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By SMRITI JACOB
Vaccinex Inc.’s coffers have received

an injection of $25 million—a critical
influx as the company works on new
therapeutic products.

The biotechnology firm has completed
its third round of financing, raising funds
from investors, including Pan Atlantic
Bank and Trust Ltd. and Vaccinex’s stra-
tegic partner Teva Pharmaceuticals Indus-
tries Ltd.

The biotechnology firm has completed its
third round of financing, raising funds from
investors, including Pan Atlantic Bank and
Trust Ltd. and Vaccinex’s strategic partner
Teva Pharmaceuticals Industries Ltd.

Since its inception in 1997, Vaccinex
has raised roughly $55 million, including
$10 million in grants.

Using proprietary technology, Vaccinex
works on developing antibodies and other
biologics to treat various illnesses. The
company employs 48 staffers at its Mount
Hope Avenue site.

The firm’s pipeline of antibody products
target disease indications such as rheuma-
toid arthritis, non-Hodgkin’s lymphoma,
multiple sclerosis, breast cancer and in-
flammatory diseases. From this group, two
will enter clinical development in 2009,
followed by the remainder in the second
half of 2010, officials said. Antibodies are
molecules produced by the body’s immune
system to battle disease and infection.

“Vaccinex is, to my knowledge, the first
company in Rochester since Praxis (Bio-
logics) to be actively developing new ther-
apeutic biologics,” said Maurice Zauderer,
president and CEO.

The company plans to use the new funds
to finance the development of products in its
pipeline, particularly the breast cancer and
inflammatory disease products, he said.

The company hopes to drum up more
dollars to fund continuing product devel-
opment in late 2008 and early 2009. Zau-
derer said the target amount for that round
is not yet determined.

Although he admitted raising money is
not easy, Zauderer said Vaccinex’s focus
on the antibody market attracts interest.

“There is a lot of interest in antibody
therapeutics,” he said. “Antibodies are
very specific and that gives them a very
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good safety profile, which accounts for
a lot of the interest on the part of major
pharmaceutical companies.”

There generally have been setbacks with
small molecule drugs, Zauderer said, where
at very late stages these drugs have been
found to have unanticipated toxicity.

“That can happen with antibodies, but at
arelatively low frequency and that makes
antibodies a very attractive drug both in
their safety and efficacy,” he said.

Boom market

The antibody market is booming, mak-
ing it a lucrative opportunity for companies
such as Vaccinex. Industry estimates vary,
but a report by A.S. Insights, a business
innovation consultancy, predicts the mar-
ket should reach $34 billion by the end of
the decade.

“If you look at all the different segments
that are growing or declining in the phar-
maceutical world, antibodies remain the
highest growth field compared to any other
pharmaceutical class,” said Raymond Wat-
kins, vice president of operations and of-
ficer at Vaccinex.

The company has come a long way
from its days as a University of Rochester
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spinoff housed at Eastman Dental Center.
It has had to adapt to new information, in-
creased understanding of the industry and
the requirements for becoming commer-
cially successful, Zauderer said.

“It’s a slower process than I had antici-
pated,” he added. “It takes a lot more skill
and a lot more funding than I appreciated
when we started. The important thing for us
is that we’ve been able to adapt, that as we
discovered we needed more skills we were
able to recruit people with those skills.”

Vaccinex also learned it had to pursue
new directions and understand the differ-
ence between scientifically attractive proj-
ects and commercially viable ones. For
example, the firm did not start out as an
antibody company. It launched as a vac-
cine company, Zauderer said.

“We discovered that there were both sci-
entific and commercial obstacles to becom-
ing a vaccine company at that time,” he said.
“Fortunately we have a very robust technol-
ogy and we were able to turn our technology
from vaccine discovery to antibody discov-
ery, which turned out to be a much more
commercially viable undertaking.”

Alan Crane, CEO of Tempo Pharmaceuti-
cals Inc. and venture partner at Polaris Ven-
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ture Partners in Boston, said he has observed
dramatic progress at Vaccinex during his
five years as director of the local firm.

“They have a wonderful technology that
has very broad applicability to a variety
of different products, which I think is al-
ways a critical foundation for any com-
pany,” Crane said. “And I think they also
have a fantastic team ... (that) has been
really very creative as they’ve built the
company and they’ve evolved their busi-
ness model.”

That has helped Vaccinex to work on its
own products and has enabled the com-
pany to enter strategic partnerships to “re-
ally increase the value of the company,”
he added.

International reach

Vaccinex works with India’s top biotech
firm Biocon Ltd., Israel-based Teva Phar-
maceuticals, Bayer Schering Pharma AG
and EUSA Pharma.

As this article went to press, Vaccinex
said it was in active talks with major bio-
pharmaceutical companies for licensing or
co-development of product candidates in
its antibody pipeline. The company said it
could not yet disclose details.

One of Vaccinex’s other alliances, inked
in 2004 with Biocon, has been successful,
officials said. The agreement, Zauderer said,
involves discovery and co-development of
antibody products for rheumatoid arthritis
and non-Hodgkin’s lymphoma. Vaccinex
expects to expand that relationship.

“Biocon is a very strong manu-
facturing company,” he said. “Bio-
con just built a very large manufac-
turing campus in Bangalore and so
they could, in principle, manufac-
ture any of our products.”

Biocon manufactures to U.S.
Food and Drug Administration
standards.

Partnerships such as the Biocon
one have worked in Vaccinex’s fa-
vor as the company has grown, but
the firm has its eye on doing more
development on its own.

“Increasingly now we’re looking
to take products further down the
development pathway and do more
of the preclinical and initial clinical
development ourselves,” Zauderer
said. “This is our current plan for
the breast cancer and inflammatory
disease product that we will initi-
ate development on our own and
partner at a later stage.”

He said Vaccinex would benefit
by developing more of the long-
term value of the product and the
company would get a chance to en-
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hance and develop capabilities, which then
carry over to new products.

“There is a significant upside if you re-
tain ownership through the development
process,” Watkins said. “Typically the
deal terms for later-stage licenses or co-
development deals are much higher as you
demonstrate proof-of-concept in the clinic,
they are substantially higher.

“That’s in fact part of our strategy—that
we’d like to retain control and ownership of
that asset longer so that if we choose to li-
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Vaccinex anticipates a 20 percent increase in staff
over the next two to three years.
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“Yaccinexis, tomy knowledge,
the firstcompany in Rochester
since Praxis (Biologics) to

he actively developing new
therapeutic biologics.”

Maurice Zauderer, president
and CEO, co-founded
Vaccinex and has served

as chief executive since its
launch. He previously was

a professor at the University
of Rochester and also has
held faculty appointments
at Columbia University. He
earned a Ph.D. in cell biology
from the Massachusetts
Institute of Technology.

cense one or more products at various stages
then the return is much greater for us.”

The company would like to move its own
products into development to the point of
an investigational new drug application
to the FDA and into early clinical trials.
The IND-directed preclinical development
is the first step in the process of starting
clinical trials in the United States.

The clinical development phase, however,
can be costly. Zauderer estimates that tak-
ing one antibody product through a Phase II
clinical trial can cost $22 million.

“Development is a much more expen-
sive undertaking than discovery,” he said.
“That’s why we need to raise as much
money as we do.”

As Vaccinex focuses on moving its prod-
ucts into development, Crane said it will
be important for the company to develop
the necessary capabilities.

“One of their strategies has been to enter
partnerships where they basically preserve
rights to work along with their partners and
co-development relationships and profit-
sharing relationships,” he said. “And so
they can rely to some extent on the ca-
pabilities of their partners but it will be
increasingly important as their products
move forward into clinical development to
develop those appropriate capabilities.”

Vaccinex plans to shift more effort from
discovery to development without major
increases in employment, Zauderer said.
He forecasted a 20 percent increase in staff
over the next two to three years.

“I think we have a tremendous future.
We have incredibly bright people,” Wat-
kins said. “We have transformed our tech-
nology into a commercially viable machine
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to select and discover antibodies, thus en-
abling the company to advance selected
antibodies into preclinical and ultimately
clinical drug development.”

Future path

As Vaccinex charts its future, going pub-
lic or entering a merger are possibilities
that Zauderer does not rule out. Becoming
a public company could be one way for the
firm to raise more funds for development,
and an acquisition or merger could be an
alternative to an initial public offering. But
Zauderer does not anticipate an IPO soon

and said the firm is not seriously looking
for a buyer.

“The company is at a point where it’s
increasing in value on a fairly steep curve
and so now is not the time we would enter-
tain an acquisition,” he said. “If we keep
growing the way we have, we’ll get to a
point where we will have to evaluate those
opportunities, but it would be a mistake to
do that right now.

“We can still plow ahead on our own.”

For Rochester, Vaccinex is one of its bio-
tech successes. In an industry where capi-
tal and investor confidence are critical, the

Reprinted with permission of the Rochester Business Journal.

company has held its own. Also, other firms
have sought partnerships with Vaccinex, a
sign of interest in its technology.

“I think there’s a whole new crop of
young companies that are developing tech-
nologies in biotechnology in the Rochester
area ... Vaccinex can provide inspiration to
those who are developing companies,” said
Crane, who grew up in Rochester. “It’s
very important to have successes, because
success begets success, because more peo-
ple are attracted to the area and more fund-
ing is attracted to the area.”
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