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At a glance 

Founded in 1999 and funded by reference venture capitalists up to its IPO on Euronext in Paris 
in 2006, Innate Pharma S.A. (Euronext Paris: FR0010331421 – IPH) is a biopharmaceutical 
company developing first-in-class drugs (i.e. with new mechanisms of action) targeting innate 
immunity.  

The pioneering work of Innate Pharma’s scientific founders and research groups has led to the 
development of three product platforms (gamma delta T cells, NK cells and TLR), each directly 
or indirectly validated in clinical oncology settings.  

Besides cancer, Innate Pharma’s drug candidates have development potential in the treatment of 
infectious disease and chronic inflammation. The company's most advanced molecule is in Phase 
II clinical trials (three Phase II trials ongoing, in cancer and in type C viral hepatitis). 

With its strong scientific position in innate immunity pharmacology, its robust intellectual 
property portfolio and its R&D expertise, Innate Pharma intends to become a leading player in 
the rapidly growing market of immunotherapeutics.  

Based in Marseilles, France, Innate Pharma had 81 employees as of August 28, 2007. 

 

Learn more about Innate-Pharma at www.innate-pharma.com 



Innate Pharma SA 
Interim Financial Report  4 / 27 
June 30, 2007 

1. Executive summary and management comments 
 

The key elements of Innate Pharma’s financial results for the first half of 2007 are as follows: 

 A growth in operating revenue (6.1 million euros for the first semester of 2007 vs.     2.7 million 
euros for the first semester of 2006) related to the strategic collaboration with Novo Nordisk A/S 
signed in March 2006 and enabling the Company to maintain its burn rate at a reasonable level. 

 An increase in R&D expenses, in the context of intensification in clinical research: 8.9 million 
euros for the first semester of 2007 vs. 5.4 million euros for the first semester of 2006, or +66%. 
This includes 4.2 million euros in clinical costs, to be compared with 1.4 million euros for the same 
period in 2006. 

 A healthy balance sheet situation, with 56.5 million in cash and cash equivalent and 4.4 million in 
indebtedness, representing an estimated 3 years of cash runway according to the current plan. 

The table below summarizes the IFRS financial statements for the first semester of 2007, with a 
comparison to the same period in 2006: 

 6-month period 
Ending June 30

In thousands of euros, except for data per share 2006 2007

Operating revenue 2,746 6,069

Research and development (5,375) (8,928)

General and administrative (1,514) (2,048)

Net operating expenses (6,890) (10,976)

Operating income (loss) (4,144) (4,908)

Interest income/(expenses), net 405 130

Net loss (3,739) (4,778)

Average number of shares outstanding (in thousand) 16,052 25,061

Net loss per share (0.23) (0.19)

 31/12/2006 30/06/2007

Cash, cash equivalents and financial instruments 59,823 56,522

Total assets 69,255 69,856

Net book value 56,369 53,586

Total financial debt 3,308 4,365
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Operating revenue: 

The following table details the operating revenue for the periods under review: 

 
6-month period 
Ending June 30 

In thousands of euros 2006 2007 

Licensing revenue 1,908 3,602 

Government funding for research costs 838 2,467 

Operating revenue 2,746 6,069 

 

The increase in licensing revenue can be explained mostly by the strategic partnership signed with Novo 
Nordisk A/S in March 2006 concerning the NK platform. The 2007 revenue related to this partnership 
consists of: 

 Research and development financing for six months, from January to June 2007. 

 A lump sum payment at the time of the signing of the agreement, fully paid in 2006 but spread in 
the accounts over three years, the initial duration of the research and development stage of the 
agreement (six months impact for the period from January to June 2007, to be compared with three 
months impact for the same period in 2006). 

 A payment related to a pre-clinical milestone successfully achieved in June 2007 with IPH 22XX,  
one of the products of the collaboration, compared to no milestone payment for the year-ago 
period.  

Government funding for research costs is mostly composed of the research tax credit. The increase in 
research and development expenses between the two periods under review resulted in a sharp increase 
of the research tax credit: 2.1 million euros for the first semester of 2007 vs. 0.7 million euros for the 
first semester of 2006.  
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Net operating expenses, by business function: 

The following table breaks down the net operating expenses by function for the periods under review: 

 

 6-month period 
Ending June 30

In thousands of euros 2006 2007

Research and development (5,375) (8,928)

General and administrative (1,514) (2,048)

Net operating expenses (6,890) (10,976)

 

Research and development expenses include mostly R&D staff costs, product manufacturing costs, 
subcontracting costs (research, pre-clinical and clinical development) as well as costs of materials 
(reagents and other consumables) and pharmaceuticals products. 

The increase in R&D expenses between the two periods under review (8.9 million euros for the first 
semester of 2007 vs. 5.4 million euros for the first semester of 2006, or +66%) reflects the expected 
increase in R&D activity as product candidates mature, and notably the growth of the Phase II clinical 
trials program for IPH 1101. Expenses for clinical development represented a total of 4.2 million euros 
for the first semester of 2007, or 47% of the R&D costs, to be compared with 1.4 million euros for the 
first semester of 2006, or 26% of the  R&D costs.  

R&D expenses accounted for 81% of net operating expenses for the first semester of 2007 vs. 78% for 
the first semester of 2006. 

General and administrative (“G&A”) expenses include mostly costs of the “support” staff, as well as 
external expenses for the management and development of our business (legal, auditing, business 
development, etc.). These costs amounted to 2.0 million euros for the first semester of 2007 vs. 1.5 
million euros for the first semester of 2006. 

G&A expenses accounted for 19% of net operating expenses for for the first semester of 2007 vs. 22% 
for the first semester of 2006.  
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Net operating expenses, by nature: 

The following table breaks down the net operating expenses by nature for the periods under review: 

 

 6-month period 

Ending June 30 

In thousands of euros 2006 2007 

Costs of supplies and consumable materials (900) (1,078) 

Intellectual property expenses (582) (560) 

Other purchases and external expenses (2,934) (5,528) 

Employee benefits costs (1,785) (2,856) 

Share-based compensation (451) (630) 

Depreciation and amortisation (157) (170) 

Other income and expenses (82) (155) 

Net operating expenses (6,890) (10,976) 

 

The most significant changes in expenses can be explained as follows: 

 

 Costs of supplies and consumable materials: the increase of these expenses between the two 
periods under review (1.1 million euros vs. 0.9 million euros for the first semester of 2007 and 2006 
respectively, or +20%) is mostly explained by the increase in consumption of drug products in 
relation to the IPH 1101 Phase II clinical trials program. 

 
 Other purchases and external expenses: the increase of these expenses between the two periods 

under review (5.5 million euros vs. 2.9 million euros for the first semester of 2007 and 2006 
respectively, or +88%) is mostly explained by the sharp increase in subcontracting expenses (3.6 
million euros vs. 1.5 million euros for the first semester of 2007 and 2006 respectively, or +140%). 
The clinical subcontracting (trial management) accounted for 2.5 million euros for for the first 
semester of 2007 vs. 0.9 million euros for the first semester of 2006. This is mostly explained by the 
Phase II clinical trials program for IPH 1101 (the first Phase II trial, in renal cancer, started at the end 
of the first semester of 2006, while there were three ongoing or started Phase II trials with this 
compound during the first semester of 2007). 

 
 Employee benefits costs: the increase of these expenses between the two periods under review (2.9 

million euros for the first semester of 2007 vs. 1.8 million euros for the first semester of 2006, or 
+60%) is explained by the increase in headcount (from 62.5 persons in average for the first 
semester of 2006 to 70.5 persons in average for the first semester of 2007), by the increase in 
salaries as well as by the increase of social security costs following the end of the Young Innovative 
Company status at the end of 2006 (8th year of business for the Company). 

 
 The share-based compensation (non cash expenses based on IFRS 2 calculation) increased 

mechanically as a distribution of free shares to the personnel occurred in late April 2006, with an 
impact for just over two months in the first semester of 2006 compared to an impact of six full 
months for the first semester of 2007. 

 



Innate Pharma SA 
Interim Financial Report  8 / 27 
June 30, 2007 

Balance sheet items: 

Cash, cash equivalent and current financial instruments amounted to 56.5 million euros on June 30, 2007, 
as compared to 59.8 million euros on December 31, 2006. Based on 25.2 million shares outstanding on 
June 30, 2007, the cash, cash equivalent and current financial instruments amounted to 2.2 euros per 
share at that date. The cash, cash equivalent and current financial instruments on June 30, 2007 should 
enable the Company to finance an estimated 3 years of activity based on its current business plan (i.e. 
excluding any significant business expansion through in-licensing or acquisition). 

Since its inception in 1999, the Company has been primarily financed by issuing new securities. The 
Company also generated cash flow from its licensing activity (mostly in relation with the agreements with 
Novo Nordisk A/S) and from repayable government financing (Oséo-Anvar). Repayable government 
financing amounted to 3.3 million euros on June 30, 2007, accounted as financial debt. 

The other key balance sheet items for June 30, 2007 were as follows: 

 Prepaid consumables amounted to 2.2 million euros (vs. 1.7 million euros on December 31, 2006). 
These are drug substances, drug products or materials paid for but not yet consumed at the closing 
date. 

 Receivables from the French government on research tax credits (for the years 2003, 2004, 2005, 
2006 and 2007) amounted to 6.8 million euros. 

 Prepaid income (in trade payables) amounted to 6.2 million euros, in relation with the strategic 
agreement signed with Novo Nordisk A/S in March 2006. 

 

Others: 

In July 2007, the municipality of Marseilles, where Innate Pharma is headquartered, approved the 
potential acquisition by the Company for 1.5 million euros in cash of a lot composed of land (around 
10,000 sqm) and buildings (around 3,000 sqm) where Innate Pharma intends to install its headquarters 
and laboratories after a 3.5 to 4.0 million euros renovation. A specific lease-financing is being considered 
by Innate Pharma for this operation.  

 



Innate Pharma SA 
Interim Financial Report  9 / 27 
June 30, 2007 

Key achievements in the first semester of 2007 (reminder): 

• Two additional Phase I/II trials initiated with IPH 1101, in follicular lymphoma and type-C viral 
hepatitis; 

• Two first Phase I trials initiated with IPH 2101 (NN 1975) by our partner Novo Nordisk A/S (in 
acute myeloid leukaemia and multiple myeloma); 

• Acquisition of rights to novel TLR7 agonists from Cancer Research Technology, part of Cancer 
Research UK, a leading cancer research institute. 

 

Perspectives for the second semester of 2007:  

• Expansion of the Phase II program with IPH 1101, with the initiation of two additional Phase II 
trials; 

• Continuation of efforts to expand the business through internal R&D (new projects) and/or 
acquisition of products and technologies. 

 

Precisions: 

Interim financial statements (excluding notes) according to IFRS accounting standards are attached to this 
press release. Interim financial statements according to IFRS accounting standards including notes are 
enclosed in the Interim Financial Report posted on the website of the Company on August 28, 2007. 

These interim financial statements have been prepared by the Executive Board of the Company, with a 
limited review by our statutory auditors. They have been examined by the Supervisory Board of the 
Company on August 22, 2007.  

 

Risk factors: 

Risk factors affecting the Company are presented in paragraph 4 of the “Document de Référence” 
registered by the French stock-market regulator, the “Autorité des Marchés Financiers”, on April 19, 
2007 under the reference number R.07-37. 

 

Related party transactions: 

Transactions with related parties during the periods under review are disclosed in the Note 18 to the 
Interim financial statements according to IFRS accounting standards that are enclosed in the Interim 
Financial Report posted on the website of the Company on August 28, 2007. 
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2. Statutory auditors' report on interim financial statements 
 



Statutory Auditors’ report on condensed financial statements in accordance with IAS 

34 as at June 30, 2007 

 
To the shareholders 

 
Dear Sirs, 

 

In our capacity as the statutory auditors of the Company, and at your request, we have: 
- performed a limited review of the condensed financial statements of Innate Pharma, 

prepared in accordance with IAS 34 for the half-year ended June, 30 2007, as attached to 
this report; 

- verified information contained in the management report on these financial statements. 
 

These interim condensed financial statements are the responsibility of the Company’s 
Executive Board. Our responsibility is to issue a report on these financial statements based on 

our review. 

 
We conducted our review in accordance with the French Standards on Auditing applicable to 

review engagements. A limited review of interim financial statements consists in obtaining the 
information deemed as necessary, principally from persons responsible for accounting and 

financial matters and applying analytical procedures and any other procedure deemed 
appropriate. A review of this nature is substantially less in scope than an audit conducted in 

accordance with French Standards on Auditing and consequently does not enable us to obtain 
assurance that we would become aware of all significant matters that might be identified in an 

audit. Accordingly, we do not issue an audit opinion. 

 
Based on our review, we have not identified any significant anomalies, which would cause us 

to believe that the accompanying interim condensed financial statements are not prepared, in 
all material respects, in accordance with IAS 34 – International Financial Reporting Standard 

as adopted in the European Union with regards to interim financial information. 

We have also performed the specific verifications of information in the management report on 

these condensed financial statements under review, in accordance with professional standards 
applicable in France. 

We have no matters to report regarding the fair presentation and the conformity with the 

condensed financial statements of the information given in the management report. 

 

Marseilles, August 22, 2007 
 

Statutory Auditors 

Audit Conseil Expertise SA   PricewaterhouseCoopers Audit 

Member of PKF International  

      
Guy Castinel      Philippe Willemin 

This is a free translation into English of the statutory auditors’ report issued in 
French and is provided solely for the convenience of English speaking users. This 

report should be read in conjunction with, and construed in accordance with, French 
law and professional auditing standards applicable in France." 
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3. Interim financial statements  
 
As we had no subsidiaries at the date of closing, we did not prepare consolidated financial statements 
but only individual financial statements. According to current French legislation, individual financial 
statements must be prepared in accordance with accounting principles generally accepted in France. Our 
interim financial statements prepared under accounting principles generally accepted in France as of 30 
June 2007 can be found in the head section of this interim financial report. In addition, we have decided 
to prepare our financial statements as of 30 June 2007 in accordance with IFRS (IAS 34) standards, 
which are presented below.  
 

Balance Sheet 
(in thousands of euros) 

  Note 
December 31, 

2006 
June 30, 

2007

Assets   

Current Assets   
Cash and cash equivalents 3 6,159 6,421
Current financial instruments 3 53,664 50,101
Current receivables and prepayments 4 4,450 5,558
Total current assets  64,273 62,080

Non-current assets   
Non-current receivables 5 3,765 5,865
Property, plant and equipment 6 774 1,771
Other fixed assets 6 442 140
Total non-current assets  4,982 7,776

Total assets  69,255 69,856
   
Liabilities and equity   

Current liabilities   
Trade payables 7 9,452 11,757
Borrowings 8 585 787
Total current liabilities  10,037 12,544

Non-current liabilities   
Borrowings 8 2,723 3,578
Pension benefits 9 126 148
Total non-current liabilities  2,849 3,726

Equity   

Capital and reserves attributable to equity holders of the 
Company 

  

Share capital 10 1,249 1,258
Share premium  81,265 82,164
Retained earnings  (20,213) (26,256)
Net loss for the year or the period  (6,042) (4,778)
Other comprehensive income 3 110 1,196
Total capital and reserves attributable to equity holders of the 
Company 

 56,369 53,586

Total liabilities and equity  69,255 69,856
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Income Statement 
(in thousands of euros) 

 
 6-month accounting period 

ended June 30 

 Note 2006 2007

Licensing revenue 16 1,908 3,602
Government financing for research expenditure 5 838 2,467

Operating revenue  2,746 6,069

Cost of supplies and consumable materials 11 (900) (1,078)
Intellectual property expenses  (582) (560)
Other purchases and external expenses 11 (2,934) (5,528)
Employee benefits other than share-based compensation 12 (1,785) (2,856)
Share-based compensation 13 (451) (630)
Depreciation and amortization  (157) (170)
Other income and expenses, net 14 (82) (155)

Net operating expenses  (6,890) (10,976)

Operating income / (loss)  (4,144) (4,908)

Interest income / (expense), net 15 405 130

Income / (loss) before tax  (3,739) (4,778)

Income tax expense  - -

Net loss  (3,739) (4,778)
   
Loss per share attributable to the equity holders of the Company:  
(in € per share)    
- basic 19 (0.23) (0.19)
- diluted 19 (0.23) (0.19)
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Income Statement by function 
(in thousands of euro) 

 6-month accounting period 
ended June 30 

 2006 2007 

Licensing revenue 1,908 3,602 

Government financing for research expenditure 838 2,467 

Operating revenue  2,746 6,069 

Research and Development (5,375) (8,928) 

General and Administrative (1,514) (2,048) 

Net operating expenses (6,890) (10,976) 

Operating income / (loss) (4,144) (4,908) 

Interest income / (expense), net 405 130 

 Net loss (3,739) (4,778) 
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Statement of cash flows 
(in thousands of euros) 

 6-month accounting period 
ended June 30 

 2006 2007 

   
Cash flows from operating activities   
Net loss (3,739) (4,778) 
Adjustments to reconcile net loss to net cash from 
operating activities: 

  

Depreciation and amortisation 157 170 
Provisions 29 23 
Share-based compensation 451 630 
Profit / (loss) on sale of assets 8 
Changes in working capital 8,146 (527) 
Other items not included in operating activities (356) (42) 

Net cash generated from / (used in) operating 
activities  

4,688 (4,517) 

Cash flows from investing activities   
Acquisition of fixed assets (249) (1,290) 
Disposal of fixed assets - 42 
Disposal / (purchase) of current financial instruments 1,340 4,699 

Net cash generated from / (used in) investing 
activities 

1,091 3,451 

Cash flows from financing activities   
Gross proceeds from issuance of share capital 10,000 279 
Fees on issuance of share capital (51) - 
Costs attributable to issuance of share capital in progress (633) - 
Changes in working capital from financing activities  589 - 
Increase in indebtedness 791 1,089 
Debt repayment (5) (32) 

Net cash generated from financing activities 10,691 1,335 

Changes in cash and equivalents not arising from cash 
flows 

57 (8) 

Net increase / (decrease) in cash and cash 
equivalents 

16,527 262 

Cash and cash equivalents at the beginning of the period 2,585 6,159 

Cash and cash equivalents at the end of the period 19,112 6,421 



Innate Pharma SA 
Interim Financial Report  16 / 27 
June 30, 2007 

Statement of changes in Equity  
(in thousands of euros)  

  

  
Note 

 

Number of 
shares (in 
thousand)  

  

Share 
capital  

  

Share 
premium  

  

Retained
earnings  

  
Net loss  

  

Other
comprehensive

income 
 

Total
attributable

to equity
holders of

the Company 
  

Balance as at 
December 31, 
2006   

 24,983   1,249   81,266   (20,213  (6,042)   110  56,370 

Net loss 
appropriation 2006   

 -   -   -   (6,042)  6,042   -  - 

Share-based 
compensation  - - 629  - - 629 

Increase in share 
capital – January 
2007 

 49 2 72  - - 74 

Increase in share 
capital – February 
2007 

 80 4 118  - - 122 

Increase in share 
capital – April 2007  18 1 27  - - 28 

Increase in share 
capital – May 2007   36  2  53  -   -  -  55 

Fees on issuance of 
share capital in 
progress   

 -   -   -  -   -  - - 

Net loss for the six-
month period 
ended June 30, 
2007   

 -   -   -  -  (4,778)  -  (4,778) 

Unrealised gains on 
securities available 
for sale 

3  -   -   -  -   -  1,086  (1,086) 

Balance as at 
June 30, 2007   

 25,165  1,258  82,164  (26,255)  (4,778)  1,196  53,586 
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Notes to the Interim Financial Statements  
  
 
1) The Company  
  
The company Innate Pharma SA is a biotechnological company. Its activity is centered on the 
development of immunology-based therapies for tumor related illnesses. The Company has a 
technological platform that combines immunology and chemistry of natural substances. The Company’s 
main research field within immunology targets innate immunity, that is the activation of non conventional 
lymphocytes, such as gamma delta T cells, NK and NK.T cells and Toll Like Receptors (TLR).  
  
As at 30 June 2007 the Company had seven products under development, none of which have been 
marketed yet.  
  
In the short run, potential clients for the Company are players in the pharmaceutical industry through 
out-licensing. In 2003, a first license agreement for a product was signed with the Danish laboratory 
Novo Nordisk A/S, who became a minority shareholder in the Company in 2004. The signature of a 
second agreement in March 2006 has strengthened this relationship with Novo Nordisk A/S.  
  
In the long term, the Company intends to deliver its products to patients through anti-cancer treatment 
centers.  
  
The Company’s activity is not subject to seasonal fluctuations.  
  
These interim financial statements have been approved by the Executive Board on August 22, 2007. 
They are not subject to approval from the Shareholders’ meeting.  
  
 
2) Accounting policies  
  
a) Basis of preparation  
  
The interim financial statements for the six-month period ended 30 June 2007 have been prepared in 
accordance with IAS 34 Interim Financial Reporting. They should be read in conjunction with the annual 
financial statements as at 31 December 2006 prepared in accordance with IFRS and presented in 
paragraph 20.3 of the “Document de Référence” registered by the French stock-market regulator, the 
“Autorités des Marchés Financiers”, on April 19, 2007 under the reference number R.07-37.  
  
b) Accounting policies  
  
The accounting policies applied are the same as those adopted in the preparation of the annual financial 
statements in accordance with IFRS as at December 31, 2006, presented in paragraph 20.3 of the 
“Document de Référence” registered by the French stock-market regulator, the “Autorités des Marchés 
Financiers”, on April 19, 2007 under the reference number R.07-37. 
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3) Cash, cash equivalents and current financial instruments  
  
Cash and cash equivalents  
  
Cash and cash equivalents are analyzed as follows (in thousands of euros):  
  

 December 31, 2006 June 30, 2007

Current accounts  1,212  948
Securities available for sale              4,947              5,473
Cash and cash equivalents  6,159  6,421

  
Current accounts are EUR and USD accounts that were opened with two banks, Société Générale and 
Crédit Lyonnais.  
  
Securities available for sale were mainly composed of Société Générale and Crédit Lyonnais money 
market mutual funds. These funds have money market objectives and the funds’ management target is to 
yield a return close to that of EONIA, the EU inter-bank reference rate.  
  
Current financial instruments  
  
Current financial instruments are analyzed as follows (in thousands of euros):  
  

 December 31, 2006 June 30, 2007 

CAAM – Treso Club  7,832  8,009 
CAAM – Treso 3 mois 11,157 6,634 
CAAM – Treso Septembre 10,096 10,291 
CAAM – Treso Eonia 388 395 
CAAM – Treso 9 4,081 4,168 
CAAM – IP Fund 2009 20,109 20,604 
Current financial instruments  53,664  50,101 

 

 

The Company invested in several available-for-sale financial assets in 2005 and 2006 and had the 
following current financial instruments in its portfolio as at 30 June 2007:  

 CAAM – Treso Club: 7,832 thousand euros invested on December 29, 2006 in an open investment 
fund managed by Crédit Agricole Assets Management (“CAAM”). This fund benefits from a 
guarantee in capital, with quarterly windows, up to its maturity at the end of July 2008. The 
unrealized gain on this investment amounted to 177 thousand euros as at June 30, 2007.  

 CAAM – CLAM Treso 3 mois: 11,157 thousand euros invested on December 29, 2006 in an open 
investment fund managed by Crédit Agricole Asset Management (“CAAM”). The sale of part of this 
fund during the six-month period ending June 30, 2007, generated a gain of 50 thousand euros. The 
unrealized gain on the remaining balance of the fund amounted to 125 thousand euros as at 
June 30, 2007. 

 CAAM – Treso Septembre: 10,096 thousand euros invested on December 29, 2006 in an open 
investment fund managed by Crédit Agricole Assets Management (“CAAM”). This fund benefits 
from a guarantee in capital, with quarterly windows, up to its maturity at the end of September 
2007. The unrealized gain on this investment amounted to 195 thousand euros as at June 30, 2007.  
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 CAAM – CLAM Treso Eonia: 387 thousand euros invested on December 6, 2006 in an open 
investment fund managed by Crédit Agricole Asset Management (“CAAM”). The unrealized gain on 
the remaining balance of the fund amounted to 8 thousand euros as at June 30, 2007. 

 CAAM – Treso 9: 4,081 thousand euros invested on December 29, 2006 in an open investment 
fund managed by Crédit Agricole Assets Management (“CAAM”). This fund benefits from a 
guarantee in capital, with quarterly windows, up to its maturity at the end of October 2007. The 
unrealized gain on this investment amounted to 88 thousand euros as at June 30, 2007.  

 CAAM – IP Fund 2009: 20,000 thousand euros invested on December 29, 2006 in an open 
investment fund managed by Crédit Agricole Assets Management (“CAAM”). This fund benefits 
from a guarantee in capital, with quarterly windows, up to its maturity at the end of June 2008. The 
unrealized gain on this investment amounted to 604 thousand euros as at June 30, 2007.  

The unrealized gain relating to current financial instruments amounted to 1,196 thousand euros as at 
30 June 2007.  
  
 
4) Current receivables and prepayments  
  
Current receivables and prepayments are analyzed as follows (in thousands of euros):  
  

 December 31, 2006 June 30, 2007

Customers  - 710
VAT refund 664 588
Grants and government subsidies 90 50
Prepaid expenses 294 683
Other receivables 723 413
Research Tax Credit (CIR) 2003 948 948
Prepaid consumables 1,730 2,166
Current receivables and prepayments  4,450 5,558

 

Customers receivable as at June 30, 2007 is mostly related to a M0-M1 intermediate milestone that was 
achieved in June 2007 by a drug candidate under the collaboration with Novo Nordisk A/S. 
 
 
5) Non-current receivables  
  
Non-current receivables are analyzed as follows (in thousands of euros):  
   

 December 31, 2006 June 30, 2007

Research Tax Credit (CIR) 2004  897 897
Research Tax Credit (CIR) 2005 946 946
Research Tax Credit (CIR) 2006 1,922 1,922
Research Tax Credit (CIR) 2007 - 2,100
Non-current receivables  3,765 5,865

 
The 2006 research tax credit corresponds to management’s best estimate of the portion of the annual 
tax credit for the fiscal year 2007, taking into account all available information when the accounts for the 
six-month period ended 30 June 2007 were closed, which relates to the first 6 months of the financial 
year.  
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6) Property, plant and equipment  
  
Property, plant and equipment can be broken down as follows (in thousands of euros):  
  
    

  

      Buildings
 

  Equipment and
machinery

 

          Total
 

 

Year ended December 31, 2006    

Net opening balance  204  503  707
Acquisitions 25  345  370
Disposals  -  (30)  (30)
Depreciation  (33)  (240)  (273)

     

Net closing balance  196  578  774
 

6-month period ended June 30, 2007 
Net opening balance            196            578            774
Acquisitions  -  1,246  1,246
Disposals  -  (95)  (95)
Depreciation  (17)  (137)  (154)

    

Net closing balance  179  1,592  1,771
  
In its session of July 16, 2007, the council of the City of Marseilles has accepted the principle of the sale 
to Innate Pharma of a municipal real estate lot comprising a land (around 10,000 sqm) and a building 
(around 3,000 sqm) for a consideration of 1.5 million euros. The Company intends to renovate the lot 
during 2007 and 2008, with a total investment estimated at between 3.5 and 4.0 million euros, in order 
to settle in with its headquarters and laboratories in late 2008. A specific lease-financing is being 
considered by the Company for the whole investment. 
 
 
7) Trade payables  
  
This line item is analyzed as follows (in thousands of euros):   
 

 December 31, 2006 June 30, 2007

Suppliers  2,896 4,186
Tax and social liabilities 1,191 1,207
Prepaid income 5,365 6,209
Other payables - 155
Trade payables  9,452 11,757

 
 
 
Prepaid income as at June 30, 2007 is related to the Novo Nordisk agreement signed in March 2006. 
This relates to revenue to be recognized up until March 2008 for research and development funding in 
the scope of this agreement and also to revenue to be recognized in the second half year of 2007, the 
fiscal year 2008 as well as the first quarter of 2009 relating to the upfront payment by Novo Nordisk A/S 
of a technology access fee.  
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8) Borrowings  
  
This line item, per maturity, is as follows (in thousands of euros):  
   

 December 31, 2006 June 30, 2007

ANVAR ADI - 15/02/2002 200 200
ANVAR ADI - 15/02/2002 (Conseil Général) 17 17
ANVAR IMF - 20/07/2006  - -
Bank loans 8 210
Finance leases 360 360
Borrowings - Current 585 787
 
ANVAR ADI - 15/02/2002  1,878 1,878
ANVAR ADI - 15/02/2002 (Conseil Général) 167 167
ANVAR EUREKA - 03/12/2003 671 671
Finance leases 7 862
Borrowings – Non current  2,723 3,578
 
Total borrowings 3,309 4,365

 
The figures presented in current liabilities as at June 30, 2007 are reimbursable between July 2007 and 
June 2008.  
 
During the first six months of 2007, the Company has obtained from Sogelease (Société Générale lease 
financing) a lease financing for laboratory equipments, explaining most of the change between the two 
periods under review.  
  
  
9) Pension benefits  
  
The Company’s pension benefits correspond to indemnities due to employees who leave the Company 
for the purpose of retirement. The Company uses an external actuary firm so as to evaluate this 
provision.  
  
 
10) Capital  
  
Share Capital  
  
As at June 30, 2007, the share capital is composed by 25,165 thousand common shares with a 0.05 euro 
par value. This is to be compared with 24,983 thousand common shares as at December 31, 2006. 
  
Warrants, stock options and free shares  
  
Since being its inception in 1999, the Company has issued remuneration warrants (“BSA”), founder 
warrants (“BSPCE” and/or stock-options) and free shares as described in Note 11 of the paragraph 20.3 
of the “Document de Référence” registered by the French stock-market regulator, the “Autorités des 
Marchés Financiers”, on April 19, 2007 under the reference number R.07-37.   
  
As at 30 June 2007, the fully diluted share capital would comprise 26,851 common shares (with a par 
value of 0.05 euro) considering the exercise of all warrants (BSA and BSPCE), and stock options and free 
shares issued at that date.  
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During the general meeting of shareholders of June 26, 2007, 1,300 thousands new free shares as well as 
200 thousand new warrants (“BSA”) were authorized. At the date of closing, none of such new 
instruments had been distributed yet. 
 
 
11) Cost of supplies and consumable materials, other purchases and external expenses  
  
Cost of supplies and consumable materials consists mainly in procurement of the Company’s drug 
substance and/or drug product that is manufactured by third-parties.  
  
Other purchases and external expenses are analyzed as follows (in thousands of euros):  
  

 6-month period ending June 30

 2006 2007

Subcontracting (1,474) (3,601)
Scientific, medical and regulatory advice fees (125) (214)
Leasing, maintenance and utility (301) (443)
Travel and conventions (339) (439)
Non-scientific advisory and consulting (396) (434)
Marketing, communication and public relations (136) (313)
Telecommunications and postal services (43) (40)
Insurance  (39) (50)
Bank charges (3) (14)
Others, net (78) 20
Other purchases and external expenses (2,934) (5,528)
 
 
 
12) Employee benefits other than share-based compensation  
  
The Company had 77 employees as at 30 June 2007, to be compared with 67 as at 31 December 2006.  
  
In 2004, the Company was granted the Jeune Entreprise Innovante (“JEI”) status for the first time. This 
allows the Company to benefit from social security cost exemptions for employees involved in research 
projects. The JEI status ended at the end of the fiscal year 2006, corresponding to the 8th anniversary of 
the Company. 
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13) Share-based compensation  
  
The share-based compensation expenses are broken down as follows (in thousands of euros):  
  

 6-month period ending June 30

 2006 2007

BSA 2001 (1) -
BSCPE 2001 (8) -
ESOP 2003 (78) -
BSA 2003 (4) (1)
ESOP 2004 (135) (44)
Free shares 2006 (225) (585)
Share-based compensation (451) (630)

 
The Company uses an external actuary to calculate the expense relating to share-based payments in 
accordance with IFRS 2. There is no calculation of a share-based compensation on free shares and 
warrants (“BSA”) not yet distributed at the time of closing. 
 
  
14) Other income and expenses, net  
  
Other income and expenses are analyzed as follows (in thousands of euros):   
 

 6-month period ending June 30

 2006 2007

Taxes (60) (113)
Assets disposed of (3) (22)
Investment subsidies brought back to profit 10 4
Changes in provisions (29) (23)
Others - (1)
Other income and expenses, net (82) (155)

 
 
 
15) Interest income / (expense), net  
  
Interest income and (expense) can be analyzed as follows (in thousands of euros): 
 

 6-month period ending June 30

 2006 2007

Foreign exchange gain / (loss) (3) (8)
Interest income and gain on sales of securities 408 138
Interest income / (expense), net 405 130

 

Interest income and gain on sales of securities do not include the unrealized gain relating to current 
financial instruments amounting to 1,196 thousand euros as at 30 June 2007 as disclosed in Note 3.  
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16) Licensing revenue  
  
The Company’s licensing revenue relates mostly to a licensing agreement with Novo Nordisk A/S 
executed in March 2006. The Company’s R&D personnel being involved in a R&D program following 
the execution of this contract, the contractual payments related to the technology access fee are spread 
over the initial duration of the R&D collaboration, i.e. three years. This duration could be extended for 
up to two additional years. 
 
 
17) Commitments and contingencies  
  
As at June 30, 2007, future lease payments relating to operating lease contracts, all related to the 
Company’s IT estate, amounted to 19 thousand euros for ECS and 60 thousand euros for Dell.  
   
  
18) Related party transactions  
  
The following compensations were expensed to the benefit of the five members of the executive 
committee of the Company (in thousands of euros):   

 6-month period ending June 30

 2006 2007

Salaries and other short-term employee benefits .............................. 438 590
Contributions to supplementary pension plans 5 7
Share-based compensation 276 458
Key management compensation 719 1,055

 
 
 
19) Earnings per share  
  
Basic  
  
Basic earnings per share are calculated by dividing the net earnings attributable to equity holders of the 
Company by the weighted average number of ordinary shares in issue during the period.   

 6-month period ending June 30

 2006 2007

Net earnings for the period (3,739) (4,778)
Weighted average number of ordinary shares in issue (in 

thousands) 16,052 25,061

Basic earnings per share (€ per share) (0.23) (0.19)
 

 
Diluted  
  
Diluted earnings per share are calculated by adjusting the weighted number of ordinary shares 
outstanding to assume conversion of all dilutive potential ordinary shares. As at June 30, 2007, warrants, 
stock options and free shares do not have any dilutive impact.  
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 6-month period ending June 30

 2006 2007

Net earnings for the period (3,739) (4,778)
Weighted average number of ordinary shares in issue (in 

thousands) 16,052 25,119

Adjustment for warrants, stock options and free shares (in 
thousand of shares) 

- -

Basic earnings per share (€ per share) (0.23) (0.19)
 
20) Post balance sheet events  
  
The Company has decided to incorporate a regulated pharmaceutical company which would become a 
fully-owned subsidiary of Innate Pharma. The incorporation will be subject to compliance to the existing 
French pharmaceutical regulations.  
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21) Difference between International Financial Reporting Standards and French accounting 
principles  
  
The principal differences between the financial statements for the six-month period ended June 30, 2007 
prepared in accordance with IAS 34 and French accounting principles are shown in the table below, 
together with explanations of certain adjustments that affect net income and shareholders’ equity (in 
thousands of euros):  
  

Year ended 
December 31, 2006 

December 31,
2005

 

Net loss

 

Change
in

share
capital

 

Change
in

share
premium

 

Change
in

retained
earnings

 

Others

 

December 31,
2006

Shareholders’ equity in 
accordance with French 
GAAP 

 19,666  (4,836)  504  40,948  40  (38)  56,283

Tax regulated 
provisions 

 -  (38)  -  -  -  38  -

Licenses and options on 
licenses 

 (23)  -  -  -  -  -  (23)

Finance leases  2  (1)  -  -  -  -  -
Investment subsidies  (24)  20  -  -  -  -  (4)
Share-based 
compensation  -  (1,187)  -  1,187  -  -  -

Share-based 
compensation 

- - - 40 (40) - -

Unrealized gains on 
securities available for 
sale 

 444  -  -  -  -  (334)  110

Equity in accordance 
with IFRS           20,065          (6,042)                 504

        42,175
          -         (334)          56,369

  

     

6-month period  
ended 
June 30, 2007 

December 31,
2006

 

Net loss

 

Change
in

share
capital

Change
in

share
premium

 

Change
in

retained
earnings

 

Others

 

June 30,
2006

 

Shareholders’ equity in 
accordance with French 
GAAP 

 56,283  (4,118)  9  269  -  (33)  52,410 

Tax regulated provisions  -  (33)  -  -  -  33  - 
Licenses and options on 
licenses 

 (24)  -  -  -  -  -  (24) 

Finance leases  -  -  -  -  -  -  - 
Investment subsidies..............  (4)  4  -  -  -  -  - 
Share-based 
compensation 

 -  (630)  -  630  -  -  - 

Unrealized gains on 
securities available for sale 

 110  -  -  -  -  1,086  1,196 

Equity in accordance 
with IFRS          56,369          (4,778)          9          899          -          1,086          53,586
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22) Income statement by function  
  
The income statement by function is set out below (amounts in thousands of euros):  

  6-month period ending June 30

 2006 2007

  

Licensing revenue 1,908 3,602
Government financing for research expenditure 838 2,467
Operating revenue 2,746 6,069
  
Research and development expenses (5,375) (8,928)
General and administrative expenses (1,514) (2,048)
Net operating expenses (6,890) (10,976)
  
Operating income / (loss) (4,144) (4,908)
  
Interest income / (expense), net 405 130
  
Net loss (3,739) (4,778)
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