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PRESS RELEASE







August 18, 1999

Interim report 1 January – 30 June 1999

( Medivir buys back MIV-606 shingles drug

( Phase II studies of ME-609 herpes cream have started

( HIV drug MIV-150 approved  for clinical phase I trials

( Profit after financial items of 28.5 MSEK (-15.0 MSEK)
Medivir buys back MIV-606

Medivir has bought back MIV-606, a substance used for the treatment of shingles, formerly known as ABT-606 and previously licensed to Abbott Laboratories. Abbott took the strategic decision to focus its research in other areas and Medivir opted to buy back the project. The amount involved in buying back the project and Abbott’s manufacturing patent applications is 

1.9 MUSD and around 60,000 Medivir shares. In addition, Abbott will receive a small percentage of future royalty income. A directed non cash issue of shares corresponding to just under 

1 per cent of Medivir’s total share capital after the issue, was approved at an EGM of the company on 18 June 1999. The phase II study, paid for by Abbott, started in June 1998 and will be completed this year. The goal of the study is to demonstrate the efficacy of MIV-606 against the varicella zoster virus (VZV) which causes shingles.  Abbott has invested a substantial amount of money in the phase I and II clinical studies and in process development. These results and a large stock of clinical material have now been transferred to Medivir. Meanwhile, Medivir has already started looking for a new global partner to license the product to.

ME-609 herpes cream now in phase II

Medivir, partnered by AstraZeneca, has produced a new patent-pending treatment principle for cold sores and genital herpes, which has passed phase I with good results. Safety data from the study of healthy volunteers shows a positive safety profile. Leading international centres have been appointed for a phase II study that has now started in North America.

MIV-150 approved for clinical phase I start

In January this year Medivir signed three major contracts with the US pharmaceutical company Chiron Corporation. One of these agreements involves Chiron having exclusive rights to global marketing and sales of the HIV drug MIV-150. Medivir received 5 MUSD on the signing of the agreement and may receive a total of 35 MUSD if the MIV-150 substance receives approval as a drug after clinical trials. The agreement also includes Medivir receiving a royalty on sales up to and including 2017. Following Chiron’s decision to begin clinical trials, Medivir received a milestone payment of 3 MUSD at the end of June this year. The approval to start phase I clinical trials was given by the ethics committee following the close of the reporting period, and patient recruitment has started. The second agreement involves a research partnership around new HIV drugs. This agreement may give Medivir 4 MUSD over the next two years. In a third agreement Medivir acquiers access to combinatorial chemistry developed by Chiron. This technique enhances rapid optimising of pharmaceutical substances, and researchers from Medivir have been receiving training at Chiron.

Other research activities

Medivir’s patent-pending pro-drug to combat hepatitis B, the FLG-pro-drug, is being prepared for clinical trials next year. FLG has shown good efficacy against hepatitis B in cell-based tests. In contrast, two competing hepatitis b projects have recently been terminated by other companies.

Further international patent applications regarding core parts of Medivir’s pro-drug project were submitted in the second quarter. The purpose of the project is to modify existing and upcoming drugs to improve their absorption in the gastro-intestinal tract. Medivir is carrying out research and development on protease inhibitors for HIV. A pharmaceutical candidate has been selected and pre-clinical projects for synthesis development and scaling up start this autumn. Agrivir AB, the name of Medivir’s joint venture with BioAgri AB, has produced positive results. The purpose of the partnership is to identify new agents for combating fungal infections which cause disease. Active components have been identified and are currently undergoing isolation and structural analysis.

Medivir Group income and expenses

The Group’s net sales increased to 110.502 (36.458) MSEK. Operating costs increased to 

-85.554 (-55.834 ) MSEK. This item includes depreciation of goodwill of -0.846 

(-0.849) MSEK. Net financial items were 2.317 (4.138) MSEK. The profit after financial items increased to 28.470 (-14.987) MSEK. The profit per share was 4.30 (-2.27) SEK. 

The parent company, Medivir AB, reports net sales of  74.589 (3.775) MSEK and an operating profit of 22.185 (-22.286) MSEK. The profit after financial items increased  to 24.415 (-18.463) MSEK. The rise in net sales and profit is mainly related to the licensing of MIV-150 to Chiron 

(8 MUSD). The rise in costs is due to increased R&D costs, since several projects are approaching clinical trial stage and the final payment to Eli Lilly during the first quarter. Net sales at CCS AB increased over the reporting period to 35.083 (32.117) MSEK. The operating profit was 4.745 

(4.164) MSEK and the profit after financial items  was 4.800 (4.512) MSEK. Of CCS’ total invoiced sales, 8.818 (8.819) MSEK came from contract manufacturing and 23 (25) per cent from export sales. Production margins have improved but increased marketing and launch costs are reflected in the profit.

Financial position

The Group’s liquid assets, including short-term investments, were 143.362 (133.334 on 

31 December 1998) MSEK. As at 30 June 1999 and 31 December 1998, the company had no interest-bearing liabilities. Shareholders’ equity rose to 245.475 (210.539 on 31 December 1998) MSEK. The Group’s equity ratio was 88.5 per cent, compared to 89.4 per cent on 31 December 1998. On 18 June 1999 an Extraordinary General Meeting approved a directed non cash issue to Abbott adding 6.466 MSEK to shareholders equity. Medivir acquired the MIV-606 project, partly through the non-cash issue and partly through a cash amount of 1.9 MUSD. The MIV-606-project is disclosed under inventories.

Investments

Gross investments in the Group’s fixed assets for the period were 4.456 MSEK (9.579 MSEK). Investments are mainly related to acquisition of research equipment for Medivir AB, as well as production equipment for CCS AB and rebuilding of  existing premises to GMP standard.




Consolidated Income Statement / summary (SEK 000)


January- 
January- 
January-
January-


June
June
June 
 Dec.



1999 
1998 
1997 
1998
Turnover etc. 

Net sales 
110 502
36 458
43 407
69 473

Change in inventories 
778
210
-1 925
301 

Other turnover
427
41
0
249

Total turnover, etc.
111 707
36 709
41 482
70 023

Operating costs

Raw materials & supplies 
-15 144
-15 179
-13 105
-28 083

Other external costs
-46 022
-19 498
-14 732
-50 333 

Personnel costs
-20 010
-17 575
-13 842
-35 503 

Depreciation 
-4 378
-3 582
-2 758
-7 555 

Total operating costs
-85 554
-55 834
-44 437
-121 474  

Operating profit
26 153
-19 125
-2 955
-51 451

Profit from financial investments

Profit from other securities 

and recivables
0
0
0
5 314 

Other interest income, etc.
2 361
4 142
5 249
7 513 

Interest expenses, etc.
-44
-4
-62
-161 

Total profit from 

financial investments
2 317
4 138
5 187
12 666 

Profit after financial items 
28 470
-14 987
2 232
-38 785

Taxes
0
0 
-891
95 

Net profit for the period
28 470
-14 987
1 341
-38 690


Consolidated Balance sheet / summary (SEK 000)


30 June 
30 June 
30 June
31 Dec. 


1999
1998
1997
1998

Assets

Fixed assets
Intangible fixed assets
27 328
29 020
30 791
28 176

Tangible fixed assets
51 327
47 468
31 305
50 478 

Financial fixed assets
3 133
5 257
5 207
3 133

Total fixed assets
81 788
81 745
67 303
81 787 

Current assets

Inventories
36 520
11 197
10 632
10 504

Current receivables
15 601
19 997
17 925
9 845 

Cash & bank balance & other  

short-term investments 
143 362
146 527
188 705
133 334 

Total current assets
195 483
177 721
217 262
153 683 

Total assets
277 271
259 466
284 565
235 470

Liabilities and 

shareholders’ equity
Shareholders’ equity 
245 475
232 425
251 400
210 539 

Provisions 
6 498
6 752
6 968
6 498 

Long term liabilities 
0
0 
150 
0 

Current liabilities
25 298
20 289
26 047
18 433

Total liabilities and 

shareholders’ equity 
277 271
259 466
284 565
235 470

Financial ratios

 
January- 
January- 
January-
January-


June’99  
June ‘98  
June’97 
Dec ‘98

Return on: 

– equity, % 
12.5    
-6.2    
 0.5    
-16.9

– capital employed, %
12.5    
-6.2    
 1.0    
-16.9 

– total capital, % 
11.1    
-5.6    
 0.8    
-15.1

Average number of shares, 

thousands*
6 626    
 6 596    
 6 596    
 6 596

Number of shares at the end 

of the period, thousands*
6 655    
 6 596    
 6 596    
 6 596

Earnings per share, SEK*
4.30
-2.27
0.20 
 -5.87

Shareholders’ equity 

per share, SEK*
36.89 
 35.24 
 38.11 
 31.92

Earnings per share, SEK**
4.21
-2.03
0.33 
 -5.31

Shareholders’ equity 

per share, SEK**
42.66 
 41.14 
 43.87 
 38.11

Equity ratio, % 
88.5    
 89.6    
 88.3    
 89.4

Earnings per share, forecast, SEK 
0
–
–
–

* Adjusted for bonus issues and split.

** Adjusted for bonus issues and split and after full exercise of outstanding warrants.




Consolidated Cash Flow statement / summary (SEK 000)


January- 
January- 
January-
January-


June 
June  
Dec. 
Dec.


1999 
1998 
1998 
1997

Operating profit
26 153
-19 125
-51 451
-12 229 

Depreciation
4 378
3 582
7 555
6 028

Financial items
2 318
4 138
126 66
9 668 

Capital gains on divested 

fixed assets
0
0
-5 113 
-34

Tax paid
0
0
-158 
-300

Cash flow before changes in 

working capital & 

investments 
32 804
-11 405
-36 5 01
3 133
Change in working capital
-24 912
-6 816
2 166
3 676

Directed non cash issue
6 466
0
0
0

Cash flow before 

investments 
14 358
-18 221
-34 335
6 809  

Investments in fixed assets
-4 456
-9 629
-15 796
-23 718

Disposals of fixed assets
126
0
7273
35 

Cash flow after investments
10 028
-27 850
-42 858
-16 874

Financial payments 
0
240
2 055 
-300 

Change in liquid assets
10 028
-27 610
-40 803
-17 174 

Liquid assets, opening 

balance 
133 334
174 137
174 137 
191 311

Change in liquid assets
10 028
-27 610
-40 803
-17 174 

Liquid assets, closing 

balance 
143 362
146 527
133 334
174 137





Consolidated Income Statement / summary (SEK 000 )


April- 
April- 
April-


June 
June  
June 


1999 
1998 
1997 

Turnover etc.

Net sales 
49 444
17 995
22 061 

Change in inventories 
335
546
-556 

Other turnover
317
41
0 

Total turnover, etc.
50 096
18 582
21 505 

Operating costs

Raw materials & supplies 
-7 568
-7 848
-6 673 

Other external costs
-13 527
-9 794
-8 362  

Personnel costs
-9 920
-9 408
-7 417  

Depreciation 
-2 202
-1 844
-1 429  

Total operating costs
-33 217
-28 894
-23 881  

Operating profit
16 879
-10 312
-2 376 

Profit from financial 

investments

Profit from other securities 

and recivables
0
0 
0  

Other interest income, etc.
1 185
2 072
2 733  

Interest expenses, etc.
-39
0
-45  

Total profit from 

financial investments
1 146
2 072
2 688  

Profit after financial items 
18 025
-8 240
312

Taxes
0
0 
-251  

Net profit for the period
18 025
-8 240
61

CCS introduces new products at Apoteket chain

Apoteket AB has introduced CCS Sport Kroppsmilk and Duschgel products. These products are the first in a new range of products aimed at active people with a sporty life style. Two new pharmaceuticals, Karbasal, a moisturing cream, and Klorhexidin CCS, an antiseptic, were also launched during the period under review. Both products are non-prescription and are more attractively priced than competing products.

Naturén launched at Hemköp stores

CCS’ new range of skincare products called Naturén is going to be launched in Hemköps around 100 stores. Another retail chain, Life, has recently launched this new range of body hygiene and skincare products at its around 100 stores in Sweden.





Sales continue to rise at CCS

The trend in sales of free retail goods, sterile solutions and pharmaceuticals continues positive. Sales of recently launched products starts promising. Sales of CCS’ major product group, free retail goods, increased by 13 per cent over the period to 20.044 from (18.033) MSEK. Sales of CCS sunscreens increased by 49 per cent. The increase was partly due to a positive research report, highlighted by the media. The report said that sunscreens should consist of zinc oxide and titanium dioxide which CCS products do. Sales of CCS-registered pharmaceuticals rose by 32 per cent to 5.316 (4.028) MSEK. Sales of CCS sterile solutions increased over the reporting period by 12 per cent to 2.552 (2.287) MSEK. Sales of CCS Minilancet fell by 24 per cent to 4.472 (5.895) MSEK. This is due to an inventory rationalisation at the distributor. Sales of CCS’ range of dental products increased to 1.441 (1.421) MSEK. Invoiced sales at CCS (UK) Ltd were 1.631 (1.315) MSEK, an increase of 22 per cent in local currency.

Change processes start to produce results

In 1998 CCS started several change projects directed at enhancing production and increasing market orientation. The improvement in CCS margins due to enhanced production efficiency and purchasing agreements has been reinvested in the expanded marketing efforts.

Outlook

In line with previous forecasts, Medivir expects to break even in 1999. This forecast remains. 

Jonas Frick, President and CEO 

Huddinge 18 august 1999

For more information, please contact,  

Jonas Frick, President or Anna Bernsten, Vice President Business Development and Investor Relations, tel. +46 (0) 8 608 31 00. Lunastigen 7, SE-141 44 Huddinge, Sweden, 

tel: +46 8 608 31 00, fax: +46 8 608 31 99, e-mail: medivir@medivir.se
Medivir is a research and development company which develops new and better substances for the treatment of infectious diseases. The subsidiary company CCS AB develops, manufactures and markets body-care products and pharmaceuticals. The Group, was introduced on the Stockholm Stock Exchange in November 1996 and consists of the parent company, Medivir AB, the CCS AB subsidiary and UK company CCS (UK) Ltd.
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