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0elphi bailout may
be cheaper for GM

Delphi Corp.'s former par-
ent has a big incentive to
help bail out the struggling
auto supplier, says Sanford
C, Bernsteln & Co. analvst
Brian Johnson.

General Motors Corp, faces
a tab of more than $1 bil-
lion to help Delphi restruc-
ture its workforce. But a
potential alternative - a
Delphi bankruptcy filing
- could saddle GM with
more than $7 billion in pen-
sion-benefit guarantees,
Johnson says.

And acting now to help
trim Delphi's workforce by
about 13,000 workers
would allow GfuI to recoup
its costs within 18 months
through price reductions
on Delphi parts, Johnson
estimates.

Troy-based Delphi is in
ongoing negotiations with
GM and the Unlted Auto
Workers to try to bring its

See This Just In, Page 2

NonrHtryEsr HBon
COVIRAGI ONTINI
The deadline for this issue of
Crain's occurred before the
l-2:O1 a.m. Saturday deadline
for a strike by the Alrcraft
Mechanics Fraternal
Association against Northwest
Alrllnes Corp.
Craln's has been covering the
disoute over the weekend at its
Web site, www.crainsdetrolt.
com. Visit the site for the latest
develoDments.

Has the dispute
affected you?

Besides our own coverage,
we'd like to hear reoorts from
the travelers who are
experiencing the effects of the
labor dispute f irsthand -
people such as you.

To share your experiences with
us and your fellow readers, visit
the message-board section of
our Web site. Cl ick "Message
Boards" underthe News section
of the site's gray navigation bar,
which runs down the left side of
the home page. lf you are new to
the message board, click "login"
and "create new account."
You also can e-mail us your
comments to ballen@crain.com.

WSU to lease
spectrum for
wireless use
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Wayne State University plans to lease out
valuable air waves it has controlled since the
1960s, a move that could help clear the way
for next-generation wireless systems and de-
vices in metro Detroit.

Previously used for TV broadcasting, the
107.6 megahertz ofradio waves are capable of
carrying vast
amounts of
data, reaching
out in a 35-
mile radius
from a tower
at Eight Mile
Road and
Wyoming Av-
enue in Royal
Oak Town-
ship.

The waves
are strong
enough to sup-
port emerging
technologies
such as
WiMax and
Ev"Do, both of

Rnnto-wnvr RArlrus
The Wayne State spectrum
waves have a radius of 35
miles from Eight Mile Road
and Wyoming Avenue in
Royal Oak Township.

which let users access high-speed Internet
using various devices such as phones and
laptop computers from anywhere within sig-
nal range.

Patrick Gossman, director of academic
technologies and customer services at
Wayne State University, said he didn't want
to comment on how much a lease or leases
could fetch. He said he expects a request for
proposals to be issued Friday.

By comparison, the board of regents at Ari-
zona State University approved a 15-year agree-
ment with Overland, Kan.-based Sprint Corp.
Wednesday to lease out 4BMHz in the
Phoenix, Ariz., area for $4 million along with
discounts for school faculty, staff and stu-
dents for wireless broadband service.

"Leases go for lots of money, especialiy in
the larger markets, because the number of
wireless options is increasing every day,"
said Mark Fratrik, vice president of Chantil-
ly, Va.-based BtA Flnancial Network, a research
company that, among other things, tracks
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Ann Arborflrm
wlns $90.5M ln U0
B'iotech compenA's deal
'is among largest'in Ae&rs

BY ToM HENDERSON
SPECIAL TO CRAIN'S DETROIT

BUSINESS

An Ann Arbor-based drug-
development firm has closed
on a first round of venture
funding that ranks among the
world's largest biotechnology
deals in the last three years.

Cerenis Therapeutics Inc. se-
cured Series A funding of$30.5
million to support the develop-
ment of drugs that boost levels
of high-density lipoprotein or
HDL, the good cholesterol that
helps rid the human body of
bad cholesterol that causes
cardiovascular disease.

The tiny firm, which has
just three employees but plans
to have about 12 in a year, al-
ready has global reach. It has a

Upwntt fir[ GooD
I Ann Arbor-based Gerenis
Therapeutics Ine. is
developing drugs to boost
high-density lipoprotein,
colloquially known as "good
cholesterol."
I Company officials say that
currently niacin is the only
compound used to boost HDL
levels, but side effects cause
many to stop taking it.

second office in France; its in-
vestor companies are in
France. Sweden. the United
States and Japan; and its prin-
cipals are natives of France,
Chile and the United States.
Two of its top executives are
former employees of Esperion
Therapeutics who left when the

company was acquired by Ptiz-
er lnc, early last year.

Until now, drugs known as
statins, with U.S. sales in 2004
reported to be more than $15
billion, have aimed at reduc-
ing low-density lipoprotein or
LDL - the bad cholesterol re-
sponsible for hardening of the
arteries. Company officials
say that currently only niacin
is used to boost HDL levels,
but bloating and other side ef-
fects are so irritating most pa-
tients stop taking it within
weeks.

According to BioWorld
Online, a Web site devoted to
biotechnology at bioworld.
com, there were only five larg-
er VC deals in biotech world-
wide in 2003-2004. Figures for
2005 are not available. The
Iargest first-round biotech
deal was $57 million in 2004,
for British Columbia-based As-
pteva Pharmaceuticals Corp.

See Cerenis, Page 25

Back on the block
Northville hospital site to
be gaveled on Aug. 30

BY JENNETTE SMITH
CRAI N'S D ET RO IT B US.TN'SS

The Northville Psychiatric Hospital morphed
from a crown jewel of hospital campuses to a
contaminated collection of vacant buildings
frequented by vandals.

The real estate, however, is worth at least $33
million to the state of Michigan - money state
officlals believe they will finally collect this
year.

The 414-acre site is for sale for the fifth time
since 2003, this time through a national real es-
tate company. A live auction is scheduled Aug.
30 for the five leading prospective buyers.

The draw for developers, who continue to vie
for a chance to buy the site, is its location near
high-end homes, golf courses and commercial

Pewabic Pottery gets
finances in order, grotvs

Fon $H
I For more information on the Northville auction,
go to www,fisherauction.com and click on the
link to the Northville Township auction.

projects in one of metro Detroit's most desir-
able areas. ?he challenge is a litany ofenviron-
mental problems. Dumps, oil wells, Ieaking flu-
ids, contaminated soil, asbestos and likely
medical waste are detailed in a package pre-

See Northuille, Pdge 23
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Gerenis: Company wins $30.5M investment
AFromPage 1

BioWorld said the average size
for the 58 first-round biotech deals
worldwide in 2004 was about $9.3
million.

Cerenis represents the global
economy at its finest, said Mary
Campbell, one of three principals
in EDF Ventures, an Ann Arbor-
based VC com-
pany that
helped raise the
money. The
company's start-
up headquarters
will be in one of
the two houses
the VC firm
owns on Main
Street near
downtown Ann
Arbor.

The compa-
ny's president
and CEO,
France native
Jean-Louis
Dasseux, will be
based in
Toulouse,
France. The
COO, William
Brinkerhoff, an
American, and
the vice presi-
dent of develop-
ment, Maritza
Oxender, a
Chile native,
will remain in
AnnArbor.

The lead VC
company, Sofin-
nova Partners, is
The others,
Partners, and NIF

are based in Sweden, San Francis-
co and Japan, respectively.

The amount contributed by the
various VC companies was not re-
Ieased. Campbell said EDF's in-
vestment was relatively small
compared to Sofinnova's. "Our
role is taking care of the nitty-grit-
ty," she said. "Getting the compa-
ny started: Who should be the
bank? What accounting system to
use? And providing the temporary
world headquarters right next
door."

Dasseux, who got his MBA from
the University of Michigan, will be
based in Toulouse to be close to re-
searchers at the University of
Toulouse and France's National ln-
stitute for Science and Medical Re-
search.

Oxender and Brinkerhoff, who
both have UM MBAs, said they
wanted the company's U.S. opera-
tions to be based in Ann Arbor in
part because ofthe large research
community at the school and the
Universlty of Michigan Hospitals.

"We thought it would be an ideal
place to put a footprint down," said
Oxender, a biochemical engineer
and former director of technology
transfer for Schering Plough Inc.

"This is a large and rapidly
growing unmet market need, ex-
cellent science, business-develop-
ment acumen, fully capitalized by
a great team of investors, and an
experienced team that has worked
together before. It simply does not
get any better than this," Campbell
said.

She said the money raised
"makes this the equivalent of an A

round and a B round. That means
they don't have to be chasing mon-
ey in the next 12 months; they can
be doing research. It eliminates a
layer ofstruggle and risk."

She said the round llkely would
be enough to get the company to
the point where it could partner
with one of the large pharmaceuti-
cal companies, which would pro-
vide the funding to "take them
through the hugely expensive clin-
ical trials," she said.

Company officials said the cur-
rent VC round will fund proof-of-
concept and preclinical trials over
the next year or so. They said that
a best-case scenario would see at
least one HDl-related drug on the
market in about seven years.

Campbell also said that EDF,
founded in 1987 and the state's old-
est VC firm, hopes to announce
funding for other companies
founded by former Esperion em-
ployees "over the next several
quarters." It will be flush with the
capital to do so, having already
surpassed its target of $50 million
in fundraising for its current fund.
EDF will target health care and in-
formation technology, and hopes
to raise $25 million more before
the fund closes later this year.

Dasseux, the holder of numer-
ous U.S. and international patents
for drug discovery, was Esperion's
senior vice president of business
development and technologies.
Shortly thereafter, he decided to
form a company with Brinkerhoff,
who had also been a vice president
of business development at Esperi-
on.

"I thought there was a whole
range ofthings that could be done
with HDL that could be very at-
tractive," said Dasseux, who said
he has been issued three patents
and has several pending for poten-
tial cardiovascular drugs. One
drug would be a synthetic HDL
known as Cerenis HDL: others
would increase HDL function in
the liver, where LDL is transport-
ed from the bloodstream by HDL
and broken down.

"It was the strength of the (intel-
lectual property) that attracted the
investors," sald Campbell.

Both Campbell and Brinkerhoff
are long-distance runners, and
they met at Zingerman's Deli in Ann
Arbor after a run late last summer
to look at a PowerPoint presenta-
tion and to talk about the would-be
drug company.

The company was incorporated
as Gerenis Therapeutics Holding in
France in March. On June 29,
Cerenis Therapeutics was incorpo-
rated in Delaware as a wholly
owned subsidiary. Officials said
the U.S. incorporation would help
the company go public on the Na+
daq exchange when and ifthere is
an initial public offering.

"This is a multibillion-dollar
market," said Campbell. "There
are more cardiovascular deaths
than from all cancers combined."
The American Heart Assoclation
claims that cardiovascular disease
is the largest killer of American
men and women.

"This is not a niche market,"
Brinkerhoff said. "It's as bie as it
gets."
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based in France.
HealthCap, Alta
Ventures eo. Ltd..

Wireless: Wayne State to lease spectrum space
A From Page 1

the value of spectrum. "There are
substantial amounts of money that
are going to be spent on this spec-
trum."

The FCC ruled June 10, 2004,
that spectrum held and controlled
by schools could be leased to com-
mercial entities. The FCC is final-
izing details such as what kind of
services may be offered on the
spectrum.

"Wayne State ... has been an in-
tegral part of working in Washing-
ton, D.C., to change the rules for
this spectrum from being a broad-
cast TV-type spectrum to ... being
a spectrum that can be used for all
kinds of communications," Goss-
man said. "The real target of this is
wide-area high-speed Internet ser-
vices."

T'he school plans to issue the re-
quest for proposals of about 107.6
megahertz in the 2.5 to 2.7 giga-
hertz portion of the radio wave
spectrum. Digital personal com-
munication services today are in
the 1.9 gigahertz portion of the
spectrum and older mobile devices
are in the 800 megahertz portion.

The school plans to lease out
four broadband radio service
channels and 16 educational
broadcast service channels. The 16
channels are capable ofsupporting
mobile, high-speed Internet ac-
cess, Gossman said, and are of the
most interest to potential vendors.

Gossman said that the FCC con-
sidered the spectrum 'junk" in the
1960s. Not knowing what to do
with it, the spectrum was turned
over to universities and other edu'
cational institutions.

Originally dubbed Instructional
Television Fixed Service, it's the
only portion ofthe radio spectrum
licensed exclusively for formal ed-
ucational purposes. More than 330
colleges and universiiies hold li-
censes for more than 750 ITFS sta-
tions.

Traditionally, ITFS waves of-
fered users a broad range of ser-
vices, such as in-service training
for teachers and classroom in-
struction for students.

Wayne State, along with Detroit
Public Television and Detroit Public
Schools, formed the nonprofit Com-
munity Telecommunications Network
in 1987, using the airwaves to
broadcast educational program-
ming in metro Detroit. At its peak,
29 different cable systems picked
up the signal. Programs in subject
areas from foreign languages to
math were broadcast by CTN.

But Gossman said as the num-
ber ofstations evolved, cable com-
panies couldn't make room for
CTN programming. It stopped
broadcasting in June, he said.

"Back when the cable compa-
nies had 30 channels, they had all
the room in the world for us," said

Gossman. who also serves as exec-
utive director of CTN. "When they
had a couple hundred, they didn't
have room anymore."

Wayne State, CTN and others
lobbied the FCC to allow other
uses for the spectrum, Gossman
said. His primary interest in pur-
suing expanded use of the spec-
trum is to improve communica-
tion for Wayne State students and
staff. he said. The FCC said the
waves could be leased but not sold.

FCC law requires Wayne State
to maintain 5 percent of its total
spectrum. The other 95 percent
will be leased, Gossman said.

Wayne State's purchasing de-
partment sent an inquiry to about
30 potential bidders to determine
their level of interest. Gossman
said he didn't want to identify any
of the companies or how many re-
sponded, but said interest was
high enough to pursue a request
for proposals.

One of the companies interested
is Rochester-based SpeedNet L.L.C.

"SpeedNet will be a big respon-
der to that RFP and if successful,
we will gain sufficient spectrum to
deploy WiMax throughout the en-
tire metro Detroit area, including
as far north as Port Huron and as
far south as Ann Arbor," said John
Ogren, CEO ofSpeedNet.

SpeedNet already offers limited
WiMax services to customers in

area of northern Lower Michigan.
WiMax ls a faster and more reli-

able connection than WiFi and is
being billed as the next alterative
to cable or digital subscriber line
services. Imbedded devices, such
as laptops with WiMax-enabled re-
ceivers, are expected to begin ap-
pearing in 2006-2007.

Research company Infonetics
said it expects WiMax to be a $124
million market in 2005, up from
about $16 million in 2004.

Gossman said partnering with a
third party or parties such as
SpeedNet will cost less and benefit
the school more than if it were to
try and do something with the
spectrum itself.

An executive summary of the
Arizona State/Sprint deal esti-
mates it would cost the school $30
million to develop its own broad-
band network in Phoenix.

"If we can have a partnership
with someone who creates broad-
band services throughout south-
east Michigan and also has roam-
ing capabilities nationwide, it
would seem to me that would be a
better service than setting some-
thing up that covers a three- to
five-mile radius around the cam-
pus," Gossman said.
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