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INNATE PHARMA ANOUNCES ITS FINANCIAL RESULTS                           
FOR THE FIRST SEMESTER OF 2007:                                          

OPERATIONAL EXECUTION ACCORDING TO PLAN; GROWTH IN 
REVENUE LIMITS BURN RATE DESPITE INCREASE IN R&D SPENDING 

 

Marseilles, August 28, 2007 

Innate Pharma SA (the “Company”), a biopharmaceutical company developing first-in-class 
drugs targeting the innate immune system, announces today its financial results for the first 
semester of 2007. The key elements 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). 
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 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. 

 

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.  
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“In accordance with our business plan, we continue to experience growth in our research and 
development activity, and notably in clinical trials. In this context, the increase of our 
operating revenue enabled us to maintain our burn rate at a reasonable level as compared to 
industry standards.”, said Hervé Brailly, CEO of Innate Pharma. He added: “This trend is also 
expected in the second part of the year”. 
 
“We are in line with our budget for the first six months of the fiscal year” said Stéphane 
Boissel, EVP and CFO of Innate Pharma. He added: “Excluding any significant corporate event, 
we can expect an increase of the net operating expenses in the region of 30% for 2007 
compared to 2006, while licensing revenue should amount to a minimum of   7.0 million euros. 
In this context, we had a cash runway of at least 3 years at the end of June 2007”. 
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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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About Innate Pharma: 

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 
 
 
Practical Information about Innate Pharma shares: 
 
ISIN code  
Ticker code 

FR0010331421 
IPH 

 
 
Disclaimer: 
 
This press release, and the information contained herein, does not constitute an offer to sell or 
a solicitation of an offer to buy or subscribe for shares of Innate Pharma in any country.   
 
 
For any additional information, please contact: 
 
Innate Pharma Alize Public Relations 
Stephane Boissel, EVP and CFO Caroline Carmagnol 
Tel. : +33 (0)4 96 19 05 50 Tel. : +33 (0)6 64 18 99 59 
stephane.boissel@innate-pharma.fr caroline.carmagnol@wanadoo.fr 
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IFRS financial statements  

June 30, 2007 
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Balance Sheet 
(in thousands of euros) 

 
  December 31, 

2006 
June 30, 

2007

Assets  

Current Assets  

Cash and cash equivalents 6,159 6,421

Current financial instruments 53,664 50,101

Current receivables and prepayments 4,450 5,558

Total current assets 64,273 62,080

Non-current assets  

Non-current receivables 3,765 5,865

Property, plant and equipment 774 1,771

Other fixed assets 442 140

Total non-current assets 4,982 7,776

Total assets 69,255 69,856

Liabilities and equity  

Current liabilities  

Trade payables 9,452 11,757

Borrowings 585 787

Total current liabilities 10,037 12,544

Non-current liabilities  

Borrowings 2,723 3,578
Pension benefits 126 148

Total non-current liabilities 2,849 3,726

Equity  

Capital and reserves attributable to equity holders of the 
Company  

Share capital 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 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



PRESS RELEASE 

 
070828 IPH - Half year 2007 IFRS financials       Page 11/13 

Income Statement  
(in thousands of euros) 

 

 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

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

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

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

Interest income / (expense), net 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 (0.23) (0.19)
- diluted (0.23) (0.19)
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Income Statement by function  
(in thousands of euros) 

 
 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 amortization 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 (4,516) 

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 

 


