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IMMUNOGEN, INC.
CONSOLIDATED BALANCE SHEETS
(UNAUDITED)

In thousands, except per share amounts

March 31,
2007
ASSETS
Cash and cash equivalents $ 7,328
Marketable securities 56,695
Accounts receivable 1,981
Unbilled revenue 6,150
Inventory 2,281
Prepaid and other current assets 1,611
Total current assets 76,046
Property and equipment, net of accumulated depreciation 8,624
Other assets 218
Total assets $ 84,388
LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable $ 2,202
Accrued compensation 2,770
Other accrued liabilities 4,259
Current portion of deferred revenue 5,121
Total current liabilities 14,352
Long-term portion deferred revenue 8,438
Other long-term liabilities 297
Total liabilities 23,087
Commitments and contingencies (Note D)
Stockholders equity:
Common stock, $.01 par value; authorized 75,000 shares; issued and outstanding 42,223 shares and
41,474 shares as of March 31, 2007 and June 30, 2006, respectively 422
Additional paid-in capital 314,452
Accumulated deficit (253,019
Accumulated other comprehensive loss (54
Total stockholders equity 61,801
Total liabilities and stockholders equity $ 84,888

The accompanying notes are an integral part of the consolidated financial statements.

June 30,
2006

$ 4,813
70,210
1,569
5,419

1,235

1,298
84,544

9,319
265

$ 94,128

$ 1,346
925

3,129

5,323
10,723

10,705
350
21,778

415

310,850
(238,561
(354

72,350

$ 94,128




Three Months Ended
March 31,
2007
Revenues:
Research and development support $ 6,583
License and milestone fees 1,497
Clinical materials reimbursement 1,756
Total revenues 9,836
Expenses:
Cost of clinical materials reimbursed 997
Research and development 3,991
Preclinical and clinical 2,079
Process and product development 1,391
Manufacturing 4,504
General and administrative 2,848
Total expenses 15,810
Loss from operations (5,974 )
Interest income, net 757
Net realized losses on investments 5 )
Gain on sale of assets 1
Other income (expense) 69
Loss before income tax expense (5,152 )
Income tax expense 9
Net loss $ (G161 )
Basic and diluted net loss per common share $ 0.12 )
Basic and diluted weighted average common shares
outstanding 41,705

Edgar Filing: IMMUNOGEN INC - Form 10-Q

IMMUNOGEN, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

In thousands, except per share amounts

2006

$ 5258
3,275

822

9,355

779

3,373
1,942
1,657
3,244
2,193
13,188
(3,833 )

875
¢ )

s )
(2,980 )
1

$ (2981 )

$ (0.07 )

41,188

Nine Months Ended
March 31,
2007 2006
$ 18,683 $ 16,175
6,331 5,811
4,664 1,734
29,678 23,720
3,232 1,778
11,510 10,362
6,224 5,534
4,069 4,249
13,346 8,322
8,211 7,319
46,592 37,564
(16,914 ) (13,844
2,497 2,351

(33
1 3
(14 ) 351
(14,430 ) (11,172
28 17
$ (14,458 ) $ (11,189
$ (0.35 ) $ 0.27
41,585 41,109

The accompanying notes are an integral part of the consolidated financial statements.
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IMMUNOGEN, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

In thousands, except per share amounts

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization

Gain on sale of marketable securities
Gain on forward contracts

Stock-based compensation

Deferred rent

Changes in operating assets and liabilities:
Accounts receivable

Unbilled revenue

Inventory

Prepaid and other current assets

Other assets

Accounts payable

Accrued compensation

Other accrued liabilities

Deferred revenue

Net cash used in operating activities

Cash flows from investing activities:

Proceeds from maturities or sales of marketable securities
Purchases of marketable securities

Capital expenditures

Proceeds from settlement of forward contracts

Net cash provided by investing activities

Cash flows from financing activities:
Proceeds from stock options exercised

Net cash provided by financing activities

Net change in cash and cash equivalents
Cash and cash equivalents, beginning balance

Cash and cash equivalents, ending balance

Supplemental disclosure:
Cash paid for income taxes

Nine months ended March 31,

2007

$ (14,458
2,124

(64
1,872
47

@12
(731
(1,046
(256
47

856
1,845
1,130
(2,469
(11,515

213,887
(200,072
(1,429

7

12,393

1,637
1,637
2,515
4,813

$ 7,328

The accompanying notes are an integral part of the consolidated financial statements.

)

~— O — —

2006

$

2,021
33

1,839
30

(81
(394
(293
(70
48
(622
1,218
1,167
(781

(11,189

(7,074

459,593
(451,335

(1,641
6,617
1,084
1,084
627

3,423

$

4,050

17

)

~— — — —
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IMMUNOGEN, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2007
A. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying consolidated financial statements at March 31, 2007 and June 30, 2006 and for the three and nine months ended March 31,
2007, and 2006 include the accounts of ImmunoGen, Inc. (the Company ) and its wholly-owned subsidiaries, ImmunoGen Securities Corp. and
ImmunoGen Europe Limited. Although the consolidated financial statements are unaudited, they include all of the adjustments, consisting only
of normal recurring adjustments, which management considers necessary for a fair presentation of the Company s financial position in
accordance with accounting principles generally accepted in the U.S. for interim financial information. Certain information and footnote
disclosures normally included in the Company s annual financial statements have been condensed or omitted. The preparation of interim
financial statements requires the use of management s estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the interim financial statements and the reported amounts of revenues and
expenditures during the reported period. The results of the interim periods are not necessarily indicative of the results for the entire year.
Accordingly, the interim financial statements should be read in conjunction with the audited financial statements and notes thereto included in
the Company s Annual Report on Form 10-K for the year ended June 30, 2006.

Revenue Recognition

The Company enters into out-licensing and development agreements with collaborative partners for the development of monoclonal
antibody-based cancer therapeutics. The Company follows the provisions of the Securities and Exchange Commission s Staff Accounting
Bulletin No. 104 (SAB No. 104), Revenue Recognition, and Emerging Issues Task Force 00-21 Accounting for Revenue Arrangements with
Multiple Elements (EITF 00-21). In accordance with SAB No. 104 and EITF 00-21, the Company recognizes collaboration revenue related to
research activities as they are performed, as long as there is persuasive evidence of an arrangement, the fee is fixed or determinable, and
collection of the related receivable is probable. The Company recognizes revenue on preclinical and clinical materials when the materials have
passed all quality testing required for collaborator acceptance and title has transferred to the collaborator. The terms of the Company s
agreements contain multiple revenue elements, which typically include non-refundable license fees, payments for research activities and clinical
material manufacturing obligations, payments based upon the achievement of certain milestones, and royalties on product sales. The Company
evaluates such elements of its agreements to determine if the deliverables are separable into units of accounting and then applies applicable
revenue recognition criteria to each unit of accounting.

At March 31, 2007, the Company had the following four types of collaborative contracts with the counterparties identified below:

« License to a single target antigen (single-target license):
Biogen Idec, Inc.

Biotest AG

Boehringer Ingelheim International GmbH

Centocor, Inc., a wholly-owned subsidiary of Johnson & Johnson
Genentech, Inc. (multiple single-target licenses)

Millennium Pharmaceuticals, Inc.
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 Broad option agreements to acquire rights to a limited number of targets over a specified time period (broad license):
Amgen, Inc. (formerly Abgenix, Inc.)

Genentech, Inc.

* A broad agreement to discover, develop and commercialize antibody-based anticancer products:

sanofi-aventis

» Non-exclusive license to humanization technology
sanofi-aventis

Generally, the forgoing collaboration agreements provide that the Company will (i) at the collaborator s request, manufacture preclinical and
clinical materials at the Company s cost, or, in some cases, cost plus a margin, (ii) earn payments upon the collaborators achievements of certain
milestones and (iii) earn royalty payments, generally until the later of the last applicable patent expiration or 12 years after product launch. The
Company is required to provide technical training and to share any process improvements and know-how with its collaborators during the
research term of the collaboration agreements.

Generally, upfront payments on single-target licenses are deferred over the period of the Company s substantial involvement during
development. InmunoGen employees are available to assist the Company s collaborators during the development of their products. The
Company estimates this development phase to begin at the inception of the collaboration agreement and conclude at the end of Phase II testing.
The Company believes this period of involvement is, depending on the nature of the license, on average six and one-half years. At each reporting
period, the Company analyzes individual product facts and circumstances and reviews the estimated period of its substantial involvement to
determine whether a significant change in its estimates has occurred and adjusts the deferral period accordingly. In the event that a single-target
license were to be terminated, the Company would recognize as revenue any portion of the upfront fee that had not previously been recorded as
revenue, but was classified as deferred revenue at the date of such termination.

The Company defers upfront payments received from its broad licenses over the period during which the collaborator may elect to receive a
license. These periods are specific to each collaboration agreement, but are between seven and 12 years. If a collaborator selects an option to
acquire a license under these agreements, any option fee is deferred and recorded over the life of the option, generally 12 to 18 months. If a
collaborator exercises an option and the Company grants a single-target license to the collaborator, the Company defers the license fee and
accounts for the fee as it would an upfront payment on a single-target license, as discussed above. Upon exercise of an option to acquire a
license, the Company would recognize any remaining deferred option fee over the period of the Company s substantial involvement under the
license acquired. In the event that a broad license agreement were to be terminated, the Company would recognize as revenue any portion of the
upfront fee that had not previously been recorded as revenue, but was classified as deferred revenue at the date of such termination. In the event
a collaborator elects to discontinue development of a specific product candidate under a single-target license, but retains its right to use the
Company s technology to develop an alternative product candidate to the same target or a target substitute, the Company would cease
amortization of any remaining portion of the upfront fee until there is substantial pre-clinical activity on another product candidate and the
Company s remaining period of substantial involvement can be estimated.

The Company s discovery, development and commercialization agreement with sanofi-aventis included an upfront payment of $12.0 million that
sanofi-aventis paid to ImmunoGen in August 2003. The Company deferred the upfront payment and is recognizing it ratably over the period of
the Company s substantial involvement of five years, which includes the term of the collaborative research program of three years and the two
12-month extensions that sanofi-aventis has exercised. The discovery, development and commercialization agreement also provides that
ImmunoGen receive committed research funding totaling $79.3 million over the full five years of the research collaboration, which includes the
initial three-year period and the two 12-month extensions. The committed research funding is based upon resources that InmunoGen is required
to contribute to the collaboration. The Company records the research funding as it is earned based upon its actual resources utilized in the
collaboration. In August 2005, sanofi-aventis exercised the first of the two 12-month extensions. This extension is providing the Company with
$18.2 million in additional committed funding over the twelve months beginning September 1, 2006. In August 2006, sanofi-aventis exercised
its remaining option to extend the term of its research collaboration with the Company for an additional year. The Company is to receive a
minimum of $10.4 million in committed research support funding from sanofi-aventis over the twelve-month period beginning September 1,
2007.
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When milestone fees are specifically tied to a separate earnings process and are deemed to be substantive, revenue is recognized when such
milestones are achieved. In addition, when appropriate, the Company recognizes revenue from certain research payments based upon the level of
research services performed during the period of the research contract. Deferred revenue represents amounts received under collaborative
agreements and not yet earned pursuant to these policies. Where the Company has no continuing involvement, the Company will record
non-refundable license fees as revenue upon receipt and will record revenue upon achievement of milestones by its collaborative partners.

The Company produces preclinical and clinical materials for some of its collaborators. The Company is reimbursed for its fully burdened cost to
produce clinical materials and, in some cases, fully burdened cost plus a profit margin. The Company recognizes revenue on preclinical and
clinical materials upon delivery to the customer so long as the materials have passed all quality testing required for collaborator acceptance and
title has transferred to the collaborator.

The Company also produces research material for potential collaborators under material transfer agreements. Additionally, the Company
performs research activities, including developing antibody-specific conjugation processes, on behalf of its collaborators and potential
collaborators during the early evaluation and preclinical testing stages of drug development. Generally, the Company is reimbursed for its fully
burdened cost of producing these materials or providing these services. The Company records the amounts received for the materials produced
or services performed as a component of research and development support.

Marketable Securities

The Company invests in marketable securities of highly rated financial institutions and investment-grade debt instruments and limits the amount
of credit exposure with any one entity. The Company has classified its marketable securities as available-for-sale and, accordingly, carries such
securities at fair value. Unrealized gains and losses, if any, are reported as accumulated other comprehensive income (loss) within stockholders
equity. The amortized cost of debt securities in this category is adjusted for amortization of premiums and accretion of discounts to maturity.

Such amortization and accretions are included in interest income. Realized gains and losses on available-for-sale securities are included in net
realized gains (losses) on investments. The cost of securities sold is based on the specific identification method.

Unbilled Revenue

The majority of the Company s unbilled revenue at March 31, 2007 and June 30, 2006 represents (i) committed research funding earned, but not
yet billed, based on actual resources utilized under the Company s discovery, development and commercialization agreement with sanofi-aventis;
and (ii) research funding earned, but not yet billed, based on actual resources utilized under the Company s development and license agreements
with Biogen Idec, Biotest, Centocor, and Genentech.

Inventory

Inventory costs primarily relate to clinical trial materials being manufactured for sale to the Company s collaborators. Inventory is stated at the
lower of cost or market as determined on a first-in, first-out (FIFO) basis.

Inventory at March 31, 2007 and June 30, 2006 is summarized below (in thousands):

June 30,
March 31, 2007 2006
Raw materials $ 449 $
Work in process 1,832 1,235
Total $ 2,281 $ 1,235

All Tumor-Activated Prodrug (TAP) product candidates currently in preclinical and clinical testing include either DM1 or DM4

10
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as a cell-killing agent, and these agents are the subject of the Company s collaborations. DM1 and DM4 (collectively referred to as DMx) are
both manufactured from a precursor, ansamitocin P3.

Inventory at March 31, 2007 and June 30, 2006 is stated net of write-downs of $1.6 million and $2.9 million, respectively. The write-downs
represent the cost of DM1, DM4 and ansamitocin P3 that the Company considers to be in excess of a 12-month supply based on current firm,
fixed orders and projections from its collaborators.

Due to yield fluctuations, the actual amount of ansamitocin P3 and DMXx that will be produced in future periods under supply agreements is

highly uncertain. As such, the amount of ansamitocin P3 and/or DMx produced could be more than is required to support the development of the
Company s and its collaborators products. Such excess product, as determined under the Company s inventory reserve policy, is charged to cost
of clinical materials reimbursed, unless provided for internal research programs, which would then be charged to research and development
expense.

The Company produces preclinical and clinical materials for its collaborators either in anticipation of or in support of clinical trials, or for
process development and analytical purposes. Under the terms of supply agreements with its collaborators, the Company generally receives
rolling six-month firm, fixed orders for conjugate that the Company is required to manufacture, and rolling twelve- month manufacturing
projections for the quantity of conjugate the collaborator expects to need in any given twelve-month period. The amount of clinical material
produced is directly related to the number of on-going clinical trials for which the Company is producing clinical material for itself and its
collaborators, the speed of enrollment in those trials and the dosage schedule of each clinical trial. Because these elements are difficult to
estimate over the course of a trial, substantial differences between collaborators actual manufacturing orders and their projections could result in
usage of DMx and ansamitocin P3 varying significantly from estimated usage at an earlier reporting period. To the extent that a collaborator has
provided the Company with a firm, fixed order, the collaborator is contractually required to reimburse the Company the full cost of the conjugate
and any agreed margin thereon, even if the collaborator subsequently cancels the manufacturing run.

The Company accounts for the DMx and ansamitocin P3 inventory as follows:

a) DMx and/or ansamitocin P3 is capitalized as inventory upon receipt of the materials. That portion of the
DMx and/or ansamitocin P3 that the Company uses in the production of its own products is recorded as research and
development expense as consumed;

b) To the extent that the Company has collaborator projections for up to twelve months of firm, fixed orders
and/or projections, the Company capitalizes the value of DMx and ansamitocin P3 that will be used in the production
of conjugate subject to these firm, fixed orders and/or projections;

c) The Company considers more than twelve month supply of ansamitocin P3 and/or DMx that is not supported
by firm and fixed orders or projections from its collaborators to be excess. The Company establishes a reserve to
reduce to zero the value of any such excess ansamitocin P3 or DMx inventory with a corresponding charge to cost of
clinical materials reimbursed; and

d) The Company also considers any other external factors and information of which it becomes aware and
assesses the impact of such factors or information on the net realizable value of the DMx and ansamitocin P3
inventory at each reporting period.

The Company did not record any cost of clinical materials reimbursement expense related to excess inventory during the three and nine months
ended March 31, 2007. However, in the nine months ended March 31, 2006, the Company recorded $153,000 to write down certain batches of
ansamitocin P3 and DMx and certain work-in-process amounts to their net realizable value. If the Company increases its on-hand supply of

DMx or ansamitocin P3, a corresponding change to the Company s collaborators projections could result in significant changes in the Company s
estimate of the net realizable value of DMx and ansamitocin P3 inventory. Reductions in collaborators projections could indicate that the
Company has additional excess DMx and/or ansamitocin P3 inventory and the Company would then evaluate the need to record further
write-downs, which would be included as charges to cost of clinical materials reimbursed.

Computation of Net Loss Per Common Share

11
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Basic net loss per common share is calculated based upon the weighted average number of common shares outstanding during the period.
Diluted net loss per common share incorporates the dilutive effect of stock options and warrants. The total number of options and warrants
convertible into ImmunoGen Common Stock and the resulting ImmunoGen Common Stock equivalents, as calculated in accordance with the
treasury-stock accounting method, are included in the following table (in thousands):

12
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Three Months Ended Nine Months Ended

March 31, March 31,

2007 2006 2007 2006
Options and warrants convertible into Common Stock 4,941 5,409 4,941 5,409
Common Stock equivalents 891 1,086 701 1,382

ImmunoGen Common Stock equivalents have not been included in the calculations of dilutive net loss per common share calculations for the
three and nine months ended March 31, 2007 and 2006 because their effect is anti-dilutive due to the Company s net loss position.

Comprehensive Loss

The Company presents comprehensive income (loss) in accordance with Statement of Financial Accounting Standards (SFAS) No. 130,

Reporting Comprehensive Income. For the three and nine months ended March 31, 2007, total comprehensive loss equaled $5.1 million and
$14.2 million, respectively. For the three and nine months ended March 31, 2006, total comprehensive loss equaled $3.1 million and $11.3
million, respectively. Comprehensive loss was comprised entirely of the Company s net loss and the change in its unrealized gains and losses on
its available-for-sale marketable securities for all periods presented.

Stock-Based Compensation

As of March 31, 2007, the Company has one share-based compensation plan, which is the InmunoGen, Inc. 2006 Employee, Director and
Consultant Equity Incentive Plan (the Plan ). The Plan was approved by the Company s Board of Directors and the stockholders of the Company
on November 14, 2006 and replaced the previous stock option plan, the ImmunoGen, Inc. Restated Stock Option Plan, as amended (the Former
Plan ). The Plan provides for the issuance of Stock Grants, the grant of Options and the grant of Stock-Based Awards for up to 2,500,000 shares
of Common Stock of the Company, as well as any shares of Common Stock that are represented by awards granted under the Former Plan that
are forfeited, expire or are cancelled without delivery of shares of Common Stock or which result in the forfeiture of shares of Common Stock
back to the Company on or after November 13, 2006, or the equivalent of such number of shares after the Administrator, in its sole discretion,

has interpreted the effect of any stock split, stock dividend, combination, recapitalization or similar transaction in accordance with the Plan;
provided, however, that no more than 5,900,000 shares shall be added to the Plan from the Former Plan, pursuant to this provision. Option

awards are granted with an exercise price equal to the market price of the Company s stock at the date of grant. Options vest at various periods of
up to four years and may be exercised within ten years of the date of grant.

Effective July 1, 2005, the Company adopted the fair value recognition provisions of Financial Accounting Standards Board (FASB) Statement
123(R), Share-Based Payment (Statement 123(R)), using the modified-prospective-transition method. Under that transition method,
compensation cost recognized includes: (a) compensation cost for all share-based payments granted, but not yet vested as of July 1, 2005, based
on the grant-date fair value estimated in accordance with the original provisions of Statement 123 (as defined below), and (b) compensation cost
for all share-based payments granted subsequent to July 1, 2005, based on the grant-date fair value estimated in accordance with the provisions
of Statement 123(R). Such amounts have been reduced by the Company s estimate of forfeitures of all unvested awards.

The fair value of each stock option is estimated on the date of grant using the Black-Scholes option-pricing model that uses the assumptions
noted in the following table. Expected volatility is based exclusively on historical volatility data of the Company s stock. The expected term of
stock options granted is based exclusively on historical data and represents the period of time that stock options granted are expected to be
outstanding. The expected term is calculated for and applied to one group of stock options as the Company does not expect substantially
different exercise or post-vesting termination behavior among its employee population. The risk-free rate of the stock options is based on the
U.S. Treasury rate in effect at the time of grant for the expected term of the stock options. The following table includes the assumptions used in
calculating our stock-based compensation for the three and nine month periods ended March 31, 2007 and 2006:

13
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Three Months Ended March 31, Nine Months Ended March 31,

2007 2006 2007 2006
Dividend None None None None
Volatility 79.81 % 81.60 % 81.84 % 81.60 %
Risk-free interest rate 4.67 % 4.51 % 4.79 % 4.26 %0
Expected life (years) 6.9 6.0 6.6 6.0

Using the Black-Scholes option-pricing model, the weighted average grant date fair value of options granted during the three months ended
March 31, 2007 and 2006 was $3.62 and $3.24, respectively, and $2.87 and $4.15 for options granted during the nine months ended March 31,
2007 and 2006, respectively.

As of March 31, 2007, the estimated fair value of unvested employee awards was $3.1 million, net of estimated forfeitures. The
weighted-average remaining vesting period for these awards is approximately two years.

During the nine months ended March 31, 2007, holders of options issued under the Plan exercised their rights to acquire an aggregate of 748,984
shares of common stock at prices ranging from $0.84 to $3.95 per share. The total proceeds to the Company from these option exercises were
approximately $1.6 million.

Derivatives

Derivative instruments include a portfolio of short duration foreign currency forward contracts intended to mitigate the risk of exchange
fluctuations for manufacturing/development contracts to be paid in Euros. Derivatives are estimated at fair value and classified as other current
assets or liabilities in the accompanying Consolidated Balance Sheets. The fair value of these instruments represent the present value of
estimated future cash flows under the contracts, which are a function of underlying interest rates, currency rates, related volatility, counterparty
creditworthiness and duration of the contracts. Changes in these factors or a combination thereof may affect the fair value of these instruments.

We do not designate foreign currency forward contracts as hedges for accounting purposes, and changes in the fair value of these instruments are
recognized in earnings during the period of change. Because we enter into forward contracts only as an economic hedge, any gain or loss on the
underlying foreign-denominated balance would be offset by the loss or gain on the forward contract. Net gains on forward contracts for the
three and nine month periods ended March 31, 2007 are $68,000 and $75,000, respectively, and are included in the Consolidated Statement of
Operations as other income (expense). As of March 31, 2007, we had outstanding forward contracts with notional amounts equivalent to
approximately $6.8 million (5.1 million in Euros), all maturing on or before March 27, 2008. As of March 31, 2006, there were no foreign
currency forward contracts outstanding.

Reclassifications

Prior year treasury stock balances have been reclassified to common stock and additional paid-in capital in order to conform to the current year
presentation.

Segment Information

During the three and nine months ended March 31, 2007, the Company continued to operate in one reportable business segment under the
management approach of SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, which is the business of
discovery of monoclonal antibody-based cancer therapeutics.

Revenues from sanofi-aventis accounted for 59% and 65% of total revenues for the three months ended March 31, 2007 and 2006, respectively,
and 64% and 73% for the nine months ended March 31, 2007 and 2006, respectively. Revenues from Genentech accounted for 22% and 27% of
total revenues for the three months ended March 31, 2007 and 2006, respectively, and 21% and 16% for the nine months ended March 31, 2007
and 2006, respectively. There were no other individually significant customers in the three and nine months ended March 31, 2007 and 2006.

14
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Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities  Including an
amendment of FASB Statement No. 115, or SFAS 159, which is effective for fiscal years beginning after November 15, 2007 (our fiscal year
2009). SFAS 159 permits entities to choose to measure many financial instruments and certain other items at fair value. The objective is to
improve financial reporting by providing entities with the opportunity to mitigate volatility in reported earnings caused by measuring related
assets and liabilities differently without having to apply complex hedge accounting provisions. We have not completed our evaluation of the
effects of adopting this standard, however, we do not believe the adoption will have a material impact on the Company s consolidated financial
statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, or SFAS 157, which is effective for fiscal years beginning
after November 15, 2007 (our fiscal 2009). SFAS 157 defines fair value, establishes a framework for measuring fair value in accordance with
Generally Accepted Accounting Principles, and expands disclosures about fair value measurements. The Statement codifies the definition of fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date. The standard clarifies the principle that fair value should be based on the assumptions market participants would use when
pricing the asset or liability and establishes a fair value hierarchy that prioritizes the information used to develop those assumptions. We have
not completed our evaluation of the effects of adopting this standard, however, we do not believe the adoption will have a material impact on the
Company s consolidated financial statements.

In July 2006, the FASB issued Financial Interpretation No. (FIN) 48, Accounting for Uncertainty in Income Taxes, which applies to all tax
positions related to income taxes subject to No. 109 (SFAS 109), Accounting for Income Taxes. This includes tax positions considered to be

routine as well as those with a high degree of uncertainty. FIN 48 utilizes a two-step approach for evaluating tax positions. Recognition (step
one) occurs when an enterprise concludes that a tax position, based solely on its technical merits, is more-likely-than-not to be sustained upon
examination. Measurement (step two) is only addressed if step one has been satisfied (i.e., the position is more-likely-than-not to be sustained).
Under step two, the tax benefit is measured as the largest amount of benefit, determined on a cumulative probability basis that is
more-likely-than-not to be realized upon ultimate settlement. FIN 48 s use of the term more-likely-than-not in steps one and two is consistent
with how that term is used in SFAS 109 (i.e., a likelihood of occurrence greater than 50 percent).

Those tax positions failing to qualify for initial recognition are recognized in the first subsequent interim period they meet the
more-likely-than-not standard, or are resolved through negotiation or litigation with the taxing authority, or upon expiration of the statute of
limitations. Derecognition of a tax position that was previously recognized would occur when a company subsequently determines that a tax
position no longer meets the more-likely-than-not threshold of being sustained. FIN 48 specifically prohibits the use of a valuation allowance as
a substitute for derecognition of tax positions. Additionally, FIN 48 requires expanded disclosure requirements, which include a tabular
rollforward of the beginning and ending aggregate unrecognized tax benefits as well as specific detail related to tax uncertainties for which it is
reasonably possible the amount of unrecognized tax benefit will significantly increase or decrease within twelve months. These disclosures are
required at each annual reporting period unless a significant change occurs in an interim period. FIN 48 is effective for fiscal years beginning
after December 15, 2006 (our fiscal year 2008). We have not completed our evaluation of the effects of adopting this standard, however, we do
not believe the adoption will have a material impact on our results of operation or financial position.

B. Agreements
Biotest AG

In July 2006, the Company entered into a development and license agreement with Biotest AG. The agreement grants Biotest AG exclusive

rights to use the Company s TAP technology with antibodies to a target found on multiple myeloma cells to create anticancer therapeutics. Under
the agreement, the Company received a $1 million upfront payment, and is entitled to receive up to $35.5 million in milestone payments plus
royalties on the sales of any resulting products. The Company will receive manufacturing payments for any preclinical and clinical materials
made at the request of Biotest. The agreement also provides ImmunoGen with the right to elect to participate, at specific stages during the

clinical evaluation of any compound created under this agreement, in the U.S. development and commercialization of that compound in lieu of
receiving royalties on U.S. sales of that product and the milestone payments not yet earned. The Company can exercise this right by payment to
Biotest of an agreed-upon fee of $5 million or $15 million, depending on the stage of development. Upon exercise of this right, ImmunoGen and
Biotest would share equally the associated costs of product development and commercialization in the United States along with the profit, if any,
from U.S. product sales.
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sanofi-aventis

In August 2006, sanofi-aventis exercised its remaining option to extend the term of the research collaboration with the Company for another
year, and committed to pay the Company a minimum of $10.4 million in research support over the twelve months beginning September 1, 2007.
Additionally, effective September 1, 2006, ImmunoGen is no longer obligated to present new targets for antibody-based anticancer therapeutics
to sanofi-aventis, enabling the Company to use such targets in the development of its own proprietary products.

In October 2006, sanofi-aventis informed the Company that the clinical testing of AVE1642 began, triggering a $2 million milestone payment to
the Company. This milestone is included in license and milestone fee revenue for the nine month period ended March 31, 2007. Additionally, in
October 2006, sanofi-aventis licensed non-exclusive rights to use InmunoGen s proprietary resurfacing technology to humanize antibodies. This
technology was developed to enable antibodies initially of murine origin to appear to be human to the human immune system. This license
provides sanofi-aventis with the non-exclusive right to use InmunoGen s proprietary humanization technology through August 31, 2011, and can
be extended thereafter. Under the terms of the license, ImmunoGen will receive a $1 million license fee, half of which was paid upon contract
signing and the second half is due on August 31, 2008, and in addition, ImmunoGen is entitled to receive milestone payments potentially

totaling $4.5 million plus royalties on sales for each compound humanized under this agreement. The Company has deferred the $500,000
p