Eisai’s Ingenuity in Clinical Research

It is said that there are four elements (right drug discovery target, right patients, right dosage, right clinical
evaluation indicators) that are important for a clinical study to meet its primary endpoint. It is assumed that
the failed trials may have had an issue in one or more of these factors. For instance, the clinical studies
that have failed may have included patients whose AS deposition was unknown or patients whose disease had
advanced to a stage beyond which the mechanism of action of the drug was effective. Or they may not have
had a sufficient dosage, or the endpoint selected was not sensitive enough for the patient population.

In Eisai’s clinical studies, learnings from the past studies were considered and the following factors which
are thought to contribute to success were incorporated:

1) Identifying AB deposition in early stage patients with AD when enrolling for studies
2) Setting appropriate doses for antibodies or small molecule compounds
3) Selecting a suitable endpoint for evaluating effects for patients with early stage AD

Favorable results were obtained from Phase I studies in elenbecestat and BAN2401, and Phase III studies
are steadily ongoing.

A4



Company Introduction | Management Strategies WEINENGEEULWNGITIEEY  Business Base (ESG) Appendix

Industry-Leading R&D Pipeline in Dementia Area

Eisai possesses industry-leading R&D pipeline in dementia area. Under the collaboration with Biogen Inc., 2
projects in Phase Il studies are ongoing.

< Projects Targeting Accumulation of Aggressive Factors (A3, tau)

E2814
(Anti-tau antibody) BIIB076*3
*1 S
EIe(EAlgIEeiglﬁb?tzgt J (Anti-tau antibody)
Amyloid precursor Biogen Ine.

protein (APP)

Beta-secretase (BACE)
[] Cleavage of APP at N-terminus of A

Hyperphosphorylation
and accumulation of
tau in neuronal cell
Neuronal cell
\ function disorder ]

' Insoluble fibrous aggregates
*1,2
BAN2401 Deposit and form amyloid plaque
(Anti-AB protofibrils antibody) (may cause neuronal cell death)

—"

Cleavage of APP at C-terminus of A Amyloid beta

Monomer & (AB)
Greater tendency '

to bond together

A fibrils

AR protofibrils

Large soluble aggregates

Highly neurotoxic
(Induce neurodegenerative process and cause neuronal cell death)

*1 Co-development with Biogen Inc.
*2 Licensed-in from BioArctic AB
*3 Eisai has an option to jointly develop and commercialize with Biogen Inc.

@ Investigational BACE inhibitor elenbecestat developed in-house (co-development with Biogen Inc.)
Discovered at Tsukuba Research Laboratories, this compound inhibits BACE (beta-site amyloid precursor
protein cleaving enzyme), an enzyme involved in the production of AS . While BACE is generally classified

as BACE1 and BACE2, elenbecestat shows relative selectivity to BACE1 which is potentially related to AS
production in the brain.For the first time in BACE inhibitor, elenbecestat demonstrated the reduction of

A3 accumulated in the brain and suggested the slowing of clinical
decline as analyses of exploratory clinical endpoints in Phase I study.
Elenbecestat is currently in two Phase I studies (MISSION AD1,
MISSION AD2), and has completed patient enroliment in March
2019. Final readout of primary endpoint is targeted in the first
quarter of fiscal 2021.

@ Investigational anti-A 8 protofibrils antibody BAN2401 (co-development with Biogen Inc.)

This anti-A3 protofibrils antibody is in-licensed from BioArctic AB. BAN2401 has a unique characteristic to
bind and reduce highly toxic A3 protofibrils. Phase I study (Study 201) demonstrated
slowing in clinical decline as well as dose-dependent reduction of AB accumulation

in the brain, and open-label extension study is currently ongoing. According to the
meetings with the health authorities based on the results of study 201, a single
Phase II study was initiated in March 2019 to support filing for BAN2401. Final
readout of primary endpoint is targeted in the first quarter of fiscal 2022.
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Disease Modifying effect of BAN2401 suggested in Study 201
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The MMRM uses treatment group, visit, clinical subgroup (MCI due to AD, mild AD),
the presence or absence of ongoing AD treatment at baseline, APOE4 status (positive,
negative), region, and treatment group by visit interaction as factors and baseline value
as covariate.
Reduction of AB plaques, and cerebrospinal . . .
fluid (CSF) biomarkers, and slowing of disease Changes in CSF Biomarkers
progression as a result, observed in Study 201 -
and it suggested BAN2401’s potential
disease modifying effect. Unlike symptom- PR
improving treatment, as disease modifying Reduction of neurogranin,

Slowing increase in neurofilament
light chain, a CSF marker of
axonal degeneration

=

—
. . . acsr _marker of : Reduction of phos‘;;l-'l:)rylated Tau, a CSF marker
treatment reduces A8 in the brain, sustainable ~ synaptic damage for nerve damage downstream of Tau pathway

treatment effect and potential to expand
treatment effect over time are expected.

Evaluation of Elenbecestat and BAN2401 in earlier disease stages

In May 2019, elenbecestat and BAN2401 were selected for two prevention studies by the Alzheimer’s Clinical
Trials Consortium (ACTC) as treatments to be evaluated in upcoming clinical studies. The A3 Study will target
cognitively normal individuals who are currently amyloid negative but are at high risk for AD, and elenbecestat was
adopted to evaluate whether it can prevent amyloid build-up in the brain.

The A45 study will target preclinical (pre-symptomatic) stage of AD in who are clinically normal individuals (no/
minor cognitive impairment) and have elevated levels of amyloid in brain, and elenbecestat and BAN2401 were
adopted to evaluate prevention of cognitive decline. Details are currently under consideration.

Investigational anti-tau antibody E2814

This anti-tau antibody was discovered as part of the research collaboration with University College London
and is designed to prevent the spreading of tau protein “seeds” which are believed to spread among
different areas of the brain and induces tau pathology as the disease advances. This compound is expected
to prevent accumulation of neurofibrillary tangles in the brain, and to slow the progression the disease. We
plan to initiate Phase I study in fiscal 2019.

Investigational anti-tau antibody BIIBO76 under development by Biogen Inc