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You should rely only on information contained in this prospectus supplement. We have not authorized any person to provide you with
information that differs from what is contained in this prospectus supplement. This prospectus supplement is not an offer to sell or the
solicitation of an offer to buy any securities other than the securities to which it relates, or an offer or solicitation in any jurisdiction
where offers or sales are not permitted. The information contained in this prospectus supplement is accurate only as of the date of this
prospectus supplement, even though this prospectus supplement may be delivered or shares may be sold under this prospectus
supplement on a later date.

References in this prospectus supplement to  we,  our, us, the Company and MediciNova refer to MediciNova, Inc., a Delaware
corporation.

This prospectus supplement refers to trademarks and trade names we own, as well as those owned by other companies. MediciNova is a
registered trademark that we own in the United States and Japan. Each other trademark or trade name appearing in this prospectus supplement
belongs to its respective owner.
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MEDICINOVA, INC.

PROSPECTUS SUPPLEMENT SUMMARY

The information contained in this summary is qualified in its entirety by, and should be read in conjunction with, the detailed information and
financial statements, including the notes thereto, appearing elsewhere in this prospectus supplement. You should read the following summary
together with the more detailed information, including Risk Factors and our financial statements and related notes, before making your
investment decision.

Our Business

We are a specialty pharmaceutical company focused on acquiring, developing and commercializing innovative pharmaceutical products for a
variety of diseases and conditions. We actively seek to identify and acquire license rights to product candidates with extensive safety and
efficacy data that are in late pre-clinical or early clinical development and that address large markets with significant opportunities for improved
therapies.

Our development programs follow a dual pathway:

strategic core programs; and

partnering programs.

Our strategic core programs consist of product candidates to which we intend to retain the rights through final regulatory approval in the United
States and commercialize directly. Our partnering programs consist of product candidates we intend to license to larger pharmaceutical
companies and with respect to which we intend to retain co-promotion rights. To date, we have acquired license rights to six compounds for the
development of seven product candidates. In our strategic core programs, currently we have the following clinical trials ongoing or planned in
the United States:

Phase I clinical trial ongoing for MN-221 (premature labor) (our licensor of this candidate also has completed an early Phase II
clinical trial in the United Kingdom);

Phase I clinical trials and a second Phase I clinical trial ongoing for MN-029 (solid tumor);

Phase II clinical trials ongoing for MN-001 (interstitial cystitis); and

Phase I clinical trial for MN-246 (urinary incontinence; pollakisuria) planned to begin during the first quarter of 2006.
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In our partnering programs, currently we have Phase II clinical trials ongoing for MN-001 (bronchial asthma) in the United States, MN-305
(Generalized Anxiety Disorder) in the United States and MN-166 (multiple sclerosis) in Eastern Europe. Our licensor of MN-305 has completed
an early Phase II clinical trial for anxiety disorders in Japan.

We have assembled a management team with extensive experience in the pharmaceutical and biotechnology industry, including experience in
pre-clinical research, drug substance and product preparation, regulatory affairs, clinical research, marketing and sales and corporate
development. We have successfully utilized our expertise to generate revenues from development management contracts with Asahi Kasei
Pharma Corporation and Argenes Inc., both Japanese pharmaceutical companies, for consulting services rendered. We intend to seek similar
revenue opportunities to augment our dual pathway development approach and to provide us with additional in-license opportunities.

Our Strategy

Our goal is to become a leader in the development and commercialization of drugs for the treatment of diseases with unmet medical needs. Key
elements of our strategy are to:

execute our dual pathway development approach;

continue to expand our pipeline of promising product candidates over the long-term;
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partner selectively with larger pharmaceutical companies to maximize the commercial potential of our product candidates; and

continue to strengthen our management team.

Qur History

We were founded in September 2000 by Yuichi Iwaki, M.D., Ph.D. and Takashi Kiyoizumi, M.D., Ph.D. as a majority-owned subsidiary of the
Japanese pharmaceutical company, Tanabe Seiyaku Co., Ltd. Our operations are now completely independent of Tanabe Seiyaku, which, as of
September 30, 2005, indirectly owned approximately 10% of our outstanding capital stock.

Our principal executive offices are located at 4350 La Jolla Village Drive, Suite 950, San Diego, California 92122, and our telephone number is
(858) 373-1500. Our website address is www.medicinova.com. The information on our website is not incorporated into this prospectus
supplement.

On February 4, 2005, we completed an initial public offering, or IPO, of 30 million shares of common stock for proceeds of $104.5 million, net
of underwriting discounts and commissions and offering expenses. On February 8, 2005, our common stock was listed and began trading on the
Hercules Market of the Osaka Securities Exchange.

On March 8, 2005, we completed the sale of 1,573,000 shares of our common stock for aggregate proceeds of $5.6 million, net of underwriting
discounts and commissions. The sale of these shares was the result of the underwriters partial exercise of the over-allotment option we granted to
them in connection with our IPO.

Risks Affecting Our Business and Strategy

Our business and the success of our strategy are subject to numerous risks, which are highlighted in the section entitled Risk Factors
immediately following this Prospectus Supplement Summary, including, but not limited to, the following:

we are a development stage company with a limited operating history and limited revenues derived from operations;

we have incurred significant losses since our inception, and at September 30, 2005, our cumulative net loss was approximately $81.9
million, including $34.6 million of non-cash stock-based compensation expense related to employee stock-based compensation and
founders warrants;

we expect to incur substantial net losses for the next several years as we continue to develop our existing programs, expand our
research and development programs and acquire or in-license products over the long-term, technologies or businesses that are
complementary to our own;

we do not have any products that are approved for sale;
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we may be unsuccessful in developing and gaining regulatory approval for new product candidates, we may not be able to sustain our
operations and we may never become profitable;

if we are unable to retain key management members or expand our management team, we may be unable to successfully develop or
commercialize our product candidates as planned;

if we fail to identify and license or acquire other product candidates, we will not be able to grow our business; and

we may need additional financing to execute our strategy to acquire, develop and commercialize product candidates.
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The Offering

Since our inception, we have issued a total of 28,959,006 shares of preferred stock. In October 2000 and August 2001, we issued and sold a total
of 1,000,000 shares of Series A preferred stock for aggregate net proceeds of $10 million; from March 2003 through May 2004, we issued and
sold 291,150 shares of Series B preferred stock for aggregate net proceeds of $26.8 million; and, on September 2, 2004, we issued and sold
27,667,856 shares of Series C preferred stock for aggregate net proceeds of $43.4 million. Upon the consummation of our IPO, all of our
preferred stock was converted into an aggregate of 66,782,856 shares of our common stock. Together with 500,000 shares of common stock held
by our founders, we have outstanding 67,282,856 shares of restricted common stock and 52,500 shares that are not outstanding but are subject to
an in-the-money option we issued to a former employee that is immediately exerciseable. The holders of such shares generally have rights to
cause us to file one or more registration statements on their behalf pursuant to a registration rights agreement that we entered into with these
stockholders. We have filed the registration statement of which this prospectus supplement forms a part voluntarily with respect to such shares,
and the prices at which the selling stockholders may sell their shares will be determined by the prevailing market for the shares or in negotiated
transactions. We also have 13,356,572 shares of unregistered common stock subject to unexercised in-the-money warrants that are not being
registered for resale at this time but may be sold pursuant to Rule 144 under the Securities Act of 1933, subject to the volume restrictions
imposed by Rule 144. Of this amount, 12,856,572 shares are subject to warrants held by our founders.

Recent Events

On September 30, 2005, we announced that the Board of Directors and Takashi Kiyoizumi, M.D., Ph.D., agreed that Dr. Kiyoizumi would
resign as President and Chief Executive Officer effective September 30, 2005. We also announced that Brian Anderson, Chief Business Officer,
had left the company. Yuichi Iwaki, M.D., Ph.D., Executive Chairman, began serving as our acting Chief Executive Officer and Chief Financial
Officer concurrently with the resignation of Dr. Kiyoizumi.

On November 14, 2005, we filed our Form 10-Q for our third quarter ended September 30, 2005. We are filing this prospectus supplement to
update our original prospectus dated September 19, 2005 to reflect the foregoing developments.
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RISK FACTORS

We operate in a dynamic and rapidly changing environment that involves numerous risks and uncertainties. The following section describes
some, but not all, of the risks and uncertainties that may have a material adverse effect on our business, financial condition, results of
operations and the market price of our common stock and could cause our actual results to differ materially from those expressed or implied in
our forward-looking statements.

Risks Related to Our Business

We expect our net losses to continue for at least several years and we are unable to predict the extent of our future losses.

We are a development stage specialty pharmaceutical company with a limited operating history. We have incurred significant net losses since
our inception. For the year ended December 31, 2004, we had a net loss of $48.3 million, including $34.3 million of non-cash stock-based
compensation charges. For the nine months ended September 30, 2005, we had a net loss of $18.5 million. We expect our annual net losses to
increase over the next several years as we expand and incur significant clinical development costs. These losses have reduced our stockholders
equity and, excluding the portion related to stock-based compensation, will continue to reduce our stockholders equity and working capital.

We expect our development expenses to increase in connection with our planned clinical trials for our product candidates and any other
development projects that we may initiate. In addition, we expect to incur increased general and administrative expenses as well as the increased
costs to operate as a public company. Consequently, we expect to continue to incur significant and increasing operating losses for the
foreseeable future.

We do not have any products that are approved for commercial sale and therefore do not expect to generate any revenues from product sales
in the foreseeable future.

We have not received, and do not expect to receive for at least the next several years, any revenues from the commercialization of our product
candidates. To date, we have not generated any product revenue and have funded our operations primarily from sales of our securities. Our only
source of revenues since inception has been from development management services rendered to Asahi Kasei Pharma Corporation and Argenes
Inc., both Japanese pharmaceutical companies, in connection with their clinical development of pharmaceutical product candidates. Our contract
with Asahi Kasei Pharma has been completed and we do not expect to generate further revenue from that agreement. We anticipate that we will
continue to receive modest revenues for rendering consulting services and that, prior to our commercialization of a product candidate, our
consulting revenues, together with out-licensing upfront and milestone payments, will be our primary source of revenues. To obtain revenues
from sales of our product candidates, we must succeed, either alone or with third parties, in developing, obtaining regulatory approval for,
manufacturing and marketing drugs with market potential. We may never succeed in these activities, and may not generate sufficient revenues to
continue our business operations or achieve profitability.

The loss of any rights to develop and market any of our product candidates would significantly impair our operating results.

We license the rights to develop and market our product candidates. Currently, we have licensed six compounds for the development of seven
product candidates. They are:
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MN-221 for premature labor licensed from Kissei Pharmaceutical;

MN-029 for solid tumors licensed from Angiogene Pharmaceuticals;
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MN-001 for interstitial cystisis and asthma licensed from Kyorin Pharmaceutical;

MN-305 for anxiety licensed from Mitsubishi Pharma Corporation;

MN-166 for multiple sclerosis licensed from Kyorin Pharmaceutical; and

MN-246 for urinary incontinence licensed from Mitsubishi Pharma Corporation.

We are obligated to develop and commercialize these product candidates in accordance with mutually agreed upon terms and conditions. Our
ability to satisfy some or all of the terms and conditions of our licensing arrangements is dependent on numerous factors, including some factors
that are outside of our control. Our licensing arrangements may be terminated if we breach our obligations under the agreements materially and
fail to cure a breach within a specified period of time.

If any of our license agreements is terminated, then we would have no further rights to develop and commercialize the product candidate which
is the subject of the license. The termination of any of our license agreements would significantly and adversely affect our business.

In order to commercialize a therapeutic drug successfully, a product candidate must undergo clinical trials, which are long, complex and
costly, manifest a high risk of failure and can be delayed or suspended.

Six of our seven product candidates are in clinical development, the process that is required to receive regulatory approval for commercial sale.
The regulatory approval process is long, complex and costly. It may take several years to complete the clinical development necessary to
commercialize a drug, and delays or failure can occur at any stage which may result in our inability to market and sell products derived from our
product candidates and to generate product revenues. Of the large number of drugs in development, only a small percentage result in the
submission of a new drug application to the Food and Drug Administration, or FDA, and even fewer are approved for commercialization.
Interim results of clinical trials do not necessarily predict final results, and success in pre-clinical testing and early clinical trials does not ensure
that later clinical trials will be successful. A number of companies in the pharmaceutical industry have suffered significant setbacks in advanced
clinical trials even after promising results in earlier trials.

In connection with clinical trials, we face risks that:

a product candidate may not prove to be efficacious;

patients may die or suffer other adverse effects for reasons that may or may not be related to the product candidate being tested;

the results may not confirm the positive results of earlier trials; and

the results may not be acceptable to the FDA or other regulatory agencies.

10
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To date, the FDA has accepted Investigational New Drug, or IND, applications for five of our seven product candidates. We have filed Clinical
Trial Authorization, or CTA, applications, the equivalent of a U.S. IND, in eight European countries to conduct a Phase II study for MN-166 in
patients with multiple sclerosis. Six of the CTA applications have been approved and the remaining two are under active review. We cannot
conduct human clinical trials in the United States or in Eastern Europe on our remaining product candidate until an IND or CTA application is
approved and in effect and there can be no assurance that the regulatory authorities, including the FDA, will approve our applications.

The commencement of clinical trials can be delayed for a variety of other reasons, including delays in:

demonstrating sufficient safety to persuade regulatory authorities to allow a clinical trial to begin;

reaching agreement on acceptable terms with prospective contract research organizations and clinical trial sites;

11
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manufacturing sufficient quantities of a product candidate;

obtaining institutional review board approval to conduct a clinical trial at a prospective site; and

obtaining sufficient patient enrollment, which is a function of many factors, including the size of the patient population, the nature of
the protocol, the proximity of patients to clinical sites, the availability of effective treatments for the relevant disease and the eligibility
criteria for the clinical trial.

Once a clinical trial has begun, it may be delayed, suspended or terminated due to a number of factors, including:

ongoing discussions with regulatory authorities regarding the scope or design of our clinical trials or requests by them for
supplemental information with respect to our clinical trial results;

our failure or inability to conduct clinical trials in accordance with regulatory requirements;

lower than anticipated retention rates of patients in clinical trials;

serious adverse events or side effects experienced by participants; or

insufficient supply or deficient quality of product candidates or other materials necessary for the conduct of our clinical trials.

Many of these factors described above may also ultimately lead to denial of regulatory approval of a current or potential product candidate. If we
experience delays in our clinical trials, the commercial prospects for our product candidates will be harmed, and our ability to generate product
revenues will be delayed.

If we fail to identify and license or acquire other product candidates, we will not be able to expand our business.

Since we have limited internal discovery capabilities, our business over the long term is substantially dependent on our ability to license or
acquire clinical-stage product candidates and further develop them for commercialization. The success of this strategy depends upon our ability
to identify, select and acquire the right product candidates. We have limited experience identifying, negotiating and implementing economically
viable product candidate acquisitions or licenses, which is a lengthy and complex process. Also, the market for licensing and acquiring product
candidates is intensely competitive and many of our competitors have greater resources than us. We may not have the requisite capital resources
to consummate product candidate acquisitions or licenses that we identify to fulfill our strategy.

Moreover, product candidate acquisitions that we do complete involve numerous risks, including:

difficulties in integrating the development program for the acquired product candidate into our existing operations;

12
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diversion of financial and management resources from existing operations;

risks of entering new markets or technologies;

inability to generate sufficient revenues to offset acquisition costs; and

delays that may result from us having to perform unanticipated pre-clinical trials or other tests on the product candidate.

For these and other reasons, we have determined to place less emphasis on efforts to identify and acquire additional product candidates in the
near term. If we are not successful in identifying and licensing or acquiring other product candidates over the long term, we will not be able to
grow our revenues with sales from new products beyond those revenues, if any, from our existing product candidates.

13
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If we fail to obtain the capital necessary to fund our operations, we will be unable to develop and commercialize our product candidates.

We have consumed substantial amounts of capital since our inception. From our inception to September 30, 2005, we used $45.5 million in cash
to fund our operating activities and acquisitions of property and equipment. Although we believe our existing cash and investments will be
sufficient to fund our anticipated cash requirements through 2006, we will require significant additional financing in the future to fund our
operations. Our future capital requirements will depend on, and could increase significantly as a result of many factors including:

progress in, and the costs of, our clinical trials;

the costs of securing manufacturing arrangements for clinical or commercial production;

the costs involved in filing, prosecuting, enforcing and defending patent claims and other intellectual property rights; and

the costs of establishing or contracting for sales and marketing capabilities if we obtain regulatory approval to market our product
candidates.

Until we can generate significant continuing revenues, we expect to satisfy our future cash needs through strategic collaborations, private or
public sales of our securities, debt financings or by licensing all or a portion of our product candidates, to the extent we are able to do so. We
cannot be certain that additional sources of capital will be available to us on acceptable terms, or at all. If sources of capital are not available, we
may not be in a position to pursue other business opportunities that require financial commitments and we may be required to:

terminate or delay clinical trials for one or more of our product candidates;

delay establishing sales and marketing capabilities;

curtail our efforts to acquire new product candidates; or

relinquish rights to our technologies or product candidates.

The terms under which we raise additional capital may harm our business and may significantly dilute stockholders ownership interests.

If we raise additional funds through collaborations or licensing arrangements with third parties, we may need to relinquish some rights to our
product candidates, including commercialization rights, that may harm our ability to grow our business. If we raise additional funds by issuing
equity securities, stockholders may experience substantial dilution. Debt financing, if available, may involve restrictive covenants that may
impede our ability to operate our business. Any debt financing or additional equity that we raise may contain terms that are not favorable to us or
our stockholders.

14
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We will depend on strategic collaborations with third parties to develop and commercialize selected product candidates and will not have
control over a number of key elements relating to the development and commercialization of these product candidates.

A key aspect of our strategy is to enter into collaborations with third-party partners whereby we license selected product candidates to larger
pharmaceutical companies that are willing to conduct later-stage clinical trials and further develop and commercialize those products. To date,
we have not entered into any collaborative arrangements with any third-party partners and currently do not expect to do so until we have
successfully completed further studies for one of our partnering program product candidates.

By entering into these strategic collaborations, we may rely on our partners for financial resources and for development, commercialization and
regulatory expertise. Our partners may fail to develop or effectively commercialize products using our product candidates because they:

do not have sufficient resources or decide not to devote the necessary resources due to internal constraints such as limited cash or
human resources;

15
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decide to pursue a competitive potential product that has been developed outside of the collaboration; or

cannot obtain the necessary regulatory approvals.

We may not be able to enter into collaborations on acceptable terms, if at all. We also face competition in our search for partners with whom we
may collaborate.

We rely on third parties to conduct our clinical trials and perform data collection and analysis, which may result in costs and delays that may
hamper our ability to successfully develop and commercialize our product candidates.

Although we design and manage our current clinical trials, we do not have the ability to conduct clinical trials directly for our product
candidates. We will rely on contract research organizations, medical institutions, clinical investigators and contract laboratories to conduct our
clinical trials and to perform data collection and analysis. In the course of clinical development, we have contracted and will continue to contract
with a number of these research organizations, including, without limitation, MDS Pharma Services of Belfast, Northern Ireland; Pharmaceutical
Research Associates, Inc. of Lenexa, Kansas; Fulcrum Pharma Developments, Inc. of Durham, North Carolina; Paragon, Inc. of Irvine,
California and Quintiles, Inc. of Morrisville, North Carolina.

Our clinical trials may be delayed, suspended or terminated if:

the third parties upon whom we rely do not successfully carry out their contractual duties or regulatory obligations or meet expected
deadlines;

such third parties need to be replaced; or

the quality or accuracy of the data obtained by the third parties is compromised due to their failure to adhere to our clinical protocols
or regulatory requirements or for other reasons.

Failure to perform by the third parties upon whom we rely may increase our development costs, delay our ability to obtain regulatory approval
and prevent the commercialization of our product candidates. While we believe that there are numerous alternative sources to provide these
services, if we were to seek such alternative sources, we might not be able to enter into replacement arrangements without delays or additional
expenditures.

Our product candidates, if approved for sale, may not gain acceptance among physicians, patients and the medical community, thereby
limiting our potential to generate revenues.

Even if our product candidates are approved for commercial sale by the FDA or other regulatory authorities, the degree of market acceptance of
any approved product candidate by physicians, healthcare professionals and third-party payors, and our profitability and growth will depend on a
number of factors, including:

16
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relative convenience and ease of administration;

the prevalence and severity of any adverse side effects;

availability of alternative treatments;

pricing and cost effectiveness, which may be subject to regulatory control;

effectiveness of our or any of our partners sales and marketing strategy; and

our ability to obtain sufficient third-party insurance coverage or reimbursement.

If any product candidate that we develop does not provide a treatment regimen that is as beneficial as the current standard of care or otherwise

does not provide patient benefit, that product likely will not achieve market acceptance.

17
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We are dependent on our management team, particularly Yuichi Iwaki, M.D., Ph.D., a founder and Executive Chairman of our Board of
Directors and Acting Chief Executive Officer and Chief Financial Officer, and if we are unable to attract, retain and motivate Dr. Iwaki and
other key management and scientific staff, our drug development programs may be delayed and we may be unable to successfully develop or
commercialize our product candidates.

We are dependent upon the continued services of our executive officers and other key personnel, particularly Yuichi Iwaki, M.D., Ph.D, one of
our founders and the Executive Chairman of our Board of Directors and our Acting Chief Executive Officer and Chief Financial Officer, who
has been instrumental in our ability to in-license product candidates from Japanese pharmaceutical companies and secure financing from
Japanese institutions. The relationships that all of our key managers have cultivated with pharmaceutical companies from whom we license
product candidates and to whom we expect to out-license product candidates as part of our partnering program make us particularly dependent
upon their continued employment with us. We are also substantially dependent on the continued services of our existing project management
personnel because of the highly technical nature of our product development programs.

If and when we acquire or license new product candidates, our success will depend on our ability to attract, retain and motivate highly qualified
management and scientific personnel to manage the development of these new product candidates. In particular, our drug development programs
depend on our ability to attract and retain highly experienced development and regulatory personnel. In addition, we will need to hire additional
personnel as we continue to expand our clinical development and other development activities. We face competition for experienced scientists
and other technical and professional personnel from numerous companies and academic and other research institutions. Competition for
qualified personnel is particularly intense in the San Diego, California area, where our offices are located. Our short operating history and the
uncertainties attendant to being a development-stage specialty pharmaceutical company with limited capital resources could impair our ability to
attract and retain personnel and impede the achievement of our development and commercialization objectives.

Although we have employment agreements with key members of management, each of our employees, subject to applicable notice
requirements, may terminate his or her employment at any time. We do not carry key person insurance covering members of senior
management. If we lose any of our key management personnel, we may not be able to find suitable replacements and our business would be
harmed as a result.

If we are unable to establish our sales and distribution capabilities, we will be unable to successfully commercialize our core product
candidates.

To date, we have not sold, marketed or distributed any pharmaceutical products. If we are successful in developing and obtaining regulatory
approvals for the product candidates in our strategic core programs or acquire other products, we will need to establish sales, marketing and
distribution capabilities. Developing an effective sales and marketing force will require a significant amount of our financial resources and time.
We may be unable to establish and manage an effective sales force in a timely or cost-effective manner, if at all, and any sales force we do
establish may not be capable of generating demand for our products. Although we intend to establish strategic collaborations to market the
products in our strategic core programs outside the United States, if we are unable to establish such collaborations, we may be required to market
our strategic core product candidates outside of the United States directly. In that event, we may need to build a corresponding international sales
and marketing capability with technical expertise and with supporting distribution capabilities.

We will need to increase the size of our organization, and we may encounter difficulties managing our growth, which could adversely affect
our results of operations.

We will need to expand and effectively manage our operations and facilities in order to advance our drug development programs, achieve
milestones under our collaboration agreements, facilitate additional collaborations and pursue other development activities. For example, we

18
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intend to hire additional personnel in clinical development, regulatory affairs and corporate development to further strengthen our core
competencies.

19
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Similarly, we are likely to hire additional management and administrative personnel to manage our business and affairs as we continue to grow.
In addition, we will have to develop sales, marketing and distribution capabilities for the product candidates in our strategic core programs. The
scope and timing of these hires is highly uncertain and remains subject to the success of our current product candidate development programs.

To manage our growth, we will be required to continue to improve our operational, financial and management controls, reporting systems and
procedures and to attract and retain sufficient numbers of talented employees. Meeting our public reporting obligations and other regulatory
requirements in the United States and Japan places additional demands on our limited resources. We may not successfully manage the expansion
of our operations and, accordingly, may not achieve our development and commercialization goals.

We expect that our results of operations will fluctuate, which may make it difficult to predict our future performance from period to period.

Our quarterly operating results have fluctuated in the past and are likely to continue to do so in the future. Some of the factors that could cause
our operating results to fluctuate from period to period include:

the status of development of our product candidates and, particularly, the timing of any milestone payments to be paid or received by
us under our licensing agreements;

the incurrence of clinical expenses that could fluctuate significantly from period to period;

the unpredictable effects of collaborations during these periods;

the timing of our satisfaction of applicable regulatory requirements, if at all;

the rate of expansion of our clinical development and other internal development efforts;

the effect of competing technologies and products and market developments; and

general and industry-specific economic conditions.

We believe that quarterly comparisons of our financial results are not necessarily meaningful and should not be relied upon as an indication of
our future performance.

Relying on third-party manufacturers may result in delays in our clinical trials and product introductions as well as increased costs.

We have no manufacturing facilities, and we do not intend to develop facilities for the manufacture of product candidates for clinical trials or
commercial purposes in the foreseeable future. We are contracting with third-party manufacturers to produce, in collaboration with us, sufficient
quantities of our product candidates for clinical trials. While we believe that there are competitive sources available to manufacture our product
candidates, we may not be able to enter into arrangements without delays or additional expenditures. We cannot estimate these delays or costs

20
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with certainty. To date, these manufacturers have met the requirements of our programs; however, we have only required the manufacture of our
product candidates in very limited volume because we do not have any commercialized product.

Our manufacturers will be obliged to operate in accordance with FDA-mandated or International Convention on Harmonization (ICH) current
good manufacturing practices, or cGMPs. A failure of any of our contract manufacturers to establish and follow cGMPs and to document their
adherence to such practices may lead to significant delays in clinical trials, or in obtaining regulatory approval of product candidates or the
ultimate launch of our products into the market. In addition, changing contract manufacturers is difficult. For example, doing so requires
re-validation of the manufacturing processes and procedures in accordance with cGMPs, which may be costly and time-consuming. Failure by
our third-party manufacturers or us to comply with applicable regulations could result in sanctions being imposed on us, including fines,
injunctions, civil penalties,
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failure of the government to grant pre-market approval of drugs, delays, suspension or withdrawal of approvals, seizures or recalls of products,
operating restrictions and criminal prosecutions.

We may not be able to manufacture our product candidates in commercial quantities, which would prevent us from commercializing our
product candidates.

To date, our product candidates have been manufactured in small quantities for pre-clinical and clinical trials. If any of these product candidates
are approved by the FDA or other regulatory agencies for commercial sale, we will need to manufacture them in larger quantities. We may not
be able to successfully increase the manufacturing capacity, whether in collaboration with third-party manufacturers or on our own, for any of
our product candidates in a timely or economic manner, or at all. Significant scale-up of manufacturing may require additional validation
studies, which the FDA must review and approve. If we are unable successfully to increase the manufacturing capacity for a product candidate,
the regulatory approval or commercial launch of that product candidate may be delayed or there may be a shortage in supply. Our product
candidates will require precise, high quality manufacturing. Our failure to achieve and maintain these high manufacturing standards, including
the incidence of manufacturing errors, could result in patient injury or death, product recalls or withdrawals, delays or failures in product testing
or delivery, cost overruns or other problems that could harm our business, financial condition and results of operations.

Materials necessary to manufacture our products may not be available on commercially reasonable terms, or at all, which may delay the
development and commercialization of our products.

We rely on the manufacturers for our products to purchase from third-party suppliers the materials necessary to produce the compounds for our
clinical trials and for commercial distribution, if we obtain marketing approval for any of our products. Suppliers may not sell these materials to
our manufacturers at the time we need them or on commercially reasonable terms. We do not have any control over the process or timing of the
acquisition of these materials by our manufacturers. Moreover, we currently do not have any agreements for the production of these materials. If
our manufacturers are unable to obtain these materials for our clinical trials, product testing and potential regulatory approval of our products
would be delayed, significantly impacting our ability to develop the product candidate. If our manufacturers or we are unable to purchase these
materials after regulatory approval has been obtained for our products, the commercial launch of our products would be delayed or there would
be a shortage in supply of our products, which would harm our ability to generate revenues from the sale of our products.

If the holders of the shares offered by the registration statement dated September 19, 2005, of which this prospectus supplement forms a part,
were to determine to sell all or a significant portion of their shares at one time, there would be significant downward pressure on our stock
price and it may be difficult to sell your shares.

On September 19, 2005, we filed a Registration Statement on Form S-1 to register 67,335,356 shares of common stock for resale from time to
time, which registration statement was subsequently declared effective by the U.S. Securities and Exchange Commission. The registered shares
were beneficially owned by 47 holders. The trading volume for our stock is extremely low, with an average trading volume of approximately
69,000 shares per day during the last four weeks. If the holders of the shares offered by the prospectus were to attempt immediately to sell their
shares, there would be significant downward pressure on our stock price and it may be difficult, or even impossible, to find a buyer for shares of
our common stock. In addition, 12,856,572 shares of our common stock may be issued upon exercise of warrants held by two of our founders at
an exercise price of $0.10 per share and 500,000 shares of our common stock may be issued upon exercise of a warrant held by another party at
an exercise price of $1.00 per share. The warrants held by our founders expire in 2007 and the warrant held by the other party expires in 2009. If
the foregoing warrants are exercised, our stockholders will experience immediate and substantial dilution. In addition, upon sale of these shares,
which may be sold pursuant to the volume limitations of Rule 144, the market value of our common stock may decline if there is insufficient
demand in the public markets to purchase the shares.

22



Edgar Filing: MEDICINOVA INC - Form 424B3

11

23



Edgar Filing: MEDICINOVA INC - Form 424B3

Anti-takeover provisions in our charter documents and under Delaware law may make an acquisition of us more complicated and the
removal and replacement of our directors and management more difficult.

Our restated certificate of incorporation and amended and restated bylaws contain provisions that may delay or prevent a change in control,
discourage bids at a premium over the market price of our common stock or adversely affect the market price of our common stock and the
voting and other rights of the holders of our common stock. These provisions may also make it difficult for stockholders to remove and replace
our board of directors and management. These provisions:

establish that members of the board of directors may be removed only for cause upon the affirmative vote of stockholders owning at
least a majority of our capital stock;

authorize the issuance of blank check preferred stock that could be issued by our board of directors in a discriminatory
fashion designed to increase the number of outstanding shares and prevent or delay a takeover attempt;

limit who may call a special meeting of stockholders;

establish advance notice requirements for nominations for election to the board of directors or for proposing matters that can be acted
upon at stockholder meetings;

prohibit our stockholders from making certain changes to our restated certificate of incorporation or amended and restated bylaws
except with 66 %/3% stockholder approval; and

provide for a classified board of directors with staggered terms.

We also may be subject to provisions of the Delaware corporation law that, in general, prohibit any business combination with a beneficial
owner of 15% or more of our common stock for three years unless the holder s acquisition of our stock was approved in advance by our board of
directors.

Although we believe these provisions collectively provide for an opportunity to receive higher bids by requiring potential acquirors to negotiate
with our board of directors, they would apply even if the offer may be considered beneficial by some stockholders. In any event, these provisions
may delay or prevent a third party from acquiring us. Any such delay or prevention could cause the market price of our common stock to
decline.

We have never paid dividends on our capital stock, and we do not anticipate paying any cash dividends in the foreseeable future.

We have paid no cash dividends on any of our classes of capital stock to date and we currently intend to retain our future earnings, if any, to
fund the development and growth of our businesses. In addition, the terms of existing or any future debts may preclude us from paying these
dividends. As a result, appreciation in the market value, if any, of our common stock will be our stockholders sole source of gain for the
foreseeable future. The market value for our common stock has decreased since the time of the initial public offering, may not increase, and in
fact, the market value may decrease further.
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Any increase in the market value of our common stock is uncertain and unpredictable. Stockholders should not invest in our stock if they are
seeking dividend income.
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Risks Related to Our Intellectual Property

Our ability to compete may decline if we do not adequately protect our proprietary rights.

To date, we have obtained licensed rights to ten issued U.S. patents and two U.S. patent applications. We also have obtained licensed rights to 64
issued and pending foreign patents corresponding to these U.S. patents. The patents to which we have licensed rights are set to expire between
2009 and 2020. In addition to these licensed rights, we hold three U.S. patent applications relating to MN-001 and its metabolite, MN-002, as
well as one U.S. patent application relating to MN-029.

The patent protection of our product candidates and technology involves complex legal and factual questions. In general, our license agreements
give us a right, but not an obligation, to enforce our patent rights. We cannot be certain that any of the patents or patent applications owned by us
or our licensors related to our product candidates and technology will provide adequate protection from competing products. Our success will
depend, in part, on whether we or our licensors can:

obtain and maintain patents to protect our product candidates;:

obtain and maintain any required or desirable licenses to use certain technologies of third parties, which may be protected by patents;

protect our trade secrets and know-how;

operate without infringing the intellectual property and proprietary rights of others;

enforce the issued patents under which we hold rights; and

develop additional proprietary technologies that are patentable.

The degree of future protection for our proprietary rights is uncertain. For example:

we might not have been the first to make the inventions covered by each of our pending patent applications;

we might not have been the first to file patent applications for these inventions;

others may independently develop similar or alternative technologies or duplicate any of our technologies;

it is possible that none of our pending patent applications will result in issued patents;
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any patents under which we hold rights may not provide us with a basis for commercially viable products, may not provide us with
any competitive advantages or may be challenged by third parties as invalid, or unenforceable under U.S. or foreign laws;

any of the issued patents under which we hold rights may not be valid or enforceable or may be circumvented successfully; or

we may not develop additional proprietary technologies that are patentable.

Proprietary trade secrets and unpatented know-how may also prove to be very important to our future research and development activities.
However, we cannot be certain that others will not develop the same or similar technologies on their own. We have taken steps, including
entering into confidentiality agreements with all of our employees, consultants, outside scientific collaborators, sponsored researchers and other
advisors, to protect our trade secrets and unpatented know-how. We also typically obtain agreements from these parties which provide that
inventions conceived by the party in the course of rendering services to us will be our exclusive property. However, these agreements may not
be honored and may not effectively assign intellectual property rights to us. Enforcing a claim that a party illegally obtained and is using our
trade secrets or know-how is difficult, expensive and time consuming and the outcome is unpredictable. In addition, courts outside the United
States may be less willing to protect trade secrets or know-how.
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A dispute concerning the infringement or misappropriation of our proprietary rights or the proprietary rights of others could be time
consuming and costly, and an unfavorable outcome could harm our business.

There is significant litigation in our industry regarding patent and other intellectual property rights. While we are not currently subject to any
pending litigation, and are not aware of any threatened litigation, we may be exposed to future litigation by third parties based on claims that our
product candidates, technologies or activities infringe the intellectual property rights of others. There are many patents relating to chemical
compounds and the uses thereof. If our compounds are found to infringe any such patents, we may have to pay significant damages. A patentee
could prevent us from importing, making, using or selling the patented compounds. We may need to resort to litigation to determine the scope
and validity of third-party proprietary rights. Similarly, we may be subject to claims that we have inappropriately used or disclosed trade secrets
or other proprietary information of third parties. If we become involved in litigation, it could consume a substantial portion of our managerial
and financial resources, regardless of whether we win or lose. We may not be able to afford the costs of litigation. Any legal action against us or
our collaborators could lead to:

payment of damages, potentially treble damages, if we are found to have willfully infringed a third party s patent rights;

injunctive or other equitable relief that may effectively block our ability to further develop, commercialize and sell our products;

we or our collaborators having to enter into license arrangements that may not be available on commercially acceptable terms; or

significant cost and expenses, as well as distraction of our management from our business.

As a result, we could be prevented from commercializing current or future products.

Risks Related to Our Industry

We are subject to stringent regulation of our product candidates, which could delay the development and commercialization of our products.

We, our collaborators, and our product candidates are subject to stringent regulation by the FDA and other regulatory agencies in the United
States and by comparable authorities in other countries. None of our product candidates can be marketed in the United States until approved by
the FDA. None of our product candidates has been approved, and we may never receive FDA approval for any of our product candidates.
Obtaining FDA approval typically takes many years and requires substantial resources. Even if regulatory approval is obtained, the FDA may
impose significant restrictions on the indicated uses, conditions for use and labeling of such products. Additionally, the FDA may require
post-approval studies, including additional research and development and clinical trials. These regulatory requirements may limit the size of the
market for the product or result in the incurrence of additional costs. Any delay or failure in obtaining required approvals could have a material
adverse effect on our ability to generate revenues from the particular product candidate.

In addition, both before and after regulatory approval, we, our partners, and our product candidates are subject to numerous FDA requirements
covering, among other things, testing, manufacturing, quality control, labeling, advertising, promotion, distribution and export. The FDA s
requirements may change and additional government regulations may be promulgated that could affect us, our partners, and our product
candidates. We cannot predict the likelihood, nature or extent of government regulation that may arise from future legislation or administrative
action, either in the United States or abroad.
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In order to market our products outside of the United States, we and our strategic partners and licensees must establish and comply with
numerous and varying regulatory requirements of other countries regarding safety and efficacy. Approval procedures vary among countries and
can involve additional product testing and additional administrative review periods. The time required to obtain approval in other countries
might differ
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from that required to obtain FDA approval. The regulatory approval process in other countries may include all of the risks detailed above
regarding FDA approval in the United States. Regulatory approval in one country does not ensure regulatory approval in another, but a failure or
delay in obtaining regulatory approval in one country may negatively impact the regulatory process in others. Our product candidate may not be
approved for all indications that we request, which would limit the uses of our product and adversely impact our potential royalties and product
sales. Such approval may be subject to limitations on the indicated uses for which the product may be marketed or require costly, post-marketing
follow-up studies.

If we fail to comply with applicable regulatory requirements in the United States and other countries, among other things, we may be subject to
fines and other civil penalties, delays in approving or failure to approve a product, suspension or withdrawal of regulatory approvals, product
recalls, seizure of products, operating restrictions, interruption of manufacturing or clinical trials, injunctions and criminal prosecution.

If our competitors develop and market products that are more effective than our product candidates, they may reduce or eliminate our
commercial opportunities.

Competition in the pharmaceutical industry is intense and is expected to increase. We face competition from pharmaceutical and biotechnology
companies, as well as numerous academic and research institutions and governmental agencies, both in the United States and abroad. Some of
these competitors have products or are pursuing the development of drugs that target the same diseases and conditions that are the focus of our
product development programs.

Our competitors could have products that are in advanced development and may succeed in developing drugs that are more effective, safer and
more affordable or more easily administered than ours, or that achieve patent protection or commercialization sooner than our products. Our
competitors may also develop alternative therapies that could further limit the market for any drugs that we may develop.

In many of our target disease areas, potential competitors are working to develop new compounds with different mechanisms, biologies and side
effects. Many of our competitors have substantially greater capital and research and development resources, manufacturing, sales and marketing
capabilities and production facilities than we do. Smaller companies also may prove to be significant competitors, particularly through
proprietary research discoveries and collaboration arrangements with established pharmaceutical companies.

Rapid technological change could make our products obsolete.

Biopharmaceutical technologies have undergone rapid and significant change and we expect that they will continue to do so. As a result, there is
significant risk that our current product candidates may be rendered obsolete or uneconomical by new discoveries before we recover any
expenses incurred in connection with their development. If our product candidates are rendered obsolete by advancements in biopharmaceutical
technologies, our future prospects will suffer.

Consumers may sue us for product liability, which could result in substantial liabilities that exceed our available resources and damage our
reputation.

Developing and commercializing drug products entails significant product liability risks. Liability claims may arise from our and our partners
use of products in clinical trials and the commercial sale of those products.
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Consumers may make product liability claims directly against us and/or our collaborators, and our collaborators or others selling these products
may seek contribution from us if they incur any loss or expenses related to such claims. We currently have insurance that covers our clinical
trials. We believe our current insurance coverage is reasonably adequate at this time. We will, however, need to increase and expand this
coverage as we commence additional clinical trials, as well as larger scale trials, and if our product candidates are

15

31



Edgar Filing: MEDICINOVA INC - Form 424B3

approved for commercial sale. This insurance may be prohibitively expensive or may not fully cover our potential liabilities. Inability to obtain
sufficient insurance coverage at an acceptable cost or otherwise to protect against potential product liability claims could prevent or inhibit the
commercialization of products that we or one of our partners develop. Product liability claims could have a material adverse effect on our
business and results of operations. Liability from such claims could exceed our total assets if we do not prevail in any lawsuit brought by a third
party alleging that an injury was caused by one or more of our drug products.

Health care reform measures could adversely affect our business.

The business and financial condition of pharmaceutical and biotechnology companies are affected by the efforts of governmental and third-party
payors to contain or reduce the costs of health care. In the United States and in foreign jurisdictions there have been, and we expect that there
will continue to be, a number of legislative and regulatory proposals aimed at changing the health care system. For example, in some countries
other than the United States, pricing of prescription drugs is subject to government control, and we expect proposals to implement similar
controls in the United States to continue. Another example of proposed reform that could affect our business is the current discussion of drug
reimportation into the United States. In 2000, Congress directed the FDA to adopt regulations allowing the reimportation of approved drugs
originally manufactured in the United States back into the United States from other countries where the drugs were sold at lower prices.
Although the Secretary of Health and Human Services has refused to implement this directive, in July 2003, the House of Representatives
passed a similar bill that does not require the Secretary of Health and Human Services to act. The reimportation bills have not yet resulted in any
new laws or regulations; however, these and other initiatives could decrease the price we or any potential collaborators receive for our product
candidates once they are approved for sale, adversely affecting our future revenue growth and potential profitability. Moreover, the pendency or
approval of such proposals could result in a decrease in our stock price or our ability to raise capital or to obtain strategic partnerships or
licenses.

Risks Related to the Market for our Common Stock

Our stock price may be volatile, and you may not be able to resell our shares at a profit or at all.

The trading price of our common stock could fluctuate due to the factors discussed in this prospectus. For example, since the date of our initial
public offering through November 11, 2005, our stock has traded as high as 440 Japanese Yen (or approximately $4.19) and as low as 157
Japanese Yen (or approximately $1.33) per share. The trading market for our common stock also may be influenced by the research and reports
that industry or securities analysts publish about us or our industry. If one or more of the analysts who cover us or our industry were to publish
an unfavorable research report or to downgrade our stock, our stock price likely would decline. If one or more of these analysts were to cease
coverage of our company or fail to regularly publish reports on us, we could lose visibility in the financial markets, which in turn could cause
our stock price or trading volume to decline.
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement contains forward-looking statements that involve a number of risks and uncertainties. These forward-looking
statements include, but are not limited to, discussions regarding our operating strategy, growth strategy, licensing and acquisition strategy,
industry, economic conditions, financial condition, liquidity and capital resources, results of operations, the expected progress of the
development of our product candidates, potential licensing, collaboration and partnering plans, anticipated trends and challenges in our business
and the markets in which we operate, our competitive position, our intellectual property protection, the outcome of any litigation against us,
critical accounting policies and the impact of recent accounting pronouncements. Additional forward-looking statements include, but are not
limited to, statements pertaining to other financial items, plans, strategies or objectives of management for future operations, our financial
condition or prospects, and any other statement that is not historical fact, including any statement which includes the word may, might,  will,
intend, should, could, «can, would, expect, believe, estimate, predict, potential, plan or similar words. For all of the foregois
statements, we claim the protection of the Private Securities Litigation Reform Act of 1995. Such statements are subject to a number of
assumptions, risks and uncertainties, many of which are beyond our control, including results of clinical studies, interest of potential
collaborators in the market and other risks and uncertainties, including those described under Risk Factors herein. These assumptions, risks and
uncertainties could cause our actual results to differ materially from those implied or expressed by the forward-looking statements. These
forward-looking statements represent our judgment as of the date hereof. We undertake no obligation to revise or update publicly any
forward-looking statements.

USE OF PROCEEDS

The shares of common stock offered by this prospectus supplement will be sold by the selling stockholders, and the selling stockholders will
receive all of the proceeds from sales of those shares. Accordingly, we will not receive any of the proceeds from sales of the shares offered by
this prospectus supplement.

MARKET FOR OUR COMMON STOCK

Market Information

Our common stock is listed on the Hercules Market of the Osaka Securities Exchange Commission under the symbol 4875. Prior to February 8§,
2005, our common stock was not publicly traded. Accordingly, there is no applicable data available for periods prior to such date. The last
reported sales price per share of our common stock, as reported by the Osaka Securities Exchange on November 11, 2005, was 158 Japanese

Yen (or approximately $1.34, based on the exchange rate for such date as quoted on www.oanda.com.)

Holders of Common Stock

As of November 10, 2005, we had 98,855,856 shares of common stock issued and outstanding which were held by 29 stockholders of record.
Our transfer agent and registrar is American Stock Transfer & Trust Company.

DIVIDEND POLICY
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We have never declared or paid dividends on our capital stock and do not anticipate paying dividends in the foreseeable future. We currently
intend to retain our earnings, if any, for the growth and development of our business.
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SELECTED FINANCIAL DATA

The statements of operations data for the years ended December 31, 2002, 2003 and 2004 and the balance sheet data as of December 31, 2003

and 2004 are derived from our audited financial statements included elsewhere in this prospectus supplement. The statements of operations data

for the period from September 26, 2000 (inception) to December 31, 2000 and for the year ended December 31, 2001 and the balance sheet data

as of December 31, 2000, 2001 and 2002 have been derived from our audited financial statements not included in this prospectus supplement.

We have also included data for the nine months ended September 30, 2004 and 2005 and the period from September 26, 2000 (inception) to

September 30, 2005 from our unaudited interim financial statements included elsewhere in this prospectus supplement. You should read this

data together with our financial statements and related notes included elsewhere in this prospectus supplement and the information under
Management s Discussion and Analysis of Financial Condition and Results of Operations. The operating results in any period are not necessarily

indicative of the results that may be expected for any future period. Amounts are in thousands, except share and per share amounts.

Period from Nine months ended Period from
September 26, Years ended December 31, September 30, September 26,
2000 (inception) 2000 (inception)
to December 31, to September 30,
2000 2001 2002 2003 2004 2004 2005 2005

Statements of Operations Data:
Revenues $ $ $ $ $ 490 $ 354 $ 75 8 565
Operating expenses:
Cost of revenues 438 309 40 478
Research and development 272 952 5,551 4,723 11,210 8,279 15,617 38,325
General and administrative 1,063 1,462 1,538 3,160 2,026 5,602 12,825
Employee stock-based compensation and
founders warrants:
Research and development 107 57 228 334
General and administrative 34,188 34,153 131 34,319
Total operating expenses 272 2,015 7,013 6,261 49,103 44,824 21,618 86,281
Operating loss (272) (2,015) (7,013) (6,261) (48,613) (44,470) (21,543) (85,716)
Other income, net 71 220 82 52 340 133 3,058 3,822
Net loss (201) (1,795) (6,931) (6,209) (48,273) (44,337) (18,485) (81,894)
Accretion to redemption value of
redeemable convertible preferred stock (79) (20) (20) 98)
Deemed dividend resulting from
beneficial conversion feature on Series C
redeemable convertible preferred stock (31,264) (31,265) (31,265)
Net loss applicable to common
stockholders $ (201) $ (1,795) $ (6,931) $ (6,209 $ (79,616) $ (75,622) $  (18,505) $  (113,257)
Basic and diluted net loss per common
share () $ 0400 $ (359 $ (1386) $ (12.42) $ (159.23) $ (151.24) $ (0.22)
Shares used to compute basic and diluted
net loss per share (1) 500,000 500,000 500,000 500,000 500,000 500,000 86,061,750

(1) See Note 1 to our financial statements for an explanation of the method used to calculate the historical and pro forma net loss per share and the number of
shares used in the computation of the per share amounts.

18

35



Edgar Filing: MEDICINOVA INC - Form 424B3

Balance Sheet Data:

Cash, cash equivalents and marketable securities available-for-sale
Working capital

Total assets

Redeemable convertible preferred stock

Deficit accumulated during the development stage

19

As of December 31,

September 30,

2000 2001 2002 2003 2004 2005
$5074 $ 8054 $ 1281 $ 5491 $ 50801 $ 145,178
4,847 7,756 876 4,838 48,704 142,070
5,121 8,379 1,586 5,631 53,769 147,964

43,483

(201) (1,996) (8,928) (15,137) (94,753) (113,257)
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MANAGEMENT S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains predictions, estimates and other forward-looking statements that involve a number of risks and uncertainties,
including those discussed under Risk Factors. These risks could cause our actual results to differ materially from any future performance
suggested below. We undertake no obligation to update these forward-looking statements to reflect events or circumstances arising after the
date of this prospectus supplement. You should read this discussion together with the financial statements, related notes and other financial
information included elsewhere in this prospectus supplement.

Overview and Recent Developments

We are a specialty pharmaceutical company focused on acquiring, developing and commercializing innovative pharmaceutical products for a
variety of diseases and conditions. While we seek to identify and acquire license rights to product candidates with extensive safety and efficacy
data that are in late pre-clinical or early clinical development and that address large markets with significant opportunities for improved
therapies, we are focused primarily on the development of our existing programs at the present time and do not foresee material acquisitions of
product candidates in the near term.

Our development programs follow a dual pathway:

strategic core programs; and

partnering programs.

Our strategic core programs consist of product candidates to which we intend to retain the rights through final regulatory approval in the United
States and commercialize directly. Our partnering programs consist of product candidates we intend to license to larger pharmaceutical
companies and with respect to which we intend to retain co-promotion rights. To date, we have acquired license rights to six compounds. We
currently have Phase I clinical trials ongoing and initiated a Second Phase I clinical trial for MN-029 (solid tumor) and we have Phase I clinical
trials ongoing for MN-221(premature labor) in our strategic core programs and intend to enter into a Phase I clinical trial for MN-246 (urinary
incontinence; pollakisuria) during the first quarter of 2006. We currently have Phase II clinical trials ongoing for MN-305 (Generalized Anxiety
Disorder), MN-001 (bronchial asthma), and MN-166 (multiple sclerosis) in our partnering programs and MN-001 (interstitial cystitis) in our
strategic core programs.

On February 4, 2005, we completed an initial public offering of 30.0 million shares of common stock for proceeds of $104.5 million, net of
underwriting discounts and commissions and offering expenses.

On March 8, 2005, we completed the sale of 1,573,000 shares of our common stock for aggregate proceeds of $5.6 million, net of underwriting
discounts and commissions. The sale of these shares was the result of the underwriters partial exercise of the over-allotment option we granted to
them in connection with our initial public offering.
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We are a development stage company. We have incurred significant net losses since our inception. At September 30, 2005, our accumulated
deficit was approximately $113.3 million, including $34.7 million of non-cash stock-based compensation charges related to employee
stock-based compensation and founders warrants. We expect to incur substantial net losses for the next several years as we continue to develop

our existing programs, expand our research and development programs and acquire or in-license products, technologies or businesses that are
complementary to our own.
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Revenues and Cost of Revenues

We have not generated any revenues from licensing, milestones or product sales to date, and we do not expect to generate any meaningful
revenues within the next 12 to 18 months. Our revenues to date have been generated from development management contracts with Asahi Kasei
Pharma Corporation and Argenes Inc. under which we bill consulting fees and our pass-through clinical contract costs. The primary costs
associated with our revenue are the clinical contract costs we incur and pass-through to our customers. We expect to generate revenue from the
Argenes development management contract for at least the next 12 to 18 months based on currently anticipated clinical trials. We have
completed our contract with Asahi Kasei Pharma has been completed and we do not expect to generate further revenue from that agreement.

Research and Development

Our research and development expenses primarily consist of costs associated with the feasibility studies, licensing and pre-clinical and clinical
development of our six licensed compounds, one of which we are developing for the treatment of two separate indications. Although no longer a
focus for us, we historically have funded research in the area of store-operated calcium channels, or SOCCs, as a novel approach to the treatment
of cancer and inflammatory diseases. These research and development expenses include external costs, such as fees paid to consultants and
related contract research, and internal costs of compensation and other expenses for research and development personnel, supplies, materials,
facility costs and depreciation. These research and development expenses do not include employee stock-based compensation cost for research
and development personnel.

To the extent that costs, including personnel costs, are not tracked to a specific product development program, they are included in the
Unallocated category in the table below. We charge all research and development expenses to operations as incurred.

The following summarizes our research and development expenses for the periods indicated (in thousands):

Nine months ended Period from

Years ended December 31, September 30, Septezx(r)l(l))gr 26,
(inception) to
September 30,
Product
Candidate Disease/ Indication 2002 2003 2004 2004 2005 2005
Strategic Core Programs
MN-221 Premature labor $ $ $ 1,863 $1,457 $ 1,146 $ 3,009
MN-029 Solid tumor 547 1,336 2,393 2,228 1,058 5,334
MN-001 Interstitial cystitis 128 228 131 2,521 2,877
MN-246 Urinary incontinence; Pollakisuria 527 668 1,195
547 1,464 5,011 3,816 5,393 12,415
Partnering Programs
MN-001 Bronchial asthma 1,927 1,428 1,570 1,431 3,590 8,515
MN-305 Generalized Anxiety Disorder 1,939 1,269 2,636 4,575
MN-166 Multiple Sclerosis 9 634 432 2,107 2,750
1,927 1,437 4,143 3,132 8,333 15,840
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SOCC Cancer; Inflammatory diseases 2,515 1,093 167 54 134 4,537

Unallocated 562 729 1,889 1,277 1,757 5,533

Total research and development $5,551 $4,723 $11,210 $8279 $15,617 $ 38,325
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At this time, due to the risks inherent in the clinical trial process and given the early stage of development of our product development programs,
we are unable to estimate with any certainty the costs we will incur in the continued development of our product candidates for potential
commercialization. Due to these same factors, we are unable to determine the anticipated completion dates for our current product development
programs. Clinical development timelines, probability of success and development costs vary widely. While currently we are focused on
advancing each of our product development programs, we anticipate that we will make determinations as to which programs, if any, to pursue
and how much funding to direct to each program on an ongoing basis in response to the scientific and clinical success of each product candidate,
as well as an ongoing assessment as to the product candidate s commercial potential. In addition, we cannot forecast with any degree of certainty
which product candidates, if any, will be subject to future partnering, when such arrangements will be secured, if at all, and to what degree such
arrangements would affect our development plans and capital requirements. As a result, we cannot be certain as to when or to what extent we
will receive cash inflows from the commercialization of our product candidates.

We expect our development expenses to be substantial and to increase as we continue the advancement of our product development programs.
The lengthy process of completing clinical trials and seeking regulatory approval for our product candidates requires the expenditure of
substantial resources. Any failure by us or delay in completing clinical trials, or in obtaining regulatory approvals, could cause our research and
development expenses to increase, which would harm our results of operations.

General and Administrative

Our general and administrative expenses primarily consist of salaries and benefits and consulting and professional fees related to our
administrative, finance, human resources, legal and internal systems support functions. In addition, general and administrative expenses include
insurance and facilities costs.

Critical Accounting Policies and Estimates

Our management s discussion and analysis of our financial condition and results of operations is based on our financial statements, which have
been prepared in accordance with U.S. generally accepted accounting principles. The preparation of these financial statements requires us to
make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at
the date of the financial statements as well as the revenues and expenses during the reporting periods. We evaluate our estimates and judgments
on an ongoing basis. We base our estimates on historical experience and on various other factors that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.

Our significant accounting policies are more fully described in Note 1 to our financial statements appearing at the end of this prospectus
supplement. The following accounting policies are important in fully understanding and evaluating our reported financial results.

As of September 30, 2005, there were no significant changes in critical accounting policies or estimates from those at December 31, 2004.

Research and Development
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Research and development expenses consist of costs incurred to further our research and development activities and include salaries and related
employee benefits, costs associated with clinical trials, non-clinical activities such as toxicology testing, regulatory activities and
research-related overhead expenses. Research and development costs are expensed as incurred. Research and development expenses also include
fees for licensed technology for which technological feasibility has not been established and there are no alternative uses. We also
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enter into agreements with external service providers and contract research organizations to conduct many of our research and development
activities and accrue for costs incurred under these contracts based on factors such as estimates of work performed, milestones achieved, patient
enrollment and experience with similar contracts. As actual costs become known, we adjust our accruals. To date, our accruals have been within
management s estimates. We expect to expand the level of research and development activity performed by external service providers in the
future. As a result, we anticipate that our estimated accruals will be more material to our operations in future periods. Subsequent changes in
estimates may result in a material change in our accrual, which could also materially affect our results of operations.

Stock-Based Compensation

We account for employee stock options and warrants using the intrinsic-value method in accordance with Accounting Principles Board, or APB,
Opinion No. 25, Accounting for Stock Issued to Employees, and related interpretations, and have adopted the disclosure-only provisions of
Statement of Financial Accounting Standards, or SFAS, No. 123, Accounting for Stock-Based Compensation.

Stock-based compensation expense, which is a non-cash charge, results from stock option and warrant issuances at exercise prices below the
deemed fair value of the underlying common stock. With respect to options, we recognize this compensation expense on a straight-line basis
over the vesting period of the underlying option, generally four years. With respect to warrants, because the warrants were variable until
September 2004, we recognized this compensation expense on a straight-line basis at the time of issuance and each time there was a change in
the estimated fair value of the warrants.

We have granted stock options to employees in exchange for services. Given the absence of an active market for our common stock prior to our
IPO in February 2005, we were required to estimate the fair value of our common stock based on a variety of company and industry-specific
factors for the purpose of measuring the cost of the transaction and properly reflecting it in our financial statements.

We granted certain stock options during the year ended December 31, 2004 that resulted in deferred stock-based compensation of $1.4 million.
Deferred employee stock-based compensation represents the difference between the estimated fair value of common stock, after considering the
impact of our IPO, and the option exercise price at the date of grant. It is recorded as a reduction to stockholders equity and is amortized as
compensation expense over the vesting period of the options, generally four years. The amount of deferred employee stock-based compensation
expensed for the year ended December 31, 2004 and the nine months ended September 30, 2005 was $225,000 and $359,000, respectively.
Based on deferred employee stock-based compensation amounts recorded through September 30, 2005, the expected future amortization
expense for the three months ending December 31, 2005 and the years ending December 31, 2006, 2007 and 2008 will be $80,881, $323,525,
$323,525 and $152,391, respectively.

During the year ended December 31, 2004, pursuant to the anti-dilution provisions of the warrants originally issued in September 2000 to our
founders and as a result of the sale of our Series B preferred stock, we adjusted the warrants to provide that our two founders may purchase an
aggregate of 7,323,000 shares of our common stock. As a result, we recorded $19.4 million of stock-based compensation expense to reflect the
difference between the deemed fair value of the underlying common stock and the warrant exercise price at June 30, 2004 for all warrants issued
to date. On September 2, 2004, in conjunction with the sale of our Series C preferred stock, the terms of the warrants were amended in order to
fix the number of shares purchasable thereunder to an aggregate of 12,856,572 shares and to remove the anti-dilution provisions. As a result, we
recorded stock-based compensation of $14.7 million based on the estimated fair value of the underlying common stock on September 2, 2004.
We do not anticipate recording any additional stock-based compensation in connection with these warrants.
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Recent Accounting Pronouncements

In December 2004, the FASB issued SFAS No. 123R, Share-Based Payment, which requires stock-based compensation for an award of equity
instruments, including stock options and employee stock purchase rights, issued to employees to be recognized as a cost in the financial
statements. The cost of these awards is measured according to the grant date fair value of the stock award and is recognized over the period
during which an employee is required to provide service in exchange for the award, which is usually the vesting period. In the absence of an
observable market price for the stock award, the grant date fair value of the stock options would be based upon a valuation methodology that
takes into consideration various factors, including, the exercise price of the award, the expected term of the award, the current price of the
underlying shares, the expected volatility of the underlying share price, the expected dividends on the underlying shares and the risk-free interest
rate. The requirements of SFAS No. 123R are effective for us beginning January 1, 2006. The adoption of this standard is expected to increase
operating expenses and we are currently evaluating the extent of this impact on our financial statements.

Results of Operations

Comparison of the Nine Months Ended September 30, 2005 and 2004

Revenues

Our revenue decreased to $75,000 for the nine months ended September 30, 2005 from $354,000 for the nine months ended September 30, 2004.
The decrease was due to the completion of the Asahi Kasei master service agreement and the fluctuation of the service activity under the
Argenes master services agreement.

Research and Development

Research and development expenses increased to $15.6 million for the nine months ended September 30, 2005 from $8.3 million for the nine
months ended September 30, 2004. This increase primarily was due to:

an increase of $1.6 million in our strategic core programs as a result of $3.1 million increase in clinical trial and related costs, partially
offset by a $1.5 million decrease in other costs, primarily consisting of licensing and milestone payments;

an increase of $5.2 million in our partnering programs as a result of a $5.9 million increase in clinical trial and related costs, partially
offset by a $0.7 million decrease in other costs, primarily consisting of licensing and translation fees; and

an increase of $0.5 million in unallocated expenses as a result of increased salaries and related personnel costs due to expansion of our
research and development staff.

We expect that fees paid to external service providers will continue to increase as we continue development of our existing product candidates
and acquire new product candidates. We anticipate that our research and development expenses will continue to increase in future periods as we
expend additional capital to conduct clinical trials and develop our product candidates.
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General and Administrative

General and administrative expenses increased to $5.6 million for the nine months ended September 30, 2005 from $2.0 million for the nine
months ended September 30, 2004. This increase was primarily was due to:

an increase of $0.9 million of salaries and related costs as we expanded our general and administrative functions to support our
operations;

an increase of $0.6 million related to severance costs to former officers of the Companys;

an increase of $0.6 million of various consulting fees and other consulting related expenses;
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an increase of $0.6 million of legal and accounting fees;

an increase of $0.4 million of insurance premiums; and

an increase of $0.5 million of other expenses.

We anticipate increases in general and administrative expenses in future periods as we expand our administrative organization and incur
additional costs for insurance, professional and consulting fees associated with operating as a public company and to support the future growth
of our research and development organization.

Stock-Based Compensation

Stock-based compensation expenses decreased to $0.4 million for the nine months ended September 30, 2005 from $34.2 million for the nine
months ended September 30, 2004. The decrease primarily was due to the issuance of warrants at exercise prices below the estimated fair value
of our common stock and the amortization of deferred stock-based compensation in 2004. During the nine months ended September 30, 2004,
pursuant to the anti-dilution provisions of the warrants originally issued in September 2000 to our founders and as a result of the sale of our
Series B preferred stock and Series C redeemable convertible preferred stock, we adjusted the warrants to provide that our two founders may
purchase an aggregate of 12,856,572 shares of our common stock. As a result, we recorded $34.1 million of stock-based compensation expense
to reflect the difference between the deemed fair value of the underlying common stock and the warrant exercise price at September 2, 2004, for
all warrants issued to date. We granted options to purchase 20,000 shares of our common stock to members of the Board and an option to
purchase 52,500 shares of our common stock options to former officer of the Company during the comparable period in 2005, however, such
issuance only require us to record $39,900 of stock-based compensation expense.

Other Income, Net

Other income, net is primarily interest income earned on our cash and investment balances and totaled $3.1 million and $133,000 for the nine
months ended September 30, 2005 and 2004, respectively. The increase in income amounts from 2004 to 2005 primarily was due to the increase
in our average cash and investment balances as a result of the proceeds from our initial public offering.

Comparison of the Years Ended December 31, 2004 and 2003

Revenues

Our revenues totaled $0.5 million for the year ended December 31, 2004 from development management services performed under two master
services agreements. We had no revenues during the same period in 2003.

Research and Development
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Research and development expenses increased to $11.2 million for the year ended December 31, 2004 from $4.7 million for the year ended
December 31, 2003. This increase primarily was due to:

an increase of $3.6 million in our strategic core programs as a result of $1.1 million of clinical trial and related costs and $2.5 million
of milestone, licensing and other costs;

an increase of $2.7 million in our partnering programs as a result of $1.0 million of clinical trial and related costs and $1.7 million of
licensing and other costs;

a decrease of $0.9 million in our SOCC program as a result of $0.7 million of reduced pre-clinical development when we redirected
our resources to our strategic core and partnering programs and $0.2 million of other costs; and

an increase of $1.1 million in unallocated expenses as a result of increased salaries and related personnel costs due to increased
research and development staff.
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General and Administrative

General and administrative expenses increased to $3.2 million for the year ended December 31, 2004 from $1.5 million for the year ended
December 31, 2003. This increase primarily was due to $0.9 million of salaries and related costs as we expanded our general and administrative
functions to support our operations, $0.4 million of legal fees, other professional fees and consulting fees and expenses paid to the chairman of
our board of directors, and $0.4 million of other expenses.

Stock-Based Compensation

Stock-based compensation expenses totaled $34.3 million for the year ended December 31, 2004 due to the issuance of warrants at exercise
prices below the estimated fair value of our common stock and the amortization of deferred stock-based compensation. We had no issuances of
options or warrants during the comparable period in 2003 that required us to record stock-based compensation expenses.

Comparison of the Years Ended December 31, 2003 and 2002

Research and Development

Research and development expenses totaled $4.7 million in 2003 compared to $5.6 million in 2002. The $0.9 million decrease from 2002 to
2003 primarily was due to the net effect of:

a decrease of $1.5 million in discovery and pre-clinical activities as a result of the reduced scope of our SOCC program;

a decrease of $1.0 million in licensing and other costs related to our partnering programs;

a decrease of $0.4 million in licensing and other costs related to our strategic core programs;

an increase of $1.3 million related to clinical trial and related costs in our strategic core programs;

an increase of $0.5 million related to clinical trial and related costs in our partnering programs; and

an increase of $0.2 million in unallocated costs as a result of increased salaries and related personnel costs due to a larger research and
development staff.

General and Administrative
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General and administrative expenses totaled $1.5 million in 2003 compared to $1.5 million in 2002. Although our total expenses remained
constant from 2002 to 2003, several of the underlying account balances fluctuated, including an increase of $0.1 million in salaries and related
costs and $0.1 million in consulting fees and related costs paid to the chairman of our board of directors, offset by decreases of $0.1 million in
professional fees and $0.1 million of other expenses.

Other Income, Net

Other income, net is primarily interest income earned on our cash and investment balances and totaled $0.1 million and $0.1 million for the
years ended December 31, 2003 and 2002, respectively. The change in income amounts for each year primarily was due to fluctuations in our
average cash and investment balances and downward interest rate trends.
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Selected Quarterly Financial Data

Our summarized selected quarterly financial data for 2005, 2004 and 2003 is as follows (in thousands, except per share amounts):

Revenue

Total operating expenses

Net loss

Net loss applicable to common stockholders

Basic and diluted net loss per common share

Shares used to compute basic and diluted net loss per share

Revenue

Total operating expenses

Net loss

Net loss attributable to common stockholders

Basic and diluted net loss per common share

Shares used in computing basic and diluted net loss per share

Revenue

Total operating expenses

Net loss

Net loss applicable to common stockholders

Basic and diluted net loss per common share

Shares used in computing basic and diluted net loss per share

Nine Months Ended September 30, 2005

First Second Third
Quarter Quarter Quarter
(unaudited) (unaudited) (unaudited)
$ 2 $ 32 $ 41
$ 5,500 $ 8,371 $ 7,746
$ (4,839) $ (7,203) $ (6,443)
$ (4,859) $  (7,203) $  (6,443)
$ (0.08) $ (0.07) $ (0.07)
60,047 98,856 98,856
Year Ended December 31, 2004
Second Fourth
First Third
Quarter Quarter Quarter Quarter
$ 129 $ 58 $ 167 $ 136
$ 6,817 $ 20,110 $ 17,897 $ 4,279
$ (6,678) $(20,019) $ (17,640) $ (3,936)
$ (6,678) $(20,019) $ (48,924) $ (3,995)
$ (13.36) $ (40.03) $ (97.85) $ (7.99)
500 500 500 500

Year Ended December 31, 2003

Second Fourth
First Third

Quarter Quarter Quarter Quarter
$ $ $ $
$ 1,312 $ 1,624 $ 1,477 $ 1,848
$ (1,309) $ (1,603) $ (1,462) $ (1,835)
$ (1,309) $ (1,603) $ (1,462) $ (1,835)
$ 2.62) $ (3.20) $ (2.93) $ (3.67)

500 500 500 500

Our quarterly operating results have fluctuated in the past and are likely to continue to do so in the future. Some of the factors that could cause

our operating results to fluctuate from period to period include:

the status of development of our product candidates and, particularly, the timing of any milestone payments to be paid under our

licensing agreements;
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the incurrence of clinical expenses that could fluctuate significantly from period to period;

the unpredictable effects of collaborations during these periods;

the timing of our satisfaction of applicable regulatory requirements, if at all;

the rate of expansion of our clinical development and other internal development efforts;

the effect of competing technologies and products and market developments; and

general and industry-specific economic conditions.

We believe that quarterly comparisons of our financial results are not necessarily meaningful and should not be relied upon as an indication of

our future performance.
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Liquidity and Capital Resources

Since our inception, our operations have been financed through the private placement of our equity securities and through the public sale of our
common stock in our initial public offering. Through September 30, 2005, we received estimated net proceeds of $190.3 million from the sale of
equity securities as follows:

in September 2000, we issued and sold 500,000 shares of common stock to founders for aggregate proceeds of $0.1 million;

in October 2000 and August 2001, we issued and sold a total of 1,000,000 shares of Series A preferred stock for aggregate net
proceeds of $10 million;

from March 2003 through May 2004, we issued and sold 291,150 shares of Series B preferred stock for aggregate net proceeds of
$26.8 million;

on September 2, 2004, we issued and sold 27,667,856 shares of Series C preferred stock for aggregate net proceeds of $43.4 million;

on February 4, 2005, we completed an initial public offering of 30.0 million shares of common stock for proceeds of $104.5 million,
net of underwriting discounts and commissions and offering expenses; and

on March 8, 2005, we completed the sale of 1,573,000 shares of our common stock for aggregate proceeds of $5.6 million, net of
underwriting discounts and commissions. The sale of these shares was the result of the underwriters partial exercise of the
over-allotment option we granted to them in connection with our initial public offering.

As of September 30, 2005, we had $20.1 million in cash and cash equivalents as compared to $38.8 million as of December 31, 2004, a decrease
of $18.7 million. Net cash used in operating activities amounted to $16.4 million for the nine months ended September 30, 2005, primarily due
to the net loss occurring for this period of $18.5 million. Net cash used in investing activities for the nine months ended September 30, 2005
consisted of $112.6 million for the net purchases of investments and $0.7 million of capital equipment purchases. Net cash provided by
financing activities amounted to $111.0 million for the nine months ended September 30, 2005, primarily reflecting the sale of common stock
upon the completion of our initial public offering and the related over-allotment option exercised by our underwriters.

As of December 31, 2004, we had $50.8 million in cash, cash equivalents and marketable securities available-for-sale as compared to $5.5
million as of December 31, 2003, an increase of $45.3 million. This increase primarily resulted from completion of the sale of our Series B and
Series C preferred stock. Net cash used in operating activities amounted to $13.6 million for the year ended December 31, 2004, primarily
reflecting the net loss occurring for this period of $48.3 million, offset by non-cash charges for stock-based compensation of $34.3 million. Net
cash used in investing activities for the year ended December 31, 2004 consisted of $0.3 million of capital equipment purchases exclusive of
$10.8 million for the purchase of investments. Net cash provided by financing activities amounted to $59.2 million for the year ended
December 31, 2004, primarily reflecting the sale of Series B and Series C preferred stock.

As of June 30, 2005, we had no off-balance sheet arrangements as defined in Item 303(a)(4) of the SEC s Regulation S-K.
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The following summarizes our long-term contractual obligations as of September 30, 2005 (in thousands):

2005 to 2007 to

Contractual Obligations Total 2006 2008 Thereafter

Operating leases $ 1,501 $ 790 $ 711 $

As a specialty pharmaceutical company focused on acquiring, developing and commercializing innovative pharmaceutical products, we have
entered into numerous license agreements to acquire the rights to develop and commercialize a variety of product candidates. Pursuant to these
agreements, we obtained exclusive, except with respect to various Asian countries, sublicenseable licenses to the patent rights and know-how for
all indications under the agreements. We generally will make an upfront payment and are required to make additional payments upon the
achievement of specific development and regulatory approval milestones. We also are obligated to pay royalties under the agreements until the
later of the expiration of the applicable patent or the applicable last date of market exclusivity after the first commercial sale of the applicable
product, on a country-by-country basis. The amount expended under these agreements and charged to research and development expense during
the years ended December 31, 2004, 2003 and 2002 was approximately $3.5 million, $0.3 million and $1.4 million, respectively. As of
September 30, 2005, future potential milestone payments total approximately $89.9 million and there are no minimum royalties required under
any of our license agreements. The timing of these payments is subject to the achievement of agreed upon milestones and, therefore, remains
uncertain.

We also enter into agreements with third parties to manufacture our product candidates, conduct our clinical trials and perform data collection
and analysis. At this time, due to the variability of these agreements, we are unable to estimate with certainty the future costs we will incur.

Our future capital uses and requirements depend on numerous factors. These factors include but are not limited to the following:

the progress in, and the costs of, our clinical trials;

the progress of our pre-clinical development activities;

our ability to establish and maintain strategic collaborations, including by sub-licensing product candidates;

the costs involved in filing, prosecuting, enforcing and defending patent claims and other intellectual property rights;

the costs and timing of regulatory approvals;

the costs of establishing or expanding manufacturing, sales and distribution capabilities;

the success of the commercialization of our products; and

the extent to which we acquire or invest in other products, technologies and businesses.
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We believe that our existing cash and cash equivalents will be sufficient to meet our projected operating requirements through at least
December 31, 2006.

Until we can generate significant cash from our operations, we expect to continue to fund our operations with existing cash resources that
primarily were generated from the proceeds of offerings of our equity securities and from equipment and leasehold improvement financing. In
addition, we may finance future cash needs through the sale of other equity securities, strategic collaboration agreements and debt financing.
However, we may not be successful in obtaining collaboration agreements, or in receiving milestone or royalty payments under those
agreements. In addition, we cannot be sure that our existing cash and marketable securities resources will be adequate or that additional
financing will be available when needed or that, if available, financing will be obtained on terms favorable to us or our stockholders. Having
insufficient funds may require us to delay, scale
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back or eliminate some or all of our research or development programs or to relinquish greater or all rights to product candidates at an earlier
stage of development or on less favorable terms than we would otherwise choose. Failure to obtain adequate financing also may adversely affect
our ability to operate as a going concern. If we raise additional funds by issuing equity securities, substantial dilution to existing stockholders
would likely result. If we raise additional funds by incurring debt financing, the terms of the debt may involve significant cash payment
obligations as well as covenants and specific financial ratios that may restrict our ability to operate our business.

Quantitative and Qualitative Disclosures About Market Risk

Our exposure to market risk due to changes in interest rates relates primarily to the increase or decrease in the amount of interest income we can
earn on our investment portfolio. Our risk associated with fluctuating interest rates is limited to our investments in interest rate sensitive
financial instruments. Under our current policies, we do not use interest rate derivative instruments to manage exposure to interest rate changes.
We attempt to increase the safety and preservation of our invested principal funds by limiting default risk, market risk and reinvestment risk. We
mitigate default risk by investing in investment grade securities. A hypothetical 100 basis point adverse move in interest rates along the entire
interest rate yield curve would not materially affect the fair value of our interest sensitive financial instruments. Changes in interest rates over
time will increase or decrease our interest income.
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BUSINESS

Overview

We are a specialty pharmaceutical company focused on acquiring, developing and commercializing innovative pharmaceutical products for a
variety of diseases and conditions. We actively seek to identify and acquire license rights to product candidates that:

are in late pre-clinical or early clinical development and have extensive safety and efficacy data; and

address large markets with significant opportunities for improved therapies.

We believe that this approach allows us to move more quickly into the clinical development process in the United States. By acquiring product
candidates with such safety and efficacy data, we believe we are able to commence the regulatory process at a more advanced stage than would
be possible if we developed such candidates on our own, as we can utilize such data in our IND submissions. To date, we have acquired license
rights to six compounds for the development of seven product candidates. Currently we have Phase I clinical trials ongoing for two product
candidates and intend to enter into a Phase I clinical trial with one other product candidate during the first quarter of 2006. Currently we have
Phase II clinical trials ongoing for four product candidates.

We intend to continue to build a strong product pipeline by establishing relationships with large and mid-sized North American, European and
Japanese biotechnology and pharmaceutical companies. Since our inception, we have established relationships with a number of pharmaceutical
companies, including Kissei Pharmaceutical, Kyorin Pharmaceutical and Mitsubishi Pharma Corporation in Japan and Angiogene
Pharmaceuticals in the United Kingdom, pursuant to which we have obtained rights to develop and market compounds. We believe the
establishment of these relationships in Japan and Europe provides us with a competitive advantage in identifying and acquiring compounds from
Japanese and European pharmaceutical companies.

To date, we have acquired rights to commercialize product candidates in the North American and European markets. According to IMS Health
Incorporated, or IMS, a market research organization, in 2004, the North American and European markets accounted for more than
three-quarters of sales within the global pharmaceutical market with approximately $248.0 billion and $154.0 billion, respectively, while the
Japanese market accounted for 11.0% of the market with $58.0 billion of sales. Moreover, according to IMS, sales growth in 2004, in terms of
constant dollars, approximately equaled 7.8% for North America, 6.1% for Europe and only 1.5% for Japan.

Our development programs follow a dual pathway:

Strategic Core Programs. Our strategic core programs consist of product candidates to which we intend to retain the rights through
final regulatory approval in the United States and commercialize directly.

Partnering Programs. Our partnering programs consists of product candidates we intend to license to larger pharmaceutical
companies after advancing them through Phase II clinical trials and with respect to which we intend to retain co-promotion rights.
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We believe this strategy will diversify our development risks by enabling us to acquire a larger portfolio of product candidates, targeting more
diverse indications, than other specialty pharmaceutical companies of similar size.

Strategic Core Programs. Our strategic core programs focus on therapeutic needs that are underserved by large pharmaceutical companies. We
are targeting potential markets that are of a size attractive to us but which may draw only limited interest from large pharmaceutical companies.
We believe that the product candidates in our strategic core program will have limited development costs which will enable us to undertake the
entire
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development and commercialization of these products in the United States. We intend to seek licensing partners for the development and
commercialization of these products outside the United States.

Currently our strategic core programs are focused on the urology and obstetrics/gynecology markets. These are markets in which we believe we
can pursue regulatory approval and develop a marketing and sales infrastructure in the United States utilizing our own resources and without
partnering with larger pharmaceutical companies.

Our existing strategic core programs consist of:

MN-221 for the treatment of premature labor, for which we currently have a Phase I clinical trial ongoing in the United States and our
licensor of this candidate has completed an early Phase I clinical trial in the United Kingdom;

MN-029 for the treatment of solid tumors, for which we currently have two Phase I clinical trials ongoing in the United States;

MN-001 for the treatment of interstitial cystitis, for which we commenced a Phase II clinical trial in the second quarter of 2005 in the
United States; and

MN-246 for the treatment of urinary incontinence, for which we intend to file an IND application to permit commencement of a Phase
I clinical trial during the first quarter of 2006.

Partering Programs. Our partnering programs focus on product candidates for larger markets that typically require significantly greater clinical
development and commercialization resources than our strategic core programs. We intend to increase the value of the product candidates in our
partnering programs by advancing Phase I/II clinical testing to the point where potential partners are willing to make a substantial investment in
conducting later-stage clinical trials and further their development and commercialization.

We believe that our partnering programs will allow us to generate revenues at an earlier stage through the licensing of product candidates during
the clinical testing process. Our partnering programs currently are focused on asthma and anxiety. Our existing partnering programs consist of:

MN-001 for the treatment of bronchial asthma, for which we completed the enrollment of patients in a Phase II clinical trial in the
third quarter of 2005 in the United States;

MN-305 for the treatment of anxiety, for which we commenced a Phase II clinical trial at the end of 2004 in the United States (in
addition, our licensor of MN-305 has completed an early Phase I clinical trial for anxiety disorders in Japan); and

MN-166 for the treatment of multiple sclerosis, for which we commenced a Phase II clinical trial in the second quarter of 2005 in
Eastern Europe.

We have assembled a management team with extensive experience in the pharmaceutical and biotechnology industry, including experience in
pre-clinical research, drug substance and product preparation, regulatory affairs, clinical research, marketing and sales and corporate
development. We believe that our management team has the expertise necessary for:
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assessing product opportunities;

acquiring product candidates and compounds;

advancing products through the clinical and regulatory processes; and

building product development alliances and bringing products to market.

We have successfully utilized our expertise to generate revenues from development management contracts with Asahi Kasei Pharma
Corporation and Argenes Inc., both Japanese pharmaceutical companies, for consulting services rendered. We intend to seek similar revenue
opportunities to augment our dual pathway development approach and to provide us with additional in-license opportunities.
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Our Strategy

Our goal is to become a leader in the development and commercialization of drugs for the treatment of diseases with unmet medical needs. Key
elements of our strategy are to:

Execute our dual pathway development approach. We have acquired a variety of product candidates that are based on proven
pharmacology but have differentiating characteristics from available treatments. We believe that our dual pathway development
approach enables us to diversify our development risks with respect to these product candidates. We intend to advance our existing
and future candidates without excessive reliance on any one program and thereby increase our likelihood of long-term success.
Moreover, we believe that our dual pathway development approach significantly enhances our ability to generate near-term revenue
opportunities through our partnering program, as well as to generate long-term sustained revenue opportunities through our strategic
core programs.

Continue to expand our pipeline of promising product candidates. We intend to continue to identify and license product candidates in
late pre-clinical or early clinical development. We believe our ability, attributable in particular to the relationships and efforts of our
management, to acquire product candidates with high potential and extensive pre-clinical or early clinical data from Japanese
pharmaceutical companies is an advantage over other specialty drug development companies in the U.S. market. For each licensing
candidate, we conduct extensive diligence not only on the patent rights and therapeutic needs addressed, but also on the market
opportunities, level of competition and strategic fit with our existing programs. We believe that we will mitigate the risks inherent in
drug discovery and development by expanding and further diversifying our pipeline of product candidates.

Partner selectively with larger pharmaceutical companies to maximize the commercial potential of our product candidates. We intend
to actively pursue strategic collaborations to draw on the development, regulatory and commercialization expertise of large
biotechnology and pharmaceutical partners. We are already soliciting preliminary indications of interest with respect to our partnering
programs. We also continue to seek additional in-licensing opportunities, potential co-marketing partners and potential future
acquirors of license rights to our core programs in markets outside the United States.

Continue to strengthen our management team. As we have assembled our existing product candidate portfolio, we have also carefully
assembled a management team with extensive experience in all aspects of the drug development process from acquisition through
commercialization. We expect to selectively add to this team in the near to mid-term in order to further strengthen our core
competencies and enable us to execute our development programs as expeditiously as possible.
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Product Development Programs

Our product development programs address diseases that are not well served by currently available therapies and represent significant
commercial opportunities. We believe that our product candidates offer innovative therapeutic approaches that may provide significant
advantages relative to current therapies. The following table summarizes our strategic core and partnering programs:

Disease/
Product Candidate  Indication Phase of Development Licensor Licensed Territory
Strategic Core Programs
MN-221 Premature Additional Phase I commenced in Kissei Worldwide, except Japan
labor U.S. in first half of 2005; Pharmaceutical
Early Phase II completed in
U.K. by Kissei
MN-029 Solid tumor Phase I ongoing in the U.S.; Angiogene Worldwide
Second Phase I commenced in Q2, Pharmaceuticals
2005 in U.S.
MN-001 Interstitial Phase II commenced in Q2, 2005 in U.S. Kyorin Worldwide, except
cystitis Pharmaceutical Japan, China, Taiwan,
and South Korea
MN-246 Urinary Phase I to commence in Q1, 2006 in U.S. Mitsubishi Worldwide, except
incontinence; Pharma Japan, Singapore,
Pollakisuria; Brunei, Thailand,
Obesity; Malaysia, Indonesia, the
Diabetes Philippines, Vietnam,
Bangladesh, Pakistan,
South Korea, China and
Taiwan
Partnering Programs
MN-001 Bronchial Phase II enrollment completed in Kyorin Worldwide, except
asthma Q3, 2005 in U.S. Pharmaceutical Japan, China, Taiwan,

and South Korea
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Phase Il commenced in Q4, 2004 in U.S.; Mitsubishi

Early Phase II for anxiety disorders completed ~ Pharma
by Mitsubishi in Japan;

Phase II for Major Depressive

Disorder completed by Mitsubishi in U.S., Japan
and Europe

Phase II commenced in Q2, 2005 in Eastern Kyorin
Europe;

Pharmaceutical
Pilot trials completed by academic researchers in
Japan;

Approved and marketed for asthma and
post-stroke recovery in Japan and Korea

Research RIKEN,
University of

Tokyo
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Worldwide
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We typically acquire product candidates with significant pre-clinical and early clinical testing data that has been developed by the licensors
outside of the United States. We utilize this data in preparing IND applications and designing additional clinical trials to advance the regulatory
approval process in the United States.

Strategic Core Programs

MN-221 for Premature Labor

Disease Overview. Premature labor is caused by the onset of uterine contractions before term and is the leading cause of neonatal mortality and a
substantial portion of all birth-related short and long-term morbidity, according to a November 2002 publication in Obstetrics & Gynecology.
Successfully inhibiting premature birth is known to reduce the risk of complications. Despite extensive research into premature labor during the
past several decades, the rate of premature births has not decreased. According to National Vital Statistics and the U.S. Census Bureau, in each
of the years 2004, 2003 and 2002, there were over 4 million live births in the United States. According to a September 2004 publication in
British Medical Journal, at least 12% of all births each year in the United States and approximately 5-7% of all births in Europe occur before
term. According to The March of Dimes, over $15 billion is spent on caring for premature infants each year.

Currently, therapy for premature labor remains targeted at uterine contractions. 32-adrenergic receptor agonists widely are used as first-line
treatments for premature birth. The only FDA-approved treatment for premature labor is ritodrine, a 32 agonist. However, ritodrine was
withdrawn in 1999 from the market. The more widely used treatment for premature labor, terbutaline, another B2 agonist, is not approved by the
FDA for premature labor. Atosiban, an oxytocin antagonist, is available in Europe, but was denied regulatory approval in the United States. The
usefulness of these 32-adrenergic receptor agonists is often limited by the adverse reactions they produce, including cardiovascular side effects
such as heart palpitations. As a result, there is a need for treatments that are effective in reducing the premature birth rate and/or providing for
longer gestation, with better safety and tolerability profiles.

Overview of MN-221. MN-221 is a novel, highly selective B,-adrenergic receptor agonist for use in the treatment of premature labor. We have
licensed MN-221 from Kissei Pharmaceutical. In pre-clinical pharmacology studies in pregnant rats and sheep conducted by Kissei
Pharmaceutical, MN-221 reduced the number of spontaneous or drug-induced uterine contractions. In rat and sheep studies in which MN-221
was compared to ritodrine and/or terbutaline, the potency of MN-221 was greater than those [3,-adrenergic receptor agonists currently used
clinically for the treatment of premature labor. Furthermore, in these studies, MN-221 delayed both normal and premature labor in rats and
caused a marked increase in the bodyweight of rat pups as a result of prevention of premature birth. Moreover, in vitro receptor binding studies
conducted by Kissei Pharmaceutical suggest that the stimulating action of 3,-adrenergic receptor agonists on the heart, which is a problem with
current drugs for treating premature labor, may be reduced with MN-221 due to its selectivity for uterine B,-adrenergic receptors.

To date, pharmacokinetic and safety data has been generated from human experience with MN-221 by a Phase I clinical study in healthy male
and non-pregnant female volunteers conducted by Kissei Pharmaceutical in Japan and the U.K. and a Phase I study in the United States
conduction by us. A total of 158 subjects received intravenous infusions of either MN-221 or a placebo. MN-221 was generally well tolerated
and no subject was withdrawn due to any adverse event. A pilot double-blind, placebo-controlled Phase II clinical trial of MN-221 was
completed in 2004 by Kissei Pharmaceutical in § women in premature labor in the U.K. A trend towards a reduction in the number of uterine
contractions was observed in MN-221-treated women. No serious adverse events were observed in this study.

We submitted a U.S. IND for MN-221 in December 2004, which was accepted by the FDA in January 2005. We have completed an additional
Phase I study with a different dose regimen than previously studied and plan to conduct a Phase II clinical study using this revised dose titration
schedule.
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The results of animal studies often are not predictive of results in humans and the clinical information generated to date is too preliminary to
draw any conclusion about the safety or effectiveness of MN-221. Further testing is needed to evaluate whether MN-221 is safe and effective in
humans.

MN-029 for Solid Tumors

Disease Overview. The American Cancer Society estimates that more than 1.4 million Americans will be diagnosed with cancer in 2005. Of
these, more than 760,000 patients will be diagnosed with lung, prostate, colon, rectum or breast solid tumor cancers. At least 570,000 are
expected ultimately to die from cancer. According to Med Ad News, a leading pharmaceutical industry journal, sales of cancer drugs in 2004
exceeded $15.1 billion, approximately $11.2 billion of which related to treatment of solid tumors.

Tumor blood vessels are a promising target for cancer therapy. Compounds that act to deprive tumors of their blood supply fall into two classes:
angiogenesis inhibitors and vascular targeting agents, or VT'As. Angiogenesis inhibitors block the formation of new blood vessels formed in
response to tumor growth. VT As disrupt blood flow through existing tumor blood vessels by damaging the vessel walls. VTAs have a potential
advantage over angiogenesis inhibitors because VTAs work on existing tumor blood vessels and can kill hundreds of cancer cells that depend on
that blood supply with even a brief interruption in blood flow, rather than simply slowing tumor growth by blocking new blood vessel formation.

Overview of MN-029. MN-029 is a novel, small molecule VTA under development for the treatment of cancer. We have licensed MN-029 from
Angiogene Pharmaceuticals. Several pre-clinical pharmacology studies conducted by Angiogene Pharmaceuticals and us have assessed the
mechanism of action and anti-tumor activity of MN-029 in vivo in rodent models of breast adenocarcinoma, colon carcinoma and lung
carcinoma. In these studies, MN-029 damaged poorly formed tumor blood vessels by weakening tumor blood vessel walls and causing leakage,
clotting and eventual vascular shutdown within the tumor. These studies suggest that MN-029 acts quickly and is rapidly cleared from the body,
which may reduce the potential for some side effects commonly associated with chemotherapies.

We intend to evaluate MN-029 as a method of treatment for solid tumors. The FDA has accepted our U.S. IND to begin Phase I testing of
MN-029. We have commenced an open-label study in patients with advanced solid tumors receiving a 10-minute intravenous infusion every 21
days. Groups of patients are being treated in a dose-escalating manner. This trial is designed to study the safety and metabolism of a single dose
of MN-029 when administered intravenously to patients with advanced solid tumors. In addition, this first clinical study will generate
preliminary data on the effect of MN-029 on tumor blood flow and size. We also initiated a second Phase I clinical trial utilizing a weekly
intravenous treatment regimen for three weeks followed by a two-week recovery period. We are collecting the same types of safety and tumor
blood flow data as in the first study. Once a maximum tolerated dose and dosing regimen is established, we plan to initiate Phasel/Ila studies
evaluating MN-029 in combination with approved treatment regimens of selected types of cancer.

The results of animal studies often are not predictive of results in humans, and there is no clinical data in humans on MN-029. Further testing is
needed to evaluate whether MN-029 is safe and effective in humans.

MN-001 for Interstitial Cystitis

Disease Overview. Interstitial cystitis, or IC, is a chronic disease of the bladder characterized by urinary frequency and urgency, night-time
urination and pain above the pubic bone. It is widely believed that IC is due to an altered or defective bladder lining and an increased number of
activated bladder mast cells, which are specialized cells that release biochemicals that cause inflammation. According to the National Kidney
and Urologic Diseases Information Clearinghouse, or NKUDIC, a division of the U.S. National Institutes of Health, over 800,000 patients suffer
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from IC in the United States, 94% of whom are women. We believe that IC is currently underdiagnosed. With the introduction of effective new
treatments, we believe that the market for drugs that treat IC will likely expand.
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Overview of MN-001. MN-001 is a novel, anti-inflammatory compound for the treatment of IC. In connection with our partnering program, we
have collected data relating to the development of MN-001 for bronchial asthma. We have licensed MN-001 from Kyorin Pharmaceutical. The
data collected by Kyorin Pharmaceutical provided a strong scientific rationale for evaluating MN-001 as an oral treatment for IC.

In pre-clinical tests conducted by Kyorin Pharmaceutical and us, MN-001 affected many of the downstream mechanisms activated by mast cell
degranulation in an animal model. Mast cell degranulation is the release of naturally-occurring biochemicals that cause inflammation. MN-001
and its primary metabolite, MN-002, blocked the effects of these naturally-occurring inflammatory biochemicals in both in vitro and in vivo
rodent models. For example, MN-001 blocked leukotrine induced bronchospasm in guinea pigs. MN-001 is also a potent inhibitor of
pro-inflammatory enzymes in vitro (e.g., 5-lipoxygenase and phosphodiesterase 4) and prevented the migration of inflammatory cells to the
lungs of rodents. In a preclinical rat model of IC, MN-001 reduced bladder hyper- reactivity and inflammation much in the same way that it
reduces airway hyper-reactivity and inflammation in models of asthma by blocking these inflammatory mechanisms. We intend to pursue a
parallel development strategy for MN-001 in IC and asthma to maximize the benefits of the existing pre-clinical and clinical safety database.

We filed a U.S. IND in the second quarter of 2005 to evaluate MN-001 in a multi-center, placebo-controlled, randomized, double-blind,
parallel-group study in patients with IC. The IND was allowed by the FDA in the second quarter of 2005 and this Phase II study has
commenced.

The results of animal studies often are not predictive of results in humans, and there is no clinical data in humans with respect to MN-001 in this
indication. Further testing is needed to evaluate whether MN-001 is safe and effective in humans.

MN-246 for Urinary Incontinence

Disease Overview. Urinary incontinence occurs when normal regulation of bladder function is lost. According to the American Foundation for
Urologic Disease, urinary incontinence occurs more frequently in women than in men. There are four types of urinary incontinence:

overactive bladder, characterized by urge incontinence, frequency, urgency, dysuria (painful urination) and nocturia (nighttime
urination);

stress urinary incontinence, characterized by the loss of urine in the presence of increased intra-abdominal pressure;

mixed incontinence, a mix of urgency and involuntary loss of urine; and

overflow incontinence, involuntary loss of urine resulting from over-distension of the bladder.

According to the NKUDIC, the number of patients in the United States suffering from urinary incontinence was over 13 million in 2004.
According to the National Overactive Bladder Evaluation Program, over 35 million patients in the United States suffered from overactive
bladder in 2004.
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The market for drugs to treat urinary incontinence is expected to grow substantially as more patients seek treatment and as newer drugs are
introduced to the market. The global market for urinary incontinence is projected by Datamonitor to grow to $4 billion in 2010. The current

marketplace is dominated by anti-cholinergic drugs that are modestly effective and produce treatment-limiting side effects such as dry mouth.

According to Med Ad News, 2004 sales of the market leader Detrol were $904 million. According to IMS, the number two product, Ditropan
XL, registered sales of $449 million in 2004.
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MN-246 is a novel B, adrenergic receptor agonist licensed by us from Mitsubishi Pharma Corporation. It represents a new approach to treating
urinary incontinence and may have advantages over existing therapies, including improvements in efficacy through increases in bladder volume
with decreases in involuntary bladder contractions and the absence of anti-cholinergic side effects such as dry mouth.

In pre-clinical studies in rats conducted by Mitsubishi Pharma, MN-246 was more potent and effective than oxybutynin and propiverine in
increasing bladder volume. In addition, MN-246 produced little or no increase in residual urine volume. MN-246 was also more potent and
effective in inhibiting electrically-stimulated bladder contractions in rats. MN-246 produced no anti-cholinergic side effects in rats. MN-246 also
demonstrated efficacy in studies conducted on dogs in treating urinary incontinence.

We intend to file a U.S. IND application in the first quarter of 2006 in order to evaluate the safety of MN-246 in Phase I clinical trials expected
to commence in the first quarter of 2006.

The results of animal studies often are not predictive of results in humans, and there is no clinical data in humans on MN-246. Further testing is
needed to evaluate whether MN-246 is safe and effective in humans.

Partnering Programs

MN-001 for Asthma

Disease Overview. Asthma is a chronic inflammatory disease of the lungs in which symptom control is the key to effective disease management.
Both alleviation of acute asthmatic symptoms and blocking of late phase inflammation are important to asthma therapy. The asthma market
continues to grow, with approximately 20 million patients in the United States, according to the Centers for Disease Control and the National
Heart, Lung and Blood Institute. According to a Global Initiative for Asthma publication in May 2004, there are up to 300 million asthmatics
worldwide. According to Med Ad News, sales of asthma drug treatments were approximately $10.7 billion in 2004. According to Med Ad
News, inhaled bronchial steroids and leukotriene agents had sales growth in dollars of 19% and 30% from 2003 to 2004, respectively.
Worldwide sales of the leading leukotriene antagonist for the treatment of asthma were $2.6 billion in 2004, a 30% increase over 2003 sales.

Overview MN-001. MN-001 is a novel compound for the treatment of bronchial asthma. We have licensed MN-001 from Kyorin
Pharmaceutical. In pre-clinical studies conducted by Kyorin Pharmaceutical and us in vivo in rodents, MN-001 combined the positive attributes
of the leukotriene antagonists and inhaled steroids while maintaining an acceptable safety profile. In pre-clinical animal pharmacology studies,
MN-001 inhibited airway hyper-reactivity through a reduction of airway inflammation. In vitro and animal studies also suggest that MN-001
affects many of the downstream mechanisms activated by mast cell degranulation, which is the release of chemicals that cause inflammation. It
is also a potent inhibitor of pro-inflammatory enzymes in vitro (e.g., S-lipoxygenase and phosphodiesterase 4) and prevents migration of
inflammatory cells to the lungs of rodents. In addition, in guinea pig asthma models, MN-001 was more selective than steroids in affecting cells
involved in the inflammatory process and not those involved in cellular immunity.

Four Phase I studies of MN-001 have been completed in a total of 77 healthy volunteers by Kyorin Pharmaceuticals and us. MN-001 was well
tolerated up to daily doses of 2000 mg and there were no serious adverse events in any of these studies. In addition, a Phase II open-label study
was conducted by Kyorin Pharmaceutical in January 1994 in 112 subjects with mild or moderate asthma at doses up to 300 mg twice a day. The
efficacy results in this study were inconclusive in terms of symptomatic improvements at the dosage level. Future clinical studies will evaluate
the safety and efficacy of MN-001 in asthma patients at doses greater than 300 mg twice a day.
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We currently are conducting a Phase II, 147 patient multi-center, placebo-controlled, randomized, double-blind, parallel-group clinical study of
MN-001 with a four week treatment in mild to moderate asthmatic

38

70



Edgar Filing: MEDICINOVA INC - Form 424B3

subjects. The study will evaluate three different dose regimens of MN-001. Efficacy will be evaluated using standard measures of respiratory
function, e.g., FEV,, methacholine challenge, serial spirometry. We expect to complete patient treatments in this study in the third quarter of
2005, and have results in the fourth quarter of 2005.

The results of animal studies often are not predictive of results in humans, and the clinical information generated to date is too preliminary to
draw any conclusions about the safety or effectiveness of MN-001. Further testing is needed to evaluate whether MN-001 is safe and effective in
humans.

We believe that the commercialization of MN-001 will require significant resources. As a result, we intend to partner with pharmaceutical or
biotechnology companies, either on a global or territorial level, to complete the development and commercialization of MN-001.

MN-305 for Generalized Anxiety Disorder

Disease Overview. The essential characteristic of Generalized Anxiety Disorder is excessive, uncontrollable worry about everyday events. This
constant worry affects daily functioning and can cause severe physical symptoms. Generalized Anxiety Disorder can occur with other anxiety
disorders, depressive disorders or substance abuse. Generalized Anxiety Disorder is often difficult to diagnose because it is not triggered by a
specific object or situation. The intensity, duration and frequency of the worry are disproportionate to the issue. As a result, Generalized Anxiety
Disorder tends to interfere with the performance of tasks and the ability to concentrate. According to the U.S. National Institute of Mental
Health, anxiety disorders affect approximately 19 million American adults, of whom 4 million suffer from Generalized Anxiety Disorder.
According to a 2002 report from Front Line Strategic Consulting, a market research organization, worldwide sales of prescription drugs for the
treatment of anxiety disorders are estimated to increase from $4.2 billion in 2002 to $6.2 billion in 2007.

A variety of pharmacologic agents are used to manage patients with anxiety disorders. Benzodiazepines have been the mainstay of the treatment
of acute anxiety since the late 1960s. However, their efficacy as a treatment has been inhibited by problems faced by chronic use due to their
sedative effects. In the late 1980s, buspirone was introduced and widely used even though it takes effect slowly. Buspirone was well tolerated
and safe. During the late 1990s, newer anti-depressants, notably the specific serotonin reuptake inhibitors, or SSRIs, were increasingly used to
treat anxiety as well. While effective, these anti-depressants result in a variety of undesirable side effects, including agitation and sexual
dysfunction. Also, the SSRIs may take weeks to exert their beneficial effects.

We believe that there is a significant opportunity for the introduction of new anxiety reducing drugs. Anxiety disorders are the most prevalent of
neuropsychiatric conditions, yet are under-diagnosed and consequently under-treated.

Overview of MN-305. MN-305 is a serotonin receptor agonist with high affinity and selectivity for the serotonin 5-HT, , receptor subtype. Drugs
that act through this mechanism, such as buspirone, have been proven to be clinically effective in treating Generalized Anxiety Disorder. We
licensed MN-305 from Mitsubishi Pharma. MN-305 has been shown to be more potent than buspirone and to show anti-anxiety efficacy in a
wide range of pre-clinical rodent models. For example, in a social interaction test, MN-305 prolonged the duration of social interaction in rats.
Pre-clinical and clinical studies conducted by Mitsubishi Pharma also suggest that MN-305 may have a more rapid onset of action than
buspirone.

Preliminary evidence of anti-anxiety efficacy has been provided by a six week, open-label, fixed-flexible dose Phase II study conducted by
Mitsubishi Pharma in Japan in 61 patients with neurotic disorders. The neurotic disorders included Generalized Anxiety Disorder, panic
disorder, agoraphobia, mixed anxiety and depressive disorder and dysthymia. MN-305 was well tolerated, with headaches being the most
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trial. At the end of the study, the mean Hamilton Rating Scale for Anxiety score, or HAM-A score, a scale used to measure the intensity of
anxiety symptoms, was reduced by 45.6% compared to the pre-treatment value. Similarly, 53.7% of the patients were rated Moderately
Improved or better following treatment of MN-305. In addition, in several clinical trials conducted by Mitsubishi Pharma in healthy volunteers
and patients with anxiety disorders and Major Depressive Disorder, MN-305 was well tolerated. These studies did not evaluate the reduction of
anxiety symptoms in patients that were not treated with MN-305.

We intend to continue to evaluate the anti-anxiety effects of MN-305 in a double blind, randomized placebo controlled Phase II trial in patients
with Generalized Anxiety Disorder. The change in the HAM-A score will be assessed as the primary measure of efficacy. The U.S. IND for
MN-305 has been transferred to us from Mitsubishi Pharma, enabling us to commence this trial. Further testing may fail to confirm the results of
the pre-clinical and other studies discussed above.

The results of animal studies often are not predictive of results in humans and the clinical information generated to date is too preliminary to
draw any conclusions about the safety or effectiveness of MN-305. Further testing is needed to evaluate whether MN-305 is safe and effective in
humans.

MN-166 for Multiple Sclerosis

Disease Overview. Multiple sclerosis, or MS, is an inflammatory disease of the central nervous system, or CNS, in which the body s immune
system attacks the protective sheath surrounding nerve fibers. According to the National Institute of Neurological Disorders and Stroke, MS is
believed to affect approximately 250,000 to 350,000 people in the United States. The most obvious effect of MS is its destruction of nerve fibers
leading to the loss of muscle control, but multiple CNS functions are also affected. Currently, there is no cure for the disease.
Relapsing-remitting MS, or RRMS, is the most common type of the disease, accounting for approximately 65% of MS patients, according to a
Cognos study published by Decision Resources, Inc. Most patients with RRMS eventually progress to the secondary progressive form of the
disease. According to Med Ad News, worldwide sales of drugs to treat MS exceeded $5.3 billion in 2004.

The aim of treatment is to relieve symptoms of acute attacks, by limiting the disabling effects of relapses and limiting their frequency, and to
minimize disability caused by disease progression. Initially, steroids were used in treating MS to decrease the severity and shorten the duration
of the attacks, but they did not change the course of the disease. Generally, corticosteroid use is limited to the short term treatment of MS,
perhaps one to three weeks. It generally is believed that the side effects and safety risks of long-term corticosteroid therapy contraindicate use of
these drugs in extended MS treatment. More recently, immunosuppressive agents and techniques have been introduced for the treatment of MS.
However, these treatments are only partially effective; they may slow the course of disease progression and mitigate its effects temporarily, but
additional drugs are often required to address the various CNS dysfunctions caused by the disease. Furthermore, these treatments have toxic side
effects which often preclude their widespread use. Many patients continue to experience relapses and progression of the disease, despite taking
these immunomodulators, which generally reduce the relapse rate by only about one-third. Currently, one of the most promising treatments for
MS, beta-interferons, needs to be injected, which may result in inflammation at the injection site. Severe flu symptoms also may occur with the
beta-interferons. We believe drugs that can be taken with less discomfort, particularly those that can be taken orally, would have wide appeal.

Overview of MN-166. MN-166 is a novel oral anti-inflammatory agent. It widely has been used in Japan for over ten years to promote recovery
from ischemic stroke and to treat bronchial asthma. These clinical applications are based on the ability of MN-166 to improve blood flow in the
brain and to relax smooth muscle in the lungs. These mechanisms may also be operative in treating MS.

Because of its anti-inflammatory activity and relatively ben