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10 August 1999

Interim Report 1 January – 30 June 1999

Icon Medialab International AB

· Net sales up a record 228 per cent
The group achieved net sales of SEK 151.7 (46.2) million for the first six months. Net sales generated by Medialabs abroad soared 488 per cent. 

· Foreign subsidiaries generate more than 50 per cent of net sales

Foreign subsidiaries advanced their net sales share from 29 to 51 per cent, and accounted for SEK 77.7 (13.3) million of the SEK 151.7 (46.2) million group net sales for the period.

· Operating profit before goodwill amortisation: SEK -29.8 (-14.0) million  
The group recorded a negative operating profit of SEK -34.6 (-14.5) million after adjusting for goodwill amortisation of SEK 4.8 (0.5) million. Medialabs in Sweden, Finland and Spain achieved positive operating profits for the first six months. Newly acquired operations in France and Italy also made positive operating profit contributions.

· Profit net of financial items: SEK -36.0 (-15.5) million 

Net financial earnings were affected by development costs in associated group company WebCat.

· Headcount more than triples in one year

As of 30 June, the group employed 566 people, up 266 since 1 January 1999, and an increase of 380 on the corresponding period last year.

· IPG partnership confers new clients including Coca-Cola and Nestlé

· Substantial degree of institutional and foreign ownership underscores market confidence in Icon Medialab 

· Sustained robust growth rates in 2000

The Board reiterates its forecast of full-year net sales of SEK 400 million in 1999. In 2000, the Board anticipates sustained exceptional net sales growth.

Icon Medialab International AB (publ.), subsequently referred to as Icon Medialab, is Europe's leading Internet consultancy, and operates on the market for interactive digital communication services. Such services include solutions for the Internet, intranets, extranets and e-commerce, supplied with a high degree of professionalism, creativity and quality.

Unless otherwise indicated, this interim report concerns Icon Medialab International.
Net sales and profit

Group net sales for the first six months of 1999 were SEK 151.7 (46.2) million, up 228 per cent on the same period last year. The foreign net sales share rose from 29 per cent in 1998 to 51 per cent—foreign subsidiaries now generate the majority of group sales.

The following table illustrates the distribution of net sales during the first six months of 1999, compared to the year-ago period and full-year 1998.
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1999

1998

1998

Jan - Jun

Jan - Jun

Jan - Dec

Medialab Sweden

70.7

32.0

81.9

Other Medialabs

84.7

14.4

43.9

Medialab total

155.4

46.4

125.8

Other operations

10.9

5.8

22.6

Group items

-14.6

-6.0

-17.1

Total

151.7

46.2

131.3


The group recorded an operating profit of SEK -34.6 (-14.5) million after adjusting for goodwill amortisation of SEK 4.8 (0.5) million. The Medialabs in Sweden, Finland and Spain achieved positive operating profits for the first six months, while achieving net sales growth of about 150 per cent. Newly acquired operations in France and Italy also posted positive operating profits and contributed positively to the group after goodwill amortisation and tax.

The following table illustrates group expenses and operating profit excluding goodwill amortisation.
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1999

1998

1998

Jan - Jun

Jan - Jun

Jan - Dec

Net sales

151.7

46.2

131.3

Production exp.* excl. goodwill amort.

-118.6

-35.2

-99.9

Gross profit excl. goodwill amort.

33.1

11.0

31.4

Sales expenses excl. goodwill amort.

-18.1

-8.4

-20.6

Admin. exp. excl. goodwill amortisation

-45.2

-16.6

-50.6

Other revenues/expenses

0.4

-

0.2

Operating profit excl. gdwill amort.

-29.8

-14.0

-39.6

Goodwill amortisation

-4.8

-0.5

-0.9

Operating profit

-34.6

-14.5

-40.5

 

*Production expenses include personnel expenses, consultants and a proportion of overheads such as premises expenses and depreciation.

The group profit net of financial items was SEK -36.0 (-15.5) million for the period, which includes a SEK -1.3 (0.1) million loss derived from associated group company WebCat, which is in the publishing business and is currently developing an Internet-based educational application.

The following table illustrates trends in quarterly net sales, operating profit and profit net of financial items from 1997 to 1999.
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1997

1998

1999

Q1

Q2

Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Net sales

6.0

8.7

10.5

17.9

23.3

22.8

30.4

54.7

61.0

90.7

Operating profit

-3.8

-5.8

-6.8

-8.1

-5.3

-9.2

-13.8

-12.1

-17.0

-17.6

Profit after fin. items

-3.8

-5.3

-7.2

-8.4

-5.8

-9.7

-13.4

-5.2

-16.8

-19.1


Operations

In the global marketplace, an increasing number of sector companies have announced plans to go public, diversifying their ownership, and allowing them to consolidate their financial resources. Nevertheless, Icon Medialab still enjoys a big lead and secure presence in twelve local markets.

All group subsidiaries experienced firm demand, healthy order bookings and high capacity utilisation during the first six months of 1999. Selected case studies of projects completed or in progress during the period follow.

Icon Medialab’s Spanish office finalised the first project phase of www.opel.es—a brand-new multimedia experience for automaker Opel/Vauxhall, launched at the end of April. Built using cutting-edge Internet technology, the Website offers a trip through Opel’s history, a visit to an Opel plant and a virtual showroom, showcasing Opel’s models in various colours and price ranges. The second phase is now in progress; its objective is to provide Website visitors with customer service, financing and access to Opel’s reseller network.      

The Bank of Ireland Offshore Internet Bank chose Icon Medialab’s London operation to build on-line bank Fsharp along with five other solutions providers. Icon is responsible for the design and construction of the presentation layer in the transaction and marketing sections of www.fsharpbank.com. This project implementation is focused on end-users. Our London office’s HCI (human-computer interaction) team is in close collaboration with the client’s R&D department and are conducting interviews to ensure the site fulfils, or exceeds, user expectations of user-friendliness and functionality.

Working alongside Siemens Microelectronics in San Francisco (now Infineon Technologies), Icon Medialab implemented an Internet-based sales and incentive system designed to train and motivate distributor salespeople. Siemens is a global electronics company with more than 400,000 employees in 190 countries.

Icon Medialab’s newly acquired Italian operation is developing an Internet-based system for leading Italian automaker Fiat. The system will utilise a centrally defined template to enable Fiat to build individualised Websites for local markets using the appropriate language. This system will enable Fiat to ensure consistent brand communication via the Internet worldwide. The system is database driven, with editing via an ordinary Web browser. The databases include price, technical specification and car reseller information, which can all be updated via the system. Currently, twelve of Fiat’s national HQs use the system; more are being added every month. 

The Oslo subsidiary has an established long-term customer relationship with Tomra, which so far, has encompassed construction of an Internet site as well as an array of intranet tools. Tomra is the world leader in machines designed to process returnable bottles and cans. The intranet has facilitated worldwide communication between Tomra’s technical service personnel and incorporates modules for functions such as technical manuals, software distribution and a variety of other tools that make knowledge transfer more efficient. Modules are being added to both the Internet and the intranet as needs arise, to help maintain Tomra’s position in the forefront of its industry.

IPG

The agreement with the Interpublic Group of Companies Inc. (IPG) approved by the Annual General Meeting on 27 April 1999 entailed an initial investment by IPG in Icon Medialab and the merger of Icon Medialab in Oslo with IPG-owned Thunder House AS. In addition, global co-operation between the groups has begun. This strategic collaboration makes Icon Medialab a “preferred provider” of interactive services to IPG companies. As a result, Icon Medialab will gain access to IPG’s extensive global client base. The partnership has conferred clients such as Coca-Cola and Nestlé. The Icon Medialab Oslo/Thunder House merger makes Icon Medialab one of Norway’s largest Internet consultancy players.

IPG, headquartered in the US, is a communications services corporation with a world-leading position in advertising and marketing. IPG has sales approaching USD 4 billion and 35,000 employees in 127 countries. IPG group companies include McCann-Erickson, Ammirati Puris Lintas and the Lowe Group. Its clients include General Motors, Unilever, Coca-Cola and Mastercard. 
Acquisitions, start-ups and disposals

As a result of IPG’s investment in Icon Medialab, Thunder House AS’s operations became the group’s fourth acquisition in Norway so far in 1999. The acquisition was realised through a set-off issue of 294,530 shares, with these activities included in the group from 1 May 1999.

On 1 May, Icon Medialab established new offices in two key markets: Italy and France. Icon Medialab acquired I.Com in Milan and Web Concept of Paris. These acquisitions were realised through non-cash issues of 158,910 shares, plus an additional payment for the French business based on sales and profit growth during the company’s financial year, ending 30 September 1999. 

In May, Icon Medialab’s London subsidiary acquired IN.form, a company with 15 years’ interactive media experience. The acquisition was carried out via a combined set-off issue of 13,534 shares, cash payment, and additional payment for the company based on sales growth in its customer base.

The four acquisitions above added 71 professionals to Icon Medialab’s workforce.

Group goodwill and goodwill arising from the acquisition of the net assets involved in these four acquisitions amounts to SEK 113.4 million. As of the balance sheet date, the total acquisition value of group goodwill and goodwill arising from the acquisition of assets is SEK 179.8 (8.1) million. The book value is SEK 174.0 (7.4) million.

Icon Content AB, which manages the winter sports site www.thealps.com, was divested on 30 April 1999. The sale implied a SEK 14,000 capital gain for the group.

Investments

The period saw investments in tangible and intangible fixed assets totalling SEK 20.6 million, of which SEK 9.5 million was financed through financial leasing contracts. The majority of the investments were in office equipment and computers.

Financial position

The targeted new issue of shares and convertible debentures to IPG raised SEK 162.5 million for the company before issue costs, in the most recent quarter. 

Shareholders’ equity was SEK 415.8 million as at 30 June 1999, yielding an equity ratio of 73 per cent. At the corresponding date last year, shareholders’ equity was SEK 118.9 million, implying an equity ratio of 71 per cent. 

The company’s liquid assets were SEK 240.0 (103.3) million as at 30 June 1999, up SEK 136.7 million on the previous year. 

Share data

Earnings per share after tax were SEK -7.49 (-4.69) for the first six months of 1999. Equity per share was SEK 67.97 at the end of the period, compared to SEK 30.00 on 30 June 1998.

As of 30 June 1999, there were 6,116,929 shares recorded in the parent company. After full dilution, the number of shares will be 8,636,205 as of 30 June 1999. The number of shares increased by 2,152,710 during the period, the increase occurring as a result of employees exercising options (57,676 shares), targeted new issues (1,204,800 shares), and non-cash and set-off issues in conjunction with acquisitions in Norway, Italy, France and the UK (890,234 shares). 

Shareholders

The number of shareholders in Icon Medialab increased by 1,322 to 4,510 during the period; Icon Medialab’s foreign ownership share rose by almost 30 per cent. As of 30 June 1999, foreign shareholders owned about 85 per cent of the group, with the US accounting for around 35 per cent, the Netherlands 17 per cent, Sweden 15 per cent and Germany 10 per cent. The ten largest shareholders of Icon Medialab, according to the shareholders’ register and list of nominees, appear in the following table: 
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No. shares

Beleggingsmaatszhappij BV, Holland

940 505

15,4

%

IPG Interactive Inv Corp with subsidiary, USA 

919 330

15,0

%

State Street Bank and Trust Co., USA

730 553

11,9

%

Deutsche Börse Clearing AG, Germany

492 517

8,1

%

Chase Manhattan Bank, USA

417 504

6,8

%

Credit Agricole Indosuez, France

202 060

3,3

%

Dg Bank Luxembourg, S.a., Luxemburg

184 800

3,0

%

Scandinavian Online AS, Norway

142 213

2,3

%

Bear, Sterns & Co., USA 

136 300

2,2

%

Björn Nordstrand and company, Sweden

130 000

2,1

%

Other shareholders

1 821 147

29,9

%

Total

6 116 929

100,0

%

Percentage of

capital/votes


Personnel 

During the first six months of 1999, the number of employees increased by 266. As at 30 June 1999, there were 566 employees in 12 countries, 159 of them women.

Board of Directors

At the Annual General Meeting on 27 April 1999, Håkan Ramsin resigned from the Board. Gilbert Fuchsberg was elected Board member and Albert Benatar was elected Deputy, both as representatives of IPG.

Forecast 

The Board reiterates its forecast net sales of SEK 400 million for the full year 1999. Second-half profits in 1999 will be affected by expenses relating to the robust sales growth on existing and new markets. In 2000, the Board anticipates sustained exceptional net sales growth.

Parent company 

The parent company recorded net sales of SEK 10.1 (3.9) million during the period. Its profit net of financial items was SEK -17.0 (-5.8) million. A high proportion of expenses in the period relate to ongoing and completed acquisitions, as well as the establishment of an international sales function. Investments totalled SEK 0.9 million, of which SEK 0.4 million was financed via leasing. The parent company’s liquid assets were SEK 220.3 (93.2) million as of 30 June 1999.

Summary Consolidated Income Statement
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Jan - Jun

Jan - Jun

Jan - Dec

1999

1998*

1998*

Net sales

 151 665

 46 169

 131 317

Production expenses

- 122 015

- 35 608

- 100 641

Gross profit

 29 650

 10 561

 30 676

Sales expenses

- 19 018

- 8 399

- 20 766

Administrative expenses

- 45 606

- 16 687

- 50 615

Other income/expenses

  351

-

  199

Operating profit

- 34 623

- 14 525

- 40 506

Profit contribution from assoc. co.'s

- 1 319

  133

  237

Net financial position

-  13

- 1 086

 6 146

Profit net of financial items

- 35 955

- 15 478

- 34 123

Tax

-1372

-  20

-  23

Minority shares

-  419

  6

-  1

Net profit 

- 37 746

- 15 492

- 34 147


*Pro forma, since the financial year was changed to coincide with the calendar year in 1998.

Summary Consolidated Balance Sheet
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30 Jun. '99

30 Jun. '98

31 Dec. '98

Assets

Intangible fixed assets

 6 684

 6 813

 8 735

Goodwill

 174 001

 7 357

 8 143

Tangible fixed assets

 34 970

 11 529

 24 064

Financial fixed assets

 5 114

  247

 4 571

Total fixed assets

 220 769

 25 946

 45 513

Work in progress

 5 420

  957

  911

Accounts receivable, trade

 69 095

 18 469

 38 074

Other receivables

 37 408

 19 124

 11 217

Cash, bank balances, sh.-term invstm'ts

 239 961

 103 302

 51 756

Total current assets

 351 884

 141 852

 101 958

Total assets

 572 653

 167 798

 147 471

Liabilities and shareholders' equity

Restricted equity

 519 886

 163 914

 165 841

Profit/loss carried forward

- 66 346

- 29 491

- 31 838

Net profit

- 37 776

- 15 492

- 34 147

Total shareholders' equity

 415 794

 118 931

 99 856

Minority shares

488

-

91

Long-term liabilities

8,641

6,800

2,564

Convertible debentures

 65 565

 10 000

 10 000

Customer advances

  587

 1 100

  985

Other current liabilities

 81 574

 30 967

 33 975

Total liabilities

 156 855

 48 867

 47 615

Total liabilities and sh'holders' equity

 572 653

 167 798

 147 471


Consolidated Cash Flow Statement  
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Jan - Jun

Jan - Jun

Jan - Dec

1999

1998*

1998*

Current operations

Operating profit

-34 623

-14 525

-40 506

Adjustment for items not included in cash flow

10 507

2 827

6 790

Financial items

- 13

-1 086

6 146

Income tax paid

- 4

- 20

- 23

Cash flow from current operations before change

-24 133

-12 804

-27 593

in working capital  

Change in working capital

-17 855

-4 834

-19 005

Cash flow from current operations

-41 988

-17 638

-46 598

Investment activities

Acquisition of fixed assets

-23 048

-5 311

-24 350

Cash flow from investment activities

-23 048

-5 311

-24 350

Financing activities

New issues

195 180

126 836

129 089

Net borrowing

58 372

-3 038

-9 001

Cash flow from financing activities

253 552

123 798

120 088

Change in cash, bank balances and short-term investments

188 516

100 849

49 140

Exchange rate differences, cash and bank balances

- 311

 7

 170

Cash, bank balances and short-term investments

at end of period

239 961

103 302

51 756


*Pro forma, since the financial year was changed to coincide with the calendar year in 1998.

Non-cash and set-off issues attendant to acquisitions totalling SEK 159.7 million have not been taken into account as they have no impact on cash, bank balances or short-term investments.

Key ratios

[image: image9.wmf]Jan - Jun

Jan - Jun

Jan - Dec

1999

1998*

1998*

Equity ratio

73%

71%

68%

Debt/equity ratio

0.2

0.1

0.2

Number of employees at end of period

566

186

300

Number of employees (average)

419

166

205

Earnings per share (SEK)

-7.49

-4.69

-10.34

Equity per share (SEK)

67.97

30

25.19


*Pro forma, since the financial year was changed to coincide with the calendar year in 1998.

Forthcoming report

The next financial report will be published on 27 October 1999. 

Stockholm, 10 August 1999

On behalf of the Board of Directors:

Franco Fedeli

Managing Director

This Interim Report has been reviewed by the company’s auditor in accordance with Swedish Institute of Authorised Public Accountants (FAR) standards; a review is significantly less comprehensive than an audit. There is nothing to indicate that the Interim Report does not comply with the requirements of the Stockholm Stock Exchange and the Swedish Annual Accounts Act.

Disclaimer

This document is a non-official translation of a Swedish original that has been approved by the Board of Directors of Icon Medialab International AB. In the event of discrepancies between this translation and the Swedish original, the Swedish document shall take precedence. The Swedish version should be consulted when evaluating the Icon Medialab share.
Contacts:
Franco Fedeli, Managing Director, franco@iconmedialab.se
  

Liia Nõu, Financial Director, liia@iconmedialab.se
Karin Johansson, Investor Relations, karin.johansson@iconmedialab.se
__ Fredrik Landergren, Head of Information, fredrik.landergren@iconmedialab.com
Mailing address:

Telephone: +46 8 52 23 90 00

Icon Medialab International AB (publ.) 

     Telefax: +46 8 52 23 90 97

Box 863 

         www.iconmedialab.com
101 37  Stockholm

Sweden 
                                                                                                   Please note disclaimer on last page
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_995723410.xls
Sheet1

		SEK m		1999		1998		1998

				Jan - Jun		Jan - Jun		Jan - Dec

		Net sales		151.7		46.2		131.3

		Production exp.* excl. goodwill amort.		-118.6		-35.2		-99.9

		Gross profit excl. goodwill amort.		33.1		11.0		31.4

		Sales expenses excl. goodwill amort.		-18.1		-8.4		-20.6

		Admin. exp. excl. goodwill amortisation		-45.2		-16.6		-50.6

		Other revenues/expenses		0.4		-		0.2

		Operating profit excl. gdwill amort.		-29.8		-14.0		-39.6

		Goodwill amortisation		-4.8		-0.5		-0.9

		Operating profit		-34.6		-14.5		-40.5
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						Percentage of

		Largest shareholders as of 30 June 1999		No. shares		capital/votes

		Beleggingsmaatszhappij BV, Holland		940,505		15.4		%

		IPG Interactive Inv Corp with subsidiary, USA		919,330		15.0		%

		State Street Bank and Trust Co., USA		730,553		11.9		%

		Deutsche Börse Clearing AG, Germany		492,517		8.1		%

		Chase Manhattan Bank, USA		417,504		6.8		%

		Credit Agricole Indosuez, France		202,060		3.3		%

		Dg Bank Luxembourg, S.a., Luxemburg		184,800		3.0		%

		Scandinavian Online AS, Norway		142,213		2.3		%

		Bear, Sterns & Co., USA		136,300		2.2		%

		Björn Nordstrand and company, Sweden		130,000		2.1		%

		Other shareholders		1,821,147		29.9		%

		Total		6,116,929		100.0		%
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		SEK, 000		Jan - Jun		Jan - Jun		Jan - Dec

				1999		1998*		1998*

		Net sales		151665		46169		131317

		Production expenses		-122015		-35608		-100641

		Gross profit		29650		10561		30676

		Sales expenses		-19018		-8399		-20766

		Administrative expenses		-45606		-16687		-50615

		Other income/expenses		351		-		199

		Operating profit		-34623		-14525		-40506

		Profit contribution from assoc. co.'s		-1319		133		237

		Net financial position		-13		-1086		6146

		Profit net of financial items		-35955		-15478		-34123

		Tax		-1372		-20		-23

		Minority shares		-419		6		-1

		Net profit		-37746		-15492		-34147
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		SEK, 000		Jan - Jun		Jan - Jun		Jan - Dec

				1999		1998*		1998*

		Current operations

		Operating profit		-34 623		-14 525		-40 506

		Adjustment for items not included in cash flow		10 507		2 827		6 790

		Financial items		-13		-1 086		6 146

		Income tax paid		-4		-20		-23

		Cash flow from current operations before change		-24 133		-12 804		-27 593

		in working capital

		Change in working capital		-17 855		-4 834		-19 005

		Cash flow from current operations		-41 988		-17 638		-46 598

		Investment activities

		Acquisition of fixed assets		-23 048		-5 311		-24 350

		Cash flow from investment activities		-23 048		-5 311		-24 350

		Financing activities

		New issues		195 180		126 836		129 089

		Net borrowing		58 372		-3 038		-9 001

		Cash flow from financing activities		253 552		123 798		120 088

		Change in cash, bank balances and short-term investments		188 516		100 849		49 140

		Exchange rate differences, cash and bank balances		-311		7		170

		Cash, bank balances and short-term investments

		at end of period		239 961		103 302		51 756
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		SEK 000

				30 Jun. '99		30 Jun. '98		31 Dec. '98

		Assets

		Intangible fixed assets		6 684		6 813		8735

		Goodwill		174 001		7 357		8143

		Tangible fixed assets		34 970		11 529		24064

		Financial fixed assets		5 114		247		4571

		Total fixed assets		220 769		25 946		45513

		Work in progress		5 420		957		911

		Accounts receivable, trade		69 095		18 469		38074

		Other receivables		37 408		19 124		11217

		Cash, bank balances, sh.-term invstm'ts		239 961		103 302		51756

		Total current assets		351 884		141 852		101958

		Total assets		572 653		167 798		147471

		Liabilities and shareholders' equity

		Restricted equity		519886		163 914		165841

		Profit/loss carried forward		-66346		- 29 491		-31838

		Net profit		-37776		- 15 492		-34147

		Total shareholders' equity		415794		118 931		99856

		Minority shares		488		-		91

		Long-term liabilities		8,641		6,800		2,564

		Convertible debentures		65565		10000		10000

		Customer advances		587		1 100		985

		Other current liabilities		81574		30 967		33975

		Total liabilities		156855		48 867		47615

		Total liabilities and sh'holders' equity		572 653		167 798		147471
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				Jan - Jun		Jan - Jun		Jan - Dec

				1999		1998*		1998*

		Equity ratio		73%		71%		68%

		Debt/equity ratio		0.2		0.1		0.2

		Number of employees at end of period		566		186		300

		Number of employees (average)		419		166		205

		Earnings per share (SEK)		-7.49		-4.69		-10.34

		Equity per share (SEK)		67.97		30		25.19
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		SEK m		1999		1998		1998

				Jan - Jun		Jan - Jun		Jan - Dec

		Medialab Sweden		70.7		32.0		81.9

		Other Medialabs		84.7		14.4		43.9

		Medialab total		155.4		46.4		125.8

		Other operations		10.9		5.8		22.6

		Group items		-14.6		-6.0		-17.1

		Total		151.7		46.2		131.3
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Sheet1

		SEK m		1997								1998								1999

				Q1		Q2		Q3		Q4		Q1		Q2		Q3		Q4		Q1		Q2

		Net sales		6.0		8.7		10.5		17.9		23.3		22.8		30.4		54.7		61.0		90.7

		Operating profit		-3.8		-5.8		-6.8		-8.1		-5.3		-9.2		-13.8		-12.1		-17.0		-17.6

		Profit after fin. items		-3.8		-5.3		-7.2		-8.4		-5.8		-9.7		-13.4		-5.2		-16.8		-19.1
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