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        Press Release, 26 April 2002
MEDIVIR, INTERIM REPORT, 1 January – 31 March 2002
· 
· 
· MIV-606 against shingles: US market rights outlicensed to Reliant Pharmaceuticals, raising a SEK 50 m up-front payment. Medivir entered another strategic alliance with Reliant regarding rights to the European and Asian markets.

· MV026048 against HIV: Medivir entered an outlicensing agreement with Roche after the end of the accounting period, generating an SEK 50 m up-front payment in Q2. SEK 20 m will be raised as a directed share issue provided by the extra shareholder meeting’s approval.

· MIV-150 against HIV: After the end of the accounting period Chiron announced that they will return the project to Medivir.

· Magnus Falk was elected to Medivir’s Board.

· The Board revoked its motion regarding a staff stock option program coincident with the AGM.

· Profit after financial items increased to SEK 2.8 (-34.7) m; net sales were SEK 86.6 (30.2) m.

· CCS’ net sales grew to SEK 35.0 (30.7) m; operating earnings were SEK 3.1 (4.7) m.

Forthcoming Reports in 2002

The Second-quarter Interim Report will be published on 8 July 
The Third-quarter Interim Report will be published on 31 October

The Financial Statement will be published on 14 February 2003

Medivir’s financial reports are available from its Website, www.medivir.se as of these dates, under the ‘Financial Information’ heading.

For more information, please contact:

Jonas Frick, CEO and President, tel: +46 (0)8 608 3117

Rein Piir, CFO and VP, IR, tel: +46 (0)8 608 3123

The Medivir Group

Medivir is an innovative specialist pharmaceuticals research and development company. Medivir's research is focused on developing substances into new pharmaceuticals based on proteases and polymerases as target enzymes. Research and development is pursued at Cambridge, UK and Huddinge, Sweden.

The group comprises Medivir AB, the subsidiaries Medivir UK Ltd. and CCS AB, plus second-tier subsidiaries CCS (UK) Ltd. and Nordic Care Sweden AB. Medivir has been quoted on the Stockholm Stock Exchange O-list since 1996. 

Medivir’s research portfolio comprises projects against HIV, jaundice, shingles, cold sores, osteoporosis, asthma, multiple sclerosis and rheumatoid arthritis. Medivir has four projects in clinical development phases, two of which are entering phase III after completing phase II. One project is in phase II and one is in phase I. 

Medivir's preclinical research encompasses a number of projects, one of which is in its late preclinical phase, one in its optimization phase and one in the model substance identification phase.
Medivir’s explorative preclinical operations harbor some ten projects.

Introduction

After the end of the accounting period, Medivir entered an outlicensing agreement with Roche regarding Medivir’s CD (candidate drug) MV026048 HIV-NNRTI. 
Its Cathepsin projects, which enjoy substantial commercial potential, have progressed well—the preclinical research has advanced rapidly. Medivir has made some ground-breaking discoveries, raising the significance of these projects, which are an element of Medivir’s efforts to establish an efficient, high-quality, commercially driven preclinical research organization, capable of regularly producing new candidate drugs (CD) based on polymerases and proteases as targets.

Medivir’s development initiatives are oriented on completing clinical trials on MIV-310 in phase IIa and MIV-210’s preclinical efficacy and toxicological studies, in clinical phase I.

Medivir’s business development unit was reinforced in 2001. Efforts are focused on identifying partnerships for the following clinical projects: ME-609,MIV-310 and MIV-210, and to evaluate other business opportunities and research collaborations.
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Medivir’s Clinical Development Portfolio

MIV-606 against Shingles

Although Nasdaq-quoted Alkermes acquired Reliant Pharmaceuticals LLC in March, this has no bearing on the agreement Medivir reached with Reliant in February, which has three key elements:

Alkermes/Reliant will be Medivir’s partner, being responsible, and providing funding, for clinical phase III trials, applying for market registration in the US and other countries, and assuming approval, marketing and selling MIV-606 in North America. The licensing rights in North America amount to USD 17 m, of which USD 5 m will be submitted in an up-front payment. The remaining USD 12 m will be paid upon the achievement of specific development stages. Moreover, Medivir will receive double-digit percentage royalties. 

Medivir will retain Nordic market rights for MIV-606.

Moreover, the two companies amounted a strategic alliance with Reliant and Medivir jointly providing marketing partners in all countries outside their respective territories. Future revenues from partnerships outside North America will be shared, apart from Medivir receiving a greater proportion in Europe as a consequence of its presence in the UK and Sweden.

Efforts to transfer material relating to MIV-606 to Reliant are running at full speed; the planning of ongoing trials has begun.

ME-609 against Oral Herpes (cold sores)

A prospectus for the forthcoming outlicensing and partnership of ME-609 was completed in the latter half-year 2001. Efforts to outlicense the project began in late 2001, and are ongoing.

MIV-150 against HIV

On 24th of April Chiron announced that it has decided to stop the collaboration with Medivir on MIV-150 (HIV-NNRTI) as a result of its regular and normal re-evaluation of development priorities. The project will be returned to Medivir. Our present pipeline includes novel and innovative HIV drugs of different types, both NNRTI, NRTI and protease inhibitors in various stages of development. In view of these promising ongoing projects Medivir will not invest further resources in MIV-150.
MIV-310 against Multiresistant HIV

In late October 2001, a phase IIa trial on Medivir’s HIV substance against multiresistant HIV began. This trial will be completed and reported before the end of Q2 2002 and the intention is to present the results at the International AIDS Congress in Barcelona in July 2002.
MIV-210 against Hepatitis B (jaundice)

A phase I trial demonstrating MIV-210’s very good oral absorption, when adminstered in capsular form, with no sign-effects observed, was reported. MIV-310 has also demonstrated good efficacy against multiresistant HIV in cell culture studies. Preclinical efficacy and toxicology trials continued in the quarter, and are now in their conclusive phase. The work is now ongoing in order to put together all data in a prospectus for future outlicensing.
Medivir’s Preclinical Research

Project Progress

Medivir has four projects in late preclinical phases.

MV026048 is a polymerase inhibitor of the NNRTI type, which is in late preclinical development. After the end of the accounting period, Medivir outlicensed this project to Roche, who immediately will take over development responsibility. Its objective is to begin clinical trials in 2003.

Roche will make up-front and milestone payments to Medivir totaling USD 42 m, if the product reaches the market. Roche’s up-front payment amounted to USD 5 m, including USD 2 m in new Medivir stock. Moreover, Roche will pay royalties on sales.

Roche will be responsible for drug development, and possess exclusive global market rights for MV026048 outside the Nordic countries, which Medivir will retain.

The Cathepsin S inhibitor against autoimmune diseases, now in its optimization phase, is Medivir’s second late preclinical project. The project is a “joint venture” on 50:50 basis with Peptimmune targeting RA (rheumatoid arthritis) and MS (multiple sclerosis). In late 2001, a trial was reported demonstrating that a low-molecular inhibitor of the protease enzyme Cathepsin S, developed by Medivir, suppresses the development of arthritis in a model of this disease. Project development will be further intensified in the year.

Cathepsin K protease is involved in the break-down of skeletal tissue, a process that slows markedly if this enzyme is inhibited. Medivir’s Cathepsin K project is now entering its optimization phase.

Protease inhibitors are the drug group against HIV associated with the most problematic side-effects and the only group whose sales are declining. Against this background, Medivir will now orient the HIV protease project on producing novel compounds, capable of satisfying the demanding standards we apply to the next-generation of HIV protease inhibitors.

Medivir has over ten explorative activities, which will result in more projects in late research phases in due time.

CCS

CCS’ proprietary products are sustaining healthy sales growth. Ordinary retail goods and pharmaceuticals—two of CCS’ biggest product groups—achieved 25% and 15% gains respectively.

During the period, the fine-tuning of facilities for eye-care products and the contract manufacture of nasal decongestion Nezeril were completed. Production, delivery and the associated revenues from eye-care products, and Nezeril, will begin in the second quarter.

CCS operating profit continued to perform positively during the period excluding extraordinary items. The results were burdened with costs for the restructuring of Nordic Care AB, for the take-over of AstraZeneca’s eye-care products and contract manufacture of Nezeril.

CCS’ operating margins will return to normal levels, as the sale of the aforementioned eye-care products and the contract manufacture of Nezeril gets underway in the second quarter.

Medivir AB—New Board Member and Chairman

The Annual General Meeting on 9 April 2002 approved the Nomination Committee’s proposal of 2002 to re-elect Board members Lars-Göran Andrén, Nils Gunnar Johansson, Alf Lindberg, Lennart Philipson, Anders Vedin, Anders Wiklund and Bo Öberg, and to elect Board member Magnus Falk. Board member Hans Dalborg denied re-election.

The new Board member, Magnus Falk, is the Chief Executive Officer of Nordea Bank Sverige AB (formerly Nordbanken); his other executive positions include chairmanship of the Swedish postal giro system and Board membership of Frontwalker AB and Ticket AB.

Anders Vedin was appointed Chairman of the Board at the Board meeting following election.

Medivir’s consolidated Turnover and Costs

The Group

Consolidated net sales amounted to SEK 86,560,000 (30,250,000) in the period. Operating costs were SEK -85,546,000 (-70,979,000), including SEK –841,000 (-841,000) of goodwill amortization. The net financial position was SEK 1,028,000 (4,105,000). Profit after financial items was SEK 2,788,000 (-34,676,000).

Medivir

The net sales generated by Medivir’s research operations, encompassing Medivir AB and Medivir UK Ltd., amounted to SEK 51,886,000 (0) in the period; the turnover increase is attributable to the outlicensing of MIV-606 to Reliant. Revenues from the new agreement with Roche will arrive in Q2. Operating costs amounted to SEK -52,428,000 (-42,407,000), divided between external costs of SEK -30,798,000 (-23,891,000), personnel costs of SEK -17,866,000 (-15,455,000) and depreciation of -3,764,000 (-3,060,000). External costs include approximately SEK 7,500,000 relating to the write-off of parts of the inventory item in Medivir AB relating to MIV-606.

Operating profits were SEK –542,000 (-42,683,000). The profit gains are mainly due to the outlicensing of MIV-606. Profit after financial items stood at SEK 534,000 (-38,662,000).

CCS

The CCS group includes CCS AB, Nordic Care Sweden AB (NCS AB) and CCS UK Ltd. CCS’ net sales were SEK 34,955,000 (30,656,000). CCS’ consolidated operating profit amounted to SEK 3,144,000 (4,743,000); profit after financial items was SEK 3,096,000 (4, 827,000). 

The sales growth is due to the sustained positive sales performance of CCS’ proprietary products. CCS’ two biggest product groups—ordinary retail goods and pharmaceuticals—registered 25% and 15% gains respectively. During the first quarter, CCS’ UK subsidiary began the launch of foot-care products at Lloyds, a major chemists retail chain. CCS’ products have been distributed by Boots for some time.

Of CCS AB’s products sales, 31.5 (35.9)% comprise contract manufacture and 13.4 (16.4)%, export sales.

Operating profit in the period was subject to costs for restructuring NCS AB, for the take-over of AstraZeneca’s eye-care products and the contract manufacture of nasal decongestion Nezeril. Production, delivery and the associated revenues from the eye-care products and Nezeril will begin in the second quarter.

The CCS group’s personnel costs increased as a consequence of over 40 new staff in 2001, the result of measures including CCS’ increased share of contract and skin-care product manufacture, the forthcoming manufacture and sale of CCS’ new eye-care range, the contract manufacture of Nezeril and the acquisition of NCS AB.

Financial Position

Consolidated liquid assets including short-term investments stood at SEK 175,981,000 (182,732,000 at year-end 2001), with the market value of listed equities, of SEK 15,511,000 (15,554,000 at year-end 2001) being additional. At the end of the period, interest-bearing liabilities were SEK 2,402,000 (692,000). Shareholders’ equity was SEK 363,299,000 (462,183,000). The consolidated equity ratio was 87.0%, against 88.1% at year-end 2001.

Investments

Gross investments in consolidated tangible fixed assets were SEK 1,598,000 (7,299,000), investments primarily attributable to the acquisition of research equipment for Medivir, and production equipment for CCS.

Accounting Principles

The group has observed the Swedish Annual Accounts Act when preparing this financial statement. Its accounts and valuation principles are consistent with RR’s (the Swedish Financial Accounting Standards Council) recommendations and statements.

Outlook 

In 2002, research costs will be consistent with 2001. After recent outlicensing agreements relating to MIV-606 and MV026048, Medivir will receive over SEK 80 m in revenues, equivalent to a liquidity injection of some SEK 100 m. CCS is expected to achieve positive full-year sales and profit performance.

Medivir

The Board

Huddinge, Sweden, 26 April 2002.

This report has not been subject to specific review by Medivir’s auditors.

CONSOLIDATED INCOME STATEMENT

Summary, SEK 000



2002
2001
2000
2001


Jan-Mar
Jan-Mar
Jan-Mar
Jan-Dec

Turnover etc.
Net turnover

86,560
30,250
25,003
125,891

Change in inventories
724
1 924
175
805
Capitalized work on behalf of other parties
0
0
0
0
Other turnover


23
24
16
199

Total turnover
87,306
32,198
25,194
126,895

Operating costs

Raw materials and consumables
-15,237
-14,736
-8,160
-53,789
Other external costs




-36,905
-28,220
-17,202
-104,604

Personnel costs
-27,454
-23,022
-11,547
-100,096

Depreciation
-5,950
-5,000
-2,257
-21,302

Total operating costs
-85,546
-70,979
-39,166
-279,790

Operating profit
1,760
-38,781
-13,972
-152,895
Profit from financial 

investments

Profit from other securities

and receivables
23
30
174
213
Other interest income, etc.
1,375
4,172
1,205
13,433,

Interest costs, etc.
-370
-97
-34
-168
Total profit from financial

investments
1,028
4,105
1,345
13,477
Profit after financial items
2,788
-34,676
-12,627
-139,418
Tax*
0
0
0

3 625

Net profit
2,788
-34,676
-12,627
-135,793
* The group has estimated accrued tax-deductible losses of at least SEK 300 m until 2001 inclusive.






























CONSOLIDATED BALANCE SHEET

Summary, SEK 000


2002
2001
2000
2001

31 Mar
31 Mar
31 Mar
31 Dec
Assets

Fixed assets
Intangible fixed assets

36,429
39,795
26,057
37,270

Tangible fixed assets
106,725
100,222
55,844
110,948
Financial fixed assets
3,130
3,321
3,133
3,130
Total fixed assets
146,285
143,337
85,034
151,348
Current assets

Inventories





45,729
47,835
36,777
50,306

Current receivables
49,413
29,110
18,004
25,734

Short-term investments
164,272
274,326
112,068
163,544

Cash and bank balances
11,709
19,507
15,586
19,188

Total current assets
271,123
370,777
182,435
258,772

Total assets
417,408
514,115
267,469
410,120
Liabilities and shareholders’ equity 

Restricted equity
569,628
574,997
237,233
570,704
Accumulated deficit/non-restricted equity
-206,329
-112,814
-11,382
-209,525
Total shareholders’ equity           Note 1
363,299
462,183
225,851
361,179
Provisions


4,494
5,260
6,245
4,494

Long-term liabilities
870
0
0
953

Current liabilities
48,744
46,671
35,373
43,494
Total liabilities 

and shareholders’ equity
417,408
514,115
267,469
410,120
Note 1

Change in shareholders’ equity (SEK 000)



Restricted
Accumulated deficit/
 Total 


equity
non-restricted equity
share-

holders’ 

equity

Balance sheet, 31 Dec. 2001
570,704
-209,525
361,179
Transfer between restricted and non-restricted 

reserves



-1,076
1,076
0

Translation differences

-668
-668

Net profit

2,788
2,788
Balance Sheet, 31 Mar. 2002
569,628
-206,329
363,299
CONSOLIDATED CASH FLOW STATEMENT

Summary, SEK 000



2002
2001
2000
2001


Jan-Mar
Jan-Mar
Jan-Mar
Jan-Dec

Ongoing operations

Operating profit after financial items
2,788
-34,676
-12,627
-139,418
Adjustment for items 

not included in cash flow:
Depreciation and write-downs
5,950
5,000
2,257
22,846
Exchange rate and translation differences
17
-383
0
-1,599
Capital gains(-)/loss (+) on divested 

fixed assets
26
0
0
109
Tax paid
-1,051
-1,111
-433
-1,431
Cash flow from ongoing operations
before change in working capital
7,730
-31,169
-10,803
-119,492
Change in working capital
-12,800
-10,294,
-2,716
-12,039
Cash flow from ongoing operations
-5,070
-41,463
-13,519
-131,531
Investment activity

Acquisitions of tangible fixed assets
-1,598
-7,299
-6,451
-31,342
Acquisitions of financial fixed assets
0
-202
0
0
Divestments of tangible fixed assets
0
0
0
62
Divestments of financial fixed assets
0
0
0
3
Investment grant received
0
0
0
1,789
Cash flow from investment activity
-1,598
-7,501
-6,451
-29,487
Financing activity

Financial payments
0
13
0
13
Increase in long-term liabilities
-83
0
0
953
Cash flow from financing

activity
-83
13
0
966
Cash flow for the period
Liquid assets, opening balance*
182,732
342,784
147,625
342,784
Change in liquid assets
-6,751
-48,951
-19,970
-160,052
Liquid assets, closing balance*

175,981
293,833
127,655
182,732
* Liquid assets refer to cash, bank balances and short-tem investments.

The market value of listed equities, of SEK 15,510,000 (15,554,000 at year-end 2001) is additional to the above.

KEY FIGURES



2002 
2001
2000
2001


Jan-Mar
Jan-Mar
Jan-Mar
Jan-Dec

Return on:

- equity, %
0.77
-7.23
-5.44
-31.64

- capital employed, %
0.87
-7.21
-5.42
-32.48
- total capital, %
0.76
-6.50
-4.62
-28.99
Ave. no. of shares, 000s
8,288
8,288
6,655
8,288
Number of shares at end of period, 000s
8,288
8,288
6,655
8,288
Outstanding warrants, 000s
313.4
450.3
333.5
313.4
Earnings per share, SEK
0.34
-4.18
-1.90
-16.38
Shareholders’ equity per share, SEK
43.83
55.76
33.94
43.58
Cash flow per share after

investments, SEK
-0.80
-5.91
-3.00
-19.43
Earnings per share, SEK*
0.38
-3.90
-1.74
-15.57
Shareholders’ equity per share, SEK*
48.22
60.92
39.78
48.14



Equity ratio, %
87.04
89.90
84.44
88.07
For the EPS forecast for 2002, please refer to “Outlook” under the section on Medivir’s consolidated turnover and costs.
*After full utilization of outstanding warrants.
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