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111NSGENIC SCIENCES MAKING A - SPIISII 
FT. LAUDERDALE, Fla.-When a 
company goes public in May and nets 
$2 million, then makes a $7 .5 million 
acquisition the following December, 
people take notice. People also take 
notice when a fledgling biotech com
pany in one of the more exotic mar
ket segments says it anticipates profit
ability just 18 months post-IPO. Per
haps that's why some investment 
bankers chose to forego golfing, sun
ning, and deal-making to hear Trans
genic Sciences Inc.'s (TSI, Worcester, 
MA) brash young president Jim 
Sherblom talk about his company at 
the Industrial Biotechnology Associa
tion (IBA, Washington, DC) meeting 
for the financial community held 
here in February. 

Sherblom describes his business 
strategy as "finding a way to build a 
multi-hundred-million-dollar busi
ness without taking the risks of a 
biopharmaceutical company." Ac
quiring Mason Research-the largest 
independent toxicology laboratory in 
New England-from EG&G (Welles
ley, MA) late last year gives TSI an 
initial operating base and a commer
cial outlet for its toxicology tests and 
disease models. 

"The noise level about transgenics 
has died down considerably in the 
past two years," says Sherblom. "As 
soon as these animals were created, 
many biotech companies discovered 
that they needed expertise in genetic 
toxicology and reproductive physiol
ogy-skills that are not usually found 
in-house." Mason's strengths are in 
the design and delivery of pharma
ceutical testing services. As such, it 
gives TSI instant expertise in apply
ing transgenic technology commer
cially. 

Sutro & Co. (San Francisco, CA) 
analyst Margaret McGeorge agrees. 
"While the transgenics side perhaps 
has been de-emphasized, [Mason] 
gives TSI a vehicle for exploiting new 
tests as they come onstream." She 
applauds the strategy of companies 
like Genzyme (Boston, MA) and Cal
gene (Davis, CA) that have elected to 
strategically build operating busi
nesses as they develop their long
term products. (Not surprisingly, 
Sherblom came to TSI from Gen
zyme.) But McGeorge also cautions 
that, presently, "the balance sheet is a 
negative." To overcome this, TSI may 
have to cut back on R&D, which was 
the company's founding strength, to 
achieve positive cash-flow. 

Over the longer term Sherblom 
hopes that, by incorporating TSI's 
proprietary animal models (including 

some licensed-in), the new TSI-Ma
son entity will help improve the suc
cess rate of its clients' pharmaceuti
cals in human clinical trials. The com
pany is building its portfolio in three 
areas: acquired immunodeficiency 
syndrome (AIDS), cardiovascular dis
ease, and cancer testing. 

Cambridge-based ImmunoGen 
(MA) contracted for a quarter-million 
dollars' worth of services from Mason 
in 1989 for pre-human clinical trial 
work on three monoclonal antibody
based immunoconjugates for treating 
cancers. "We're a big fan of theirs," 
says CEO Mitchel Sayare. Most of 
Mason's contracts have been with the 
public sector. Sayare thinks that fed
eral agencies' familiarity with Mason 
may help his company with the Food 
and Drug Administration (FDA) later 
on. "When we go to the FDA and they 
ask where did you do your animal 
studies and we say Mason, they'll 
know them." ImmunoGen chief reg
ulatory officer Jim Taylor observes 
too that there are "very few people 
skilled in the state-of-the-art in ani
mal testing .... There are few good ani
mal models in biotechnology; they're 
not representative of the situation in 
man." 
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But it is the combination of animal 
models with in vitro screening assays 
that should improve results from pri
mate models. And this may help over
come some of the negative perception 
about animal testing. Franklin Loew 
is the dean of the Tufts Veterinary 
School (Boston, MA) and a member 
of the board of directors of TSI. 
While he owns no stock, the universi
ty has an equity stake, as well as 
research contracts, with the company. 
"[We] want to push in vitro applica
tions, using transgenically modified 
cells to enhance the precision, cost, 
and speed with which toxicology is 
done." 

Loew acknowledges that the affili
ation with TSI raises "some corpo
rate-culture issues" because of the 
university's concern about animal 
rights issues. Nonetheless, he sup
ports the development of transgenic 
animal models of "specific, important 
human diseases" as well as livestock 
altered to contain less fat or cholester
ol. And animals modified so that their 
immune systems are more robust 
(e.g. cattle) would possibly mean less 
use of antibiotics, cutting farmers' 
costs and keeping these substances 
out of food. -Mark Ratner 

PROGRESS wrlH PEGYIATION 
NEW YORK-For years, investor in
terest in Enzon (So. Plainfield, NJ) 
languished, almost disappearing en
tirely at times. Now, with the an
nouncements early this year of two 
major agreements with corporate 
partners, the price of the company's 
stock has more than doubled. And 
while much doubt remains about the 
upside potential of Enzon's core tech
nology-adding polyethylene glycol 
(PEG) to a drug to enhance its activity 
in the body-as well as the company's 
ability to see its proprietary products 
through clinical trials and into the 
market, Enzon is being noticed again. 

PEG is an inert material whose stea
ric bulk reduces flow rate. Attaching 
a long leash-or "PEG tail"- to a 
drug allows it to linger longer in the 
system, and may also reduce immu
nogenicity. According to director of 
corporate development Glenn Kaso, 
the modification process depends on 
know-how as much as proprietary 
technology-a combination of tinker
ing with the binding site and attach-

ing the right type of PEG. The com
pany has an FDA-validated facility 
"that can make PEG-anything," he 
says, and can pump out 20,000 vials 
of product per week. As chairman 
Abraham Abuchowski puts it, be
cause the technique and manufac
turing process are not protein-depen
dent, Enzon is, in effect, "a service 
industry to biotechnology." 

What created renewed institutional 
interest in the company's stock were 
the January announcements that Am
gen (Thousand Oaks, CA) and the 
Erbamont subsidiary of Montedison 
(Milan, Italy) were collaborating on 
PEG granulocyte-colony stimulating 
factor (G-CSF) and PEG L-asparagin
ase, respectively. The Amgen agree
ment will provide Enzon with mile
stone payments and royalties on 
product sales of PEG G-CSF com
pounds; Erbamont acquired most 
non-U.S. marketing rights to Enzon's 
PEG L-asparaginase (the subject of a 
recent product license application fil
ing). Having these companies cast 
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