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Financial Results and Financial Analysis

Consolidated Financial Results for FY2022

Consolidated financial results (Billions of JPY)
FY2021 results FY2022 results YoY
Revenue 1044.9 1278.5 233.6  (+22.4%)
Cost of sales* 348.0 349.1 1.0
Selling, general, and administrative (SG&A) expenses* 352.1 470.1 118.0
Research and development (R&D) expenses* 254.1 336.7 82.6
Core operating profit* 90.6 122.6 320 (+35.3%)
Temporary income* 3.9 21.9 18.0
Temporary expenses* 215 239 2.4
Operating profit 73.0 120.6 47.6  (+65.1%)
Profit before tax 735 126.9 53.3 (+72.5%)
Profit attributable to owners of the Company 67.0 109.2 42.2  (+63.0%)

* Daiichi Sankyo Group (hereinafter, “the Group”) discloses core operating profit, which excludes temporary income and expenses from operating profit, as an indicator of ordinary profitability. Temporary
income and expenses include gains/losses on sale of non-current assets, gains/losses associated with business restructuring (excluding gains/losses on sales of developed products and products on

the market), impairment losses on property, plant and equipment, intangible assets, and goodwill, compensation for damages or settlement, and non-recurring and large gains/losses.
This table shows the actual results of cost of sales, selling, general and administrative expenses, and research and development expenses, exclusive of temporary income and expenses. The adjust-

ment table from operating profit to core operating profit is stated in the reference data.

JPY exchange rates for major currencies (annual average rate)

FY2021 results FY2022 results YoY
UsD/JPY 112.38 135.48 +23.10
EUR/JPY 130.56 140.97 +10.41

1. Revenue

Consolidated revenue in FY2022 increased by ¥233.6billion, or 22.4 % year on year, to ¥1278.5 billion.
The foreign exchange impact placed upward pressure on revenue to the extent of ¥93.9billion. When the impact is excluded, the

increase in revenue was ¥139.7 billion.

Revenue
Increased by ¥233.ébillion (increased by ¥139.7 billion excl. forex impact)

(Billions of JPY)
FY2021 Results
Lixiana +12.7

Tarlige +8.4

Japan Business Gains on sales of products in US ~ +5.2
Ph(lanrcr#zlaggz\t/iig\lls 10.8 Gains on sales of products in EU ~ +2.6
Generic, Vaccines, OTC) Nexium -39.6

Oncology Business*' 84.2 Enhertu +96.2
Y ’ Transferred products -8.3

Venofer +8.8
American Regent 6.0 J«—— Abraxane AG (HBT) +5.7
Injectafer -8.3

EU Specialty Business 1.1 I<—( Lixiana +11.5

ASCA (Asia, South
and Central America) 128 I
Enhertu, Dato-DXd*?
Upfront Payment 36.4 | Enhertu Regulatory Milestone ~ +24.5
& Regulatory/ : Enhertu Sales Milestone +13.2
Sales Milestone

Forex Impact*3 93.9 M Positive factors
M Negative factors

FY2022 Results

*1 Revenue for Daiichi Sankyo, Inc. and Daiichi Sankyo Europe’s oncology products
*2 Dato-DXd: Datopotamab deruxtecan (DS-1062)
*3 Forex impact USD: +¥64.1 billion, EUR: +¥14.0 billion, ASCA: +¥15.8 billion

DAIICHI SANKYO GROUP VALUE REPORT 2023

Although our Japan Business Unit saw an increase
in the sales of Lixiana” and Tarlige” as well as the
contribution of the gain on the sales of transferring
products in Europe and the United States—outside
the jurisdiction of the Business Unit—we also saw
decreased revenue due to the end of co-promotion
of Nexium® in FY2021, which ultimately resulted in
a revenue decrease of ¥10.8 billion.

Regarding our Oncology Business Unit, although
the sales of products transferred August 2022
decreased, the sales of Enhertu’ increased in the
United States and Europe, leading to a revenue
increase of ¥84.2 billion.

American Regent Unit saw a revenue increase
of ¥6.0 billion in spite of a revenue decrease for
Injectafer” due to increased sales of Venofer” as
well as the contribution of Abraxane’, an autho-
rized generic —which is handled by HBT Labs, a
company that was acquired August 2022.

Regarding our EU Specialty Business Unit,
sales of Lixiana increased, resulting in a revenue
increase of ¥11.1 billion.

The amount of revenue for the year recognized
for the strategic collaboration between Enhertu
and Dato-DXd, including the upfront payment,
amounted to a revenue increase of ¥36.4 billion. In
terms of regulatory milestones for Enhertu, many
new indications were added to the drug, resulting
in a total revenue increase of ¥24.5 billion.

Enhertu also saw a sales milestone in that we
recorded a result of US$100 million (¥13.2 billion)
due to the achievement of single-year product
sales of US$1.0 billion in regions where we en-
gaged in co-promotion with AstraZeneca.

2. Core operating profit

Core operating profit in FY2022 increased by ¥32.0 billion, or 35.3 % year on year, to ¥122.6 billion.
The actual increase in operating profit excluding the foreign exchange impact and special items (items having a transitory and materi-
al impact on operating profit) was ¥38.5 billion.

Core operating profit Revenue increased by ¥233.6 billion, including
Increased by ¥32.0billion (increased by ¥38.5billion excl. forex impact) a revenue increase of ¥93.9 billion due to the
foreign exchange impact.
(Billions of JPY) Although revenue increased, the cost of sales
FY2021 decreased by ¥20.7 billion because we improved

Results our cost ratio by changing our product mix, in-

cluding increasing the sales of Lixiana, Enhertu,

Revenue 233.6 - incl. forex impact of +93.9 and other products developed in house.

SG&A expenses increased by ¥74.3 billion due

Costof 207 Improvement in cost of sales ratio by to increased profit sharing with AstraZeneca
sales . change in product mix related to Enhertu and other factors.
R&D expenses increased by ¥47.6 billion due
Increase in expenses related to Enhertu il i i
SGeA 74.3 due to an incresse in profit share of to increased investment in 3ADCs research and
expenses gross profit with AstraZeneca development.

Costs increased by a total of ¥100.4 billion due

R&D 47.6 Io—{ Increase in 3ADCs* R&D investments to the impact of foreign exchange, and the actual
expenses

increase in our core operating profit excluding

Cost of Sales +21.7 this impact was ¥38.5 billion.
Forex 100.4 «—— SG&A Expenses +43.7

impact
R&D Expenses +35.0

FY2022
Results M Positive Factors

M Negative Factors

* 3ADCs: 1) Enhertu, Trastuzumab deruxtecan (7-DXd, DS-8201), 2) Datopotamab deruxtecan (Dato-DXd, DS-1062) and
3) Patritumab deruxtecan (HER3-DXd, U3-1402)

3. Profit attributable to owners of the Company

Profit attributable to owners of the Company increased ¥42.2billion, or 63.0% year on year, to ¥109.2 billion.

Core operating profit increased by ¥32.0 billion,
including the impact of foreign exchange.

Profit attributable to owners of the Company Temporary income/expenses increased our

Increased by ¥42.2 billion profit by ¥15.6 billion year on year.
In terms of our temporary income, last year,

we recorded ¥2.1 billion in gains related to the

(Billions of JPY) .
FY2021 sale of fixed assets when we transferred Osaka
Results logistics center to TAIYO PHARMA TECH, and,
this year, we recorded ¥8.1 billion in gains re-
operi?gg 32.0 . lated to the sale of our Kyushu Branch building,
profit FY2021  FY2022 ¥5.9 billion in gains related to the transfer of
Temporary Results  Results Daiichi Sankyo Beijing, and ¥3.2 billion in gains
income/ 15.6 [«—— Temporary Income 3.9 21.9 th lah s el e T £
expenses Temporary Expenses 21.5 239 on the reversal of costs related to the closure o
o Plexxikon, etc.
Financial X
income/ 5.8 FY2022: Increase of In terms of our temporary costs, last year, we
expenses, etc. interest income +6.2 . . -
recorded an impairment loss of ¥10.4 billion
Income 11.1 related to Zelbolaf, etc. as well as environ-
taxes, etc. ) mental expenditures of ¥9.5 billion related to

our former Yasugawa plant, and, this year, we
F};«ezsojtzs m Il Cost of Sales recorded an impairment loss of ¥14.2 billion
I SG&A Expenses related to TURALIO™ as well as an impairment
loss of ¥6.3 billion related to D5-5741, which we
stopped developing.

Financial income/expenses, etc. increased
our profit by ¥5.8 billion year on year due to an

Income Taxes etc. (Billions of JPY) increase in our interest income.

FY2021 Results FY2022 Results Yo¥ Income taxes, etc. increased by ¥11.1 billion
Profit before Tax 735 126.9 +53.3 year on year due to an increase in our profit
Income Taxes etc. 65 17.7 +11.1 before tax.
Tax rate 8.9% 13.9% +5.0%
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Financial Position

1. Assets, liabilities, and equity

@ Assets

Total assets as of the fiscal year-end were ¥2,508.9 billion, an
increase of ¥287.5 billion from the previous fiscal year-end, mainly
due to increases in other financial assets (current assets) and
inventories, which were partially offset by a decrease in cash and
cash equivalents,

@ Liabilities

Total liabilities as of the fiscal year-end were ¥1,063.0 billion, an
increase of ¥192.5 billion from the previous fiscal year-end, mainly
due to increases in trade and other payables and other non-cur-
rent liabilities, which were partially offset by a decrease in bonds
and borrowings (non-current liabilities).

@ Equity

Total equity as of the fiscal year-end was ¥1,445.9 billion, an
increase of ¥95.0 billion from the previous fiscal year-end, mainly
because of the profit for the year and increases in other compo-
nents of equity, which were partially offset by dividend payments.

S y of lidated statement of financial position
As of March 31, 2023: parentheses () indicate comparison to March 31, 2022

Cash and cash Current liabilities

equivalents Trade and other

(-¥220.6 billion) payables

Trade and other Liabilities (B+¥9d9-3 bglmn)

receivables ¥1,063.0 billion onds an

ars D " b
(+¥82.4 billion) Current | (+¥1925 biliion) s noe
. . (+¥21.0 billion)
Other financial assets assets N liabilit
il on-current liabilities

I(+¥20t1.§ billion) ¥1.495.1 billion Sonde and

nventories (+¥149.8 billion) borrowings

(+¥83.7 billion) (¥4 4 biltion)
Other non-current
liabilities
(+¥102.9 billion)

Equity
:;Ef;;‘é"n‘:la”‘ and ¥1,445.9 billion
(+¥44.8 billion) Non-current (+¥95.0 billion)
Deferred tax assets assets Oths_er components of
(+¥41.9 billion) LGB e

(+¥137.7 billion) (+¥32.7 billion)
Retained earnings
(+¥61.6 billion)

Other non-current
assets
(+¥41.7 billion)

Consolidated total assets
¥2,508.9 billion (+¥287.5 billion)

Cash and cash equivalents decreased by ¥220.6 billion during the year ended March 31, 2023 to ¥441.9 billion.

@ Cash flows from operating activities

Net cash inflows from operating activities totaled ¥114.5 billion
(previous year: ¥139.2 billion inflow), mainly due to cash inflows
from the sales-related milestones and regulatory milestones of
Enhertu and the upfront fee of the strategic collaboration regarding
datopotamab deruxtecan besides profit before tax (¥126.9 billion)
and non-cash items such as depreciation and amortization (¥67.8
billion).

@ Cash flows from investing activities

Net cash outflows from investing activities totaled ¥257.8 billion
(previous year: 212.3 billion inflow), mainly due to payments into
time deposits, acquisitions of property, plant and equipment and
acquisition of subsidiaries.

@ Cash flows from financing activities

Net cash outflows from financing activities totaled ¥89.6 billion
(previous year: ¥86.2 billion outflow), which reflected spending on
dividend payments and repayments of borrowings.

97 DAIICHI SANKYO GROUP VALUE REPORT 2023

(Billions of JPY)

FY2021 FY2022

Results Results YoY
Cash flows from operating activities 139.2 114.5 -24.7
Cash flows from investing activities 2123 -257.8 -470.1
Cash flows from financing activities -86.2 -89.6 -3.4
Net increase(decrease) in cash and
cash equivalents 265.3 Sera) g2
Effect of exchange rate change on cash _
and cash equivalents 166 12.3 43
Cash and cash equivalents at the end
of the year 662.5 461.9 -220.6
Free cash flows* 351.6 -143.3 -494.9

* Free cash flows = cash flows from operating activities + cash flows from investing activities

Summary of consolidated statement of cash flows

(Billions of JPY)

Cash flows
(S T ro g from operating
equivalents at activities
the beginning 114.5

of the year

Cashflows | EEIN

frominvesting Cash flows from JESENLIEE)
activities financing equivalents at the
-257.8 activities end of the year
-89.6 441.9*

662.5

As of April 1, 2022 As of March 31,2023

*Incl. effect of exchange rate (¥12.3 billion)

3. Capital expenditure

We continuously invest in plants and equipment, aiming to en-
hance and streamline production facilities as well as strengthen
and facilitate research and development. The investment amount
for FY2022 was ¥71.5 billion.

(Billions of JPY)
FY2020 FY2021
results results YoY
Capital expenditure (Construction Base) 56.2 71.5 15.3
Depreciation (property, plant and equipment) 33.2 36.3 31

Forecast for FY2023

Il Depreciation (property, plant and equipment) [l Capital expenditure
(Billions of JPY)
750 715

56.2

40,1
320290 313 332

FY2019 FY2020 FY2021 FY2022

Regarding revenue, the Company is expecting a 13.4% increase
in revenue year on year, to ¥1,450.0 billion by revenue increase
from our mainstay products such as Enhertu, Lixiana and Tarlige
although there are factors of decrease in revenue such as the
NHI drug price revision in Japan.

Core operating profit is expected to increase by 14.2% to
¥140.0 billion year on year due to the expected increase in gross
profit by an increased revenue, despite the expected increase in
expenses resulting from the intensive investment in the oncology

Forecast of consolidated financial results for FY2023

business, including the increase of profit share payments to
AstraZeneca due to increased sales of Enhertu and the expan-
sion of bDXd-ADCs development plan, etc.

Operating profit is expected to increase by 12.0% to ¥135.0
billion year on year due to the expected recording of temporary
expenses.

Profit for the year and profit attributable to owners of the
Company are expected to be ¥115.0 billion each, which is 5.3%
increase year on year.

(Billions of JPY)
FY2022 results FY2023 forecast YoY
Revenue 1,278.5 1,450.0 171.5 (+13.4%)
Core operating profit 122.6 140.0 17.4 (+14.2%)
Operating profit 120.6 135.0 14.4 (+12.0%)
Profit before tax 126.9 135.0 8.1 (+6.4%)
Profit attributable to owners of the Company 109.2 115.0 5.8 (+5.3%)

JPY exchange rates for major currencies (annual average rate)

FY2022 results FY2023 forecast
Usb/Jpy 135.48 130.00
EUR/JPY 140.97 140.00

Shareholder Returns

In order to achieve sustainable growth in corporate value, the basic
management policy determines profit distributions by comprehen-
sively evaluating essential investments for strategic growth and
profit returns to shareholders.

In line with the shareholder return policy in our current b-year
business plan, we will increase dividend according to our profit
growth or flexibly purchase treasury shares to further enhance
shareholder returns.

We will also adopt a dividend on equity (DOE) ratio based on
shareholders’ equity as a KPI to help ensure stable shareholder re-
turns. Our target is a DOE ratio of 8% or more in FY2025 exceeding
the cost of shareholders’ equity to maximize shareholder value.

In FY2022, our total dividends amounted to ¥30 per share

(a dividend increase of ¥3), including interim dividends of ¥15
per share and year-end dividends of ¥15 per share, as a result
of the sales revenue of Enhertu—the most important product
under our current 5-year business plan—increasing more than
expected, which caused us to increase the dividends sooner
than initially planned.

Our DOE ratio for the year was 4.1%, and we will continue to aim
for a DOE ratio of 8% or more in FY2025.

For FY2023, based on the shareholder return policy of the
current 5-year business plan, we intend to pay an annual divi-
dend of ¥34 per share due to an increased likelihood of achieving
our major FY2025 financial targets as a result of increased sales
of Enhertu, etc.
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