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CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In thousands, except par value data)
March 31, December 31,
ASSETS 2007 2006
Current assets:
Cash and cash equivalents $ 5,539 $ 9,554
Marketable securities (Note 3) 23,876 19,942
Accounts receivable - net of allowances of $26 at March 31, 2007 and $42
at December 31, 2006, respectively 17
Inventory (Note 5) 286 308
Prepaid expenses and other current assets (Note 12) 19,555 19,997
Total current assets 49,256 49,818
Property and equipment, net (Note 6) 215 271
Other assets 1,700 1,689
Total assets $ 51,171 $ 51,778
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expenses (Note 12) $ 31,191 $ 36,494
Notes payable (Note 7) 257 642
Total current liabilities 31,448 37,136
Commitments and contingencies (Note 12)
Stockholders' equity (Note 8):
Preferred stock, 5,000 shares authorized:
Series A convertible preferred stock, $.001 par value; 8 shares issued and
outstanding, liquidation value of $385 at March 31, 2007 and December 31,
2006, respectively
Series G participating cumulative preferred stock, $.001 par value; O shares
issued and outstanding at March 31, 2007 and December 31, 2006,
respectively
Common stock, $.001 par value; 250,000 shares authorized, 183,725 and
153,725 shares issued and outstanding at March 31, 2007 and December 31,
2006, respectively 184 154
Additional paid-in capital 440,055 429,425
Accumulated deficit (420,573) (414,968)
Accumulated other comprehensive income 57 31
Total stockholders' equity 19,723 14,642
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Total liabilities and stockholders' equity

See accompanying notes to consolidated financial statements.

GENTA INCORPORATED

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)

Product sales net
Cost of goods sold
Gross margin

Operating expenses:

Research and development

Selling, general and administrative

Provision for settlement of litigation, net (Note 12)
Total operating expenses

Other income/(expense):

Gain on maturity of marketable securities
Interest income and other income, net
Interest expense

Total other income, net

Net loss

Net loss per basic and diluted share

(Unaudited)

51,171 $ 51,778
Three Months Ended
March 31,

2007 2006
$ 94 $ 67
22 16
72 51
3,383 4,750
4,052 5,456

(1,560)

5,875 10,206
8 92
274 184
(34) (16)
198 260
$ (5,605) $  (9,895)
$ (0.04) $ (0.08)
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Shares used in computing net loss per basic and diluted share

159,391 118,186

See accompanying notes to consolidated financial statements.

GENTA INCORPORATED

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)
Operating activities:
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization

Share-based compensation (Note 9)

Gain on maturity of marketable securities
Provision for settlement of litigation, net (Note 12)
Changes in operating assets and liabilities:
Accounts receivable

Inventory (Note 5)

Prepaid expenses and other current assets
Accounts payable and accrued expenses

Three Months Ended March
31,

2007 2006

$ (5,605) $  (9,895)

56 334

570 597

@®) 92)
(1,560)

17 41

22 16

442 404

(3,743) (2,926)
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Other assets

Net cash used in operating activities
Investing activities:

Purchase of marketable securities (Note 3)
Maturities of marketable securities (Note 3)
Purchase of property and equipment

Net cash used in investing activities
Financing activities:

Repayments of note payable

Issuance of common stock, net (Note 8)
Issuance of common stock upon exercise of warrants and options

Net cash provided by financing activities

Increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

$

(1)
(9,820)

(13,900)
10,000

(3,900)

(385)
10,090

9,705

(4,015)
9,554
5,539

See accompanying notes to consolidated financial statements.

GENTA INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2007

(Unaudited)

(7)
(11,528)

(25,931)
12,000
©)
(13,940)

(451)
37,736
98
37,383

11,915
9,314
21,229
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1.

Organization and Business

Genta Incorporated ( Genta or the Company ) is a biopharmaceutical company engaged in pharmaceutical (drug)
research and development, its sole reportable segment. The Company is dedicated to the identification, development
and commercialization of novel drugs for the treatment of cancer and related diseases.

The Company has had recurring annual operating losses since its inception. Management expects that such losses will
continue at least until its lead product, Genasense® (oblimersen sodium) Injection, receives approval for commercial

sale in one or more indications. Achievement of profitability for the Company is currently dependent on the timing of
Genasense® regulatory approval. Any adverse events with respect to approvals by the U.S. Food and Drug
Administration ( FDA ) and/or European Medicines Agency ( EMEA ) could negatively impact the Company s abil
obtain additional funding or identify potential partners.

The Company had $29.4 million of cash, cash equivalents and marketable securities on hand at March 31, 2007. On
March 14, 2007, the Company sold 30.0 million shares of its common stock at a price of $0.36 per share, raising net
proceeds of $10.1 million. Net cash used in operating activities during the three months ended March 31, 2007 was
$9.8 million.

On December 15, 2006, the Company received a non-approvable notice from the FDA for its New Drug Application

( NDA ) for the use of Genasef3@lus chemotherapy in patients with chronic lymphocytic leukemia ( CLL ). The
Company believes that its application met the regulatory requirements for approval and on April 4, 2007, announced
that it had filed a formal appeal of this non-approvable notice. The appeal was filed pursuant to the FDA s Formal
Dispute Resolution process that exists within FDA s Center for Drug Evaluation and Research ( CDER ). Responses for
CDER appeals are typically made within 30 to 60 days.

The Company also has a pending Marketing Authorization Application ( MAA ) before the European Medicines
Agency ( EMEA ) for the use of Gend3¢ulss chemotherapy for treatment of patients with advanced melanoma. On
April 27, 2007, the Company announced that it had been informed that the Committee for Medicinal Products for
Human Use ( CHMP ) of the EMEA had issued a negative opinion on the MAA. The EMEA has a formal process
whereby the sponsor of a MAA may request re-examination of the initial CHMP opinion, including a review by a
specialist Oncology Scientific Advisory Group ( SAG ). The Company announced on April 27, 2007 that it would seek
re-examination of the MAA.

Also, on April 27, 2007, the Company announced that it will file a formal complaint and request for correction of
information with the FDA under the Federal Data Quality Act. The complaint will challenge as erroneous a key

9
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statistical analysis of the Company's data on Genasense® for melanoma used by FDA at the Oncology Drug Advisory
Committee ( ODAC ) meeting on May 3, 2004. That analysis sought to discredit the finding that GenasefRgielded a
statistically significant increase in progression-free survival ( PFS ). At that meeting, ODAC voted unanimously that
PFS was an endpoint that would support full approval in the absence of a survival improvement in patients with
advanced melanoma. The Company will seek a formal public acknowledgement of the error, removal of the analysis
from the FDA website (with a note that the previous analysis was in error), and revision of the transcript.

Irrespective of whether the co-pending NDA and MAA for Genasense® are approved, the Company will require
additional cash in order to maximize this commercial opportunity and to continue its clinical development
opportunities. The Company has had discussions with other companies regarding partnerships for the further
development and global commercialization of Genasense®. Additional alternatives available to the Company to
subsequently sustain its operations include financing arrangements with potential corporate partners, debt financing,
asset-based loans, royalty-based financings, equity financing, profits from named-patient sales, and other potential
sources of financing. However, there can be no assurance that any such collaborative agreements or other sources of
funding will be available to us on favorable terms, if at all.

If the Company is unable to raise additional funds, it will need to do one or more of the following:

delay, scale back or eliminate some or all of the Company s research and product development programs and sales and
marketing activity;

license third parties to develop and commercialize products or technologies that the Company would otherwise seek to
develop and commercialize themselves;

attempt to sell the Company;

cease operations; or

declare bankruptcy.

10
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The Company will maintain an appropriate level of spending over the upcoming fiscal year, given the uncertainties
inherent in its business and its current liquidity position. Management believes that at the current rate of spending, the
Company should have sufficient cash funds to maintain its present operations into the second quarter of 2008.

On March 7, 2007, the Company announced that it had entered into a Supply and Distribution Agreement with IDIS
Limited (a privately owned company based in the United Kingdom) whereby IDIS will distribute Ganite® and
Genasense® on a  named patient  basis. The global agreement covers territories outside the United States.  Name
patient  distribution refers to the distribution or sale of a product to a specific healthcare professional for the treatment

of an individual patient. IDIS will manage the named patient programs for the Company.

The Agreement provides that the Company will supply the two products to IDIS on a consignment basis. The
Company will be paid after sales are made by IDIS, which payment shall be based off of a monthly sales report
received from IDIS. The Company will invoice IDIS based upon this monthly report, which invoice shall be
calculated based upon a price minus a fee credited to IDIS. The agreement also provides for distribution by IDIS of a
limited amount of drug product free of charge to indigent patients. The Company intends that a percentage of proceeds
from the named patient program will be used to support the compassionate use program. The Company has agreed to
pay a nominal one time start-up fee for this program to IDIS and the Company will pay IDIS a termination fee in the
event it terminates either or both products within the first three years.

2.

Summary of Significant Accounting Policies

Basis of Presentation

The consolidated financial statements are presented on the basis of accounting principles generally accepted in the
United States of America. All professional accounting standards that are effective as of March 31, 2007 have been
considered in preparing the consolidated financial statements. Such financial statements include the accounts of the
Company and all majority-owned subsidiaries. The accompanying consolidated financial statements included herein
have been prepared pursuant to the rules and regulations of the Securities and Exchange Commisssion. Certain
information and footnote disclosures normally included in financial statements have been condensed or omitted from
this report, as is permitted by such rules and regulations; however, the Company believes that the disclosures are
adequate to make the information presented not misleading. The preparation of financial statements in conformity
with generally accepted accounting principles requires management to make certain estimates and assumptions that
affect reported earnings, financial position and various disclosures. Actual results could differ from those estimates.
Certain reclassifications were made to prior-year amounts to conform to the current-year presentation that were not
considered material. The Consolidated Statements of Operations for the quarter ended March 31, 2006 include a
reclassification of $92 thousand for Gain on maturity of marketable securities and $16 thousand for Interest expense
from Other Income in order to report such amounts separately. The unaudited consolidated financial statements and
related disclosures have been prepared with the presumption that users of the interim financial information have read
or have access to the audited financial statements for the preceding fiscal year. Accordingly, these financial statements

11
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should be read in conjunction with the audited consolidated financial statements and the related notes thereto included
in the Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2006. Results for interim
periods are not necessarily indicative of results for the full year. The Company has experienced significant quarterly
fluctuations in operating results and it expects those fluctuations will continue.

Revenue Recognition

Genta recognizes revenue from product sales when title to product and associated risk of loss has passed to the
customer and the Company is reasonably assured of collecting payment for the sale. All revenue from product sales
are recorded net of applicable allowances for returns, rebates and other applicable discounts and allowances. The
Company allows return of its product for up to twelve months after product expiration.

Under the Company s Supply and Distribution agreement with IDIS Limited, the Company will supply Ganit® and
Genasense® to IDIS on a consignment basis. The Company will recognize revenue when IDIS reports that it has
delivered product to customers, which is the point in time that title to the product and risk of loss has passed.

Research and Development

Research and development costs are expensed as incurred, including raw material costs required to manufacture
products for clinical trials.

On March 23, 2006, the Company entered into an exclusive, worldwide licensing agreement with Emisphere
Technologies, Inc., ( Emisphere ), to develop an oral formulation of a gallium-containing compound. Under the terms
of the agreement, Genta will pay Emisphere a monthly fee for continuing research, and potentially up to $24.0
million, but only upon the achievement of certain milestones during the course of product development plus royalties
based upon sales. To date, no milestone or royalty payments have been made.

Cash, Cash Equivalents and Marketable Securities

12
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The carrying amounts of cash, cash equivalents and marketable securities approximate fair value due to the short-term
nature of these instruments. Marketable securities primarily consist of government securities, all of which are
classified as available-for-sale. Management determines the appropriate classification of securities at the time of
purchase and reassesses the classification at each reporting date.

Property and Equipment

Property and equipment is stated at cost and depreciated using the straight-line method over the estimated useful lives
of the assets, ranging from three to five years. Leasehold improvements incurred in the renovation of the Company s
corporate offices are being amortized over the shorter of the remaining life of the leases or the life of the assets. The
Company s policy is to evaluate the appropriateness of the carrying value of the undepreciated value of long-lived
assets. If such evaluation were to indicate an impairment of assets, such impairment would be recognized by a
write-down of the applicable assets.

Inventories

Inventories are stated at the lower of cost or market with cost being determined using the first-in, first-out (FIFO)
method.

Income Taxes

The Company uses the liability method of accounting for income taxes. Deferred income taxes are determined based
on the estimated future tax effects of differences between the financial statement and tax bases of assets and liabilities
given the provisions of the enacted tax laws. Management records valuation allowances against net deferred tax assets,
if based upon the available evidence, it is more likely than not that some or all of the deferred tax assets will not be
realized. The Company generated additional net operating losses during the three months ended March 31, 2007 and
continues to maintain a full valuation allowance against its net deferred tax assets.

In July 2006, the Financial Accounting Standards Board ( FASB ) issued FASB Interpretation No. 48, Accounting for
Uncertainty in Income Taxes-an interpretation of FASB Statement No. 109 ( FIN 48 ), which clarifies the accounting
and disclosure for uncertainty in tax positions, as defined. FIN 48 seeks to reduce the diversity in practice associated

13
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with certain aspects of the recognition and measurement related to accounting for income taxes. The Company is
subject to the provisions of FIN 48 as of January 1, 2007 and has analyzed filing positions in all of the federal and
state jurisdictions where it is required to file income tax returns, as well as all open tax years in these jurisdictions.
The Company s federal tax return has never been audited. In January 2006, the State of New Jersey concluded its
fieldwork with respect to a tax audit for the years 2000 through 2004. The State of New Jersey took the position that
amounts reimbursed to Genta by Aventis Pharmaceutical Inc. for co-development expenditures during the audit period
were subject to Alternative Minimum Tax (AMA), resulting in a liability at that time of approximately $533 thousand.
Although the Company and its outside tax advisors believe the State of New Jersey s position on the AMA liability is
unjustified, there is little, if any, case law on the matter and it is probable that the Company will be required to pay the
liability. In March 2007, the Company received a formal assessment from the State of New Jersey for $712 thousand.
As of March 31, 2007, the Company had accrued a tax liability of $533 thousand, penalties of $27 thousand and
interest of $152 thousand related to this assessment. The Company will appeal this assessment during 2007.

The Company believes that its other income tax filing positions and deductions will be sustained on audit and does not
anticipate any adjustments that will result in a material change to its financial position. Therefore, no reserves for
uncertain income tax positions have been recorded pursuant to FIN 48. In addition, the Company did not record a
cumulative effect adjustment related to the adoption of FIN 48. If such adjustment were recorded, it would have been
fully offset by a change in a valuation allowance.

The Company's policy for recording interest and penalties associated with audits is that penalties and interest expense
are recorded in Interest expense in the Consolidated statements of operations. The Company recorded $78 thousand
and $16 thousand in interest expense related to the State of New Jersey assessment during the three months ended
March 31, 2007 and 2006, respectively.

Stock Options

Effective January 1, 2006, Genta adopted the fair value recognition provisions of Statement of Financial Accounting
Standards No. 123 (revised 2004), Share-Based Payment, ( SFAS 123R ), using the modified prospective transition
method and therefore has not restated results for prior periods. Under the standard, all share-based payments including
grants of employee stock options are recognized in the Consolidated Statement of Operations based on their fair
values, as pro-forma disclosure is no longer an alternative. The amount of compensation cost is measured based on the
grant-date fair value of the equity instrument issued. The Company utilizes a Black-Scholes option-pricing model to
measure the fair value of stock options granted to employees. See Note 9 and Note 10 to our Consolidated Financial
Statements for a further discussion on share-based compensation.

Net Loss Per Common Share

Net loss per common share for the three months ended March 31, 2007 and 2006, respectively, are based on the
weighted average number of shares of common stock outstanding during the periods. Basic and diluted loss per share

14
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are identical for all periods presented as potentially dilutive securities have been excluded from the calculation of the
diluted net loss per common share because the inclusion of such securities would be antidilutive. The potentially
dilutive securities include 12.8 million and 12.7 million shares on March 31, 2007 and 2006, respectively, reserved for
the conversion of convertible preferred stock and the exercise of outstanding options and warrants.

Recent Accounting Pronouncements

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities. SFAS No. 159 permits all entities to choose to elect, at specified election dates, to measure eligible
financial instruments at fair value. An entity shall report unrealized gains and losses on items for which the fair value
option has been elected in earnings at each subsequent reporting date and recognize upfront costs and fees related to
those items in earnings as incurred and not deferred. SFAS No. 159 applies to fiscal years beginning after November
15, 2007, with early adoption permitted for an entity that has also elected to apply the provisions of SFAS No. 157,
Fair Value Measurements. The Company is currently evaluating the impact, if any, the adoption of SFAS No. 159
may have on its financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value,
establishes a framework for measuring fair value in accordance with accounting principles generally accepted in the
United States of America and expands disclosures about fair value measurements. SFAS No. 157 applies under other
accounting pronouncements that require or permit fair value measurements. Accordingly, this pronouncement does
not require any new fair value measurements. The Company is required to adopt SFAS No. 157 beginning January 1,
2008. The Company is currently evaluating the impact, if any, the adoption of SFAS No. 157 may have on its
financial statements.

3.

Marketable Securities

The carrying amounts of the Company s marketable securities, which are primarily securities of government-backed
agencies, approximate fair value due to the short-term nature of these instruments. The fair value of available-for-sale
marketable securities is as follows ($ thousands):

15
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March 31, December 31,

2007 2006
Cost $23,819 $19,911
Gross unrealized gains 57 31
Gross unrealized losses — —
Fair value $23,876 $19,942

The fair value of each marketable security has been compared to its cost and therefore, an unrealized gain of $57
thousand and $31 thousand has been recognized in Accumulated other comprehensive income at March 31, 2007 and
December 31, 2006, respectively.

4.

Workforce reduction

In December 2006, due to the FDA s non-approval of the Company s NDA for CLL, the Company initiated a series of
steps that were designed to conserve cash. The Company reduced its workforce by 34 positions, or approximately
35%, including the elimination of 18 positions classified as research and development, 9 in sales and marketing and 7

in administration. Severance costs of $0.7 million were recognized in operating expenses as of December 31, 2006,
including $0.3 million in research and development expenses and $0.4 million in selling, general and administrative
expenses in the Company's Consolidated Statements of Operations. Payment of the severance began in January 2007.

The activity in the Employee termination cost liability for the period ended March 31, 2007 is presented in the table
below ($ thousands):

Employee
termination
costs
Accrued as of January 1, 2007 $ 747
Paid through March 31, 2007 668
Accrued as of March 31, 2007 (1) $ 79

ey

Included in Accounts payable and accrued expenses.
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S.

Inventory

10

Inventories are stated at the lower of cost or market with cost being determined using the first-in, first-out (FIFO)
method. Inventories consisted of the following ($ thousands):

Raw materials
Work in process
Finished goods

March 31, December 31,

2007
$ 24
94
168
$ 286

2006
$ 24
94
190
$ 308

The Company has substantial quantities of Genasense® drug supply which are recorded at zero cost. Such inventory
would be available for the commercial launch of this product, should Genasense® be approved.

6.

Property and Equipment, Net

Property and equipment is comprised of the following ($ thousands):

Computer equipment
Software
Furniture and fixtures

Leasehold improvements

Estimated

Useful
Lives
3
3
5
3.
7

March 31,
2007
$ 2,763
3,090
936

410

December 31,
2006
$ 2,950
3,406
936

410

17
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Equipment 5 182 182
7,381 7,884
Less accumulated depreciation
and amortization (7,166) (7,613)
$ 215 $ 271

7.

Notes Payable

During 2006, the Company issued notes payable to finance premiums for its corporate insurance policies of $1.2
million at interest rates running from 5.4% to 5.6% and during 2005, $1.3 million at 4.6% to 5.7%. Payments were
scheduled over seven equal monthly installments for the notes initiated in 2006 and for seven or eight equal monthly
installments for the notes initiated in 2005.

8.

Stockholders Equity

Common Stock

In March 2007, the Company sold 30.0 million shares of the Company s common stock at a price of $0.36 per share,
raising $10.1 million, net of fees and expenses.

11

Series A Preferred Stock

Each share of Series A Preferred Stock is immediately convertible into shares of the Company s common stock, at a
rate determined by dividing the aggregate liquidation preference of the Series A Preferred Stock by the conversion
price. The conversion price is subject to adjustment for antidilution. As of March 31, 2007 and December 31, 2006,
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each share of Series A Preferred Stock was convertible into 14.0813 and 11.9813 shares of common stock,
respectively. At March 31, 2007 and December 31, 2006, the Company had 7,700 shares of Series A Convertible
Preferred Stock issued and outstanding.

Common Stock Reserved

At March 31, 2007, the Company had 183.7 million shares of common stock outstanding, 12.8 million additional
shares reserved for the conversion of convertible preferred stock and the exercise of outstanding options and warrants
and 5.1 million additional shares of common stock authorized for issuance and remaining to be granted under the
Company s stock option plans.

9.

Share-Based Compensation

Effective January 1, 2006, the Company adopted SFAS 123R, which requires the Company to measure the cost of
employee services received in exchange for all equity awards granted based on the fair value of the award as of the
grant date. The Company adopted SFAS 123R using the modified prospective transition method, which required the
Company to record compensation cost related to unvested stock awards as of December 31, 2005 by recognizing the
unamortized grant date fair value of these awards over the remaining requisite service periods of those awards, with
no change in historical reported earnings. Awards granted after December 31, 2005 are valued at fair value in
accordance with the provisions of SFAS 123R and are recognized on a straight-line basis over the requisite service
periods of each award. The standard also requires the Company to estimate forfeiture rates for all unvested awards,
which it does based on its historical experience.

The Company estimates the fair value of each option award on the date of the grant using the Black-Scholes option
valuation model. Expected volatilities are based on the historical volatility of the Company s common stock over a
period commensurate with the options expected term. The expected term represents the period of time that options
granted are expected to be outstanding and is calculated in accordance with the Securities and Exchange Commission

( SEC ) guidance provided in the SEC s Staff Accounting Bulletin 107, ( SAB 107 ), using a simplified method. T
risk-free interest rate assumption is based upon observed interest rates appropriate for the expected term of the
Company s stock options. The following table summarizes the weighted-average assumptions used in the
Black-Scholes model for options granted during the three months ended March 31, 2007 and 2006, respectively:

Three Months Ended
March 31,
2007 2006
Expected volatility 102% 98%
Expected dividends — —
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Expected term (in years) 6.25 6.25
Risk-free rate 4.6% 4.6%

The share-based compensation expense recognized for the three months ended March 31, 2007 and 2006, respectively,
was comprised as follows:

Three Months Ended
March 31,
($ thousands, except per share data) 2007 2006
Research and development expenses $ 207 $ 207
Selling, general and administrative 363 390
Total share-based compensation expense $ 570 $ 597
Share-based compensation expense, per basic and diluted
common share $ 000 $ 001
12
10.
Stock Option Plans

As of March 31, 2007, the Company has two share-based compensation plans, which are described below:

1998 Sto