Isotechnika to Test Drug Solo As Roche Steps Aside
By Rajiv Sekhri, Reuters

TORONTO (Reuters) - Isotechnika Inc. (ISA.TO) said on Tuesday that its partner Roche Holding AG (ROG.VX) will step aside as the Canadian biotech company develops its flagship ISA247 drug to treat psoriasis, and tests it on transplant patients to offset organ rejection.

Isotechnika said Swiss pharmaceutical bellwether Roche is stepping aside as its interest in dermatology has waned. Isotechnika wants to focus on developing ISA247 to treat psoriasis as the drug is closer to market for the skin disorder than for use in transplant therapy.

Roche still has the option to partner with Isotechnika to develop and sell ISA247 for transplants.

"We are still maintaining our relationship with Roche," said Joseph Koziak, an executive vice-president at Edmonton, Alberta-based Isotechnika. "We have not lost that relationship and we are able to have a greater control over our destiny."

Roche agreed in April 2002 to pay up to $215 million to develop and market ISA247. It has paid about $50 million so far, of which $15 million was to develop ISA247 for psoriasis, a skin disorder characterized by scaling and inflammation.

Koziak said Isotechnika will not have to pay back the money Roche has invested so far. But Isotechnika will have to fund a phase II trial of ISA247 for renal transplants.

In addition, Isotechnika will have to fund a phase III trial of ISA247 for psoriasis, but it could partner with another company to share the cost. Isotechnika cannot partner with anyone besides Roche for developing ISA247 for transplants.

Roche has until the completion of the phase II renal transplant trial to decide to come back into partnership with Isotechnika. Then, the value of the partnership will rise to about $240 million from the original $215 million, to take account of Isotechnika's $25 million cost for the renal trial.

Isotechnika said expenses will rise to C$4 million ($3 million) a month next year as it funds the two trials, from C$2 million at present. The company has about C$80 million in cash.

Isotechnika plans to start enrolling patients for the renal transplant trial in the first half of 2005, and the study should finish within two years.

Koziak said that Isotechnika had "been getting some confused messages from Roche related to the fact that they had divested themselves from key dermatology products.

"It was in our best interest to pursue psoriasis without delay," he said.

Koziak said he estimates that the psoriasis market for a product like ISA247 could exceed $1 billion a year.

($1-$1.34 Canadian)
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