


PATENl-  AND TECHNOLOGY UCENSE  Am

Ag,gfermnt~~~  15,1996  (hemhaftef  referred to as the “Am’), by
UNlVERSlTYOFTEXBMD.ANDERsoNcANcER~

(hereinafter refer& to as “MDA”),  hated  at Houston, Texas, and which is a ccqment
htitution  of ME UNWERSllY  CF  TEXAS SYSTEM (hereinafter referred to as
%YSlEM~vhichisgovemedbyaBQARDOFREGENTS (hereinafter referred to as
%cuwlY?  and q ocYrE V-ERWEmCS,  INC., located at _ 5599 San Felipe,  suite
301,  Houston, Terns,  T7056  (hereinafter  referred  to as ‘WENSEE’).

A

a

c.

D.

E

BCWRDisthemofthePATENTAND TECHNOLOGYREliTSOfthe
invention  entitled m ” (~cc  Reft  UTSC~
_ C’NEW  lM/ENlloN(sy~.

LlCENSEEisaccqmyinterestedinthedevelopmntand -aliion  of
nswtedmlogiesdire&dtothetmtmentof  hurnandkeases,  towhichend
LlcENsEE,MzAandBCMDenteredintothe AGRBENTnoted  hereinabove.

UCENSEE  vrishes  to add the NEW INVENTlON(S)  to its rights and obligations
undertheAGREEMENT.

Thed&itionssstforthintheA~ shall apply in this AMENDMENT NO.
-t ~~tothe~~thata~nitionhereinisspedfictothisAMWDMENT
la- -
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AMENDMENTNO. -
page2

NOW, THEREFORE, in c~nsidaratiion  for the nutual  covenants contained  herein  w
sufficiency of which is hweby  aczktowiedged,  the parties hereby agree to tha foll&ng:

1. EXHIBIT I to the A-is hereby amended to indude  the NEW
INvENWN(S)  attadd  hereto as EXHIBIT A

2 In addiion to tha  reinI3ursments for patent ewenses  provided  for under the
AGREEMENTandallotbmmndmantsthereto,  U~EEshallrainburMDA
Mthinthirty(3O)daysofttbaEFFECTlVE~NO., DATEforall
ouktanding a n d  unreimbmeci  patent  expames related to the NEW
IM/ENnoN(S)andshallfurtherrei~MDAfarall~~continuingpatent
expemes for ZzE INNON pursuant to A+e  +:1(a)  of the
- GEEMENr,pursuanttolnv~ngbyMDA

0THEFFM~thetermsandprovisionsoftheoriginal~andall
previousamendmentstheretoshall~ninfullforceandeffect,provided,~,that
intheeYerAofaconflidinthetemsaKfconditions~this~~._
_andtheA~,thetemsandconditionsoftheAGREEMUICTshailprwdil.

THEUNlVERSilYOFTEXbS BOARDOFREGENTSoFTHE
MnANDERsoNcANcERcENFER UNM3SllYOFTEXASSYSTEh4

By By
DavidJ.Baduach
-vice- tzFElor and
forAdninistration and f%ance Genelalccnmsel

ApPRCYvEDASTOCONTENT APPROVED  AS TO FORM

By: By:
Wiam  J. Doty Dudley  R Dobie,  Jr.
Director, Techndogy  Development Manager,  hltel-  propertv

BIOCYlE MERWEUTlCS,  INC.

By
JeraldS.Ccbts
ResidWltWldCEO - 170 -



- 171 -



STOCK PURCHASE AGREEMENT

BY AND AMONG

BIOCYTE THERAPEUTICS, INC.,

THE BOARD OF REGENTS
OF TEE UNlVERSlTY OF TEXAS SYSTEM

THE UNIVERSITY OF TEXAS
M.D. ANDERSON CANCER CENTER

- 172 -



P&H DrafI:  1014196

STOCK PURCJ3ASE  AGREEMENT

This STOCK PURCHASE AGREEMENT (this “Agrd~is altad into as of , 1996,
by and bchvcen  Bioqte  Therapeutics,  Inc., a Delaware  corpora&n  (“Compcury’),  the Board of&gcnts  (rhc
“Board of Rcgcn&‘? of the University of Texas  System, an agauzy  of the State of Texas,  and The University of
Texas M.D. Andawn  Cancer Ccntcr,  a component  institution of such System (“MDA”).

WITNESSETH:

wHEREAs,thCompaml,~AHdthcBoardof~propcsctomtaintothatcatainPatcntand
Tcclmology  License Agncmcnt  dated as of November  14,1996  (the “License Agreement’);

WHEREAS, the Company desires to issue and sell to the Board of Rcgcnts  shares of the Company’s
common stock, par value S.001  per share (the “Common Stock’l  as plntial consideration for the Board of
~andMDA’sagr&mcnttoentcriatothcticcMeAgrecmmt(suEhsharrstobeissutdinthenameofthe
Board of Regents  for the befit of MDA); and

WHEREAS, the Board of Rcgcnts  de&s  to purchase shares of Common Stock pursoan ttothetums
and conditions contained  hercim

NOW, THEREFORE, for and in amsi&aIion of the ptuniscs, audtbetmmnianddcpcndaxpromisu
contained hcnzia, and other good and valuable consideration, tbc receipt aud su5ciency of which  an ha-cby
ack~~lbdpc4  the parties bercto  hereby agree as follow:

ARTICLE 1

PuRcliAsE  AND  SALX

1.1 Purduse  md Sak  of BTI  Stock Subject to tbc terms and conditions of this Agrccmcn~  at
thcClosing,tbeCompMy~tois~imdscUtothcBocadofRegenrr,andthcBoardof~~~agresto
purchascandafaptfimmtbccompany,(i) sharwofcofmnaY Stock (the ‘VI-l  Sbarcs’~,  and (ii)
purPuanttoSeaioa1.4,therighttoreeeiveContingcntWarmntsto~~ofCommw stockonthc
cb%lgofQualit% Iwcstmmcs(~-&itlCd)OOOIbCf~tbC~ of the IIrst Triggering Event
(as hueid& defined). In wnsidaation  of the sale of the BTl  Shans and the right to rcceivc  the Contiugcnt
Warrants, at the Closing, the Board of Regents and MDA &all enter into the License Agreement with the
Company (tbe “‘License Consideration’).

1 .2 Closinc Cmnmmration of the transactions cootcmplatcd  by this Agreement  (the “Closing’)
&all take place at the 051~s  of Porter  & Hedges, L.L.P., 700 Lorrisiana  S~net,  Suite 3500, Houston, Texas
77002, at a.m.on 1996,oratsuchotbatimeandplaceasallpartieJhaaomay
mmdy agmc in writing. The date upon which the Closing occurs is dared  to h&a as the “Closing Date.”
Notwithstandingwytbinghucintotho~,ifthcCcloJiaghasnotoccmrcdby . 1996, eith
tbe Company or the Board of Regents shall have the right to tcImiM&tbisAgKXXlc5L

1.3 Clnsing Ddiveria. At tk Closing, (a) the Company shall ddiver to the Board of Rcgcnts  one
mtificatc~~tbcB~Shans,~catificatcto~rrscntdutyauthorizcd,validlyis~~paid
ad noa-assusable  sham of common Stock, SufIicient and in gcad  form to properly  transfer such shares to the
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Board of Regents as set forth in Section 1.1, (b) the Board of Regents and MDA shall deliver he License
Cademtion  to the Company, and CC)  the C~mp;w,  the Board of Regents and MDA &ail deliver to one anorher
all other documents, in~trumcntJ  and ~~~CCIIICU~S  required under this A-t.

1 .4 Contingent Warrants.

(a) Generafly. UP tk Closing of each Qualified Investment occurring on or prior to the
first Triggering Event, the Company shall issue to the Board  of Regents a warrant (singly, the “Contingent
Warrant” and collectively, the “Contingent Warrants’) to purchase shares of Common Stock based oo  a
facula applied ~1  the dosiog  of such Qualified  hl~estmem. NO Contingent Warrant shall be exercisable prior
to the ocemmm  of the tint Triggering Event, and no Contingent W-ts shall be issued or issuable at& the
6rstoccrrmnaofaTriggaingEvent  ‘Ibcactultmmbuof&aresofCommon Stock subject to each Contingent
wamttt  shall be computbd as to each Qualified  lrmstment  using the formuhl  described in section 1.4(b) below.
lk initial exercise price per share of Common  Stock subject to each Contingent W-t shall be  the Exercise
FVice  atlriile to the Qualified Investment resuitiag in the issuaace of such Contingent W-t. The parties
hereto acknowledge and agree that no Contingatt Warrants shall be issued by the Company  to the Board of
Regatts  with reqect  to the Initial Fiiing. The Contingent Warrants shall (i) have a five year term from the
date of issuance (ii) be non-transferable other than to AfEliates  of tbe Board of Regents (as defined  in Section
2.7); (iii) provide for unlimited “piggy-back” registration rights for a period of five years from the date of
iaauawq and (iv) contain sta&rd  adjusrmenu  to the exercise price and the number  of shares of Common Stock
subject to such Contingent W-t. The Contingent Warran& to be issued on each QuaMed  Investment shall
be substantially in the form attached hexto as Exhibit A.

(b) Formula for Calculation of Number of Shares. Upon the closing of a Quali6ed
ltnmtmm&  the. initial tmmber  of shares of common stock lnwyillg tJle contingent w-t to be issued
pmxuaot  to Section 1.4(a)  shall be computed based the qwtient  of(i) tbe Board of Regents Post-Preferred
~dividcdby(ii)tbe~Riccpcr~paidbytbeQualifiedInvcstor(s)inruchQualificdInv~~t
By way of example,  atta&ed  hereto as Schedule 1.4(b)  is a c&datkm of the amomtt  of Contingent Warrants
to be ismd to the Board of Regents in the. evuu of Initial Fig of S2,000,000,  with  subsequent QwMed
ltmmmam  of $5,000,000,  $10,000,ooo  aud S30,000,000,  mspeetiveiy,  together with  the other assumptions set
forth in such schedule.

w Termination. Upat  s&&h by du CZunpmy  ofits  cb@aiias  under  this Section
1.4 m tk cczamme  of the 6rst Triggering Event, tbc Company shall have no iintber obligation to issue to the
Board of Regents any additioaal  ContiageJit  warra!lLs  under this section 1.4.

(4 Cerruin  Defined  Terms. As wed in this Soztion  1.4, the following terms have the
meaaing set forth below:

“Eremi~e  Price” mtans,  with respect to any Qua&d  IIIV~ the price pa share
of GmRual stock paid by tbz Qulilied  InvestM(!?) in sw!ll Qualifx Investment In the event
theQldifkd- is in securities of the Company  convertible into Common St& such
trcrdscRiarhallbccrmputcdasifthcrcMitiawpeconvcrtcdintocommonstockonthe
inv-t date..

“Initial Financing” means a cash investment in equity capital of the Company
facilitated by Harris  Webb & Garrison (“HWG”)  (which  may include a direct  investment by
HWG,  among othrss) of not less thaa S1,000$00,  which  investment .&all be consummated
simultaneooaly  with the Closing pursuant  to Secti~  4. I(h).
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“Board of Regents Posr-Preferred  Rerun”  means  with rqwct  to ap  Qdjfi&
lnvcabx=tC the produn  of (x)  5oo/o,  multiplial by &)  the difTenmce between (A) the New Value
attributable to such Qualified Investment and (B) 1.5 times  the Old Value  attributable to d
prcviousQualificdl.nv~. Solely, for pqoscs  of the dctinitions of the Board of Regents
Post-Preferred RcUt’n, New Value and Old V&x.,  the [nitial Fiiancing shall constitute a
Qualified lnvesm.mt.

“New Value”  means, with respect to any Quaiificd  Investment, the product of the (x)
Excrcisc  Price atkibutable to the Qualiiied  Investment at issue, multiplied by (y) the total
number  of shares of Common Stock attributable to ail previous Qualitied  Investroatts
(computed on an as-if-convutcd  basis).

“Old Value”  means, with  respect to my  Qualihd  Investment,  the aggregate cash
invcstmcnt attributable to such Qua&d  Invcstmm~

“Qualified Investmmr”  means  a cash  invesbneni  (or a series  of rclatcd  invatmeats
within a hvelvc month time period)  by a Quahicd Investor or group of Qualified Invators  in
Common Stuck or other securities of tbx  Company, which by their terms, are convatible  into
Common Stock, in an aggregate amount of not less than Sl,OOO,OOO. For purposes  of this
d&Am  cash investments by non-Aftiliatal  Quali6ed  Investors (or groups thcrc&  shall not
bs aggregated for purposes  of the $1,000,000  limitation desaibal  herein.

“Qualrlfed  Investor” means  atry person otha thaa  the Board of Regents, HWG or any
of their rcspe&e  AIEliatcs  (as de6ncd  in scccion 2.5).

“Triggering Evenf”  means  the  earliest  of the folkwing  events to occur: (w) the
~ofaninitialpublicoffaiJlgtilvingthcsalcofcommonstock by the company
totht~pubticinabona6~firm~tmmtMdcrwrincnpublicoffaingpursuantto
a tqisl.dan statmmu  illed with, and dcclad &ctive by, the Sccuritics  Exchange
Commission under the Sccutitis  Exchange Act of 1933, as amcndcd, pwsuant to which the
Company tuxivcs pss pmcda  of at least $10,000,000,  and with the Common Stock having
au  initial pm-chase price to the public of not leas than S5.00  per share; (x) any consolidation,
maga cc  otbp rwrgmization  involving the compauy  and in which the slmiving  capomtion
~~thccanpanYnorits~at*((asdcfincdin~on2.7andasocistedpriorto~ch
wnsolidati~ merger  or mrgmization);  (y) any transaction Q sties of related transaction
wha-eby  the then Bzxiskg  stockholdmi  of the company propuse to rransfer in excess of 500/o
ofth:c4mpgly’svotingpowcr(othcr~to~at*oftbecampanyas  defincdin  section
2.7); (I (2)  sale oc  tnut& of mcrc  than 50% by vahz of tbc assets of the Company (other than
to liftihm of the company as defined in section 2.7).

1 .5 Legend Inadditiontoanyo~legendr~bylaw~~~agrrancntsentncdintoin
~~tbecrrtifiuPa~tbcBTISharcs,ContingmtW~aanysharcsofCommon
SkCkiSUdFllUWUttOotbe acacisc of a Contingent Warrant (c&xtively,  the “Sccuritics’)  shall bear a lcgatd
substantially to the effect that (a) the Securities bavc not been qistuai m&r  the Sccmitiea  Act of 1933, as
ammdd  (the “Seeuritiea Act”) or tqistud or qua&d mda the securities laws of any state, and (b) the
Saa&ies may not be sold or othenviss  -fared in the absence of such tegistntion  and qualification, unless
(i)pwsuanttoat+trationstvanmt which has b&n  6.M  with tk Securities Exchange Commission and has
become eff’ve, and pursuant to any ngistrtion and qualilication quixmmtu&r any applicable state
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sccuritics  laws or (ii) the Company receives an  opinion of counsel reasonably acceptable to it stating that such
sale or transfer is exempt loom the registration and qualification requirements of the Securities Act and any
applicable state securities  laws.

ARTICLE 2

REP~~I~SE~AT~~NS  AM)  WAIUU~TIES
OF THE  C OMPANY

The Company represents and warrants  to MDA and the Board of Regents that the following
rqresmtations  and warranti~ are true and correct as of the date hereof

2 .1 Organization. The Company is a corporation duly organized, validly existing and in good
stwdiag under the laws of the State of Delaware, and has all the necessary powers to own  and to carry on the
business in which it is currently mgaged The Company is qualified  as a foreign corporation, and is licedsed,
admitted or approved to do business as a foreign corporation in the State of Texas.

2.2 Authority and Enforceability. The Company has the requisite power and authority to enter
into aal  perform  its &ligatims  rmdcr this Am the Stockholders’ Agreement and the License Agrcemmt,
andmappmvdaconscntofanypasoq~dpartyagov emmental agency or hcdy is rucessmy in camuction
thaewith  This Agreema&  togetk  with  ail other agreemmts, documem  ad illaummtr exmuted  in
aamwtion  herewith by the Company, includin& without limition, the Stockboldcn’  Agrecmcn~  the License
Agreement, constitute, or will constitute upon its exaxtion  and delivery by tbe Company, valid and legally-
binding obligations of the Company, and are enforceable against the Company in accordance with  their terms,
subject to bankruptcy, receiwrsbip,  insolvcn~y, reorganization, moratorium or other similar laws al%cting  or
relating to creditors’ rights genera@  and subject to general principles of equity.

2.3 No Violations or Conflicts. Neithcx the excation  and delivery of this Agreement, the
S~oldcn’A~ortheLiccaseAgrecmmtbythcCompanywrthepatonnancc by the Company of
its obligatioas thaemda will (a) violate a wrdlict with my provision of tbe charter d-mts, or bylaws, as
aum&d  to date, of tk. w, (b) violate or contlict with any provision of any statute, law, code, ordinance,
rule,rrguladosardcr,pcrmisliccrrsc,mtificatc,wrif~~injunctionor~promulgatcdbyanyfcderal,
state or local governmen tal bcdy a authority (wUctively,  the “Laws”), applicable to the Company, or its
~orassas;(c)nsultiaabnachof,arcoastihdeadcfault(orwithnoticcorlapscoftkneorbothmult
inabrcachoforwnstiMca&~t)rmdcrorothawiscgiveam/pcrsontherighttotamimte  or accelaate
PIlymentdapaf- of any note, bond, loan agr&mmt,  cmimct, lease, li-, franchise, pamit,  or
othaagreementor’ ttowhichtbeCompanyisap~ortowhichanyofitsassasaresubjcct;or(d)
result iq a require the aeation a imposition of any security intcres& mortgage,  deed of trust, pledge, lien or
otkr  anxmbraux  of auy oatuc  whtsoever  (wkctively,  the “Encumbrmce”)  upon or with respect to any of
tk awts  of the Company. The Company is not in violation of its chartex documatts  or bylaws as ammded to
date, or in default in the perfma observance of any note, bond. loan agreema&  wnkact, lease, licaue

hchiqpamitac&ragcam!a’ lnsPumcnttowhichthcCompaayisapactyortowhichanyofitsasseu
arrzubjafcxapttobwadcatsuchdcfauit~mthwcamataialadvcrsce~onthccompany’sbusincss
prospects Q 6aanciai  position

2.4 Litigdon.  lint  am  no legal a govanmen tal pmceedings  pcading  to which the Company is
apartyorofwhichaoypropatyofthccompanyisthcsubjea.
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2 .5 Capitalization. The total number of shares of all classes of stock which the Company ha
authoriiyto~is shares, of which shares are designated common stock,
par value 6 pab=.md shares are designed preferred stock, par value $- per
share. Immediately p&g the Closing Date, the issued and outstanding shares of the capital stock of the
Company is set forth on  Schedule 2.5. Upon issuance of the BTI Shams to MDA in accordance with tbe terms
and conditions hereunder, such BTI  Shares shall repnsent  duly authorized, validly issued, fuuy paid, and non-
asxsaable shares of tbe COUIFWV’S  &mo~~ Stock  No &ares  of the Company’s capital stock have been issued
in viol&m  of the Company’s  charta  documcnt.s or bylaws, or tbe preemptive rights of say person. Other  than
as amtemplated  hereby or as set forth on Schedule 24  there are no outstanding subscriptions, options, rights,
warrants, calls, preemptive rights, convertible seemities,  or other agreements or wmmihnents of any kind
obligating tbe Compaq to 4 U)IIVC~,  issue, ~~chfinge, trausfer  hum tnastuy,  or otherwise dispose of, auy
a&imal shares of soy class of tbe Company’s capital stock, or other equity or debt security of the Company.
TksbamofcQnmmStock  if any, to be issued upon the exexise of tbe Contingent Warrants pursuan ttothe
termstberDJfsbaubereservedbymcCcanpanyoponrJsllimc of tbe Contingent Warrants and such shares, when
issued, shall represent duly autborizad,  validly issued, fully paid and non-assessable shares of the Company
common stock.

2.6 Subsidiariu.  Tke Company  has no subsidiaries.

2.1 Broken. Except as set forth on Schedule 2.7, neither the Company oar any of its AfXliates
hwc employed  any broker, age& investment bank= or 6&r,  or imxured  any liability for auy bmkerage  fees,
a&s  fm~amlisaiws,  - bddllg  &AT m 6&r% fee in cumeetion  with tbe lIansactions  contemplated
by&A-

For p~lrpcses  of this Agwmen& the term ‘Xflliote, ” (ihaling the term “AB%ated”)  when used to
~~amlationshipwithanypersoa,shallmcan:anypcrsonthat~,cnindireatythroughoneormore
~ea,ccmuola,ceiaeudmuedby,oriamlderccmmml cQatm1  with, ce is an officer or director OE such
- ‘4s used in the. deBBiticel of Atwiatc,  the term  “control” (ihIding the tams “cootfouiDg,” “conuoued
w 0~  “m&r  wmmon umttol  with”) rrbtdns the poaseasioq  direct or indime& of tbe power to dire4 cause tbe
dire&m  of or influence the mauagemeat  aad policies of a Perxq whether tbrougb the ownership of voting
SWU&S,  by wm-ac~  thmugh the Idling of a position as a direemr  or officer of such person, or otherwise.

ARTTCLE  3

REPRESW~ATI~~~SANDW- IES OF MDA

MDA imd  tk Bcanl of Re@s be&y,  jointly and severally, represent and warrant tbat the following
repmsaitatim  and -muueandwrrectasthedateherw~

3.1 Organization. MDA is a component  instimtion of the University of Texas System, which  is
anagencyoftheStateofTexaa.

3.2 Autborit~ ad  EdorceabW. MDA and the Board of Regents have the requisite power and
_-____ , - -- --_ --r-.-_._  ~_  ~~~~_~
LiameA~andnoappmvalar~ofaoypusoo,&party&govermncn talage&yorbody(other
tbantkBoerdofRegeataintbeeaseofMDA)isneceasaryin mmeetion theredh This Agreemet&  togetber
withauother ~,daumems,certi6cateaand- exemted  by MDA in coonection therewith,
ioeluding, w&out limitkq tk QocklmW  Agrmrrn~  License Agmetuenk constitute, or will coostitme  upon
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its execution by MDA, valid and legally-binding obligations of MDA, and are enforceable against MDA, in
accmdme  with dteir terms, subject to (i) the Constitution and the laws of the State of Texas and (ii) bankruptcy,
receivership, illwlvmcy, rwrg;rmzatia5  mmtori um or other similar Laws a&cting or relating to creditors’ rights
generally and subject to general principles of equity.

3.3 No Violations or Conflicts. Neither the execution and delivery  of this A-t,  the
Stockholders’ Agreement or the License Agreemmt by hOA or the Board of Regents nor the performatt~e  by
MDA Q tk Board of Regmts  of its obligations thereunder will: (a) violate or conflict  with any provision of the
charter docunmm, or bylaw, as amended  to date, of MDA or the Board of Regents; (b) violate or cotttlict  with
anyprovi&nofaoyLawappticabletoMDA or the Board of Regents, or their respective businesses or assets;
(x (c) rsult in a breach of, or constitute a default (or with notice or lapse of time or both result in a breach of or
constihtta  a default) lmdcr  or Otherwise give any person the right to termkte or accelerate payment lmder or
P=f-of atty  ~tttrac~ license, or other agreemmt or instmmmt  relating to any Licensed Subject Matter
(as such term is defined  in the License Agreement) or with respect to MDA’s and the Board of Regmt’s
obligatioos  to the Company with respect to new invmtions pursoattt to the Licmsc  Agreemmt.

3.4 Investment Representatiorts.  Each of MDA and the Board of Regents acknowledges,
rep-ta and agrees that:

(a) the BTI  Shares, the Contingmt  Warrants and dte shares of Common Stock issued
plltsuetorhecxcrcisc of the Contingent Warrants (coUectively, the “Semrities’) have not, or will not
have been regiskred rmdcr the Securities Act, or registaed or qua&d under any applicable state
smmitia laws:

(b) tk.%taitkarebeiagisst4arwillbeissucd,heramder  inrelknceuponexemptions
fiomsuchngistrationorqualifrcationnquinmcnts, and the availability of such exemptions depends
inpartuponMDA’sbonafi&invcstmcntintcntwithrcspedtotheS~tia.

w the xqkitb of the Securities is solely for its 0~11  account for invatmmt,  and are not
being acquirai for the acunmt of any othex  person or with a view toward resale, assignmmt,
liactidon, or distribution tJxreoS

(4 neik h4DA nor the Board of Regeatta  shall o&r  for saie, sell, tranafa,  pledge,
hpohcak  or othemise dispose of any of ~the Sectuitia  excfpt  in accordance with tbe registration
n-t  oftbe S Act and applicable state samitia  Iaws  or upon delivery  to the Company
of an opiniat  of legal ccnmsel reasonably satisktory  to the Company that an exemption from
rxghation  is available;

(e) MDA and the Board of Regents have such lmowledge  and experimce  in fkancial and
business matters that it is capable of evaluatiog  the merits and risks of an hvatmmt in the Secuities
and making an informed invatmmt  de&ion;

(0 MDAmdthcBoardofRc~havehadthopportunitytoaskqucstionsof,and
mxive  mswm  &om  the Company’s officm  and directm concuning the acquisition of the Securities
attdtoobtaiusuchotheriofonoationconccmia gthcCompmyandthcSauritia,totheextmtthcy
~tksameoranddxqoireitwithoutunrammble  effort or expense,  as MDA or the Board of
F@mtsdmmednewssatyin wnnection  with making an informed invabnmt  decision;
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(g) since the Securities have not. or ~111  not have been registered under the 1933 Act or
applicable state semrhes laws, MDA and the Board of Regents  must bear the economic risk of holding
the Securities for an indefinite period of time, and is capable of bearing such risk; and

the Company has been fomxd during the past year as a start-up business and has no
fiamcial~~ghistoty>andacwrdingly,tb~e mvestmmt in the Secmities  involves substantial risk
inchlding, without umiutim the complete loss tbmf.

3.5 Brokers. Neither MDA, the Board of Regmts  nor any of their respective ABiliates have
anployed  my broker, agmg  a finda,  a incurred any liability for any brokerage fees, agent’s fees, commissions
Or  tit&k  fees in COMStiO,t  With the f%UiSaaions  Wtttcmphted  he&I,.

ARTICLE 4

CONDtTlONS

4 .1 Conditions Precedent to Obligations of MDA and the Board of Regents. The obligations
ofMDAaadtheBoardofRcgcntstow asummate  the kansactiotu  contemplated by this Agreement shall be
subject to the satisfaction of the following conditions, at or before the Closing:

(a) Representations and Warranties of the Company True  on Closing Dare. The
representation and wmmti’a  of the Company herein cothued  shall bc true as of and at the Closing
Datcinallmatcrialnspcctswiththcsamceffctasthoughmadcatsuchdate,crceptasaffcacdby
mnmctions  permitted a contcmplatal by  this Agrecmeac  the Company shall have performed and
complied in all material nspcaS  with  alI covenaa~  mquired  by this Agtumertt to be performed or
~licdwithbytbc~bcfactbcClosingDate;~tbeCompMyshallhavedelivaedtoMDA
accrtificatcdatcdtheClosiagDatcandsi~~byanauthorizcdo~oftheCompanytobothsuch
effects;

W Cetijcates of Public Oficials.  The  Company shall  have delivered to MDA
certiiicates of cxhencc andgoodstandingofa~~wi~rrspattotheCompanyineach
jurisdiction where the Company  ovms  property Q waducts  operations;

w No Litigation. No suit, action,  or other pmcee&g  shall  lx palling  or threatend in
whichkwiUbe,ait4soughttorrstraiaorprohibitatoobtain~~aotharrliefinconnection
tiththisAgmanentortheconsMlMuiorl of the tIans&ions contemplated hereby;

(d) Opinion of Counsel of the Company. MDA shall have received a favorable opinion
dated as of tbe Closing Date, &XII  Porta & Hedges, L.L.P., ccuosel for the Company, in form and
substance reasonably acceptable to MDA;

(d Tena2r  ofStock.  Tk  Cclnpany  shall have deliwed  to MDA a cutificate  representing
the BTl  Shares;
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(9) Stockholders Agreement. HWG and all other stockholder purchasing  shares of
Common Stock, cx  Xcuntles  ofthe Company  ccmvertiblc  into Common Stock. at or prior to the Closing
shall have executed and delivered an adoption  agreement with respect to all the temts  and conditions of
the Company’s Stockholders’ Agreement dated , 1996.

01) hitiai Finrmctng.
eoncumntly  with the Closing.

The wnsummation and closing of the Initial Financing shall occur

(0 Cot~ms andApptm&. Tk Cattpatxy  shall have obtakd  any consents or approv,ds
firm thitd parks  (kkl& any lkn gwcnrmauai bodies 0T  authorities) which are required under  any
lawsorbyagreementittordextoconsummak the +mnsactions wntemplated hereby; and

6) Other. All other items reqked  to be delivered hereunder or as may be reasonably
qwsted by MDA or the Board of  Regents  to fk&ate the Cloying, in form and substance reasonably
satisfactory to MDA, shall have been delivered to MDA or the Board of Regents.

4.2 Condhiotu  Precedent to Obligations of the Company. The obligations of the Company to
co~mtmatc  the tmnsacdcms contemplated by this Agreement shall be subject to the satisfaction of the following
wnditim, at or before the closing:,~

(a) Representations and Warranties of MD.4  and the Board of Regents True on Closing
Date. Tk repmentations and wamttties  of MDA and the Board  of Regents herein contained shall be
trucasofandattbcClosingDa~in~mataialrcspcaswiththsamceff~asthoughmadcatsuch
date,execptasaectedby tranaa&~pumittedorwatemplatalbythisAgreemen~  MDAandthe
BoardofRcgeoLsshallhanpcrformdimdccmplicdinallmataialrrspectswithallwvmantrrrquind
bythisA~tobcpaformcdorcomplicdwithbythcmonarbcfontheClosingDatc;andeach
of MDA and the Board of F&gents shall have delivered to the Company a certificate, dated as of the
ClosingDarcandsigocdbyim~~~ofthcBollrdof~~andMDAtoboth~chefffccts;

(34 No Litigation. No suit, action, or other prccding  brought by any person shall be
pendingorthrcatcncdinwhichitwillk,aais,soughtto~~pprohibit~~obtaindamagesor
otherreliefinwnnecdonwiththi.sAgncmpltorthe Bon of the transactions contemplated
hueby;

(4 License Agreement. The Board of Rcgclrts skull have eatered into the License
AgramcntwitbthcComp~mlontenns~ti~aeeeptabletotbcCompany;

(4 Stoch%oI&rs ‘Agmement.  Tk bad  nfhgettts  shall have exemted  and delivered an
adoption agreemat  with respect to all tbe tams and ccditiats  of the Company’s Stockholdas’
A - - , 19%;

A
Initial Fhancing.  The wnsuatmatiat and closing of the Initial Financing shall -

with the c1oaing.

(0 Conwnn  and Approvab MDA  and the Board ofRegents  shall have been obtained,
any eonents  or approval bcm  third parties (in&ding  6ua1 aay govamna tal bodies or authritiea)
whieharcrquituimkmylmsaby7~thtordertacoMmrmatc tbe Uansaction wntemplated
hby; and
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(P) Orher. All other items required to be delivered hereunder or as may be reasonably
requested by the Company to facilitate the Closing, in form and substance reasonably satisfactory to the
Company, shall have been delivered to the.  Company.

ARTICLE 5

INDEMNIFICATION

5.1 Smvival of Rcprmatratiom  and Warranties. The mprescnt&ms and warranties contained
herein, shall survive the execution and ddivery  of this Agreement and the Closing without limitation,
notwithstanding any investigative or due ddigcnc~ theretofore made by or on behalf of any party hereto. A U
claim  for breach of representation or warranty and for indcmniScation  by the Company, MDA or the Board of
Regents with respect to a breach of a representation or warranty must be  made in writing, and none of the
Company, MDA OT the Board of Regents  will have liability for any such daims unless made. in writing, All
covenants and agreements contained herein shag stuvivc the Closing without limitation, except as otherwise
provided herein.

5.2 Indemnificntion  of MDA and the Board of Regents. In addition to any other rcmcdies
available to MDA and the Board of Regents under this Agreement, at law or in equity, the Company shall
ihdamify,  defend and hold hatmkss MDA, the Board of Regents and their mspcctkc  AtTiliatcs against and in
respect of any and all claims, demands, actions, costs, damages, losses, diminution in value, expenses,
obligations, liabilities, mcovuics, judgmcms,  se.t8uncnts, suits, prccmdings,  causes of action or deficiencies,
including intcrcst pcnaltiu  and masonable  attorneys’ fees (coucctively,  the “Cl8ims’) that such indcmniticd
personsshallinclaorsutfa,,which,result~ornlatetoanybrrschoT~ffailunbytheCompanyto
perfom,  any of its representations, watrank.covenantsoragmane&inorunderdtisAgreement

5.3 Indcmtd6ution  of the Company. To the extent author&d by the Constitution and the laws
oftheStateofTexasandinadditioatoanyotharrmedicsavailabletothcCompany~~thisA~~at
law or in equity, MDA and the Boatd  of Regents shall indcmn&  dcfmd and hold harmless  the Company and
itsA~a~againstandinrespectofanyandallClaimsthattheComp~~~orsuffa,whicharise,
resultSomorr&tcto anybrtacho~orfailurcbyMDAandt6cBoardofRcgcntstoperform,aoyofthcir
mspectivc  mpmcntations,  WaKanties, wvwants  or 2lgmmaa itl~lmdcrthisAgrmncnt

5.4 Indcrnnifiution  Procedure. F’mmptly  upon the discovery of facts giving rise to a claim for
iadcmaity~~~5ar~receiptof~~of~Claim,judicialorotbcnvise,~withrespcEttoaay
maltcrastowhich’  ’ .” ” ~bcdaimcdrmdcr~~Artieks,tbcinrkmnifiedp~ohallgivewritten
~~~ftotbe~gpaytogcmawithsuchinfamationrapectingsuchmattcrsrtheindemnificd
party  &all  then  have; provided  howcvrr,  the  tiihrc  of tJx  imkniticd party to give notice as provided herein
shall IXS  tdieve tk indmmifyiag patty of any obligations, to the cxtatt  the i&nmi@ng  party is not materially
prejudicedtkeby.  If~~~issoughtwith~toathird-paml(i.e.,onewhoisnotaparrytothis
Agrcaamt) Claim asserted OT brought against an tndmmdScd  party, the indemnifying  party sbaU  be entitled to
partidpatcinandtoasslrmcthcdefcllsc~~jo~withanyothcrindannifyingp~similartynotificdto
tk extent that it may wish, with counsel masonably  satisfactory to such it&mniSd  party. After such notice
komthc ’ “-’  gpaftytosuch~~parryofiuclecriontoso~thedcfcascofsuchathird-
#claiIQthc‘ * . rgpartyshall~tbeLiable~suchindcmnificdpartyforanylcgalorothcrnrpenscs
sttbstqtlUltlyinctUmdbytilClattCritl comaialwiththcdefetscthcrwf,otbcrthan reasonable and necessary
cos*rofinv~~~rmlesstbcirdmmifvingpanyhasfailcdtoassumcanddiligmtlyp~ the defense of
such third-party Claim and to anploy counsel rcasonablv  satisfactoty  to such indcmn6cd person. An
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indemnifying  party who elects not to assume the defkwe  of a third-party Claim shall oot be liable for the fees and
expenses of more than one counsel in any single jurisdiction for all puties indemnified by such indemnifying
party with xspect  to such Claim or with respect to Claims separate but similar or related in the same jurisdiction
arising cut of the same genu’al degiition~.  NotwiManding  any of the foregoing to the contzuy, the indemnified
party till be entitled to select its own counsel and assume the defense of any action brought against It  if the
indmm.i&ing  party fails to select counsel reasonably satisfactory to the indem&ed  party or if counsel fails to
diligcnttydcf~tk~ofsuchdcfeasctobcpaidbythc~~gpany.  Noindexmi&ingpartyshall
consart  to mhy  of say judgment Or  enter into any settlement with respect to a claim without the consent of the
irv’ - ipi?rty,which~shallmtbe utowmably  tit&Id No iademnSed  party shall consent to enhy
ofanyjudgmentorcn~intoanysatlcmcntofanyouchactionthcdcfenseofwhich~bccnassumcdby’an
in-g party without the wnseot of such i&mn@ing  party, which consent shall not be unrwonably
withheld

5.5 Liition on  Imkmni6catioa. The obligatiau of MDA and the Board of Regents under this
Article  5 ate subject to any rabictioos or limitatioos regarding such obligations under the Constitution and laws
oftheStateofTexas.

ARTICLE 6

MLSCELLANEOLIS

6.1 Further.kwranca.  Frantimtotime,asaudwltenqueatedbyanypartyhereto,anyother
partyherctoshallQcautcanddclivcr,~~cawtobccxccutcdand~v~sudrdocumcntsandinserrmcnts
aodsllautako,orcxtobebc.¶lch6lrrherorothaacticMasolaybe reasonably oecasaty to effectuate
tk ttamahm  cuntcmplatal haeby, incl~g, without limitation, tk ixausfcr to MDA  of the entire legal and
bene!icial  owxrship  of the BTI  Shares.

6.2 public Annomteanmts. Except  as mutually agreod  oone of MDA, the Board of Regents, the
CompanyooranyoftheirrcspectiveAfhliatn~issucaqyprrss~orpublicannounccment regadiog
tk execution of this Agreaxnt  or the traasactioas  contemplated kreby,  unless in the reasonable judgment of
suchpersarsuclltdaseit?quiKdbyappiicabk seadies  lam,  puvickd the otha party shall have a nasonable
oppotmnitytorcviewandappmvesuchreIeasepriortoissuacc.

6.4 Notica  and Waivers. Any notice, itWu&m,  autlmihon, guest,  danand or waiver
hammder shall be in writing, and shall be delivered either by puxooal  dehety,  by telegram, telex, telecopy or
Eimilarfacsnnilcmcsm,byccrtifiedaregistercd~rceYnncdptrrquestc4abycouricrordclivayservice,
addrrssedtottr:~herrtoatmc~~kncathtbeirnspestivesi~onthecx&utionpagcs
OfthisAgnemenfaatoucbothaaddnsranda~~asaprrty~~eprcviouJtydcsignatnibywrinen
notice given to the other partics  in the  marmu kadabove  set  forth Notices shall be deaned  given when
receiv4 if seat  by facsimile oxarts  (tmdirmdoo  of such tuxipt  by um6rmed  facsimile Wansmission being
dead  teccipt of mmmutkatioos  sent by facsimile means); and when delivered and receipted for (or upon the
date of attempted delivery where delivery  is retitsed).  if htxi-detiveted,  sent by express courier or delivery
service,orsentbycatifitdorregkteredmaiI,retumrceeiptrrqustaL

- 182 -



6.5 Certpin  References.  Whcnevff  the wntext requires, the gender  of aI1  words used hereh shall
include the masculine, fenumne md neuter. References to Articles or  Sections shall be to Articles or Sections
of this Agreement unless othtise  spcciticd. The headings md captions  used in this Agreement  are solely  for
wnvmimt  reference and shall not a&et rhc meanin g or interpretation of any article, section or paragraph herein,
or this Agncment The terms ‘hereof,” “herein” or “hereunder” shall refer to this Agrmmmt as a whole  md oat
to any particular article, section or paragraph  Tk teams “including” or “incltie” are used herein in an illustrative
sense and not to limit a more gmerzd  statement When computing time periods described by a number of days
before or atIer a stated date or c~mt,  the stated date or date on  which the speciticd evmt occurs shall not be
counted and the last day of the period sbaU  be wunted.

6.6 Successon  and  Assigns. This A- shall bind, inure to the benefit  of and be enforceable
bythCp3CliCShCEtO3dth&rcspcniVCnwtcJsars and permitted assigns, and ifan individual, by his executory,
adminis~ators,  and beneficiaries of his estate by will or the laws  of descent and distribution. This Agreemmt
and tk rights and obligations hereunder shall not be assignable or delegable by any party; provided, that MDA
or the Board of Regmts  may assign their rights and obligations hereunder to an AKdiate.

6.7 Applicabk Law. This A- shall be governed by and wnsaed ia accordance with the
laws  of the State of Texas md of the United States applicable in Texas, excluding, however any rule of wntlict-
of-laws that would direct or refer the resolution  of any issue to the laws of any other jurisdiction. Each party
heto  k&y  dnmwkdges  and agrees that it has consulted legal counsel in connection with the negotiation of
this Agreement and that it has bargaining power  equal to that of the other parties hereto in connection with the
lvgotiation3ai tcceatb of this Agrcrment Aazxdingly, tk parties hereto agree that the rule that an agrezmmt
shall be construed against the draftsman shall have no application in tbe wnstmction or interpretation of this
A-

6.8 Anttndmtnt  and Entirety. This Agr=ment may be amer&d,  modified, or superseded only
bywittm-excutedbyallpartieshereto.  ThisAgreemmtsetsforththemtireagreementand
understanding of the parties with respect to the baasacticms  contemplated  hereby and supers&s  all prior
apemmts, arrangements, and mdeabdngs  relating to the subject matte  bexeof. Except as expressly
permitted by this Agreement, the wntenu  of s&eduks and exhibits hereto shall not be deemed  to negate or
modify  my qrcsentation,  warranty, wvenant or agreement wntaimd  in this Agreement Without limiting the

rescntatioq~m,preEcding~~rcp wilK3nty, wvenmt  a other 3gtument  wnt3ined in my
lnseumcntor~t&livcndpursuant~orm~intoinw~~ti~hemvithismadcin

addition to, and not in lieu of, any rep-tation, wairanty,  wvenmt  or otkr  agrzemmt wntained herein.

6 .9 RightsofParGm.  N~iathisABrmamfwhdhcr~orimplicd,isintcndcdtoconfcr
anyri~or~MdaabyRascmof~A~onaqypersoluothcrthanttrcparticshaaoandthcir
respective swcesson and a&as,  nor shall auy provision give any third  pexscms  any right of subrogation or
aaim ova against any party to this Agramaa Without limiting the gea&ity  of the foregoiag,  it is expressly
understoodthattbisA~doesaotcMtcaaythirdpratybcnc6ciaryrighls.

6.10 Tiic  of Essence. Tii is of the es- in the performance of tbis Agrranmt.

6.11 Cowtapmts. This A- may be cxrmrcd  in auy number of wunterparts,  each of which
shallbcdean#lmOriginalandallwhichtogcthcrshallamJtiMeomawltheS-~mt
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IN  W ITNESS WHEREOF, this Stodc Purchase Agrcemcnt  is exccutcd  and dctivcrcd  as of tbc date first
above wlitten.

BOARD OF REGENTS:

BOARD OF REGENT?j  OF THE UTVIVXRSITY
OF TJX4.S SYSTEM

By:
Name:
Title:

Address: 201 W. 7th Street
Austin, Texas  7870 1
Attn: Office of the Gcncral  Counsel

Telecopy: (5 12) 499-4523

MDA:

TFIE  UNIVERSITY OF TEXAS
M.D. ANDERSON CANCER CENTER

By:
Name:
Title:

Address: 1020 Holcombc  Boulevprd,  Suite 1405
Hw Texas  77030
At&t:  Wiiam  J. Doty

Tckccpyz  (713)

COMPANY:

BIOCYTETHERAPEIJTKS

By:
Name:
Titk

Addtus  5599 Saa Felipc, S&c 3 10
Housttm, Texas 77056
Am Jaald  S. Cobbs

T&copy: (713) 993-4696
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DIWFT:  10/4/96

THE SEC-S  REPRESENTED BY THESE WARRANTS AND THE COMMON
STOCK ISSUABLE THEREBY HAVE NOT BEEN REGISTERED UNDER TED?.
SECURITIES Aff  OF 1933, AS AMENDED (THE “SECURITIE S ACT’),  OR ANY OTHER
APPLICABLE SECURITIES LAW. TEE SEClJRlTIES  REPRESENTED BY THESE
WARRANTS MAY NOT BE TRANSFERRED, EXCEPT PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT UNDER, OR M A TRANSACTION EXEMPT FROM
REGISTRATION UNDER, THE SECURlTIE S ACT AND IN ACCORDANCE WITH ANY
OTHER APPLJCABL,E  SECIJIUTIES  LAWS.

WARRANTS

to Purchase Common Stock of

BIOCYTE THERAPEUTICS, INC.

Expiring on , 20-

This Common Stock Purchase Warrant (the “Warrant”) certities  that for value received, the
Board of Regents of the University of Texas System (the “Holder”), or its permitted assigns, is
entitled to subscribe for and purchase f?om  the Company (as hereinafter defined),  in whole or in part,

shares of duly authorized, validly issued, lily  paid and nonassessable shares of Common
Stock (as hereinafter detined)  at the Exercise Price (as hereinafter  defined) per share of S
subject, however, to the provisions and upon the terms and conditions hereinafter  set forth.
number of Warrants (as hereinafter defined),  the number of shares of Common Stock purchasable
hereunder, and the Exercise Price therefor  are subject to adjustment as hereinafter  set forth. These
Warranta  and all rights hereunder shall expire at S~:OO  p.m., Houston, Texas time, on -’ 20-
(five years after the date of grant) (the “Expiration Date”).

ARTICLE I

Definitions

As used herein, the following terms shall have the meanings set forth below:

1.1 “,4JXure  ” shall mean any person that directly, or indirectly through one or more
intermediaries, controls, or is controlled by, or is under common control with, or is an oflicer  or
director o$ such person. As used in the definition of mate,  the term “control” (including the texms
“controlling, ” “controlled by” or “under common control with”) means the possession, direct or
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indirect, of the power to direct, cause the direction of or intluence  the management and policies of
a Person whether through the ownership of voting securities, by contract, through the holding of a
position as a director or officer of such person, or otherwise.

1.2 “Company” shall  mean BioCyte  Therapeutics, Inc., a Delaware corporation and shall
also  include any successor thereto with respect to the obligations hereunder, by merger, consolidation
or otherwise.

1.3 “Common Stuck” shall mean and include the Company’s Common Stock, par value
$.OOl per share, now or hereafter  authorized and shall also include (i) in case of any reorganization,
recla.asiScation,  consolidation, merger, share exchange or sale, transfer or other disposition of assets,
the stock or other securities provided for herein, and (ii) any other shares of common stock of the
Company into which such shares of Common Stock may be converted.

1.4 “hrcjse  Price ” shall  mean the initial purchase price of $- per share of Common
Stock payable upon exercise. of the Warrants as adjusted from  time to time pursuant to the provisions
hereof.

1.5 ‘Mmket  Price” for any day, when used with reference to Common Stock, shall mean
the price of said Common Stock determined as follows: (i) the last reported sale price for the
Common Stock on such day on the principal  securities exchange on which the Common Stock is
listed or admitted to trading or if no such sale takes place on such date, the average of the closing bid
and asked prices thereof as officially reported, or, if not so listed or admitted to trading on any
secmitis  exchange, the last sale price for the Common Stock on the Nasdaq Stock Market on such
date, or, ifthere  shall have been no trading on such date or ifthe Common Stock shah not be listed
on such system the average of the closing bid and asked prices in the over-the-counter market as
furnished by any NASD member firm  selected from  time to time by the Company for such purpose.
If the price of a share of Common Stock shall not be so reported, the Market Price of a share of
Common Stock shag be determined in good faith by the Company’s Board of Directors, provided
that, if the Holder disagrees with the Board’s determination of the Market Price, the Company will
retain an investment advisor (the cost of which shag be borne equally by the Company and the
Holder) which is reasonably satisfactory to Holder to determine such Market Price, which Market
Price shall be binding on the Company and the Holder for purposes of these Warrants as of the
relevant date at issue.

1.6 “J’ermjtie~  Tran.@ree”  shall mean with re+ct  to the Holder any AfIiliate  of Holder;
provided, however, that such Permitted Transferees shall be subject to the provisions of these
Warrants and shall be considered holders for purposes of these Warrants and, providedfurther,  that
each such Permitted Transferees agrees that it shah not thereafter  transfer these Warrants to any
person who is not an AfEliate  of Holder.

1.7 “Sfockho&iers  ‘Agreement” shall  mean that certain Stockholders’ Agreement dated
, 1996, among the Company and its Stockholders, a copy of which is attached hereto

as Exhibit A.
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1.8 “Trrggertng hem”  means the earliest of the following events to occur (w) the
consummation of an initial public offering involving the sale of Common Stock by the Company to
the general public in a bona fide firm  commitment underwritten public offering pursuant to a
registration statement filed with, and declared effective by, the Securities Exchange Commission
under the Securities Act, pursuant to which the Company receives gross proceeds of at least
$10,000,000,  and with the Common Stock having an initial purchase price to the public of not less
than S5.00  per share; (x) any consolidation, merger or other reorganization involving the Company
and in which the surviving  corporation is neither the Company nor its Afiiliates  (as existed prior to
such consolidation. merger or reorganization); (r)  any transaction or series of related transaction
whereby the then existing stockholders of the Company propose to transfer in excess of 50% of the
Company’s  voting power (other than to Miliates of the Company as defined in Section 2.5); or (z)
de or transfer  of more than 50% by value of the assets of the Company (other than to Afliliates  of
the Company).

1.9 “~urrunmr” shag mean the right upon exercise to purchase one Warrant Share.

1.10 “~hrranrSho7es”  shall mean the shares ofCommon  Stock purchased or purchasable
by the holder hereof upon the exercise of the Warrants.

ARTICLE II

Exercise of Warrants and Conversion

2.1 Methadof Exercise. The Warrants re~resettted  hereby may be exercised by the holder
hereoc  in whole or in part, at any time and from time to time within the period commencing on the
occurrence of the tirst  Triggering Event on or a&r  the date hereoc  and expiring at 5:00 p.m.,
Houston, Texas  time, on the Expiion  Date (the “Exercise Petiod”). To exercise the Warrants, the
holder hereof shall deliver to the Company, at the Warrant 05ce  designated herein (i) a written
notice in  the fbrm  ofthe Subscription Notice attached as an exhibit hereto, stating therein the election
of such holder to exercise the Warrants in the manner provided in the Subscription Notice;
(ii) payment in lLll  of the Exercise  Price in cash or by bank check for ah Warrant Shares purchased
hereunder, (ii) these Warrants and (ii) an Adoption of Stockholders’  Agreement pursuant to Section
2.8. The Warrants sIrall  be deemed to be exercised on the date of receipt by the Company of the
Subscription Notice and the Adoption of Stockholders’ Agreement (ii  not currently a party thereto),
accompanied by payment for the Warrant Shares and surrender of these Warrants, as aforesaid, and
such date is referred to herein as the “Exercise Date”. Upon such exercise, the Company shall, as
soon as reasonably practicable and in any event within BIeett  business days thereafter, issue and
deliver  to such holder a certi6cate  or certificates for the fbll  number of the Warrant Shares purchased
by such holder hereunder, and shag, unless the Warrants have expired, deliver to the holder hereof
a new Wzrant repmseming  the number of Warrants, if any, that shag not have been exercised, in all
other respects identical to these Warrants, together with cash in lieu of any fraction of a share as
provided in Section 2.7. As permitted by applicable law, the person in whose name the certificates
for Common Stock are to be issued shah be deemed to have become a holder of record of such
Common Stock on the Exe&e  Date and shag be entitled to all of the benefits of such holder on the
Exercise Date, including without limitation the right to receive dividends and other distributions for
which the record date falls on or after the Exercise Date and to exercise votins  riahts.
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2.2 Conversion of Wurrunrs. The holder hereof shall  have the right to convert these
Warrants  (the “Conversion Right”), in whole but not in part, at any time during the Exercise Period.
into shares of Common Stock as provided for in this Section 2.2. Upon exercise ofthe Conversion
Right, the holder of these Warrants shall be entitled to (without payment of any Exercise Price) that
number of shares of Common Stock equal  to the quotient obtained by dividing (x) the value of these
Warrants at the time the Conversion Right is exercised (determined by subtracting the aggregate
Exercise Price for these Warrants in effect immediately prior to the exercise of the Conversion Right
Tom the amount obtained by multiplying the number of shares of Common Stock issuable upon the
exercise of these Warrants by the Market Price immediately prior to the exercise of the Conversion
Right) by (y) the Market Price of one share of Common Stock immediately prior to the exercise of
the Conversion Right. To exercise the Conversion Right, the holder hereof shah deliver to the
Company, at the Warrant OtIice  designated herein, (i) a written notice in the form of the Conversion
Notice attached as an exhibit hereto, stating therein the election of such holder to exercise the
Conversion Rights in the manner provided in the Conversion Notice, (ii) these Warrants and (ii) an
Adoption of Stockholders’ Agreement pursuant to Section 2.8. The Warrants shah be deemed
converted on the date of receipt by the Company of the Conversion Notice and the Adoption of
Stockholders’ Agreement (ii not currently a party thereto), and surrender of these Warrants, as
aforesaid, and such date is referred herein as the “Conversion Date.” Upon such conversion, the
Company shag, as soon as reasonably practicable and in any event within tifIeen  business days
thereafter, issue and deliver to such holder a certificate or certificates  for the full number of the
Warrant Shares issuable upon such conversion, together with cash in lieu of any fraction of a share
as provided in Section 2.7. As permitted by applicable law, the person in whose name the certificates
of Common Stock are to be issued shah be deemed to have become a holder of record of Common
Stock on the Conversion Date, including without limitation the right to receive dividends and other
distributions for which the record date falls on afIer  the Conversion Date and to exercise voting

2 . 3 Expenses  und Tares. The Company shag pay ail  expenses and taxes (inciuding,
without limitation, all  documentary, stamp, transfer or other transactional taxes) other than income
taxes attributable to the preparation, issuance or delivery of the Warrants and of the shares of
Common Stock issuable upon exercise or conversion of the Warrants.

2.4 Resen47iion  ojshrpes.  The Company shag reserve at ail  time-s  so long as the Warrants
remain outstanding, &e from pmemptive  rights, out of its authorized but unissued shares of Common
Stock, solely for the purpose of effecting the exercise or conversion of the Warrants, a sufficient
number of shares of Common Stock to provide for the exercise or conversion of the Warrants.

2.5 Vulid Issumce. All shares of Common Stock that may be issued upon exercise or
conversion of the Warrants will, upon issuance by the Company, be duly and validly issued, fully paid
and nonassessable  and thee  f?om  all taxes, liens and charges with respect to the issuance thereof and,
without limiting the generality of the foregoing, the Company shag take no action or fail to take any
action which will  cause a contrary result (including, without limitation, any action that would cause
the Exercise Price to be less than the par value,  if any, of the Common Stock).

2.6 Ackmwledgment  ofRights. At the  time of the exemise  or conversion of the Warrants
in accordance with the terms hereof and upon the written request of the holder hereof, the Company
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will  acknowledge in writing its continuing obligation to afford  to such holder any rights (includimg,
without limitation, any right to registration of the Warrant Shares) to which such holder shah continue
to be entitled after such exercise or conversion in accordance with the provisions of these Warrants;

prov;&d, however, that ifthe  holder hereof shah fail to make any such request, such failure shall not
affect the continuing obligation of the Company to afford to such Holder any such rights.

2.7 No Fractiod  Shores. The Company shall not be required to issue t?actionai  shares
of Common Stock on the exercise or conversion of these Warrants, If more than one Warrant shall
be presented for exercise or conversion at the same time by the same holder, the number of 511  shares
of Common Stock which shah be issuable upon such exercise or conversion shall be computed on the
basis of the aggregate number of whole shares of Common Stock purchasable on exercise or issuable
upon conversion, as the case may be, of the Warrants so presented. If any fraction of a share of
Common Stock would, except for the provisions of this Section, be issuable on the exercise or
conversion ofthese  Warrants, the Company shall pay an amount in cash calculated by it to be equal
to the Market Price of one share of Common Stock at the time of such exercise multiplied by such
tiaction  computed to the nearest whole cent.

2.8 Srockholders  ’ Agreement. As a condition of the holder’s exercise or conversion of
these Warrants, the holder shah execute and deliver to the Company an Adoption of Stockholders’
Agreement, whereby the holder shall become a party to the Stockholders’ Agreement; provideri
however, no such mquirement  shah apply ifthe  holder is then currently a party to such Stockholders’
Agreement.

ARTICLE Ill

Transfer

3.1 Worrmf  Oj?ce.  The Company shall maintain an office for certain purposes specified
herein (the ‘Warrant 05ce”),  which office shall initially be the Company’s offices at 5599 San Felipe,
Suite 3 10,  Houston Texas 77056, and may subsequently be such other o5ce of the Company or of
any transfer agent of the Common Stock in the continental United States as to which written notice
has previously been given to the Holder. The Company shall  maintain, at the Warrant 05ce.  a
register for the Warrants in which the Company shall record the name and address of the person in
whose name these Warrants have been issued, as well as the name and address of each permitted
assignee of the rights of the registered owner hereof.

3.2 ownership  of Wm. The Company may deem and treat the person in whose name
the Warrants are registered as the holder and owner hermf until provided with notice to the contrary.
The Warrants may be exercised or converted by a Permitted Transferee for the purchase of Warrant
Shares without having new Warrants issued.

3.3 Resfrictions  on Transfer  of Wmants.  These Warrants shall not be transferred, in
whole or in part, by the Holder, except to a Permitted Transferee. The Company agrees to maintain
at the Warrant 05ce  books for the registration and transfer of the Warrants. The Company, t?om
tune to time, shall register any permitted transfer of the Warrants in such books upon surrender of
these Warrants at the Warrant 05ce  properly endorsed or accompanied by appropriate instruments
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of transfer and written instructions for transfer. Upon any such permitted transfer and upon payment
by the Holder or its transferee of any applicable transfer taxes, new Warrants shall be issued to the
transferee and the transferor (as their respective interests may appear) and the surrendered Warrants
shall be canceled by the Company. Any transfer or attempted transfer of these Warrants, in whole
or in part to any person other than a Permitted Transferee shall be void and ineffectual and shall not
operate to transfer any interest or title in the purported transferee.

3.4 Compliance wirh  Securities Laws. Subject to the terms hereof and notwithstanding
any other provisions contained in these Warrants, the Holder understands and agrees that the
following restrictions and limitations shall be applicable to all Warrant Shares and to all resales or
other transfers thereof pursuant to the Securities Act of 1933, as amended (the “Securities Act”):

3.4.1 The holder here-of agrees that the Warrant Shares may not be sold or othetwise
transferred unless the Warrant Shares are registered under the Securities Act and applicable state
securities or blue sky laws or are exempt theretiom.

3.42 A legend in substan&lly  the following form will be placed on the certificate(s)
evidencing the Warrant Shares, together with such other legends as may be required by applicable
law or the Stockholders’ Agreement:

“THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE
NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT”), OR ANY OTHER APPLICABLE
SECURITIES LAW AND, ACCORDINGLY, THE SECURITIESREPRESENTED
BY THIS CERTIFICATE h4AY  NOT BE RESOLD, PLEDGED, OR OTHERWISE
TRANSFERRED, EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER, OR IN A TRANSACTION EXEMPT  FROM
REGISTRATION UNDER, THE SECURITIES ACT AND IN ACCORDANCE
WITH ANY OTHER APPLICABLE SECURITIES LAWS.”

3.4.3 Stop transfer instructions will be imposed with respect to the Warrant Shares
so as to restrict resale or other transfer thereof

ARTICLE IV

Adjustments

4.1 Stock  Spliis  and Reverse Splits. In the event that the Company shall at any time
subdivide its outstanding shares of Common Stock into a greater number  of shares, the Exercise Price
in effect immediately prior to such subdivision shall be proportionately reduced and the number of
Warrant Shares purchasable pmsuant  to the exercise or conversion these Warrants immediately prior
to such subdivision shall be proportionately increased, and conversely, in the event that the
outstanding shares of Common Stock shall at any time be combined  into a smaller number of shares,
the Exercise Price in e&t  immediately prior to such combination shall be proportionately increased
and the number of Warrant Shares purchasable upon the exercise or conversion of these Warrants
immediately prior to such combination shall be proportionately reduced.
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4.2 Reorganizations andAsset  Sales. If any capital reorganization or reclassification of
the capital stock of the Company, or any consolidation, merger or share exchange of the Company
with another person or the sale, transfer or other disposition of all or substantially all of its assets to
another person shah be effected in such a way that holders of Common Stock shall be entitled to
receive capital  stock, securities or assets with respect to or in exchange for their shares, then the
following provisions shall apply:

4.2.1 As a condition of such reorgan&&on,  reclassification, consolidation, merger,
share exchange, sale, transfer or other disposition, lawful and adequate provisions shall be made
whereby the holder hereof shall thereafter  have the right to purchase and receive upon the terms and
conditions specilied  in these Warrants and in lieu of the Warrant Shares immediately theretofore
receivable upon the exercise or conversion of the rights represented hereby, such shares of capital
stock, securities or assets as may be issued or payable with respect to or in exchange for a number
of outstanding shares of such Common Stock equal to the number of Warrant Shares immediately
theretofore so receivable had such reorganization, reclassification, consolidation, merger, share
exchange or sale not taken place, and in any such case appropriate provision reasonably satisfactory
to such holder shah be made with respect to the rights and interests of such holder to the end that the
provisions hereof (icluding,  without limitation, provisions for adjustments of the Exercise Price and
of the number of Warrant Shares receivable upon the exercise or conversion) shah thereafter  be
applicable, as nearly as possible, in relation to any shares of capital stock, securities or assets
thereafter deliverable upon the exercise or conversion of Warrants.

4.2.2 If as a result of a merger, share exchange or consolidation of the Company
with or into another person the number of shares of common stock or its equivalent of the successor
person issuable to holders of Common Stock is greater or lesser than the number of shares of
Common Stock outstanding immediately prior to such merger, share exchange or consolidation, then
the Exercise Price in efTect  immediately prior to such merger, share exchange or consolidation shag
be adjusted in the same manner as though there were a subdivision or combination of the outstanding
shares of Common Stock.

4.2.3 The Company shag not e&ct  any such consolidation  merger, share exchange,
sale, transfer or other disposition unless prior to or simultaneously with the consumma tion thereof
the successor person (iiother  than the Company) resulting from such consolidation, share exchange
or merger or the person purchasing or otherwise acquiring such assets shag have assumed by written
instrument executed and mailed or delivered to the holder hereof at the last address of such holder
appearing on the books of the Company the obligation to deliver to such holder such shares of capital
stock, secmities  or assets as, in  accordance with the foregoing provisions, such holder may be entitled
to receive, and all  other liabilities and obligations of the Company hereunder. Upon written request
by the holder hereof, such successor person will issue a new Warrant revised to reflect the
medications  in these Warrants effected pursuant to this Section.

4.2.4 If a purchase, tender or exchange offer  is made to and accepted by the holders
of 50% or more of the outstanding shares of Common Stock, the Company shall not effect any
consoMatior~  merger, share exchange or sale, transfer or other disposition of all or substantially all
of the Company’s  assets with the person having made such purchase, tender or exchange offer or with
any atfiliate  of such person, unless prior to the consummation of such consolidation, merger, share

- 191 -



exchange, sale,  transfer or  other disposition the holder hereof shah have been given a reasonable
opportunity, not to exceed 15 busmess  days, to then elect to receive upon the exercise or conversion
ofthe Warrants either the capital Stock,  securities or assets then issuable with respect to the Common
Stock or the capital stock, securities or assets, or the equivalent, issued to previous holders ofthe
Common Stock in accordance with such purchase, tender or exchange offer.

4.3 De Minimis  Adjusannts. No adjustment in the number of shares of Common Stock
purchasable hereunder shall  be required unless  such adjustment would require an increase or decrease
of at least one share of Common Stock purchasable upon an exercise or conversion of each Warrant
and no adjustment in the Exercise Price shall  be required unless such adjustment would require an
increase or decrease of at least  $0.0 1 in the Exercise Price; provided, however, that any adjustments
which are not required to be made shall  be carried forward and taken into account in any subsequent
adjustment. Ah calculations shall be made to the nearest full  share or nearest one hundredth of a
dollar, as applicable.

4.4 Notice of Adjusbnenf. whenever  the Exercise Price or the number of Warrant Shares
issuable upon the exercise of the Warrants shall  be adjusted as herein provided, or the rights of the
holder hereof shah change by reason of other events specified herein the Company shah compute the
adjusted Exercise Price and the adjusted number of Warrant Shares in accordance with the provisions
hereof and shall prepare an officer’s certificate setting forth the adjusted Exercise Price and the
adjusted number of Warrant Shares issuable upon the exercise of the Warrants or specifying the other
shares of stock, securities or assets receivable as a result of such change in rights, and showing in
reasonable  detail the facts  and calculations upon which such adjustments or other changes are based.
The Company shall  cause to be mailed to the holder hereof copies of such officer’s certificate together
with a notice stating that the Exercise Price and the number of Warrant  Shares purchasable upon
exercise of the Warrants have been adjusted and setting forth the adjusted Exercise Price and the
adjusted number of Warrant Shares purchasable upon the exercise of the Warrants.

4.5 Notifications to Holders. In case at any time the Company proposes after the
occurrence of a Triggering Event:

(0 to declare any dividend upon its Common Stock payable in capital stock or
make any special dividend or other distribution (other than cash dividends) to the holders of
its Common Stock,

(ii) to offer for subscription pro rata to ail  of the holders of its Common Stock any
additional shares of capital stock of any class or other rights;

(ii) to efFect  any capital reorganization, or reclassiication  of the capital stock of
the Company, or consolidation, merge-r or share exchange of the Company with another
person, or sale, transfer or other disposition of all  or substantially ail  of its assets; or

(iv) to effect a voluntary or involun~  dissolution, liquidation or winding  up of
the Company,
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then, in any one or more of such cases.  the Company shag give the holder hereof (a) at least 10 days
(but not more than 90 days) prior writ-ten notice of the date on which the books of the Company shah
close or a record shah be taken for such dividend, distribution or subscription rights or for
determining rights to vote in respect of any such issuance, reorganization, reclassification,
consolidation, merger, share exchange, sale, transfer, disposition, dissolution, liquidation or winding
up, and (IJ)  in the case of any such issuance, reorganization, reclassification, consolidation, merger,
share exchange, sale,  transfer, dk@tiof~,  diss~hrtion,  liquidation or windiig  up, at least 10 days (but
not more than 90 days) prior written notice of the date when the same shah take place. Such notice
in accordance with the foregoing clause (a) shah also specify,  in the case of any such dividend,
distribution or subscription rights, the date on which the holders of Common Stock shah be entitled
thereto, and such notice in accordance with the foregoing clause (b) shag also specify the date on
which the holders of Common Stock shah be entitled to exchange their Common Stock, as the case
may be, for securities or other property deliverable upon such reorganization, reclassification,
consolidation, merger, share exchange, sale, transfer, disposition, dissolution, liquidation or winding
up, as the case may be.

ARTICLE V

Registration Rights

5.1 Regimable  Stock.  As used  in this Article V, the term “Registrable Stock” shall mean
all  Warrant Shares issued pursuant  to the provisions of these Wanants,  but shah not include the actual
warlant.

5.2 Incidental Regist?ation

5.2.1 If the Company proposes, at any time during the period commencing six
months atIer  an initial public offering of Common Stock and expiring on the Expiration Date, to file
a registration statement on a general form of registration under the Securities Act, and relating to
shares of Common Stock issued or to be issued by it for  cash (other than a registration effected solely
to implement an employee benefit  plan or solely with respect to a +xmsa&on  to which Rule 145 under
the Securities Act is applicable), then it shall give at least 20 days written notice before the initial
filing with the Securities Exchange Commission of such registration statement to all holders of
Registrable Stock and any other holders of securities of the Company having any rights to include
securities in such registration. Upon the written request of the holder of any shares of Registrable
Stock given within 10 days after receipt of any such notice (stating the number of shares of
Registrable Stock to be disposed of and the intended method of disposition of such shares by such
holder or holders), the Company will  use its best efforts to promptly cause all such shares of
Registrable Stock intended to be disposed 05  the holders of which shag have so requested registration
thereoS  to he registered under the Securities Act so as to permit the sale or other disposition by such
holder or holders of the shares so registered, subject to the limitations set forth in Section 5.2.2.

5.2.2 If any of the Company’s managing underwriters advises the Company in
writing  that, in its opinion, the distribution of the Registrable Stock requested to be included in the
registration concurrently with the securities being registaed  by the Company, together with any other
securities of the Company held by holders with similar incidental registration rights which have so
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requested to be included in such registration (such securities and such Registrable Stock collectively
referred to as the “Requested Securities”), may jeopardize the successful completion of the offering
of the Company’s securities, then the holders of Requested Securities shall  reduce the amount of
Requested Securities each intended to distribute through such offering on a pro rata basis or until a11
such securities of the Company have been eliminated from such offering. Notwithstanding any
provision contained herein to the contrary, the Company shall  have the right to terminate or withdraw
any registration initiated by it under this Article V prior to the effectiveness of such registration
whether or not any holder of Registrable Stock has elected to include any such Registrable Stock in
such registration.

5.3 Registration Procedures.

5.3.1 If and when the Company is required by the provisions of this Article V to use
its best efforts to effect promptly the registration of shares of Registrable Stock under the Securities
Act, the Company will,  as expeditiously as possible:

(9 prepare and tile  with the Securities and Exchange Commission (the
“Commission”) a registration statement with respect to such shares and use its best efforts to cause
such registration statement to become and remain effective as provided herein for a period of not less
than six months, except that the Company shall not be required to conduct any special audit and if
such an audit would be required,  the Company may delay such registration statement until such time
aa such special audit is no longer required;

(ii) prepare and file with the Commission such amendments and supplements to
such registmtion  statement and prospectus used in connection therewith as may be necessary to keep
such +stration  statement e&ctive and current and to comply with the provisions of the Securities
Act with respect to the sale or other disposition of all  shares covered by such registration statement,
including such amendments and supplements as may be necessary to reflect the intended method of
disposition gem  time to time of the prospective seller  or sellers of such shares for a period of not less
than six months;

(ii) tiu-nish  to each prospective seller such number of copies of a prospectus,
including a prelimimuy  prospectus, in conformity with the rquirements  of the Securities Act, and
such other documents as such seller may reasonably request in order to facilitate the public sale or
other disposition of the shares owned by such seller; and

(3 use its best efforts  to register or sualify  the shares covered by such registration
statement under such other secmities  or blue sky or other applicable laws of such jurisdictions within
the United States, as each prospective seller  shall reasonably request (provided, however, that the
Company shall not be obligated to qualify as a foreign corporation to do business under the laws of
any jurisdiction in which it is not then qualifted  or to fde any general consent to service of process),
and do such other reasonable act and things as may be required to enable such prospective seUer  to
consummate the public sale or other disposition in such jurisdictions of the shares owned by such
seller.
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(VI notify each seller  ofReg&abie Stock covered by such registration statement
at any time when a prospectus relating thereto is required to be delivered under the Securities Act of
the happening of any event as a result of which the prospectus included in such registration statement,
as then in effect, includes an untrue statement of a material fact or omits to state a material  fact
required to be stated therein or necessary to make the statements therein, in the light of the
circumstances then existing, not misleading, and at the request of any such seller, prepare and furnish
to such seller a reasonable number of copies of a supplement to or an amendment of such prospectus
as may be necessary so that, as thereafter delivered to the purchasers of such shares, such prospectus
shall not include an untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein, in the light of the circumstances then
existing, not misleadmg;

(4 cause all such Reg&-able Stock registered pursuant hereunder to be listed on
each securities exchange on which similar securities issued by the Company are then listed;

(vii) provide a transfer agent and registrar for all Registrable Stock registered
pursuant to such registration statement and a CUSP number for all such Registrable Stock, in each
case not later than the effective date of such registration; and

(viii) comply with all applicable rules and regulations of the Commission, and make
available to its security holders, as soon as reasonably practicable, an earnings statement covering the
period of at leaat melve months, but not more than eighteen months, beginning  with the tirst month
after the effective date of the registration statement, which earnings statement shah satisfy the
provisions of Section 1 l(a) of the Securities Act.

5.3.2 Each prospective se&r of Registrable Stock and each underwriter designated
by such seller (other than each underwriter selected by the Company in connection with the sale by
the Company of shares of Common Stock) shall be required to furnish to the Company such
information aa the Company may reasonably require from such seller or under.vriter  for inclusion in
the registration statement (and the prospectus included therein).

5.3.3 The holders of shares included in the registration statement will not (until
tinther  notice) effect  salea  thereof a&r receipt of telegraphic or written notice from the Company to
suspend sales in  order to permit the Company to correct or update a registration statement or
prospectus; but the obligations of the Company with respect to maintaining any registration statement
current and effective  shag be extended by a period of days equal to the period such suspension is in
effect.

5.4 *nrea  AU expemes incurred in effecting any registration pursuant to this Article
V including, without lhnhation,  ail  regkmation and tiling fees (including,  all expenses incident to filing
with the NASD), printing expenses, expenses of compliance with Blue Sky laws and fees and
disbursements of counsel for the Company shall be borne by the Company. Notwithstanding the
foregoing, the Company shag not be liable for (i) any fees, discounts or commissions to any
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underwriter in respect of the securities sold by such holder of Registrable Stock or (ii) any fees or
expenses of counsel to the holders of Registrable Stock.

5.5.1 The Company agrees to indemnify each holder requesting or joining in a
registration pursuant to this Article V, each of its officers, regents. directors, partners, and each
person or entity who controls such holder within  the meaning of Section I 5 of the Securities Act, and
each underwriter and selling broker of the securities so registered, and their respective successors,
against ali  claims, losses,  damages,  liabiities,  fines  and penalties (or actions in respect thereof) arising
out of or based on any untrue  statement (or alleged untrue statement) of a material fact contained in
any prospectus, offering circular or other document incident to any registration, qualification or
compliance (or in any related registration statement, notification or the like) or any omission (or
alleged omission) to state therein a material fact required to be stated therein or necessary to make
the statements therein not misleading, or any violation by the Company of any rule or regulation
promulgated under the Securities Act applicable to the Company and relating to action or inaction
required of the Company in connection with any such registration, qualification or compliance, and
agrees to reimburse each such holder, each of its offtcers,  regents, directors, partners, and each
person or entity who controls such holder within the meaning of Section IS of the Securities Act, and
each such underwriter, and their respective successors, for any legal and any other expenses
reasonably incurred in connection with investigating or defending any such claim, loss, damage,
liabiity  or action, provided however, that the Company will not be liable in any such case if (and to
the extent that) such statement or omission was made in reliance upon information (including, without
limitation written responses to inquiries) fUrnished  to the Company by an instrument duly executed
by such holder or underwriter and stated to be specifically for use in such prospectus, offering circular
or other document (or related registration statement, notification or the like) or any amendment or
supplement thereto.

55.2 To the extent authorized by the Constitution and the laws of the State of
Texas, each holder requesting or joining in a registration pursuant to this Article V and each
underwriter of the securities so registered will indemnify the Company each of its officers, regents,
directors, partners, and each person, if any, who controls any thereof within the meaning of Section
15 ofthe  Securities Act and their mapective  successors against ail claims, losses, damages, liabilities,
tines and penalties (or actions in respect thereof) arising out of or based on any untrue statement (or
alleged untrue statement) of a material fact contained in any prospectus, offering circular or other
document incident to any registration, qualification or compliance (or in any related registration
statement, notification or the like) or any omission (or alleged omission) to state therein a material
fact required to be stated therein or necessary to make the statements therein not misleading, and will
reimburse the Company, as applicable, and each other person indemnified pursuant to this paragraph
5.5.2 for any legal and any other expenses reasonably incurred in connection with investigating or
defending any such claim, IOU. damage, liability or action; provided however, that this paragraph
5.5.2 shall apply only (and only to the extent that) such statement or omission was made in reliance
upon information (including, without limitation, written responses to inquiries) furnished to the
Company by an instrument duly executed by such holder or underwriter and stated to be specifically
for use in such prospectus, offering circular or other document (or related registration statement,
notification or the like) or any amendment or supplement thereto.
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5.5.3 Each party entitled to indemnification under this Section 5.5 shall  give notice
to the party required to provide indemnification promptly after such indemnified party has actual
knowledge of any claim  as to which indemnity may be sought and shall permit the indemnifying party
to assume the defense of any such claim  or any litigation resulting ther&om;  provided, that the failure
of any indemnified party to give notice as provided herein shag not relieve the indemnifying party of
its obligations under this Section 5.5. The indemnitied  party may participate in such defense at such
party’s expense; provided, however,  that the indemnifying party shah pay such expense if
representation of such indemnitied  party by the counsel  retained by the indemniQing  party would be
inappropriate due to actual or potential differing  interests between the indemnified party and any
other party represented by such counsel in such proceeding. No indemnifying party, in the defense
of any such claim or litigation shah, except with the consent of each indemnified party, consent to
entry of any judgment or enter into any settlement which does not include as an unconditional term
thereof the giving by the cIaimant  or plaintiffto  such indemnified patty of a release Tom  all liability
in respect of such claim or litigation and no indemnified party shall consent to entry of any judgment
or settle  such claim or litigation without the prior written consent of the indemnifying party (which
consent shag not be unreasonably withheld).

5.5.4 The obligations of the Company and the selling holders of the Registrable
Stock under this Section 5.5 shah survive the completion of any offering of Registrable Stock in a
registration statement under this Article V and otherwise.

5.5.5 The obligations ofthe holder hereof under this Section 5.5 shall be subject to
any restrictions and hmitations  relating to such obligations under the Constitution and the laws of the
State of Texas.

5.6 Asngmbility. The registration rights granted to Holder pursuant to these Warrants
are not transfarabie  to any subsequent holder of Registrable Stock unless the transferee or assignee
ia  an AtBate of the Holder,provi&d  that any such transferee or assignee shall execute a counterpart
o$  or shah otherwise become bound in writing by the requirements of this Article V and Article VI
hereof and shag become a party to the Stockholders’ Agreement in a manner satisfactory to the
Company.

5.1 Rule  144 Reports. Whh  a view to making available the benefits of certain rules and
mgulations  of the Commission that may permit the sale of the Registrable Stock to the public without
registration, the Company agrees to use its best efTorts  to:

5.7.1 make and keep public information regarding the Company available as those
terms are understood and defined in Rule 144 under the Securities Aa, at all  times t?om and after 90
days following the effective date of the first registration statement under the Securities Act filed by
the Company for an offering of its securities to the general public;

5.7.2 file with the Commission in a timely manner ali  reports and other documents
required of the Company under the Securities Act and the Securities Exchange Act of 1934, aa
amended (the “Exchange Act”), at any tune after it has become subject to such reporting
requirements; and
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5.7.3 so long as a holder hereof owns any restricted Registrable Stock, furnish to
such holder forthwith upon written request a written statement by the Company as to its compliance
with the reporting requirements of Rule 144 (at any time from and after  90 days following the
effective date ofthe tirst  registration statement tiled by the Company for an offering of its securities
to the general public), and of the Securities Act and the Exchange Act (at any time after  it has become
subject to such reporting requirements), a copy of the most recent annual or quarterly report of the
Company and such other reports and documents so filed as a holder hereof may reasonably request
in availing itself of any rule or regulation of the Commission allowing such holder to sell any such
securities without registration.

ARTICLE VI

Other Agreements

6.1 Mmkt  Stcmd-OJAgreemenr. Ifrequested by any managing underwriter of securities
of the Company, each holder of Registrable Stock shall not sell or otherwise transfer or dispose of
any securities of the Company held by such holder during the one hundred eighty (180) day period
fogowing  the e&c&  date of a registration  Statement (other than securities subject to or covered by
such registration); provided, that such agreement shall only apply to the fhst  two registration
statements covering the offered securities to be sold on the Company’s behalf to the public in an
underwritten offering.

ARTICLE VII

Representations and Warranties

The Company represents and warrants to Holder as follows:

7.1 Existence. The Company has been duly incorporated and is validly existing as a
corporation in good standing under the laws of its jurisdiction of incorporation, with power and
authority (corporate and other) to own its properties and conduct its business, and the Company is
dtdy  qualified to do business as a foreign corporation in good standing in all  other jurisdictions, if any,
in which it owns or leases properties or in which the conduct of its business requires such
quah6cation.

7.2 Corporclle  rmd  Orher  Action. The Company has alI requisite power and authority
(corporate and other), and has taken alI  necessary corpotate  action, to authorize, execute, deliver and
paform this Agmmem, to execute, issue, sell and deliver the Warrants, to authorize and reserve for
issuance, upon payment f?om  time to time of the Exercise Price, to issue, sell and deliver, the shares
of the Common Stock issuable upon exercise of the Warrants, and to perform ail  of its obligations
under this Agreement. This Agreement has been duly executed and delivered by the Company and
is a legal, valid and binding agreement of the Company enforceable in accordance with its terms,
except as such enforceability is limited by bankruptcy, insolvency, reorganizatio&  moratorium  or
other laws relating to or affecting generally the enforcement of creditors’ rights and by general
principles of equity. No authorixation,  approval, consent or other order of any governmental or
regulatory authority is required for such authorization, issue or sale.
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7 . 3 MJ Violurion.  The execution and delivery of these Warrants, the consummation of
the transactions herein contemplated and the compliance with the terms and provisions of these
Wanants  will not conflict  with, or result  in a breach of, or constitute a default or an event permitting
acceleration under, any statute, the Certificate  of Incorporation or Bylaws of the Company or any
indenture, mortgage, deed of trust, note, bank loan, credit agreement, franchise, license, lease, permit,
or any other agreement, understanding, instrument, judgment, decree, order, statute, rule or
regulation to which the Company is a party or by which it is bound.

7.4 Vdh?y.  These Warrants, when delivered to you, will be duly authorized, executed
and delivered and will be a legal, valid and binding obligation of the Company enforceable in
accordance with its terms. The shares of Common Stock of the Company issued upon exercise of
the Warrants will be duly authorized and validly  issued and outstanding, My  paid and nonassessable
and free  of preemptive rights.

7 . 5 Invesimenr  Come  Acr. Neither the Company nor any of its subsidiaries is an
“investment company’ registered or required to be registered under the Investment Company Act of
1940  as amended. The Company is not controlled by such a company.

7.6 Securities Laws. The offer,  issuance and sale of the Warrants and the Warrant Shares
are and will  be (a) exempt &om  the m&ration and prospectus delivery requirements of the Securities
Act, @) have been registered or quahtied  (or are exempt from registration and qualification) under
the registration, permit or quali6cation  requirements of all  applicable state securities laws, and (c)
accomplished in conformity with alI  other federal and applicable state securities laws.

ARTICLE VIII

Covenants of the Company

8.1 Perfwmrmc e of Kzrrun~  Terms. Except as contemplated or as otherwise permitted
by these Warrants, the Company will  no&  by amendment of its certificate  of incorporation or through
any reorganization, sale or transfer of assets, consolidation, merger, dissolution, issue or sale of
secmities  or any other voluntary action avoid or seek to avoid the observance or performance of any
of the terms of these Warrants.

8.2 Listing on Securities hdxmges. If the Company at any time shag list  any Common
Stock on any national securities exchange, the Company will use its best efforts to, at its expense,
simultaneously list on such exchange, upon official notice of issuance upon the exercise of the
Warrants, and maintain such listing of, all  shares of the Common Stock from time to time issuable
upon the exercise of the Warrants.

8 . 3 TMe  to Stock. AU shares of Common Stock delivered upon the exercise of the
Warrants shah be validly issued, tidly  paid and nonassessable;  each holder of a Warrant shah receive
good and marketable title to the Common Stock, free and clear of all  voting and other trust
arrangements, km, encumbrances, equities and claims whatsoever; and the Company shag have paid
all  taxes, if any, in respect of the issuance thereof
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ARTICLE IX

Miscellaneous

9 . 1 Entire  Agreement. These Warrants, the Stock Purchase Agreement dated
among the Ii der, The University of Texas M.D. Anderson Cancer Center and the Corn=
the Stockhc :rs’  Agreement, contain the entire agreement between the holder hereof and the
Company w:~ respect to the Warrant Shares purchasable upon exercise hereof and the related
transactions and supersedes all prior arrangements or understandings with respect thereto.

9.2 Governing Low. These warrants shah be governed by and construed in accordance
with the laws of the State of Texas, without reference to the conflicts of law principles thereof

9 . 3 Waiwr  cmdAmendneni. Any term or provision of these Warrants may be waived at
any time by the party which is entitled to the benefits thereof and any term or provision of these
Warrants may be amended or supplemented at any time by agreement of the holder hereof and the
Company, except that any waiver of any term or condition, or any amendment or supplementation,
ofthese  Warrants shall be in writing. A waiver of any breach or failure  to enforce any of the terms
or conditions of these Warrants shall not in any way effect, limit or waive a party’s rights hereunder
at any time to enforce strict compliance thereafter  with every term or condition of these Warrants.

9.4 Illegaliry. In the event that any one or more of the provisions contained in these
Warrants shall be determined to be invalid, illegal or unenforceable in any respect for any reason, the
validity, legality and enforceability of any such provision in any other respect and the remaining
provisions of these Warrants shag not, at the election of the party for whom the benefit of the
provision exists, be in any way impaired.

9.5 Copy of Wurrcmt. A copy of these Warrants shah be 6led  among the records of the
Company.

9.6 Notice. Any notice or other document required or permitted to be given or delivered
to the holder hereof shall be in writing and delivered at, or sent by certitied  or registered mail or by
facsimile to such holder at, the last  address (or facsimile number) shown on the books of the
Company maintained at the Warrant 05ce  for the registration of these Warrants or at any more
recent address of which the holder hereof shall have notified  the Company in writing. Any notice or
other document required or permitted to be given or delivered to the Company, other than such
notice or documents required to be delivered to the Warrant 05ce,  shag be delivered at, or sent by
certitied  or registered mail or by fhcsimile  to, the offices  of the Company at 5599 San Felipe, Suite
310, Houston, Texas 77056 (facsimile number (713) 993-4696) or such other address within the
continental United States of America as shall have been furnished by the Company to the holder of
these Warrants.

9.7 LimifanOn  oj,QuIriliv;  Nor  SIockholders. No provision of these Warrants shall be
construed as conferring upon the holder hereof the right to, vote, consent, receive dividends or receive
notices (other than as herein expressly provided) in respect of meetings  of stockholders for the
election of directors of the Company or any other matter whatsoever as a stockholder of the
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Company. No provision hereof in the absence of a6mative  action by the holder hereof to purchase
shares of Common Stock, and no mere enumeration herein of the rights or privileges of the holder
hereof shall give rise to any liabiity of such holder for the purchase price of any shares of Common
Stock or as a stockholder of the Company, whether such liability is asserted by the Company or by
creditors of the Company.

9.8 Exchunge,  Loss, Destruction, eic. of Wmmnr.  Upon receipt of evidence reasonably
saris&tory  to the Company of the loss, theft, mutilation or destruction of these Warrants, and in the
case of any such loss, theft  or destruction upon delivery of an appropriate al5davit  in such formas
shall be reasonably satisfactory to the Company and include reasonable indemnification of the
Company (to the extent authorized by the Constitution and the laws of the State of Texas), or in the
event of such mutilation  upon surrender and cancellation of these Warrants, the Company will make
and deliver new Warrants of like tenor, in lieu of such lost, stolen, destroyed or mutilated Warrants.
Any Warrants issued under the provisions of this Section in lieu of any Warrants alleged to be lost,
destroyed or stolen, or in lieu of any mutilated Warrants, shall constitute an original contractual
obligation on the part of the Company. These Warrants shall be promptly canceled by the Company
upon the surrender hereof in connection with any exchange or replacement. The Company shall pay
all taxes (other than securities transfer taxes or income taxes) and all other expenses and charges
payable in connection with the preparation, execution and delivery of Warrants pursuant to this
Section.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the Company and the Holder have caused these Warrants to be
signed in their respective names.

Dated: ,

BIOCYTE THERAPEUTICS, INC.

By:
Name:
Title:

BOARD OF REGENTS OF THE UNIVEBSl’l-Y OF
TEXAS SYSTEM

By:
Name:
Title:
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SUBSCBIPTION  NOTICE

The undersigned, the holder of the foregoing Warrants, hereby elects to exercise purchase
rights represented thereby for, and to purchase thereunder, shares of the Common Stock
covered by such Warrants, and herewith makes payment in l3l for such shares, and requests (a) that
certificates for such shares (and any other securities  or other property issuable upon such exercise) be
issued in the name of, and delivered to, and 0~1,  if
such shares shall not include all of the shares issuable as provided in such Warrants, that new
Warrants of like tenor and date for the balance of the shares issuable thereunder be delivered to the
undersigned.

Date:
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CONVERSION NOTICE

The undersigned, the holder of the foregoing Warrants, hereby elects to exercise the
Conversion Right represented thaeby for, and to purchase thereunder, shares of Common
Stock covered by such Wamnts,  and herewith tenders in full  payment for such shares these Warrants,
all in accordance with the terms thereof. The undersigned requests that a certiGcate  for such shares
(and any other securities or other property issuable upon such conversion) be issued in the name of,
and delivered to,

Date:
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ASSIGNMENT

For value received, , hereby sells, assigns and transfers unto
these Warrants, together with  all  rights, title and interest therein, and does irrevocably

constitute and appoint attorney, to transfer such Warrants on the
books of the Company, with fi.dl power of substitution.
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DBAFI’: 10/4/%

STOCKHOLDEBS’  AGREEMENT

by and  among

BioCytc  Tbcr~peutiu,  Inc and its Sto&hol&rs
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STOCKHOLDERS’ AGREEMEW

THIS STOCKHOLDERS’ AGREEMENT (this “Agnmmt”)  is entered into on this -hY of
J 19%.  by and amMIg BioCytc  Tbaapcutics. Inc., a Delaware cmporation  (the “Company’), the
&c&x$&s  (its imeidla deuned)  of the company listed on  the aaxllcd  Sckedule  4 and the spouses of the
individual Stockholders of the Company  listed on the execution pages of this Agreemeot

WITNESSETH:

WHEREAS,eachofthcpartiestothisAgrcancntbeti~a~itisintbcbestiataestcofaUparties
hereto b&in mgether  to restrict the transferability of shares of the Company’s capital stock in order to attempt
to SWUR  ca~tinuity  and stability of policy  and maaagement  of the Compaay.

NOW, THEREFORE, fa and in cc&daation  of the premises, and the mutual and dependent promises
contained in this Agreemen& the parties hereto, intending to bc  legally bound by this Agreement hereby agree
as follows:

ARTICLE 1

DEFINITIONS

‘Affiiatu”  shd mean any person a entity that dim&‘, a indire& thmu&  one or more
hia.amtmls,orisconlmUcdby,orismducommcm wntrol  witI&  a is acting as agent on behalf of,

Q is m anpbp oc the pason a entity in question including, in the case of individual Stockholders, members
ofkisorberImmediateFam@

“Board” sbaU  mean  the ma&m of the Board of Directors of tbc Compaq’.

-c&l-  SMI include cash a other immediately avaihble funds constituting a payable in legal tender
oftbeuaitedstatcsofAmerica.

‘Commirrioo”  shall nra tk United State5 Swurities  and Exchange Commissioq  or any other federal
agency administaing  the Securities Act at any given time.

“Common Stock” shall mean  shares of the Company’s commoa stock  par value s.001  per share.

‘Co&ieatial  Information” shall mean  and include, but is mt limited to, the foUotig forms of
~rdathgtotheCanpanyatoi~busioess,and&berinf c4Imim  of a similar Ilature  (whether  or not
m.futxd to a tangible manifestation a designated as wntidahal):  infamation  designated as “Coafidcntial
~“adwhichrclat*ltotbcCanpanypursuaotto~~lI.lofthcPatcnt~TechwlogyLi-
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Agreanau. ia d ad in effat f?Om  tie to time, among tbc Board of Regents of the University ofTw=
System, The University of Texas  M.D. Anderson  Cancer Centa awi  UX Company; trade soxcts:  propriew
id- discmuia;  ideas: ccwepts;  designs: dmwings; spccificaticms; techniques, methods aod  praedures:
cunputu  tlow charts, data baus, programs, sot?wire  and applications; nuadels; data: documentation; diagrams:
research; dcvelcpmat: processes; procedures; “know-how;” business dcvclopmcnt,  markctig  and advcrtisiog
plm and tcdmiques; ma&rids;  plans; customer, aget& distibuw, supplier or vendor names and lists; fila arid
otlu infamatioa  rektai to past bsting aud prcspstive  customas, vmdofs,  stpplim  or agents; cootracts; and
cost data, pricing poticia, and Enaocial  and accounting informati~ “Contidcntial  Information” shall also
inchak~infamadw dcsaibed  in the praxding  sentence which the Company obtains from another party and
which  the Company treats or has aged  to treat as contidwtial.  “Cmfidmtial  lnformati~”  shall not incl~dc
infamatim~wssorkcaaesgcaaallyavailabletothcpublicothatbaaasaresultofitsdirrctorlndircct
USC  or disclosure  by Stockholm.

” *Irnaddc Family” shall mean parm~s,  siblings, spouses during marriage  and not incident to divorce,
lined dcwadms (iluding  those by adoption) aod spouses of lk4 dcscmdmts.

‘%itial  Public Offering” shall mum the consummation of tbc sale of Common Stcck by the Company
to the general public in a bona tide tirm commitment uodetwittm  public offering pursuant to a regisnation
&taxat  &d wi& ad &claral  or ordered effative by, the Commission  under the Securities Act, pursuant to
which the Company  receives gross proceeds of at least S10,000,000,  and with the Common Stcck having an
initial purchase  price to the public of not less tbao SS.00  per  share.

yOffering  Stockbokkr” shall mean a Stockholder  who intends to Traosfer  all or any portioo  of his
Shares to any person otbcr than a Permitted Transferee.

‘Permitted Trmaferee”  shall - any of tbc persons listed in Section 3.7

‘Required~shsllmeatltJlcs-wbo,atanygivattime,ownofrecordandbcnefkiaUy
more  than 50?4 of the combined voting power of tbc that  issued and outstaading Shares. For purposes of
rktami&g  a Rquid Intcrcs~ Shares rep-ting out.%dittg  sauritjes  of the Company wmwtible  (for oo
additimal coasidcmtion)  into sitarcs of Common Stock sitail be  deeowl  to have been wnvutcd  into Common
Stock as of such time and possess tbe voting power  attributable to such Common Stock.

‘seauibia Act- shall ~811  tk Sauritics  Act of 1933, w amcmkd,  or soy similar federal statute, and
the r&s and regulations of tbc Commission thcmmder, all as tbc ram sItall be in effect at any given time.

Wsares”  shall man, at my given time, the issued sod cutstanding shares of the Common Stock
(excluding  ucasuy  shares), and any saw@ which is ccwutibk  (for no additional cansideratioa)  into shares
of Cunmm  S&  All refaa~~  to sharrs owned by an  individual Stockholda  iacludc the community interest,
ifaay;oftbcspowcoftbatstockbolder.

Y~shalllllesnirrypcMa~isab&an*,apartytothirAgrcancntpunuaattothetcrms
~ardatmygivgivmtimcownsSharcs.  A”Slodddder” shall also id& the exautoT  or legal representative
of a daxawd  Stockholder’s estate, the Trustee of a trust awed  unda a daxascd  Stockhokkfs  Last Will and
Testamen& or a legatcc, beneficiary, heir or suaxsxw io interest of a Stockholder.

‘Spouse” shall mean tbc spouse by marriage of an i+ividual  Stockholder
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Tmnskr” shall man  My  dim3 0T  irdkct  sale, assigmnmt,  g& &vise. plcdgc, hypothozation or other
uuimbr;losc,  cr anyotber  QWSitjOn  Of Sham (Or  my intaest  in or voting power of Shares) either voluntarily
(X by OpaJtion  of law.

‘Trader  Notice” sh.4 mean a whtm notice of the tmms and conditions relating to a proposed
Transfer of Shares, which shall dcsaibc the number aad class of Sitarcs  which the Stockholder proposes to
Transfer, the proposed hansfke’s  natty and ddt~~s,  and all of the terms and conditions of the proposed
Trdnsfcr.

ARTICLE2

TRANSFER RESTRICTIONS GENERALLY

2.1 Stockholders’ Agrmnent.  Each Stockltoidcr  and Spouse (if any) wwnanrs and a- that
he shall not Tmnsfcr or pumit  to be Transfumd  all or any portion  of tk Shams  now owned or subsequently
acquired  by him except in acuxdancc  with and subjczt  to the turns  and conditions of this Agreement. A
camqart  of this Agreement, as it may be amended from time to time, shall bc  maintained by the Company at
its principal plafc of business.

2.2 New Stockholders. llx partics  agree that no Shara  shall bc issued or Transfetxd to any
pssarMkss~pcrvmaadhis~(ifany)bcmmcpsniestothisA~t  Suchpcrsonandhisspousc
shall become parties to this Agreement by the cxazutiw  of an adoptioo agreement (“Adoption Agreement”)
substaotiaUy  in the form attacki  hena as Exhibit 2.2. Each Stockholder  and Spouse kcby authorizes tbc
Company  to execute  on its bcbalfand as agent of each Stockhokkr  and Spouse such Adoption Agreemcn~

23 !3ccdia  Lam Compliance Prior to any Traosfcr  of Sham, the Company may require that
the traasfuring  Stockholder  provide to the Company a legal opinion (in form and substance satisfactory to the
cculpany) luhul by colmscl with substantial cxpcrialce in scculitia  regulation matters to the effect that the
proposed Traasfcs  will not violate fcdual or applicable state securities laws.

ARTICLE 3

VOLUNTARY TRAFSPER  RESTRICTIONS

3.1 Notice  Rcquircmcat Ricr to any voluotary  Tmnsfcr of any Shares, the Offering Stockholder
&all &st simdtwcously send a Transfer Notice  to the Company and cd c&u Stcckholda  of his intention to
TraosfaallorrportiollofhisShrrestoah;rasfaawhohassboorCldcintcntaodtbeabilitytoac~tbc
subjaislmsin rcordanccwithtbetcrmPofouchT~fcrNoticc.~pcriodbcginniogolltbcdatcwhichis
frvccalmdar~~tbcdatcofaT~faNoticcwhishirscnt~acadanw  with the preceding Sentence
thrcuglt ad it&ding  tk fa-ty-tit% (45th) day afkr arh date shad be the “t&tion Paiod.” The Transfer  Notice
sinnrltanmralyoballcmrriadc(I)woffutosclltbcnumba~claJIofSharrsxtforthiatbeTansferNoticc
(the “OE..  Shard’) in whdc  u in part to the Company, and (2) an off=  to sell to tbc other Stockholders that
numbaofOff~ShanswhichthcCompanydoesnotctcatopurcbaJc,in -titbtbctcrmsand
conditions of this Article 3. The Offering Stockholder  promptly shall notify the Company and the other
Stockholdas in writing of arty  changes io the turns  of the Transfer  Notice. which subscqucnt notice shall
aMitutcrncwoffufapmpc4aoftllkArtick3.  AuoffmtothccompMyandtheothcrstockholdcnunder
thisScction3.1 shallkirrwocableduringthcOptionPcriod.
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3.2 COIO~MY’S  Righe. mg tk tkt  litka  ( 15) days of tk Option Period, the Company shall
have tk cxflu+c  right and option, but not the obligatioo,  to elect to purchase all or soy portion  of the Offered
Shares at the offering price specified  in the Transfer Notice and oo  the terms and woditioo described in the
Traosfu Noiia;pmvi&d however, that if ao~  coos&ration  to k paid under the Transfer Notice is ofha  dma
4 the Company  may substitute  thcnfor  Ciuh equal to tk fair market value of such non-cash consideration.
lf  tk Company  daira to excnisc its  option  tn purchase all or any patio0  of tk Offered Shares, then no later

than 11:59  P.M. ca~tml  standard lir~~  in tbc 6fkenth  (15) day  of tk Option Period, it shall deliver written  notice
to tk OS&g  Stocld101du  which indiwta  its ix-cqtaoa of the offez to purchase Offered Shares wd the a~mbcr
of Offered Shares which it has cketed  to purchase.

33 Stockholders’ Rights.

(a) Ifandto(hccxtcntthatthcCompaoyelcdtopurthaseIessthan  1oo%oftheOffered
Sma (the “Rnmining  Shared-),  thm tk c&r Stockholders shall kve the right and option to eket to purchase
all many poetica of tk Rmmining Sbarea at tk offering price speeitied in the Transfer  Notice, and on the terms
and  umditions  described in the Transfer Notice; provided, however, that if any consideration to be paid under
tk Ttaosfu NC& is otha  than cash, tbe otba Stockholdas  may substitute therefor  cash equal to the fair market
vahc  of such non-cash wosideratioo.

W lfany  other Stockholder desires to exercise his option in whole or in part to purchase
Rcmahkg  Shares  (“Buying Stockholder’~,  thee w later than 11:59  P.M. central staodard  time on the last day
oftbc Ophon Paiod,  k &all delivu %&en  o&e to tk Canpaay  and tk Offaing  Stockholdar  which  iodicates
his ac.apmm  of tk offer to puebaae  RmlaiGg  Shares, aod  tk maximum number of Remainiog  Shares which
k has eketed  to purchase. Tk actual number of Remai&g Shares which  each Buying Stoc&older  who has
ddivardslrbnotiawiUkcntitlcdtopurchaseshallkcqualtotbcproduetof(l)thelcsxrof(i)thcnumber
of Remaining Sbares or (ii) tbe total number of RemaiGg  Shares wbieb ail Buying Stockholders have elected
to pchasq  nudtipikd  by  (2) a &action,  the tnmmaor of which shall k tk total number of shares of Common
S&k  kid by the Buying Stcckholder  (or which may k acquired upoo dte wnversion of arty  then outstanding
Sk@  ad the denominator of which  shall k the total numba of &ares  of Ccutmoo  Stock kld by all Buying
Stakholdcrs (or which may k acquired  upon tbe woversioa  of soy tbm outstaodiog  Shares). If as a msdt  of
such alloearioa  any Buying Stockholder is allocated a numba of Shares to purchase which  is greater tbao the
numkr  of Sham which k committed to purchase, tko  the excess Sbarea &all k reallocated in one or more
dve dloeations  OIL the same basis among the remaioing  Buyiog Stockholders who were oat  allccated  the
full mmtu of Shares * dry  committed to purchase using the formula specifed above, except that item (1)
shall k replaced with tbc total number  of excess Shares sod tk term“Byittg  Stockboldd’  shall refer to the
rraminhg  Buying Stockbolden  who were oat  allocated tk full number of wmmitted Shares.

&.3+& Alkeation Notka. With tapcet to the Coospany  ce those o&r  Stockhoidcrs  who have timely
ofovrdscoftkirRspecbveoptionsin awrdana  with this Article 3 (tbe “Exercising Parties’?,

tkthpUydthCOffUiIlgS~ shall, within hvo days &u the last day of the Optioil  Period, wosult
to dctaminc  tk alkcation of Offered Shares to those of tbe Exereisiig  P&a who have timely elected to
purchase  Offered Shares. Within two  days after tbe last day of tbe Option Period, either the Company or the
Ofking  Stockholder shall ootify each of the Exercising Parties of tbc number of Offered Shares. if any, which
it &all k obligated to porchase,  which notice shall disclose tbe underlying  calculations. Notwitbstaodiog  any
aberprwisiraofthisArridc3,m~~PYtyshallkobiigataltopurcbructbJtoumbcrofOffcndShares
wbieb  it is s in ircordaKc with  tk provisions of this Artick 3 that such Exercising Party is entitled
to purchase.
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35 Lapse [f and to the c&xx that the company and the o&r  stockholders  do not tilmely  notily
the Offering Stockh0ldct  of thei ~ptivc clatioru  t0 putchasa OtTaed  Shares or collectively  specify  for
phase ~SS  thao 1Wh  of the Oilkcd Sharer,  thin  the 0ffa0  by the Offaing  Sto~kh~l&  to the Company and
the other stockholders  to the extent not timely accepted shall lapse. upon the lapse in whole  or in part  oft&
Otlbing  Stoddddds  ofEm to the  Company  and the  otba  Stildas,  tbc  Offering  Stockholder  ~hdl  bc  fh
to Traosfcr  that ttumbcr of Offuui Shams which it is attitkd  to Tfaasfu  in arzmwcetithdlisAltick3io
sbiu  ampliancc  with the tams of the Transfer Notice for a p&xi of sixty (60) days tbcre&r,  but afkt  such
sbdy(6o)daypuiod,thentsldka ofthis  A- shall again apply. Sbarrs  so Trmsfarcd  shall be subject
to the tcnns and umditiolu  of this A@ecmeot

3.6 Buy-Out Offers. Nohuitbstattdiog  any other ptwisii of this Article 3 and subject to the
pmviska  of this .Sa%ioo  3.6, if any Stockbolder  or the Company techa  a Buy-Out Offer (as &f&d below)
andaRequircd~otcrrJtelceistoacaptsuchoffcraptotbcuSb~tbcRtquirod~nterrJtshallhavetbc
lighttoIequimthatallstodQddassell  1o~~oftbcishanstotbc&ly-outoffpor(~dcGacdbclow)onthe
sum turns aYi  subject to the sarm  conditioas  of purchase and sak;  p&dDzl, that Stockbolda¶  holding Shares
qrcsmting  secwi&  aavatibk (fof M additianal rm~ideratiao)  into shams of Common Stock shall participate
in such Buy-Out Offa  with rqect  to such Shares as if such Shares bad been coavcrtcd  on the date of such
Buy-Out Offer. A “Buy-Out Offer” mans an offer made by any pusm  who is not thaw  a Stockholder to
purchase all but not less than all of the then issued and outstanding Shares. A “Buy-Out Offeror” means the
person(s) who maka a Buy-Out Offa

(a) &y-Out  NQ&. The Stockholder  rcceiviag a Buy-Out Offer (the “Notifying
Stuzkhoidu”)  shall promptly deliver  to tbc Company and all otbcr Stockboldus  a written  twice (the “Buy-Out
N&e.‘)  that umtains  the infomatioa  requitul  to be set forth io a Traasfer  N&e.  ‘IL  Notifying Stockboldcr
shall prcmptly  d&w w&m  notice to the Company aad the other Stcckboldax  sod in writing of any chaqcs
in the terms of tbc Buy-Out Notice,  which  subsqucnt  notice shall constitute a new offer  for purposes of this
Satim 3.6

@) &&L&&g. Upcn  receipt of tbc  By-Ott N&z  Q a Buy-Out Offer,  the Company
shall call a special mating of the Stockholders  to vote on  whetbcr to mxcpt  tbc Buy-Out Offer. Such meeting
shall be hck! within 30 days of the date of tk Canpatty’s  rcccipt of the Buy-Out Notice or Buy-Out Offer, as the
casemaybe.

(4 c +I lf a Rtquiml  htarst vote to accept the Buy-Out Offer,  the Company
willddivswri~~torll~~~catingthataReguired~thrsvotedtoacccpttheBuy-Out
Offer and that all Stockholders will be squired  to participate in tht sak anttauplatcd by the Buy-Out Notice.
‘fh Ncdjing  Stodddu(s)  ahall pmnptly  advise the Buy&t O&aw  that all -unicati~ 6om  the Buy-
ouOffcmrehKingtotheBy~~mustbe&livuedtoauS~, andforapaiodof90daysaftcf
the date of the Buy-Out Notice, each Stockholder &all be obligated to sell Shares to the Buy-Out Offeror
pursuanttotanuandcwditi~thatanidentiealforallS~ldcnsodtotboscdcscribedintheBlly-oUt
Notice as to the pwhase  price pa Share  and terms of payment; pmv&d, that Stockholda~  holding Shares
rcpsmthrgaarit*srmvatiblc(formaddi~ansideFstioll)~~ofCommoa Stock shall participate
insuchBuy-OutOffcrwithRspccttosuchSbarrsar~nrhSharrshdbc+llcoav~onthcdateofsuch
Buy-old OEu. Each selling Stockholda sbaU  pay his own cc& and expuws  incwrcd  ia cooncction with the
sale of his shara. If a Rquiral  lntaest  dow not vote to accept the Buy-Out Offer, then any Traosfer  of Shares
made to tbc Buy-Out O&or  shall bc subjat to the coaditiau  of Secti- 3.1 through 3.5 (ilusivc).
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(d) C&it  * Norwithsmding  any othaprovisia  of this Agreement, a Traosfer
of Shares shall not be permitt  if, in the Company’s reasonable judgment (as widened  conclusively by a
resolution of the Board), that Transfer would  cause an event of default under any credit agreement or loan
agreement to which the Company is a party as a borrower, and the lender in the credit agreement or loao
agtummt has not waived the default which would result born  the prcqascd  Transfer.

3.7 Permitted Transfers. Notwithstaoding  any provisioo  contained in this Agreement to the
~&TPI+I of Sations  3.1 through 3.5 (ilusive) shall not apply to soy Transfer by a Stockholder

36 Crow-References.  References in other Anicks and Saztions  of this Ameot to the
application of the provisions of this Article 3 shall exclude Section 3.6 regarding Buy-Out  Offers.

ARTICLE 4

INVOLUNTARY TRANSFER RESTRICTIONS

4.1 Involuntary Transfers. Whenever a Stockholder has any notice or knowledge of any
a-m=iimP=h3a coammmd invol~tary Transfu of, or lien or charge upon any of, its Shares, whether
by  operation of law or othuwise, it shall give immediate wittat riotice to the Company specifying the number
of Sharu  which  are subject to such invohmtazy  Transfer. Whenever the Company has notice or knowledge of
any such attempted, impending or consummated iovoluotary  Transfm,  lien or charge, it promptly  shaU  give
wittm  notice to the other St~~~kholders  spa@ing  the numba  of Sharea which am subject to such involuntary
Transfer. In either case, the StaMwldcr agrees to imtxdiately  discke  to the Company and the other
Sto&okhs  all patinatt  informatkm  in its posaessioa  relating to the Tramfa. If any Share is subjected to ao
imrchnaaryT~u,,licnorcharsc,tbcS~s)~orotbancordowncrofsuchSharessballbcdeemed
II Offering Stockholder(s). and the Company and the other .!+ckhoi&rs  shall at all times have the immediate
and amtinuing  exclusive option, but not the obligation, to purchase the subject Shares in tbe priorities oc and
inacc&aMxwidlAlticle3foreach successive 45 day period, except the purchase price shall be determined
plrsuanttosatio~6.1aodthepurchascshallbcontbc~MdconditioordeJeribcdinSstion6.2,andany
Sharcsu,prchasedsballincvaycasebc~~cclearofthcT~fa,licnorcharge. Thepurchascpriceshall
tkst  be paid dira%ly  to the holder of the encumbrance on the Shares in an amount sufticicnt to discharge the
ohligatim  taddying,  and dcaae, die arumb- The baianre  of tbc pwchase price, if any, shall be  paid to
the offering Stockholder.

4.2 Transfers io Bankruptcy. Jf a Stockholda  or Spouse is the named debtor in bankmptcy  or
receivership pmceedings  and a Transfa  of Sharea is proposed or dire&d, the Company and the other
Stockholdas shall have an exclusive right of first refksal to purchase the named debtor’s Shams to the same
utmt m ifsuch Tmnsfer ccmstitutai an offa to sell Shares under Article 3, sod the provisions of Article 3 shall
accordingly control the exarke  of this right of first refusal,  except the purcbasc price shall be determined
pursuant to Section 6. I aad the purchase shall be 011 the terms and umditions desaibai  in Section 6.2. For
pUpoWhU&tbc”OpiiUlPtiUlcmuamcC as of the later of the date that all other Stockholders receive
llaiatbrtaT~aofSharrsisproposedor~tcdpunuanttothisSeaioa4orthcdatcthepurch~eprice
is estahlis&d pursuant to Sation  6.1.
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ARTICLE 5

PURCHASE UPON DEATH OR DIVORCE

5.1 Dwth of Spouse. lf any Shams  am mvncd by an individual Stockholder sod his Spouse jointly
ad the Spcus  prukasa such Stockholder,  then the surviving Stcckbolder  immediately shall simukaowusly
~writM~tOthCC~indtbcotbcrS~ldasspscifyingtbc~ofdeathofhisSpouseandthc
natane of tbc darsped  Spousc’S  intacst in the Shares. Such interest may be  Transfcrrcd  dkc%ly  to the surviving
Stockholder. If the Spouse predeceases such Stockholder sod tk Spouse’s interest io tbe Shares is not
TdClldditCd&iDSUdtS~, then tk Company and tlx otkr  Stockholders &all have the optioo, but
not the obligatiw,  to pudmC  the SpousC’S  interest in the Shares u&r the terms of Sectioo 5.2 as if the
suviving  Stockhoidcr  rather than the Spcusc bad died, and all provisiau  of Saxioo  5.2 sbau appIy. Upon the
otucisc  of say such aptioq the legal representative or hustez of the &ceased  Spouse’s estate shall be obligated
toscUsufhin~andpcrformanyfurthaactrand~~ndUvaanyQcumcntswhichmaybc
rmsardblynsasarytocanyautkprovisions of this Agrmnmt  lo all other respects, the interest in the Shares
of the Spouse shall be subject to the restrictioos  aod twos  of this Agreemeot.

5.2 Death of Stockholder. &XI leaming  of the death of auy individual Stockholder, the Company
imndatdy shall simultanwusly send written notice to the other Stockholders, specifying  the date of death and
the numtu  of Shares onned by the deuxsed Stockholder (the “Notice”). For a period of 45 days a&r  the date
tk Noda is seat, the Company and the surviving Stockholders shall have the optioo, but not the obligatioq to
purchascalloranyportionoftbcSharesowncdbysufhdseascdS~ldcroatbc&~ofhisdeathintbc
priorities of and in accordarre  with the provisions of Article 3, at tk purcharc  price detumined pursuant to
Secth  6. I ad m the tmns  and wnditiws  described in Section 6.2, except  that the Offering Stockholder shall
be the legal representative M  bustee of the deceaxd Stockbol&. Upon the exercise of soy option under this
Section 5.2, the legal represeotative  or trustee of the doxased  Stockholda’s estate shall sell the deceased
Stockholda’s  Shares to the Company amYor the swviviog Stockholders, as the case may be, aod perform soy
~aasand~aadddivaanyQanncatJwhicbmgrbcrcaPmably-arytocarryouttheprovisioas
of this Agreement. If the Company or the surviving Stockholdcxs  do oat purchase all of the deceased
StakbdMs  Sham, thw his estate and any beneficiti  of his estate to W&II  the estate distributes Shares shall
be subject to tk teaictions  and pmviskm of this Agtument  and shall execute  an  Adoption Agreement pursuant
to soxia12.2.

5.3 Life Insurance. In order to hrnd the payment of them price for the Shares which may
be pwdused  by tlx Company uada  this Agrumeot  w tbe death of any Stocldmlder,  the Company may apply
foradmpiotainpsmancntardlatcrmlifeiosuranccpoticieooathelivaof~nyorofsucbS~kholdcnin
suEb~asmC~initrsdc~absdutcdiscrrti~may~rppropriateandnccasary. Eachpolicy
.&all beloclg solely to the Company ELM& subject to tbc provisions of this Agreaocnt,  the Company reserves  all
tbepowenandri&tsofownashipofsucbinsurancc. The Company shall be oamed as the primary  beneficiary
ofeacbpoliqimdsballpayaUpraniums~thqbecomedue.  NoStockholdersballexacisaoyofthepowm
of ownusbip of any policy by changing the oatned beneficiary, canceling the policy, electing optional methods
of paymen& eollvating  the policy, borrowing  against it. or in any way chaogiog its oature, value, or the rights
k tk policy 01  policies. No pnxeeds  of any iosurance policy timckd  by the Company  shall be available to
anypusm~otkmSntkcanpaY.  ~dividcrdspaidaaaqypdicyapolicicsbefonmaturityorthcinsurai’s
&ath  &all be paid to the Company and shall not be subject to this Agreeum& Upon ao  insured Stockholdcs’s
~thc~shallGlcthc-aryproofsofdwthaodcoUattbcp~ofilnyouts~diagpolicies
of life insurance.  All insummx proceeds obtained pursuaot  to this Section 5.3 shall be applied to pay the
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purchase price of the Shares in cash at the tie of purchase, if any, and any excess shall be added to the
Company’s working  capital.

5.4 Divorce of Stockholder and Spouse. If any Shares w owned  by an individual Sto&ol&r
and his Spouse jointly, and tk marriage of that St0ckhokier  and his Spouse is tmm&ted  by divorce or
madmmt&  ad that Stockb~lda  ~OCS  IUX obtain all of his Spwsc’s  intcrrJt in the Shares  incident to the divorce
a amulmu&  tbcn such 9o&hdda shall simultanausiy  give witta~ notice to the otha Stockholders and the
Company within thirty (30) days aflu the cffative date of the final, nmappcalable  divme  decree or of rhc
adttma Ibc tittm notice shall spaify  the effative  data of taGnation  of the marriage  and the number of
sbaatClWilid~iIlWStrdaioedbytkS~ s fumer  Spcue  rclatc.s. For a paiod  of thiq (30) days
atk  the &amioah  of the p+uchase price pursuant to Se&m 6.1 hcra$  the divorced Stodrholdcr  shall have
saacfl~optiaSbutmttbcobtigation,mpurchavalla~portMaofhisf-Spousc’srrtaincdintcrcst
mtbcShara+tbcpnrhastpria~ppursuanttoScrtioa6.1~doatbctcrms~tiollJdescribed
in secrico  6.2. The divorced Stockhol&a  thirty (30) day option shall be umciscd by &l.ivcring to his former
Spouse, rbc Company, and the 0th~ Stockholdas  a writton notice spai&ing  the number  of Shares  or interest
in tk Shares as to which tbc option is being exercised If the divonxd St&holder  does not purchase all of his
timrm Spolac’s  intucst in the shams, then the stwkholduJs spouse shall bc damcd an offering  stockholder,
zldfathe45daypericdwmmenc ing with the expirdtion  of the divorced st0ckholdefs IhiIty (30) day option,
the Company and the other St&holdcrs  shall have an exclusive option, but not tbc obligation, to purchase all
a any portion of fhc former Spouse’s mtainal  intarst  in the shares in the plioritia of, and in accordance with
the provisions of Article 3, at the purchase price &scribed pursuant to Section 6. I, and on the terms and
wnditions  doscribed in Sation  6.2. If any option is acrciscd  pursuant to this Section 5.4, then the former
Spouse  shall sell any intucst  in the Shares mtaincd  incident to divorce or annulment

55 Termimtion  of Employment Iftbc  Ccmp&s  anploymcnt  of any StockhoMer  is terminated
for~rrssoootbcrthandcath,tbcntbctemrinatcdS~ldcrshallkdccmcdanOffaingStockholda.and
f0rthc45dayp&Jd cmmmcing  with the date of taGnat&  the Company and the otbcr Stc&holdcrs  shall
havcancxcl~ivcoptioampurchrrealloranyportioo0ftbcS~orvlwdbythcOffaingStockholderinthc
priorities oc and in accadance  with, the provisiws Of  Article 3, except that the pm&we price shall be
detamiDadpursuanttoS~~6.1.andthctamJaadwaditioosshsllbcasdcsrribcdinSectiw6.2. On
tamimtion  of a St0ckholderanpl0yee,  the Company shall promptly given wittc0  notice t0 the other
Stockhokius, such notice spaiijing the termination  date and the number  of Shares M hy the Offering
StOCkbOldU.

ARTlCLE 6

PURCHASE PRICE AND  TERMS

6.1 Purchase  Price Whenever  any Shares shall be off& at the “purchase price,” or at any
~gpriadctermiaafwitbrrfermttot6cp~pric+acccptcu~rpmvidafbaciRthepurehasc
@ccshallbcthcpriccpasharcofcommoa Stock set forth cm Exhibit  6.1(a),  which exhibit shall be amended
bytbcmublalwriaenagrcanatofallofmepartiabmtobc~g~~tbcdatcf,oncachFcbruary  1 and
August I thcrraAaduringtbetamof~Agnaaenfaadstsuchothertimesastbcparticshrrtomuhlally
ague Ifs&~ Slum rcprcsd  scarit&  of the Company cuwab’bk  (fa IMI additional consideration) into shares
of Commoa  Stock the aggregate purchase price shall be dacrmincd  a if such Shares bad been converted into
Common Stock as of the date of the cvmt or notice which Gxu the obligation to Transfa  the Shares. If the
paticshadohavo,atanytim+fbikdtoattaintoamutualwrittm amcDdmcIIt  of Exhibit  6.1(a)  within the time
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prriai  set f&t ahove, ad 41 f.ail~~  shall have ~ntirtucd during a time in which the “purchase price” is to be
d -dioamrdanccwththis~rbmthcpclrchapcpnapsShucrhallbc&~byanyappraixr
listed 011 &J&it 6.1(b)  hereto which  is chosen by the party which  is offaing  Shares unda the terms hereof. If
such an appraisa  is not engaged by such party within 30 days a&r  th event which has caused the offering of
Shares punuaat  to the terms hcnoc  the Company shall appoint any partner in the Houston offlice of A&W
Aadasca&Co.(aifAnhroAndasonBtCo.~tO~4~any~inHoUstMIoffi~ofanationally
rc,mg&d  accomting firm) as the pa’san who shall da3  the apptaiscr  for tbe purposes hereunder, which
qptaisu  mq bc atry  paxon or mtity with dcmot~~trated cxpaimcc  io the vabmtioa  of bio-tech  companies and
which  is not listed on Exhibit  6.1(b)  heto. In all CVSO~S.  any such epptid  shall be  in xcordancc  with the
~m&cdsefa?hiaScction6.1@)andshaUbc anoplctcd  and dclivaui  to all partia  hexto within 90
m oftbe  exat which caused the offering of Sbarcs baumdcr

(b) vuluurion  MUhod. [a  deriving  the fair market value of the shares plusuilnt to this
sectjo~  the appraiser shall apply such appraisal tcchniqucs  snd methodologies as it deems appropriate to
&aminc tbc fair market value of tbc Company as a going co- and shall not consider any factors which
would be applicable only to the vahie of less than 100% of tbc Company. Tbc per share price of the shares to
be purchased shall equal tbc fait market value of the Company so computed divided by the total Shares then
isd and outstanding (computed on a fully diluted basis).

6.2 Pqlm!nt of Puti Price payment  of tk pluchass price for sbarcs  purchased pursuant to
misAgrammt~bcmsdcasfoUowsprovidcdthatthcp~ingp~,wb*batbeCanpanyoraB~g
&ckhoklu,  olay always cl03 to pay tbc.  purchase price itt tidl in cash iostcad of on the foUowing terms:

(a) Ontbccbsingdatc,tbccanpanYorthcB~Stocldddas,asthccasemaybc,shall
deliver to the Offaing  Stockbolda  a &nm payment  io cash equal to hwcnty-five paccat (25%) of the total
prcbarcpria.  TbcbalaaceofthctotalpurchascpriccshaUbcpaidin acun&nxwitbthctamsofatbra(3)
ytarpmokaytacbuaiagintuc3tatamtccqualtothaGlztutingpcratmllmlatcofillracstreportedill77le
Wd  .%serJoumu~  as tk “pritnc mk” (tk base mtc on  cqoratc  baas of large U.S. money center commercial
banks), payable in thirty- sixty (36) equal monttdy installments of principal and interest. The promissory note
&II lx stbstantially  in the form attxbcd hereto as Exhibit 63(a).

Cc) Thcpaymaitofallsumsdue&thcpmtGsory notcshalibcsoxcdbyaplcdge
of~oftbcSharcspurchascdintbceansDctiootowirichtbcp~ note relates. In tbc event of a default
ittpaymmtoftbeprincipaior~oftbeppromisJory note, the rlliog Stockholdu  shall have roxnusc against
the Sbarcs being held as wllataal  and shall have raomx against tk purchaser of the Shares. The pledge
apemutt shall he substantially in tbc form attached hereto LO Exhibit 63(c).

(4 hltbccvcatthcccmpanyistkbaEfi&yoflifeiIlsWKe proeais  payable upoo the
deatb of a Stockholder, and if the smzssor ia intcrcst of a Stockhokiu  sells tbc Shares of the deceased
Stockholder to tbc Company, tbc Company shall miIizc OIY hut&al  percent (100%) of the life tiurancc
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poccedsaradownp~tforthcSharatotbccMcntoftbc~prifeofsucbSharrs.  Tbcdowopaymeot
shall be payable oo  the Closing Date and the principal amount  of the promissory oote will be UuTespooding~y
Iuklced  lftklifeinnsaow pmrcdr  are leas duo the hearty-five pawtt (25%) cash down pawent  described
in Sation  6.2(a), then the Company shall pay the deticiency  in cash

ARTICLE 7

EFFECTNE  DATES

7.1 Closing Date. W~GWVC~  an  Offering  Stockhol&, the Stockholders  OT the Company are
obligated to sell cw purchase Shama  to one awther  lmder  the tutus  of this Agreement, the closing date of the
transaction shall be a business day and hour spccifed by the Company at a designated Iocatioo. Unless tbc
prticssgr&totbcmatrarytbcdosingdateshallnot~-thrn~~~-6ve(75)daysaftcrtheoccunrace
of tbc cvcat Q norke  which fixed the obligation to Transfer  tbc Shares. Notice  of the details of closing shall be
6mihed  by tk Cmpany no later than tag (IO)  days prior to the closiog date. At the spccitied  time of closing,
certificates for the Shares  ptUc&ed shall be deiivcrsd,  togCther with stock traosfer  instruments sticieot to
effect the Transfer, duly codorPcd by the mfcrring StodJlolda  aad transferred  of rewrd to the respective
~~paymattothc~farings~ldaincashabycatificdchcekofthepurchasepriceor
the offering price (except as othawise provided  herein), as the case may be.

7.2 Notices; Offers; Acceptances. Any ootice, instrwioo,  authorizttio& request or demand
rrquLedorpamiacdbaamdrr~bcinvniting.ad~bcdcliverrdeitbcrbypcMnaldcRery,bytele~
t&x,  Ma!opya  similar facsimile means, by cert.&d or registered mail, return  receipt requesti or by courier
ardrlivayEsvic+~to~~pcuticsbcrrroattbcaddrasindifstalbcncaththirnspaxivesi~ahu*ron
tk aecotkm  pages of this A-t  or the adoptioo  agreaneat amtemplated  by S&ion 2.2, a applicable, or
~arh~addrasand~Paapartyshallhave~oustydcri~bywrittcnaotiagivmmtheother

matmerbe&abovesctforth.  Notiasshallk~givcnwbca~v~itKntbyfwimile
z;L‘on of such receipt  by con6rmed  fxsimile  bansmissioa  being deemed receipt of
d sent by facsimile means); sod wbeo delivazd  and receipted for (or upoo the data of attempted
delivery where delivery is &iued),  ifbaod4elivered.  seat  by express courier  or delivery  service, or seat by
culifidarcgisteledmail,retunlrcceipt~d

ARTICLE 8

ENFORCEMENT

8.1 Ettdorscmeots  oo Suck  Certificates. Each cut&ate  representing Shares now owed  or
hereafter owned by the Stcckhokbr  a any traosferee  shall tear untspicoous  mshictive legends wordcd
sttbliauy as fouw, in addition to any other  legends mquircd  by law

THE SECUFIJTIES  EVIDENCED HEREBY ARE SUBJECT TO CERTAIN RESTRICTIONS AGAINST
TRANSFER PURSUANT TO THE TERMS OF, AND TO A VOTING AGREEMENT CONTAINED IN.
A STOCKHOLD0tS  AGREEMENT BFIWEEN  THIS CORPORATION AND ITS STOCKHOLDERS
WHICH PROVIDES FOR, AMONG OTHER THINGS, AN OPTlON  IN FAVOR OF THE COMPANY
AND ITS STOCKHOLDERS TO PURCHASE THESE SECURlllES  IN CERTAIN INSTANCES. THE
CORPORATION WlLL  FURNISH WTtl-lOUT CHARGE A COPY OF SUCH AGREEh4ENT  TO THE
RECOFYI  l+CGER  OF THIS C8TllFlCN-E  UPON WRITTEN REtMJEST  TO THE SECRETARY OF THE
CORPORATION AT lTS FRINCIPAL RACE OF BUSINESS.
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THE SECURlTlES  EVIDENCED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933. AS AMENDED rACT’I.  OR UNDER ANY AF’PLICABLE  STATE SECURlTlES  LAWS,
ANDTHEYCANNOTBEOFFEF=l FOR SALE. SOLD. TRANSFERRED, FLEDGED OR OTHERWlSE
HYFQTHECATED EXCEPT  IN ACCORDANCE ‘M-i-H  THE REGISTRATION REQUIREMENTS OF THE
ACT AND SUCH STATE LAWS OR UPON DELIVERY TO THIS CORPORATlON OF AN OFINION
OF LEGAL COUNSEL SATISFACTORY TO THE CORPORATION THAT AN EXEMPTlON FROM
REGlSTRATlON IS AVAlLABlE.

THE COPSORATION  I S  A - TO ISSUE SHARES OF m THAN ONE CLASS OF STOCK
OR MORE THAN ONE SERJES OF A UASS.  THE CORWRATlON  WlLL  FURNISH A STATEMENT
OF THE FOWERS,  DESiGNATK)Ns, PREFERENCES AND RMTlVE. PARTICIPATING, OPTlONAL
OR OTHER SPECIAL RIGHTS OF EACH CLASS OR STOCK OR SERIES THEREOF AND ME
WALIFIWTIONS.  LIMITATIONS OR RESTRlCTlONS OF SUCH PREFERENCES AND/OR RIGHTS,
WlTHOUT  CHARGE, TO THE HOLDER OF THIS CERTIFICATE UPON RECRPT BY THE
Co(poRATIoN  AT rl-S PWNCIPM RACE  OF BUSlNESS  OR mIsTERED OFFlCE OF A WRllTEN
REOUEST  FROM THE HOLDER AEGUESTlNG SUCH COPY.

a.2 Bra&.  Any~T~uinbrraEhofayprwLimofthisAgr-tshallbevoidand
~~&lJal  and shau mt opcratc  to Transfer  any interest of title in ttbz purported trmsfcrce.

ARTICLE9

TERh4lNATION

lllkAglU=DtSbaU tcrminatc~(i)tbc~~oftbcCompany(whiehwillrequircBoard
cpprwal)arrdrRequindIntcrcstofthcS~ldcn~ch~kdctsminedbyrcf-tothcnwnberof
shaKakbibydlcs~prwidcdthatm tamiMtiooshauadv~affataoyrightsofanyp~mdcr
this Agmmcnt  which have vested prior  to tamimtioa;  (ii) naming of tbc Company as Debtor in bankruptcy
procadinIpfaaperiodofsixty(60)dayswithoutdipmissal.th aautioa  by tbc Company of an  assignment
for the bmefit  of its atditors.  the appointment of a rccciva for the Company, or the volmtany  or involmtary
liquidatiul  or diwluticxl  of the compmy;  or (ii) the company’s azammmdon  of an  Initial Public Offering

Tk Cunpauy  promptly shall deliver witten  mtice of any tumimtion  of tbis Agreement to all parties
hueto.

ARTICLE 10

OTHER AGREEMENTS
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the during such period except securities of the Company included in such +str&on  s tatanatt  sod  (ii) such
Stockholder  shall  cxautc  any and atI agreements  m-ably requested by such undawriter to C&OKC  SUCK
kckup. In  order to caforcc  this covenaat,  tbc company may impose stop-transfer insbuctioas  with rcspat  to
any Shares until the end of such pniod. This Section 10.3 shall survive the termination of this Agrozment.

ARTICLE 11

MISCELLANEOUS

11.1 Bcpresal~aDdwamodes.  A.uparticshauorc+Ycsm~walrant  aadcovcnant  thatthy
havotidlpowerandautftaitytowtaintoandpaformtiA~tinaaadawc with its terms, and that they
wiupafomallagroemwtsmsdcbythm hcmmdainawadawebaowith

1 1 3 .  Ammdmcot  ~sAgrcancntmaybeamcndcdat~timcbyawritrar~trumentadoptcd
by tk  Canpaay and cxautcd  and agreed  to by a Required  Intacs~  pmvi&d.  however, that (i) an amendment
reducing or increasing  the rquiml Stockholder  Consent or vote in this Agreement is effective only with tbc
axmttavotooftkS~ tbcrctoforc  required, and (ii) an ammdment  which  would affat the rights of
a person who is no longer a StockholdCrs, shall rquire  the consalt  of tbc pason so effected

113. Spouses. The Spouts  arc My  aware  of, understand. and hrlly consent and agree to the
pawvisions of this A-t  and its binding effect on any inter&  that Spcusc may have by reason of marriage
toaStodmdderaraberwisein8lySharessubjcdtoih:tcmuofrhirA~thcldinthcStofkbol~soame
oothcstod;~ofme~atorsubscqucnttothedatcofcxecutioaoftbisA~t  Anyobligation
ofaS~~orhi9legalrrp-tativctoscUoroffato~UcllSShara~thc~ofthisA~t
inchdos an obligation on the part of that Spouse to sell or offer to sell any interest sbc may bavc in the Shares
inthcsamcmama.

11.4. Binding Effect. This A-t  shall be big upon, inure  to the benefit of and be
wfaaabk by the parks  hacto, tbcii rcspativc  heirs, Iegatocs, dcvism,  kgal rcprcsaltativs,  s”cwssors  and
pcnnittai  assigns.

115. Previous Agreements Superseded. Tbis  Agnemcnt supa&cs  all previous agreements by
and ancng sny ax IX more  of tk Canpany,  the Stockholders and Spcucs  relating  to tbc subject matter bcrmf.

11.6. %e&iWy. If any QIC  cc mat provisions of &is Ag?eanent  sball be iuvalid, illegal or UIXZI-
fhxabk ia my rcopat,  ttm  tk validity, k&y  and enforceability of tbc remrining provisions shall not in any
wSybC8ffdOriUlpaLcdthcreby.

11.7. GnvunkgLow.  l’hisAgrrrmcntsbaUbecansbuedi~~- witI&  and govcmcd  by, the
iammal law,  and not tbc law of conflicts, of the State of Texas.

- 221 -



lN WITNESS  WHEREOF, CaEh  of the panics hereto has acatted  this Agreunaat cm and effective as
of tbc day tint above wktcn.

COMPANY:

BIGCYTE  THERAPEUTICS, INC.

Addrus: BicCyte  Tkapabs,  Inc.
5599 San Fclit,  Suite 3 10
Houstq  Twcas  77056

Telecopy: (713) 9934%
Attention: Board of Dimton

STOCKHOLDERS:

HARRlS  WEBB & GARRJSON

Name:
Title:
Address: HarrisW&b&Gmiscm

5599 San Fclipe,  Suite 3 10
Houston, Texas  77056

Tclcccpy: (713) 99346%
Atklltim
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THE BOARJI  OF REGENTS OF
THE lJNlVERslTY OF TEXAS  SYSTEM

AddEW 221 w. 7th sbet
Austin, Texas  7870 1

T&copy: (5 12)  499-4523
Attahon:

Tbc  University of Texas
M.D. A.a&som  Cancer Cater
Ati 1020 Holcombc  Boukvard,  # 1405

Houston, Tcxar 77030
Telecopy: (713) 794-1356
Attahm: Wiiam J. Defy

N- Spouse

AddESSZ AddItS.%

Nm Sporrrc

AddI0S.X AddEW
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SCHEDULE AND EXHIBIT LIST

SCHEDULE A stockholda  Liit

ExHmrr 2.2 Form  of Adoption Agruamt

EXHIBIT 6.1(a) Fair Market  Value pa Share

EXHlBlT 6.1(b) Approved  List of Appraim

EXHIBIT 6.2(a) FamofPmmismyNote

EXHlBlT 6.2(c) Form  of Pledge  Agramcnt
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ADOPTION OF STOCKHOLDERS’ AGREEMENT

THIS ADOPTION  OF STOCK?iOLDERS  AGREEMENT (this ‘AQpQa A-t’)  is entered into
OllthiS~ @of ,19, by  and amcog  BioCytc  ‘krapeutics,  Inc., a Dela~a~
tanpmtion  (the “Company’-),  stockholders  and spus*r (aS  each tudahcd  term is defined below).

wHERms,lkcanpmy,tkstodmddcn and Spousea  aUacd  into a Stcckholdcd  Agmment  dated
,I996  (the  “Agreaumt”);

WEFtEM,  Section 2.2 of the Stcckholh’ Agrcuncat provides that as a condition precedent to the
acquisitioaofSbarcsbya~erccaissua,eachStockholdaandSpolueauthoriresanddirectstheCompany
upon  the issuance of Shares to say transferee to execute,  on the Company’s behalf and as agent for each
Stcxkbob  and Spas,  With  he transferee or i- and spouss, if applicable, an agreement  pursuant to which
the transferee or isswe and spouse, for thcmsclvcs  and for thci  rcspcctive successors, successors in interest,
kin, kgatcm,  tisecs and legal reprcsentativa  to be bound by the tcmw  and conditions of the Agreement, as
ifanorigi~IpartytotheAgmerncn~aad

WHEREAS, the ub.krsi@ , and spouse (ii applicable),
,&irctoacquircSharesoftkCompany.

1. A~andaxratmWofthcAgrmnaSashcntoforeamndedandtogethawithalladoption
agrcwxnt.3  haaoforc  mtazd into pursuant to Section 2.2, is attxkd keto  and incorporated  lidly
herein by rcfautcc.  Au u&M capitalized terms  used in this Adoption Agreement shall have the
UlCdUiOgtibCdtodlUUiIlthCA~~

3. and &nowkdgc  receipt of a true
~anedcopyofmcAsreementand~admowlcdge~~~veMdA~mtandundmtand
and m to abi&  by ail tsms, awaumts,  conditions, limitatiw  rcslrictioao  and pmvisiopn  contained
iUIbCAglWlCtIL
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4. atxi k&y  baame  a “Stockholda”
and a “S~UJC”  as d,%amid  in accmhce  with the tams of tk Agtummt for ail purposes  of the
Agraatmt as if&id  parties to  the Agnaocnt.

IN  WIRIESS  WHEREOF,

-dayof
and the Company  have uaaad this Adoption Agrecmatt  on this

) 19~.

BIOCYTE  THERAPEUfICS,  UK.
(a Dclawarc -P-W

By:
Pte!3idmfulbddfofthe
compaoyanduagmtforcacb
Iovutor,  Stockholder and spmse

@iotaI Name of New Stockholder  or
Investor)

Attattion:

(PrintaiNameofSpotae)
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FAIR MARKET VALUE  PER SHARE

To come
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APPROVED LIST OF APPRAISERS

To Come
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PROMISSORY NOTE

S

FOR VALUE RECEIVED, on OT before , the unda5+cd,

r7kbuf3,  hby Promises topaytotbeorderof
.a Ku&f),  at its

O&Cat , in lawful rrboacy  of the United
States  of Amcrifa,  the principal amount of
D O L L A R S A N D CENTS  (S), to@a with i n t e r e s t  on  t h e  u n p a i d  balance
of said principal amount horn  time to time rcmahing  outstanding, Corn  the date hereof  until maturity.  in like
macy,atsaidoflia,ataratepa-qualto pamlt Ch.) (the ‘.&t&&Rate”). Irarest
~thisNotcshallbccalculatcdataratcpcrannumbascdupoathcactualnumberofdayselapsedin~actual
cakndar  year (365 days a 366 days in a kap year, as may bc applicable).

ThisNoteisdwandpayabkin ( qual  installments of principal and
kteres&achsuchillstaumultoftictlshallbeiathamolmtof
DOLLARSAND CENTS (S), a n d  the tkal instalkmt being i n  t h e  a m o u n t
oftbc balaacc  of principal plus accrued interest tbcn due herae. Th ht such instahatt  is due and payable
at .andtheratlaininginstaumaltsarcdueaadpayablein -tivc order o*  the
sma day of each and cvay succeuhg  cakndar month  thereah uatil all sums calkd for hereunder have been
p~didin~withtbcfinalsuchinstallmentducandpayableoo

Dchtor shall have the right, from time to tima,  without premium or penalty, to prepay the indebtedness
cvidatcalbythisNote,inhllorinpart

The tuxads of Craiitcf  shall constitute rebuttably  presumptive evidence of the principal and accmed,
catncdanduapaidintercst mnainiug  aurtanding  011 this Note.

Ifthir~~~bysuitartbrwghthc~canforMyjudicialpm&ding,orifthisNotc
irnotpaidrtmaturity,bowsocvcrsucbmnturitymny~,aoditirplaEcdinthchaDdrofan~mcyfor
cdlaticm (hatha a no4  legal pmcecdiags  arc instituted), tbm Debtor agncs to pay, in addition to all other
amumts  owing  ltsmuwk,  the cdkctioo  costs and rcasoMble  aaancys’ fees of the holder bawf.

Itiscxpcu~stipulatcdanda~tobethcinCcntofDcbtoraodCrcditoratalltimcstocomplywith
tk applicable Texas law govunin,g  the maximum rate a amount of iotuest payable in camcctiorl  with all the
suns  da bum&r (a applicdk United Shtcs federal law to the extent  tbat it permits Crcditar  to contract for,
charge+  t&c,  rcsave  a receive a greata  amount of interest than m&x Texas kw). If the applicable law is ever
jlaiimy~soastorwkr-anyamamtcmtrdcd  fa, clurg4 * reserved or raccivcd  with
xespa%totbekanscvidcncedbythisNote, oriftbeaccclaatiolloftbcmaturityofthcsumsduch~~ror
if~~tbyDebtornsultoinDcbtorhavingpaidanyiatnedincxnssoftbatpaminedbylaw,then
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it is Debtor’s and Creditor’s express intent that idI  excess amounts tho’cJoforc w&xaJ  by Creditor be  cr&&i
on the principal balance of this Note (or, if this Note has beat LU would  the&y  be paid ia full, refuaded  to
Debtor), and the provisions haeof  immediately be deemed reforuwl aad the amounts thereah mll&bk
hereunder reduced, without the necessity of the execution of any new document, so as to comply with the
appiicabk  law, but so a~ to permit the rccovcty of the fukst amount othwir calkd for haut&r. -fhc right
toacrrlcratcmsturityofsumJduchacunderdoesnotincludctbcrighttoacccl~anyintenstwhichhasnot
dbenviseiPcnrodontbcdatcofnrchaccclaati~andCnditordocs~iatcldtocauectanyluvamslintcrcst
intkmatofa AUNmspaidoragrmitobcpaidCreditorfortbcusc,forbearancc or detention of
amachr~shall,to~wentpcrmi~byappiicablekw,bcrmortitcd,pm~allocatcdandspnad
~tbcfulltamoftbcloencvidcaccdhrrbyuntilpaymntiafullmothattheratcoramountofin~~t
oareountoftbeloansevi~berrbyQcsMt~thappliubk~ceiling.

TbisNQisgiven~~faopitalaodc~byduhddpcrbddasofthisNotcandisxcurcd
byaStockPlcdgc~~MooySecurityA~ofevgduehanuith,~ndanyothar&urity
7d. guarantees, wlktcral  assignma&% deeds of bust and liautstmnats cxecutcd  by Debtor in favor
of Creditor, or cxecutai by atty otha  person as security for this  Note,  including any cxaxtcd prior to,
simultaneously with, or after the date of this Note.

If Debtor fails to pay any principal of or interest on this Note as and when due (Wefault”), then the
holder of this Note &all have the right to dcclarc  the unpaid principal sum of this Note and all interest tha
~eamcdaad~immcdiatch/~andpayabkbyDcbtar,aod~bavesuchotbnrighuandrcmcdies
pmvided at law OT in equity, ail such rights and mmdks  b&g  cuomdative. No delay or failure of the holder
hacafto~ircanyofNcbrights~rcmcdicsaccrucdtoit~ofsnysuchDcfaultshallcoastitutca
waivaofsridrightJwithrrJpatu,anyNchDcfaultoranyNbscqucntDcfault

~cndall~,adasertandguarantorsofthirNote~ve~prrscntmentforpa)zncnt
&of llmqyM&  protest. matice of protest, notice of intalt  to aaTia.atc maturity, notice of acc&ration  of
rmmnityandallaberoocicgfilingof~tanddiligarceincoU~gthirNotcorcnforcioganyxnvityhcrcfor,
and agraa  to any subsdtution, exchange  or mkasc of my such soxity, the rckasc  of any party primarily or
sanhilyliabkbnuxtandfurtbcragrcethatitwillnotbcn&asaryforanyboldcrheraJfinordcrtoenforce
paymatt of this Note, to tirst institute tit or exhaust  its remedies  against any soxuity herefor,  and consent to
any one or mm cxta8sioas  or poJtpoacmcnuoftimofpaymcntofthisNotcoaanytcrmsoranyother
indulgacu with rcspwt kcto,  dhout  notice rhcreof  to any of them.

Tiiis0fthces.mcehthcpaymmtandpcrfotmanccofthisNotc.

ThiSNOtCStdbegOVClllCdbydconSb.UCdiO azumhmx  with tie intanal law. and not the law of
contlicts,  of the State of Texas  and applicable fedad  law  of the Unitai  Statu of America.
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IN MTlWESS  WHEREOF,
tobeexautcdoati~daY0f
dulyau-

, Debtor, has caused this Note
,by,ifDCbtoriSSlldi'ly,~Offi~tbCnUntO

DEBTOR

Printed Name  (sod Title if applicable)
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STOCK PLEDGE AND PURCHASE MONEY SECURiTY  AGREEMENT

Da&

I. PARTIES, COLLATERAL AND OBLIGATIONS



Pasoa  otba than Saxred Party; Debtor  has full power and lawful authority to sell, transfer and assign the
CdlptcraltoSearcdPartyMdto~u,~Partyafint,prior~vaiidoecuritym~tttvrcinasherein
pmvidcd; the cxauti~n  and dCUvaY  and the PerfonnanCe hereof arc not in contravention of any indenture,
ageemwt  a mkrtakhg to which Debtor  is a paW  or by which Debta (or Debtor’s pmpcrty)  is bound; and
abtawilldcfedtbcCollataalagainstallclaimsanddanaadrofallPcMasat~timcclaimingthcs~~or
amy intmst thein. AU agents a repmsentativa  acting for or c4t W of Debtor in connation with this
Samity A-t  or any aspect b=Jf, or entering  into or c~uting this Security Agrumcot on behalf of
abra,~bly~thcrctoardthacfor,andMfuYrcmpowaedtoactforsodrrpnwntDcbtorin
caPccriao~tbir~hlA~MdpllmancnRlatedbcrctoainunacaioahanvith. Exceptforthat
~S~ldcrs’AgreanmtbyamdamoagthcComp~aodiurtod;holders,datcd
and cxapt  as either cvidwad  0(1  the artificatm  rcpracnting  the Shams a othemisc previously disclosed in
lwitingbfDdJtatosaurrdParty,Dcbtorbaebynp~~w;urrulu toSwraiPanythatthcSharcsarc
not subject  to any buy-sell  agreements, irrevocable pmxies  or otbcr restrictions.

(2)(a) Debtor has oot bcrctoforc  rignod  any tinanciig  sa a security agreement which covers
my of tk CdMual,  and in w4icb Debtor is aamd  a~ OT has signed as “debtor,” and no such financing statement
a s&raity agraumt is now on Gk in any public office.

@I Aslcng=My- mnairu unpaid ca any of the Obligations, with  respect to the Collateral:
(i) Debtor will not cntcr into or execute any satity agreement or say financiig  statement other than those
saaity~ilandtinwcingstatanwts  in favor of Secured Party twxmdcr,  and &her (ii) there will not
ba at 6k in any public 05cc  any financing statement (K statemen b(orauydcaxmaltsorpapcrsGlcdassuch)
otkrthan6Mncing-intavorofs.xuredParty~ unkss,  in any case subjozt  to this paragraph
(II), tha specific prior  witten  cansent and approval of Saxted  Party sbaU  have been obtained.

Cc) Debta author&s Saurcd  Party to We,  in jurisdictions where  this authorization will be given
cffat,  a thawing statmwt signal only by Secured  Party covering tix CoUatual. At the request of Secured
Pacy,DcbtawillacsutcNcbdoeumcntsusccurcdPartymay~,firomtimctotimc,tobcn~sary
a tkirabk  lmda provisions  of the Uniform  Commercial Ccdc,  as adopted aad amadai,  in tbc State of Texas
(tha m; wiumu  limiting tk gunality of the fxcgoiog  Dcbta - to execute,  at secured  Party’s reqwst,
mamxe6wcing stakmmts in form  satisfactory to Soxrcd Party, arid Debtor will pay the cost of fding or
rccudiagthcsatw,aoffihngamcordingthisSecurityA~tittaUpublicoffi~atanytimeandfrom
timctotimc,wltawerfXngareuxdingofanysuchfinawiig stawxntaoftbisSexityAgrumentis
deemed by Saurai Party to be -wry or desirable. In conmdon  with tha foregoing, it is agrad and
lmdcntoodbctwtentbcpartiesbcrcto(andSccurcdPJrtyishacby~tocarryoutandimplementthc
wbwingagreanentlraodundprtaodingsaadDebrOrhaeby~topytbccoJttbam~thatSaurcdParty
may.g~yrhn.filcsra~gs~tanywuatcrp~coWarep~~ofthisSccurityAgrarmcnt
~~byDebtaifSecurcdPury~ciatsotofilc,Mditisalzo~MdundastoodthatSecurrdParty
may, if deemed  ncceswy  a desirable, file (or sign and tile) as a finawiig statunwt  any carbon copy of, or
pbotogra@c a amber  rcpmductkm  of, this Security A-t  a of auy financing statcmwt exautcd ill
camaction with  this Security  A-t.

(3) Debtor will not sell or offer to sell or otknvisc  bansfcr  a encumber the Collateral or any
intamt therein without the express  prior  written  wnscnt  of Secured Party; aad Debtor will keep the Collateral
he &an any bat, security intacat,  encumbrance, charge a claim adva’se to the interest of Secured Party;
e w prior to tbc happening of a default hcmmder, nothing contained in this Saurity  Agreement
shall pro&bit  tkbtor  t?om using “cash collatcnd”  (as d&cd in So&o  9.306 of tbc NC).
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(4) hcqt  as SpCCifiCdY  Otherwise  pmnitted  a provided  herein,  if, at soy time,  Debtor holds or
has possessioo of any Collateral wnsisting  of “non-cash collateml” (as defined in Se&m 9.306 of the UCC),
tka he same  shd remain in Debtor’s possession and control at ail t&s  at Debtor’s risk of loss, and, if ia
fkbtofs posscssioq  is oow  kept, sod at all times  shall be kept, at tk addxss  fmt shown for Debtor at the
bcgirming of tbis security  A-t; sod Debtor will promptly ooti@ Saxrcd Party of any chaoge in such
addnssandofany~sdbesscswbcrrsucbCoUatnalmaybeLeptaDdofMyotbcrchangeintheabove-
i&tiGul location of all or any pan of such Colktcral, and tkbtor  will sot move or remove  such Collateral,  or
ayprtQrcof6romtbcaddnsseraadplvesdaaikdaod~iticdrbovcwitbouttbcpriorwrittcnconwnt
of Secured Party.

(5) SoxredPartyshallcxacirrcwmabk cam  in the custody of any of the Collateral  in its
~possbatad-atartytimcatimes.  SccuedPacysbaUkdmnaltohaveoracisedreasoaable
careifsucbCoUatcralisaccadcd txcaimat  substantially qual  to that which Secured Pa@  accords its own
pm~rtyoritsecuredParty~~actiolrwithrrspcdtotbccdlrtarl~~tor-ably~uatsin
writin~~ndtbptsilurrtocanplywithanysuch~~tooranyamiuiorrtoQanyaanquts~byDcbtor
shall bc dccmai  to bc a failure to cxcrcisc  reasonable care. Dcbttx  agreea to take necessary steps to prcscrvc
rights against any partics  with reapat  to any Coilatcral  io Soxaul  Party’s possession of control, it being
~hmwu,that~PartyshaUhaveoohspomibityfor ascathkg  or taking action with respect
to calls, conversions, cxcbaogcs, maturities, tenders. renewals, wlkctioos or other matters relative to any
Collateral,  wbethcr of oat  Secured Party has or is dozmai  to have knowledge of such matters.

m. EVENTS OF DEFAULT

Debtor shall bc in &fault  under this Sauity Alpacmcnt  upon tbc happening  of any of the
f~~armnditicosprovidcdtbatDebtorshallfailtoeurroamcwithiahmaty(20)daysafferwritten
not*cbySmredPartyto~scaingforththccvcntor~~whieh~cxccptthatinthecvcntof
a default arising out of failure to maka  paymnts  dot Secured  Party, Debtor sbaU  have only five (5) days for
corativeaction&rwittcanc4iccbysecorcdParty.

I. Ddkdtinthcpc?famanu of any agimwat or obligation of Debta  arising u&r this
Securi~A~tatbeRomissolyNote-~infav~ofSsnrrdPartybyDtbtor.

2. Any warranty,  reprcswtation  a statematm& in this Security  Agnmrmt  or made
oriiunishedtoSaxrcdPartyin connaxion  with this Security Agrrcmcnt  proves to have beeo false io any
tMtaialrcspeuwhalmadeafutnishcd

3 .  Lcvya=vaaacbmmt,  exemtion  OT otk proms which  crates  an encumbrance
agaiPstallasubstanti~alloftbcassasofDcbtaa~ttbcCo~.

4. A. l%c  dissolutial  of tbc company.
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B. The filing by the Debta a Company of a voluntary petition under any chapter
of the Fukral  Bankruptcy Code 01  auy other Federal or State Debtotis  Relief
Act.

C. Debtor or the Company is gratttai a discharge in bankruptcy, makes an
assignment for the benefit of creditors, Q applies for or consents to the
appointment of a raeiva or @ustee  with  respect to any of its assets.

D . A receiver or trustee is appointed oc  an attachat  a execution levied with
rspsptoanysu~~oftbeusctsofDcbtororthcCompanyandtbc
appomInxnt is not vacated or tk attxbmmt  or cxoxtion is cot released
within sixty (60) days thumtk.

5 . Tmsfu of all Q substantiaUy all of the aucts  of the Company in a single uansaction
ascriesof lzanswiooJ.

Issue of any securities by the Company for ccmsid.eration other than wh or property

lv. REMEDIES



ao&im  or thing incident thereto  and all  prerequisites of such sale or other action or of any  fact. condition or
& indent  beto shall be presumed conclusively to have been pufomed  or to have cxxumd.

(b) AU rights to marshaIling  of assets  of Debtor,  iacluding any such right with respect  to the
couatcral,  arc hmby waived  by Dc-bta.

V. GENERAL
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Printed Name  and Titk [iappticabk]

SECURED PARTY:

Fviatcd Nama  ad Titk [i applicabk]
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SCHEDULE A

Stocktlolder  Liit

[To COME]
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INFORMATIONAL ITEMS 
 
 
1. U. T. Health Science Center - San Antonio:  Status Report 

on Funding for Research Building in Texas Research 
 Park.--At the conclusion of the Health Affairs Committee 

meeting, Committee Chairman Loeffler reported that the 
community effort to raise funding commitments for a new  

 Research Building at The University of Texas Health 
Science Center at San Antonio, to be known as the South 
Texas Centers for Biology in Medicine located in the 
Texas Research Park, has achieved its original goal of 
$12 million in gifts and pledges.  The effort was chaired 
by former Governor Dolph Briscoe (who made a major per-
sonal contribution) and significant commitments were 
secured from many leading individuals and businesses in 
San Antonio, including USAA, SBC Foundation, the Zachry 
Foundation, Mr. Red McCombs, and former Regent Sam  

 Barshop.  These donations currently total $12,010,000  
 and include 32 businesses, foundations, and individuals. 
 
 In addition, it was reported that preliminary approval 

has been granted by the National Institutes of Health for 
a matching grant in the approximate amount of $1 million 
to fund a portion of the construction of the facility.  
These funds, together with the $6 million in Permanent 
University Fund Bond Proceeds allocated by the U. T. 
Board of Regents to match the community gifts, will 
assure that the project can move forward. 

 
 
2. U. T. Medical Branch - Galveston:  Announcement of 

Retirement of President Thomas N. James Effective Septem-
ber 1, 1997.--Committee Chairman Loeffler reported that 
Thomas N. James, M.D., has indicated his intent to retire 
from the presidency of The University of Texas Medical 
Branch at Galveston effective September 1, 1997.  He 
noted that Dr. James' ten-year tenure at the U. T. Medi-
cal Branch - Galveston has been distinguished by sizable 
increases in research activities and expenditures, expan-
sion and diversification of patient-care services, and 
the initiation of a number of innovative programs in 
health science education that are now recognized as 
international models of excellence.  Mr. Loeffler pointed 
out that Dr. and Mrs. James have made numerous contribu-
tions to the quality of life in the City of Galveston and 
both are held in high esteem by city leaders as well as 
the University community.   
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 In closing, Mr. Loeffler noted that it will be the 
Board's good fortune to have Dr. James remain on the 
faculty at U. T. Medical Branch - Galveston to continue 
his teaching, research, and clinical activities and 
expressed appreciation for all that President James has 
done on behalf of that institution and The University of 
Texas System. 
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REPORT AND RECOMMENDATIONS OF THE FACILITIES PLANNING AND 
CONSTRUCTION COMMITTEE (Pages 241 - 259).--Committee Chairman 
Temple reported that the Facilities Planning and Construction 
Committee had met in open session to consider those matters 
on its agenda and to formulate recommendations for the U. T. 
Board of Regents.  Unless otherwise indicated, all actions 
set forth in the Minute Orders which follow were recommended 
by the Facilities Planning and Construction Committee and 
approved in open session and without objection by the U. T. 
Board of Regents: 
 
 
1. U. T. Board of Regents - Regents' Rules and Regulations, 

Part One:  Amendments to Chapter VIII, Section 1 (Naming 
of Buildings and Other Facilities).--Committee Chairman 
Temple called on Regent Lebermann, Chairman of The Uni-
versity of Texas System Process Review Committee, to 
summarize the proposed changes to the Regents' Rules and 
Regulations related to the naming of buildings and other 
facilities within the U. T. System. 

 
 Regent Lebermann reported that following an extensive 

review of the policies for the naming of buildings and 
other facilities at numerous universities in the United 
States and a review of existing institutional policies 
within the U. T. System, it was determined that the 
current Section 1 of Chapter VIII of Part One of the 
Regents' Rules and Regulations should be deleted in its 
entirety and a new Section 1 developed accordingly.  
Mr. Lebermann emphasized that the recommended amendments 
provided a framework within which each of the components 
could develop operational policies appropriate to the 
needs and resources of that campus. 

 
 Upon recommendation of the U. T. System Process Review 

Committee and the Business Affairs and Audit Committee,  
the Board amended the Regents' Rules and Regulations, 
Part One, Chapter VIII by deleting present Section 1, 
relating to the naming of buildings and other facilities, 
in its entirety and substituting the following in lieu 
thereof: 

 
 Sec. 1. Naming of Buildings and Other Facilities. 
 
  1.1 The naming of buildings and other facilities, 

such as laboratories, classrooms, seminar 
rooms, auditoria, concert halls, clinics, and 
patient rooms of the U. T. System and its 
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   component institutions, whether for an 
individual or with a functional or historical 
designation, is the prerogative and 
responsibility of the Board of Regents and can 
be initiated by the Board when circumstances 
warrant.  When recommendations for naming of 
buildings or other facilities originate at 
other than the level of the Board, such 
recommendations shall be forwarded to the Board 
of Regents with recommendations of the 
Chancellor, appropriate Executive Vice 
Chancellor, and appropriate chief 
administrative officer, accompanied by reasons 
for the recommendation, and campus 
consultations where appropriate.  
Recommendations for naming of buildings require 
Board of Regents' approval via the agenda.  
Recommendations for naming of other facilities 
shall be submitted for Regental approval via 
the docket. 

 
  1.2 Buildings and other facilities may be named to 

memorialize or otherwise recognize substantial 
gifts and significant donors, individuals 
designated by donors, or individuals who have 
made exemplary or meritorious contributions to 
the System, component institution, or society. 
Such designation may be for a single gift, 
multiple gifts over time, or for a combination 
of gifts and other contributions. 

 
  1.3 Each component institution will develop 

guidelines for what constitutes substantial and 
significant donations to warrant a building 
name.  These guidelines may vary from campus to 
campus and sometimes within a campus dependent 
upon the nature and purpose of the building or 
other factors.  Institutional donor guidelines 
are subject to prior administrative review and 
approval procedures for inclusion in the 
institutional Handbook of Operating Procedures. 
Exceptions to any approved guidelines are 
subject to the same approval process. 
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  1.4 The naming of buildings and other facilities in 
honor of campus administrative officials, 
faculty, or staff or elected or appointed 
public officials shall normally occur only 
after the campus employment or public service 
has concluded. 

 
  1.5 When the naming of buildings or other 

facilities is contemplated as part of a special 
private-fund development campaign, that 
campaign, the buildings to be named, and the 
associated private-fund contributions to be 
sought shall have prior approval of the 
appropriate Executive Vice Chancellor, the 
Chancellor, and the Board as required in Part 
One, Chapter VII, Section 2, Subdivision 2.44 
of the Regents' Rules and Regulations. 
Recommendations by the Chancellor, appropriate 
Executive Vice Chancellor, and chief 
administrative officer regarding the naming of 
each building or facility included in a fund 
development campaign shall be submitted to the 
Board of Regents for approval as set forth in 
Subsection 1.1 above. 

 
  1.6 The Chancellor will arrange for the Board of 

Regents to be briefed periodically by component 
chief administrative officers and System 
administrative officials via the annual budget 
process or other appropriate forum regarding 
buildings to be named and the private-fund 
contributions to be sought.  Unexpected naming 
opportunities not covered in such briefings 
should be reviewed with the Board via regular 
Board of Regents' briefings.  No commitment 
regarding the naming of a building or facility 
is to be made prior to the briefings and 
approvals required by this Section. 
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2. U. T. System and U. T. Austin - Darrell K Royal - 
Texas Memorial Stadium Renovations:  Approval to Com-
bine Funding Sources to Achieve the Least Cost Financing 
for (a) West Side Addition and Renovation, (b) East Side 
Renovation and Sky Boxes, (c) Neuhaus/Royal Athletic 
Center, (d) Combined Track/Soccer Stadium with Parking 
Garage, and (e) Lowering of Existing Football Field.-- 

 Upon recommendation of the Facilities Planning and Con-
struction Committee, approval was given to combine 
previously approved funding sources to achieve the 
least cost financing for the following projects, which 
are included in the FY 1996-2001 Capital Improvement 
Program and are related to the Darrell K Royal - Texas 
Memorial Stadium Renovations, at The University of Texas 
at Austin:   

 
 a. West Side Addition and Renovation  
 
 b. East Side Renovation and Sky Boxes  
 
 c. Neuhaus/Royal Athletic Center  
 
 d. Combined Track/Soccer Stadium with Parking Garage 
 
 e. Lowering of Existing Football Field.   
 
 These projects will be funded with gifts, auxiliary 

enterprise fund balances, and revenue bond proceeds.  
The revenue bonds to be used to finance the projects 
will primarily be issued on a tax-exempt basis and, when 
necessary, a more expensive taxable basis.  The taxable 
debt issuance authority is needed to fund additions and 
renovations that are to be used for nongovernmental 
purposes.  Tax counsel has recommended that to minimize 
and delay the issuance of taxable debt, all of the proj-
ects be combined for funding purposes.  At the time that 
preliminary plans and funding sources are approved by 
the U. T. Board of Regents, the funding sources will be 
combined into the single financing pool with the other 
identified Memorial Stadium projects.   

 
 The Chancellor is delegated the authority to determine 

at the time of construction payments which funding source 
will result in the lowest cost of financing. 
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3. U. T. Arlington:  Amendment of U. T. System FY 1996-2001 
Capital Improvement Program (CIP) to (a) Delete the 
Student Services/Registration Building Project, (b) Add 
Renovation of Finance and Administration Annex Project, 
and (c) Add Roof Replacement Project; Authorization 
for Projects; Submission of Projects to the Coordi-
nating Board; and Reallocation of Permanent University 
Fund (PUF) Bond Special Program Funds for the (a) Reno-
vation of Finance and Administration Annex Project, 
(b) Roof Replacement Project, (c) ADA Compliance Proj-
ect, and (d) Asbestos Abatement Project.--The Facilities 
Planning and Construction Committee recommended and the 
Board: 

 
 a. Amended The University of Texas System  
  FY 1996-2001 Capital Improvement Program (CIP)  
  with respect to the following projects at  
  The University of Texas at Arlington by: 
 
  1. Deleting the Student Services/ 
   Registration Building project   
 
  2. Adding Renovation of Finance and 

Administration Annex project 
 
  3. Adding Roof Replacement project 
 
 b. Authorized the Renovation of Finance and 

Administration Annex project to be com-
pleted under the management of U. T. 
Arlington Administration at a total project 
cost of $895,375 to be funded from $750,375 
in PUF Bond Special Program funds and 
$145,000 in Plant Funds and authorized sub-
mission of the project to the Texas Higher 
Education Coordinating Board for approval 

 
 c. Authorized the Roof Replacement project to 

be completed under the management of U. T. 
Arlington Administration at a total project 
cost of $1,105,330 to be funded from 
$864,465 in PUF Bond Special Program funds 
allocated in the 1997 Operating Budget and 
authorized submission of the project to the 
Texas Higher Education Coordinating Board 
for approval 
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 d. Reallocated Permanent University Fund (PUF) 
Bond Special Program funds from the deleted 
Student Services/Registration Building project 
to the following projects at U. T. Arlington: 

 
  1. Renovation of Finance and 
   Administration Annex   $  750,375 
 
  2. Roof Replacement       864,465 
 
  3. ADA Compliance        878,125 
 
  4. Asbestos Abatement       363,130 
 
   TOTAL      $2,856,095 
 
 In February 1996, the U. T. System FY 1996-2001 CIP was 

amended to include a Student Services/Registration Build-
ing project at an estimated project cost of $2,856,095.  
Since that time, U. T. Arlington has acquired the Watson 
Building, which is to be named the Finance and Adminis-
tration Annex.  The building will provide space for all 
business service operations in one building.  Movement 
of these functions from Davis Hall will release enough 
space to provide the student services that would have 
been incorporated into the new Student Services/ 

 Registration Building.  By avoiding construction of the 
Student Services/Registration Building, allocated funds 
can be used for other projects.   

 
 The Roof Replacement project expands on renovation 

needs identified in the FY 1997 Library and Equipment, 
Repair and Rehabilitation request.  Funds will be used 
to address roof replacement and waterproofing of the 
Science Building and the Activities Building. 

 
 Additional funds will also be allocated to ongoing 

Americans with Disabilities Act (ADA) compliance activi-
ties.  The need for additional funds is a result of new 
interpretations of ADA regulations by the Texas Depart-
ment of Licensing and Regulations, an inflationary 
adjustment from the original project budget, and addi-
tional architectural and engineering fees related to 
finalizing plans and specifications.  Work will consist 
of alarm and elevator modifications, and additional 
sidewalk repairs. 
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 The balance of the reallocated amount will be used 
to meet identified asbestos abatement requirements in 
several buildings, the utility tunnel distribution sys-
tem, and the crawl space beneath a few older buildings.  
A campus-wide survey of asbestos problems will also be 
completed as a part of the ongoing project.  

 
 Approval of this item amends the FY 1996-2001 Capital 

Improvement Program and the FY 1996-97 Capital Budget 
as noted above. 

 
 
4. U. T. Austin - Renovation and Expansion of Neuhaus/ 
 Royal Athletic Center (Project No. 102-864):  Approval 

of Preliminary Plans; Authorization to Prepare Final 
Plans, Bidding, and Award of Contracts with Management 
by the Office of Facilities Planning and Construction; 
Submission of the Project to the Coordinating Board; 
and Appropriation Therefor.--Following a brief overview 
by President Berdahl, Messrs. Alan R. Bell, William 
Burckhardt, and Richard J. Burnight, representing the 
Project Architect, O'Connell Robertson & Associates, 
Inc., Austin, Texas, presented the preliminary plans for 
the Renovation and Expansion of Neuhaus/Royal Athletic 
Center at The University of Texas at Austin to the Facil-
ities Planning and Construction Committee. 

 
 Upon recommendation of the Facilities Planning and Con-

struction Committee, the Board: 
 
 a. Approved preliminary plans for the Reno-

vation and Expansion of Neuhaus/Royal 
Athletic Center at U. T. Austin at an 
estimated total project cost of $9,200,000 

 
 b. Authorized preparation of final plans, 

bidding, and award of all contracts 
within the authorized total project cost 
with management by the Office of Facili-
ties Planning and Construction 

 
 c. Authorized submission of the project to 

the Texas Higher Education Coordinating 
Board 

 
 d. Appropriated $9,200,000 from Gifts and 

Grants for total project funding. 
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 The renovation and expansion of Neuhaus/Royal Athletic 
Center is designed to expand and develop this multi-use 
facility for use by both the Women's and Men's Intercol-
legiate Athletic programs.  The expanded center will 
accommodate growth in programmatic requirements which 
have occurred since the original structure was built.  
Specific program features include expansion of the Rehab 
training area to handle increased demand, expansion of 
the Equipment/Laundry area to handle a larger number of 
sports, expansion of the Conference/Study areas to accom-
modate increased team and academic study, expansion of 
the Weight Training area to handle new and expanded 
training techniques as well as increased use by Women's 
Athletics, addition of a clinic area to provide sports 
medicine adjacent to the team training, and relocation 
of the football coaching staff facilities from Bellmont 
Hall. 

 
 Approval of this item amends the FY 1996-2001 Capital 

Improvement Program and the FY 1996-97 Capital Budget as 
detailed above.  Funding will be from Gifts and Grants 
from the Men's Athletic Department. 

 
 
5. U. T. Austin - Darrell K Royal - Texas Memorial Stadium 

East Side Renovation and Sky Boxes (Project No. 102-862): 
Approval of Preliminary Plans; Authorization to Prepare 
Final Plans, Bidding, and Award of Contracts with Manage-
ment by the Office of Facilities Planning and Construc-
tion; Submission of the Project to the Coordinating 
Board; Appropriation Therefor; and Approval of Use of 
Revenue Financing System Parity Debt, Receipt of Certifi-
cate, and Finding of Fact with Regard to Financial Capac-
ity.--Following opening remarks by President Berdahl, 
the preliminary plans for the Darrell K Royal - Texas 
Memorial Stadium East Side Renovation and Sky Boxes 
at The University of Texas at Austin were presented to 
the Facilities Planning and Construction Committee by 
Mr. Michael A. Holleman, representing the Project Archi-
tect, Heery International, Inc., Atlanta, Georgia. 

 
 The Board, upon recommendation of the Facilities Planning 

and Construction Committee: 
 
 a. Approved preliminary plans for the 

Darrell K Royal - Texas Memorial Stadium 
East Side Renovation and Sky Boxes at 
U. T. Austin at an estimated total proj-
ect cost of $36,200,000 
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 b. Authorized preparation of final plans, 
bidding, and award of all contracts 
within the authorized total project 
cost with management by the Office of 
Facilities Planning and Construction 

 
 c. Authorized submission of the project to 

the Texas Higher Education Coordinating 
Board 

 
 d. Appropriated $32,000,000 from Revenue 

Financing System Bond Proceeds and 
$4,200,000 from Gifts and Grants. 

 
 In compliance with Section 5 of the Amended and Restated 

Master Resolution Establishing The University of Texas 
System Revenue Financing System, adopted by the U. T. 
Board of Regents on February 14, 1991, and amended on 
October 8, 1993, and upon delivery of the Certificate of 
an Authorized Representative as set out on Page 251, the 
Board resolved that: 

 
 a. Parity Debt shall be issued to pay the 

project's cost including any project costs 
paid prior to the issuance of such Parity 
Debt 

 
 b. Sufficient funds will be available to meet 

the financial obligations of the U. T. 
System including sufficient Pledged Reve-
nues as defined in the Master Resolution 
to satisfy the Annual Debt Service 
Requirements of the Financing System and 
to meet all financial obligations of the 
U. T. Board of Regents relating to the 
Financing System 

 
 c. U. T. Austin, which is a "Member" as such 

term is used in the Master Resolution, 
possesses the financial capacity to 
satisfy its Direct Obligation as defined 
in the Master Resolution relating to the 
issuance by the U. T. Board of Regents 
of Parity Debt for the Darrell K Royal - 
Texas Memorial Stadium East Side 
Renovation and Sky Boxes in the amount 
of $32,000,000 
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 d. This resolution satisfies the official 
intent requirements set forth in Sec-
tion 1.150-2 of the U. S. Treasury Regu-
lations. 

 
 The FY 1996-2001 Capital Improvement Program (CIP) was 

adopted by the U. T. Board of Regents in August 1995, and 
amended in February 1996, to include a project for Memo-
rial Stadium East Side Renovation and Sky Boxes at U. T. 
Austin at an estimated preliminary total project cost 
of $32,000,000.   

 
 The repair and renovation of the existing East Grandstand 

structure includes improved mechanical, electrical, and 
plumbing systems which support enhanced stadium facili-
ties and services planned for the public concourses and 
circulation areas.   

 
 The second element of the project involves construction 

of two levels of sky boxes containing approximately 
52 sixteen-seat suites and an upper deck which will 
provide approximately 5,200 additional seats. 

 
 The total cost for this project has increased from the 

preliminary estimates as a result of several factors 
including (a) costs associated with the relocation and 
upgrade of a major electrical and telecommunication duct 
bank, (b) the creation of additional space for conces-
sions and retail activity, (c) club seating and associ-
ated club lounge areas, and (d) establishment of a formal 
plaza space to recognize donors to the athletic program. 

 
 Approval of this item amends the FY 1996-2001 Capital 

Improvement Program and the FY 1996-97 Capital Budget 
as noted above.  Funding will be from Revenue Financing 
System Bond Proceeds amortized as detailed in the Capital 
Improvement Program as well as from Gifts and Grants from 
the Men's Athletic Department. 

 
 
 
 
 
 
 
 



PARITY DEBT CERTIFICATE OF U. T. SYSTEM REPRESENTATIVE

I, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas System, a U. T. System representative
under the Amended and Restated Master Resolution Establishing
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and amended on
October 8, 1993 (the “Master Resolution"), do hereby execute
this certificate for the benefit of the U. T. Board of Regents
pursuant to Section 5 (a) (ii) of the Master Resolution in
connection with the authorization by the U. T. Board of
Regents to issue "Parity Debt"  pursuant to the Master
Resolution to finance the construction cost of the Darrell K
Royal-Texas Memorial Stadium East Side Renovation and Sky
Boxes project at U. T. Austin, and do certify that to the best
of my knowledge, the U. T. Board of Regents is in compliance
with all covenants contained in the Master Resolution, First
Supplemental Resolution Establishing an Interim Financing
Program, the Second Supplemental Resolution, the Third
Supplemental Resolution, and the Fourth Supplemental
Resolution and is not in default of any of the terms,
provisions, and conditions in said Master Resolution, First
Supplemental Resolution, Second Supplemental Resolution, Third
Supplemental Resolution, and Fourth Supplemental Resolution as
amended.

EXECUTED this /d " day of , 1996

OIRW
Assistant Vice Chancellor for Finance
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6. U. T. Pan American - Library Addition (Project 
 No. 901-871):  Approval of Preliminary Plans; Autho-

rization to Prepare Final Plans, Bidding, and Award of 
Contracts with Management by the Office of Facilities 
Planning and Construction; Submission of the Project 
to the Coordinating Board; and Appropriation Therefor.-- 
The preliminary plans for the Library Addition at The 
University of Texas - Pan American were presented to 
the Facilities Planning and Construction Committee 
by Mr. J. Tom Ashley, III, representing the Project 
Architect, Ashley Humphries & Sanchez Architects, 
McAllen, Texas. 

 
 Based on this presentation, the Board, upon recommenda-

tion of the Facilities Planning and Construction Commit-
tee: 

 
 a. Approved preliminary plans for the Library 

Addition at U. T. Pan American at an esti-
mated total project cost of $7,400,000 

 
 b. Authorized preparation of final plans, 

bidding, and award of all contracts 
within the authorized total project cost 
with management by the Office of Facili-
ties Planning and Construction 

 
 c. Authorized submission of the project to 

the Texas Higher Education Coordinating 
Board 

 
 d. Appropriated $5,000,000 from Unexpended 

Plant Funds and $2,400,000 from Higher 
Education Assistance Funds for total 
project funding of $7,400,000. 

 
 The original library facility, which was opened in the 

1977-78 academic year, has undergone only minor internal 
modification since that time.  The addition to the 
library will provide new space to house the library's 
rapidly growing collection of circulating monographs, 
library technical services functions, study areas for 
library users, and two classrooms to be utilized for 
teaching library patrons about the use of information. 
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 Renovations to space in the existing library building 
released by the relocation of the functions noted above 
will permit the expansion of periodicals, microforms, 
special collections, and other important library formats. 
These renovations will also address Americans with Dis-
abilities Act requirements. 

 
 This project is included in the FY 1996-2001 Capital 

Improvement Program and the FY 1996-97 Capital Budget 
at a total project cost of $7,400,000 with funding from 
Unexpended Plant Funds and Higher Education Assistance 
Funds. 

 
 
7. U. T. San Antonio:  Amendment of the FY 1996-2001 Capital 

Improvement Program to Change the Title of the Renovation 
- Science Building Project to Campus Renovations Project 
and Increase Total Project Cost; Reallocation of Funds 
from the Power Distribution - West Campus Project to the 
Downtown Campus; Reallocation of Funds from the ITC 
Thermal Energy Plant Project to the Campus Renovations 
Project; Authorization for the Campus Renovations Proj-
ect; and Appropriation Therefor.--The Facilities Planning 
and Construction Committee recommended and the Board: 

 
 a. Amended the FY 1996-2001 Capital Improve-

ment Program to change the title of the 
Renovation - Science Building project at 
The University of Texas at San Antonio to 
Campus Renovations project and increase 
the total project cost from $1,162,000 
to $2,031,000 

 
 b. Reallocated $767,000 of Permanent Univer-

sity Fund Bond Proceeds - Special Program 
from the Power Distribution - West Campus 
project to the Downtown Building - Phase I 
project at U. T. San Antonio 

 
 c. Reallocated $1,400,000 of Permanent Univer-

sity Fund Bond Proceeds - Special Program 
from the Power Distribution - West Campus 
project to the Downtown Building - Phase II 
project at U. T. San Antonio 
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 d. Reallocated $869,000 of Permanent Univer-
sity Fund Bond Proceeds - Special Program 
from the ITC Thermal Energy Plant project 
to the Campus Renovations project at U. T. 
San Antonio 

 
 e. Authorized the Campus Renovations project 

and appropriated $2,031,000 in Permanent 
University Fund Bond Proceeds - Special 
Program for total project funding with 
$1,162,000 provided by the original Reno-
vation - Science Building project and 
$869,000 reallocated from the ITC Thermal 
Energy Plant project. 

 
 The additional funds for the Downtown Campus buildings 

will provide for upgraded student computing facilities 
and support U. T. San Antonio's goal of making informa-
tion technology increasingly available to all students, 
faculty, and staff.  Specific items will include inte-
grated teaching classrooms, distance learning facilities, 
student computer labs, security systems, integrated 
teaching stations, as well as lab facilities for science, 
science education, and foreign languages. 

 
 The Campus Renovations project will consist of four to 

five small projects designed to renovate space in various 
existing buildings and will increase the space available 
for classroom, lab, and research activities.  Included in 
these projects is the renovation of the Science Building 
as provided in the current Capital Improvement Program.  
The cost of the individual renovation projects will be 
less than $600,000 and each will be managed by U. T. San 
Antonio. 

 
 The Power Distribution - West Campus and ITC Thermal 

Energy Plant projects will be completed by U. T. San 
Antonio at a later date using different fund sources.  
These projects are undergoing review as to how they will 
best fit into the overall institutional strategic plan 
and will be returned to the U. T. Board of Regents for 
the necessary approval at the appropriate time. 

 
 Approval of this item amends the FY 1996-2001 Capital 

Improvement Program as noted above. 
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8. U. T. San Antonio - Downtown Building - Phase I (Project 
No. 401-818) and Downtown Building - Phase II (Project 
No. 401-855):  Approval to Name Phase I as the UTSA 
Downtown Campus - Frio Street Building and Phase II 
as the UTSA Downtown Campus - Buena Vista Street Building 
(Regents' Rules and Regulations, Part One, Chapter VIII, 
Section 1, Subsection 1.1, Naming of Buildings) and 
Approval of Plaque Inscriptions.--In order to more easily 
reference the Downtown Buildings at The University of 
Texas at San Antonio for the convenience of visitors, 
faculty, staff, and students, the Board, upon recommen-
dation of the Facilities Planning and Construction Com-
mittee: 

 
 a. Approved redesignation of the U. T. 

San Antonio Downtown Building - Phase I 
as the UTSA Downtown Campus - Frio Street 
Building pursuant to the Regents' Rules 
and Regulations, Part One, Chapter VIII, 
Section 1, Subsection 1.1 relating to 
naming of buildings 

 
 b. Approved redesignation of the U. T. San 

Antonio Downtown Building - Phase II as 
the UTSA Downtown Campus - Buena Vista 
Street Building pursuant to the Regents' 
Rules and Regulations, Part One, Chap-
ter VIII, Section 1, Subsection 1.1 
relating to naming of buildings 

 
 c. Approved the inscriptions set out on  
  Page 256 for a plaque to be placed on each 

of the buildings in keeping with the stan-
dard pattern approved by the U. T. Board 
of Regents in June 1979. 
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 UTSA DOWNTOWN CAMPUS 
 FRIO STREET BUILDING 
 1996 
 
   BOARD OF REGENTS 
 
Bernard Rapoport    William H. Cunningham 
 Chairman       Chancellor, The University 
Thomas O. Hicks     of Texas System 
 Vice-Chairman     Samuel A. Kirkpatrick 
Martha E. Smiley     President, The University 
 Vice-Chairman      of Texas at San Antonio 
Linnet F. Deily 
Donald L. Evans    Humberto Saldana &  
Zan W. Holmes, Jr.     Associates, Inc. 
Lowell H. Lebermann, Jr.    Project Architect 
Tom Loeffler     SpawGlass Contractors, Inc. 
Ellen Clarke Temple     Contractor 
 
 
 
 
 UTSA DOWNTOWN CAMPUS 
 BUENA VISTA STREET BUILDING 
 1996 
 
   BOARD OF REGENTS 
 
Bernard Rapoport    William H. Cunningham 
 Chairman       Chancellor, The University 
Thomas O. Hicks     of Texas System 
 Vice-Chairman     Samuel A. Kirkpatrick 
Martha E. Smiley     President, The University 
 Vice-Chairman      of Texas at San Antonio 
Linnet F. Deily 
Donald L. Evans    Saldana & Associates, Inc. 
Zan W. Holmes, Jr.    Kell Munoz Wigodsky, Inc. 
Lowell H. Lebermann, Jr.    A Joint Venture, Project 
Tom Loeffler      Architect 
Ellen Clarke Temple    SpawGlass Contractors, Inc. 
        Contractor 
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9. U. T. M.D. Anderson Cancer Center - Combined Backfill 
Renovations - Phase I, Stage 1, and Breast Center: 

 Authorization for Project; Approval to Prepare Final 
Plans, Bidding, and Award of Contracts with Management 
by U. T. M.D. Anderson Cancer Center Administration 
and the Office of Facilities Planning and Construction; 
Submission of the Project to the Coordinating Board; and 
Appropriation Therefor.--The Board, upon recommendation 
of the Facilities Planning and Construction Committee: 

 
 a. Authorized a project titled Combined Back-

fill Renovations - Phase I, Stage 1, at 
The University of Texas M.D. Anderson 
Cancer Center at a total project cost 
of $13,588,000, which includes the 
Breast Center at an estimated project 
cost of $1,293,000 

 
 b. Authorized preparation of final plans, 

bidding, and award of all contracts 
associated with the Combined Backfill 
Renovations - Phase I, Stage 1, with 
management of projects below $600,000 
by the U. T. M.D. Anderson Cancer Center 
Administration and management of projects 
exceeding $600,000, as well as the overall 
project budget and contracting process, 
by the Office of Facilities Planning and 
Construction 

 
 c. Authorized preparation of final plans, 

bidding, and award of all contracts 
associated with the Breast Center with 
management by the U. T. M.D. Anderson 
Cancer Center Administration 

 
 d. Authorized submission of these projects 

to the Texas Higher Education Coordinating 
Board 

 
 e. Appropriated $13,588,000 of Educational 

and General Funds to the Combined Backfill 
Renovations - Phase I, Stage 1, project 
for total project funding, which includes 
the Breast Center at an estimated cost 
of $1,293,000. 
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 The Combined Backfill Renovations - Phase I, Stage 1, 
project at the U. T. M.D. Anderson Cancer Center consists 
of renovation of spaces in existing buildings that have 
been or will be vacated as a result of previous occupants 
moving into the Clinic Services Facility of the Bertner 
Patient Care Tower.  The renovations included in Phase I 
are those that will have a high impact on patient-care 
quality and capacity or will directly support the new 
construction designed to improve support service effi-
ciencies. 

 
 The specific elements of the first phase of the project 

are: 
 
 • Completion of the Majority of the Disease Site 

Clinics   
 
 • Completion of the Ambulatory Care Core Areas   
 
 • Completion of Medical Records 
 
 • Development of New Patient Services   
 
 • Development of Operating Room (OR) Support   
 
  This project, which will be completed in five 

phases beginning November 1996 and ending 
September 1998, will involve an estimated 
154,808 gross square feet within four exist-
ing buildings:  Clark Clinic, Anderson East 
and West, the Anderson Center, and Gimbel.  
The work has an estimated total project cost 
of $13,588,000, approximately $88 per square 
foot.   

 
 • Development of the Breast Center.   
 
 Both the Stage 1 and Breast Center projects are included 

in the FY 1996-2001 Capital Improvement Program and the 
FY 1996-1997 Capital Budget as a part of the Combined 
Backfill Renovations - Phase I project which has a pre-
liminary total project cost of $23,500,000 to be funded 
from Educational and General Funds. 
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 * * * * * 
 
 
 
At the conclusion of the Facilities Planning and Construction 
Committee meeting, Committee Chairman Temple reported that 
since the last regular meeting the Chancellor had approved 
two (2) general construction contracts which included a  
25.1% participation by Historically Underutilized Businesses, 
6.0% by women-owned firms and 19.1% by minority-owned firms.  
In addition, five (5) architect/engineer contracts have 
been awarded since the last meeting and these indicate a  
55.1% participation by Historically Underutilized Businesses, 
4.0% by women-owned firms and 51.1% by minority-owned firms. 
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RECONVENE.--At 4:00 p.m., the Board reconvened as a committee 
of the whole to consider those items remaining on the agenda. 
 
 
 
 
 REPORT OF SPECIAL COMMITTEE 
 
 
U. T. Board of Regents:  Report of Special Committee on Minor-
ities and Women and Approval of Amendments to the Regents' 
Rules and Regulations, Part One, Chapter III, Section 6, Sub- 
section 6.2, Subdivision 6.24 to Provide for the Extension of 
the Tenure-Track Probationary Period Under Certain Limited 
Circumstances.--At the request of Chairman Rapoport, Regent 
Holmes, Chairman of the Special Committee on Minorities and 
Women, submitted the following report on behalf of that 
Committee:   
 
 
 Report 
 
 
 The Special Committee on Minorities and Women, com-

posed of Regents Smiley, Evans, and myself with 
Chairman Rapoport as an ex officio member, held a 
briefing session on October 8, 1996, in Austin.   

 We were joined in that session by Chancellor  
 Cunningham, Executive Vice Chancellors Duncan and  
 Burck, Vice Chancellor Perry, and several System  
 administrators who have been serving as staff to  
 the Committee. 
 
 The briefing session concerned two areas of special 

interest to the Committee. 
 
 The first area of interest related to a working draft 
 of a salary study for component institutions of The 

University of Texas System.  The draft includes a  
 narrative summary, as well as statistical information.  

Each component draft includes a salary comparison,  
 by ethnicity and gender, for executive, administra- 
 tive, and managerial staff, and for tenured, tenure-

track, and nontenured faculty by colleges, schools,  
 and departments.  The data is a salary "snapshot"  
 of the U. T. System taken on April 30, 1996. 
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 The Committee was gratified by the expressions of  
 commitment by U. T. System components to advancing  
 the status of minorities and women.  Programs and  
 activities currently in place at U. T. components  
 which will enhance the numbers and positions of  
 minorities and women at the executive, administra- 
 tive, and managerial levels include some of the  
 following: 
 
 • Searching diligently for qualified minorities  
  and women to serve in higher levels of Uni- 
  versity administration by conducting the  
  broadest possible search efforts 
 
 • Including minorities and women in the employee 

screening process 
 
 • Offering professional development programs  
  designed to assist minorities and women who  
  wish to advance 
 
 • Striving to maintain competitive salaries  
  with the private industry labor market 
 
 • Making salary equity adjustments when possi- 
  ble and appropriate 
 
 • Identifying campus and community factors that  
  negatively or positively affect the recruit- 
  ment of underrepresented staff and, when  
  appropriate, making recommendations or taking  
  action for improvement. 
 
 With regard to faculty, salaries continue to be carefully 

monitored on a regular basis.  Some of the disparities 
which seem to exist between the salaries of males and 
females may be a function of the following: 

 
 • Many white males have been in their positions  
  longer than minorities and women in comparable  
  positions 
 
 • Market rates are different for various academic 

disciplines. 
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 Some of the issues that have an impact on minority and 
female faculty members are outlined as follows: 

 
 • The pipeline for minorities remains almost  
  constant with African-Americans and Hispanics  
  accounting for approximately 5% or less of the 

national total of doctoral, law, and medical  
  degrees awarded each year 
 
 • Demographic issues at some U. T. components,  
  such as inadequate social/cultural life for  
  minorities and lack of ethnic diversity in  
  the area, are a concern 
 
 • Science, engineering, and computer science  
  disciplines do not have a large minority or  
  female representation.  (Nationally, very  
  few minorities receive doctorates in science  
  and engineering.) 
  
 • Engineering and computer science professions  
  pay more in private industry, thereby making  
  it difficult to attract and retain well- 
  qualified minorities and women 
  
 • Some U. T. components compete with institu- 
  tions with stronger national reputations for  
  the limited number of well-qualified minori- 
  ties and women 
 
 • Some faculty in the health components experi- 
  ence apprehension over job security due to  
  the continuing changes in the health-care  
  industry 
 
 • Outstanding minority and female faculty mem- 
  bers have a number of available employment  
  options to consider.   
 
 Although the recruitment, employment, and retention of 

qualified minorities and women is not yet at the level 
throughout the U. T. System where we would like it to  

 be, the draft data reflects encouraging trends and  
 helps to identify areas where additional study and  
 emphasis may be appropriate.  Chancellor Cunningham  
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 has asked the chief administrative officers of each  
 of the component institutions to review the draft  
 information in some detail and to forward comments to 

him.  Additional information will be shared with the 
Committee at its next briefing. 

 
 The second area of interest at our Committee briefing 
 was a status report on the topics which are being 

addressed in the report of the System-wide Committee 
 on the Advancement of Women.  While this Committee  
 was appointed by Chancellor Cunningham and will  
 direct its final report to him, Dr. Cunningham and  
 I have agreed that Vice Provost Patricia Ohlendorf  
 of The University of Texas at Austin, who is Chair  
 of that Committee, should bring a preliminary report  
 to the Board at this time.  Mr. Chairman, following  
 Ms. Ohlendorf's presentation, I will have a motion  
 to suggest for consideration by the Board. 
 
Vice Provost Ohlendorf summarized the activities of the Com- 
mittee on the Advancement of Women and reported that the 
Committee is preparing its report for submission to the Chan-
cellor in the near future.  She noted that the Committee has 
focused on issues which included: 
 
• A review of institutional programs to increase the  
 number of women preparing for academic careers 
 
• An analysis of data regarding salaries for women 
 faculty and administrators 
 
• A monitoring of issues of concern to women in  
 higher education 
 
• The recruitment and retention of qualified women in 
 faculty and senior administrative positions and  
 recommended methods of professional advancement. 
 
Executive Secretary's Note:  Vice Provost Ohlendorf's report  
to the Board was recorded and is on file in the Office of the  
Board of Regents. 
 
Ms. Ohlendorf noted that the U. T. System Committee on the 
Advancement of Women strongly recommends that a policy be 
approved that would allow extension of the maximum probation-
ary period for tenure-track faculty when certain personal cir-
cumstances have the potential to negatively impact a faculty 
member's progress toward a recommendation for the award of 
tenure. 
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Following Ms. Ohlendorf’s presentation and on behalf of the 
Board, Regent Holmes expressed appreciation to her and the 
Committee for their important contribution. 
 
Vice-Chairman Smiley offered her personal thanks to Vice 
Provost Ohlendorf, the Committee on the Advancement of Women, 
and the chief administrative officers for their diligent 
efforts to develop approaches which will advance the funda- 
mental principles of equality and fairness throughout the  
U. T. System. 
 
Regent Holmes then directed the Board's attention to the 
proposed recommendation, which was on yellow paper and which 
was distributed in advance of the meeting, that the Regents' 
Rules and Regulations related to tenure be amended to provide 
for the extension of the tenure-track probationary period 
under certain limited conditions.   
 
Chancellor Cunningham noted that the proposed amendments to 
the Regents' Rules and Regulations had been reviewed by the 
chief administrative officers, and, while there was some con-
cern about the breadth of the reasons for an extension and the 
possibility that such extensions may be perceived as a right 
rather than a privilege, there was general support for the 
authority to establish institutional policies permitting such 
extensions when, in the judgment of the chief academic offi-
cer, they are justified. 
 
Dr. Cunningham pointed out that several of the Committee's 
recommendations that provide suggested detail for institu- 
tional policy are not included in the proposed amendments to 
the Regents' Rules and Regulations.  For example, current 
Regents' Rules and Regulations authorize a "tolling" of the 
maximum probationary period for any year in which the faculty 
member is not in full-time academic service.  Thus, it was not 
necessary to include a portion of the Committee's recommenda-
tion that military service be listed as a reason for exten-
sion.  The recommendation that each department chair or unit 
head be required to provide a copy of institutional policy to 
all faculty annually has been replaced with language that the 
policy will be publicized.  The recommended requirement con-
cerning a specific appeals procedure for denied requests was 
considered best addressed in institutional policy or handled 
through existing appeal procedures. 
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Upon motion of Regent Holmes, seconded by Vice-Chairman Smiley 
and Regent Evans, the Board amended the Regents' Rules and 
Regulations, Part One, Chapter III, Section 6, Subsection 6.2, 
Subdivision 6.24, to provide for the extension of the tenure-
track probationary period under certain limited circumstances, 
to read as set forth below: 
 
Sec. 6. Tenure, Promotion, and Termination of Employment. 
 
  . . . 
 
  6.2 . . . 
 
   6.24 For purposes of calculating the period of 

probationary service, an "academic year" 
shall be the period from September 1 
through the following August 31. 

    6.241 If a faculty member is initially 
appointed during an academic 
year, the period of service from 
the date of appointment until 
the following September 1 shall 
not be counted as academic 
service toward fulfillment of 
the maximum probationary period. 
One year of probationary 
service is accrued by at least 
nine months full-time academic 
service during any academic 

      year.  A faculty member shall be 
considered to be on full-time 
academic service when in full 
compliance with Regental stan-
dards pertaining to minimum fac-
ulty workloads at general 
academic institutions or when in 
compliance with the academic 

      service standard in the Handbook 
of Operating Procedures of any 
health-related institution. 

    6.242 Each component institution with 
tenured faculty will establish 
and appropriately communicate a 
policy for the extension of the 
maximum probationary period and 
include the policy in the  
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      institutional Handbook of 
Operating Procedures following 
the standard review and approval 
process.  In the case of U. T. 
M.D. Anderson Cancer Center, the 
institution may establish a 
policy that allows the extension 
of a term-tenure appointment 
consistent with these guidelines 
and the term-tenure policy. 
Institutional policies are to be 
consistent with the following 
guidelines: 

      (a) A faculty member who 
determines that certain 
personal circumstances may 
impede his or her progress 
toward achieving 
demonstration of 
eligibility for 
recommendation of award of 
tenure may make a written 
request for extension 
specifying the reason(s) 

       for the requested 
extension.  Personal  

       circumstances that may 
justify the extension 

        include, but are not 
       restricted to, disability 

or illness of the faculty 
member; status of the 
faculty member as a 
principal caregiver of a 

       preschool child; or status 
of the faculty member as a 
principal caregiver of a 
disabled, elderly, or ill 
member of the family of the 
faculty member.  It is the 
responsibility of the 
faculty member to provide 
appropriate documentation 
to adequately demonstrate 
why the request should be 
granted. 
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      (b) The request for extension 
shall be limited to one 
academic year.  A request 
for an additional academic 
year's extension will 
follow the established 
request process, with the 
maximum duration of 
extension, whether 
consecutive or 
nonconsecutive, to be two 
academic years. 

      (c) Normally, requests for 
extension must be made in 
advance of the academic 
year or semester for which 
the extension is desired 
and may be made no later 
than three months prior to 
the deadline for initiation 
of the mandatory review 
process to determine 
recommended award of tenure 
or notice as provided under 
Subsection 6.7 of these  

       Rules that the next year  
       will be the faculty 

member's terminal year of 
appointment. 

      (d) The decision regarding the 
request shall be made by 
the chief academic officer 
of the institution, upon 
recommendation of the 
department chair and the 
dean, within a reasonable 
period of time and in a 
manner specified by 
institutional policy. 

 
. . . . 
 
It was noted that, based on the recommendation of President 
Mendelsohn, the amendment makes clear that it could also be 
applicable to the term-tenure faculty at The University of 
Texas M.D. Anderson Cancer Center upon the implementation of 
appropriate institutional policy to extend the maximum length 
of a term-tenure appointment at that institution. 
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SCHEDULED MEETING.--Chairman Rapoport announced that the  
next scheduled meeting of the U. T. Board of Regents  
would be held on February 6, 1997, in Austin, Texas. 
 
 
 
 
ADJOURNMENT.--There being no further business, the meeting  
was adjourned at 4:25 p.m. 
 
 
 
 
 
       /s/ Arthur H. Dilly 
       Executive Secretary  
 
 
 
December 5, 1996 
 




