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 MEETING NO. 897 
 
 
WEDNESDAY, NOVEMBER 13, 1996.--The members of the Board of 
Regents of The University of Texas System convened at  
3:00 p.m. on Wednesday, November 13, 1996, in the Cambridge 
Room of Le Meridien Hotel in Dallas, Texas, with the follow- 
ing in attendance: 
 
 
ATTENDANCE.-- 
 
 Present                        Absent                
 Chairman Rapoport, presiding  *Regent Holmes 
 Vice-Chairman Hicks     
 Vice-Chairman Smiley 
 Regent Deily 
 Regent Evans 
 Regent Lebermann 
 Regent Loeffler 
 Regent Temple 
 
  Executive Secretary Dilly 
 
 Chancellor Cunningham 
 Executive Vice Chancellor Duncan 
 Executive Vice Chancellor Mullins 
 Executive Vice Chancellor Burck 
 
 
Chairman Rapoport announced a quorum present and called the 
meeting to order. 
 
 
RECESS TO EXECUTIVE SESSION.--At 3:03 p.m., Chairman Rapoport 
announced that the Board would recess to convene an Executive 
Session pursuant to Texas Government Code, Chapter 551, Sec- 
tions 551.071, 551.072, 551.073, and 551.074 to consider those 
matters listed on the Executive Session agenda. 
 
 
 
                      
 
*Regent Holmes was excused because of a previous commitment. 
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RECONVENE.--At 6:20 p.m., the Board reconvened in open session 
to consider action on the items that were discussed in Execu- 
tive Session. 
 
 
 
 
 EXECUTIVE SESSION OF THE BOARD OF REGENTS 
 
 
Chairman Rapoport reported that the Board had met in Executive 
Session to discuss matters in accordance with Texas Government 
Code, Chapter 551.  In response to Chairman Rapoport's inquiry 
regarding the wishes of the Board, the following actions were 
taken: 
 
 
1. U. T. Southwestern Medical Center - Dallas, U. T. Health 
Science Center - Houston, and U. T. M.D. Anderson Cancer 
Center:  Settlements of Medical Liability Litigation/ Claim.--
Regent Loeffler reported that the Board heard presentations 
from The University of Texas System Administration officials 
concerning the three medical liability matters listed in the 
agenda.   
 
 Based on these presentations, Regent Loeffler moved that 

the Chancellor and the Office of General Counsel be 
authorized to settle the following medical liability 
matters in accordance with the individual proposals 
presented in Executive Session: 

 
 a. Arising out of The University of Texas  
  Southwestern Medical Center at Dallas  
  the medical liability litigation brought  
  by Jerry Peel and Cathy Peel 
 
 b. On behalf of The University of Texas  
  Health Science Center at Houston the  
  medical liability litigation brought by 
  Don R. Hart and Patricia R. Hart 
 
 c. Arising out of The University of Texas  
  M.D. Anderson Cancer Center the medical  
  liability claim brought by James C.  
  Wang and Ming-in S. Wang. 
 
 Regent Temple seconded the motion which prevailed with-

out objection. 
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2. U. T. Dallas:  Report of the Special Committee on U. T. 
Dallas Lands Regarding the Disposition of Surplus Real 
Property Located in Dallas, Richardson, and Plano, 

 Texas; Authorization for the Real Estate Office to 
Implement the Recommendations of the Special Committee; 
Approval for the Executive Vice Chancellor for Business 
Affairs to Sell Approximately 42.3 Acres of Land in 
Richardson, Collin County, Texas; and Authorization for 
President to Implement a Program to Solicit Donations 

 of Funds to Match Proceeds from the Sale or Lease of 
Surplus Lands.--At the request of Chairman Rapoport,  

 the Board received a report from the Special Committee  
 on The University of Texas at Dallas Lands regarding  
 the disposition of surplus real property located in 
 Dallas, Richardson, and Plano, Texas. 
 
 Upon motion of Vice-Chairman Hicks, seconded by Regent 

Temple, the Board:  
 
 a. Authorized The University of Texas System  
  Real Estate Office in cooperation with  
  President Jenifer to implement the recom- 
  mendations of the Special Committee on  
  U. T. Dallas Lands in accordance with the  
  parameters outlined in Executive Session  
  with the understanding that each sale or  
  lease will be processed according to the  
  applicable Regental Rules and guidelines 
 
 b. Authorized the Executive Vice Chancellor  
  for Business Affairs or his delegate to  
  take all steps necessary to sell approxi- 
  mately 42.3 acres of land in Richardson,  
  Collin County, Texas, according to the  
  parameters outlined in Executive Session  
  following approval by the Executive Vice  
  Chancellor for Academic Affairs and the  
  Office of General Counsel 
 
 c. Authorized the President of U. T. Dallas  
  to develop and implement a program to  
  solicit donations of funds to match the  
  proceeds from the sale or lease of the  
  surplus lands with the goals of leverag- 
  ing the income from the existing endow- 
  ments and providing funding for programs  
  which are not currently covered by the  
  existing endowments. 
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 On behalf of the Board, Chairman Rapoport expressed 
appreciation to Mr. Jess Hay, Chairman of the Special 
Committee on U. T. Dallas Lands, for his wise counsel 

 and leadership of this Committee. 
 
 
3. U. T. Southwestern Medical Center - Dallas:  Authori- 

zation for the Executive Vice Chancellor for Business 
Affairs to Enter into a Contract to Purchase Approxi- 
mately 58.332 Acres of Land in Two Tracts Out of 

 Exchange Park, Dallas, Dallas County, Texas.--Regent 
Deily moved that the Executive Vice Chancellor for 
Business Affairs or his delegate be authorized to  

 take all steps necessary to enter into a contract to 
 purchase approximately 58.332 acres of land in two 
 tracts out of Exchange Park in Dallas, Dallas County, 

Texas, on behalf of The University of Texas South- 
 western Medical Center at Dallas according to the 

parameters outlined in Executive Session following 
approval by the Executive Vice Chancellor for Health 
Affairs, the Office of General Counsel, and final  

 review by the U. T. Board of Regents at the Febru- 
 ary 1997 meeting.  
 
 Regent Temple seconded the motion which carried by  
 unanimous vote. 
 
 
4. U. T. Medical Branch - Galveston:  Authorization for the 

Executive Vice Chancellor for Business Affairs to 
Purchase Real Property Located in Block 676 East of 

 the 1700 Strand Building and in Blocks 426 and 427 
 South of the Rebecca Sealy Hospital in Galveston, 

Galveston County, Texas, Including Authorization to 
Execute All Documents Related Thereto.--Upon motion  

 of Regent Temple, seconded by Vice-Chairman Hicks,  
 the Board authorized the Executive Vice Chancellor  
 for Business Affairs or his delegate on behalf of The 

University of Texas Medical Branch at Galveston to  
 take all steps necessary to acquire by purchase, gift,  
 or exchange, all remaining land in Block 676 East of  
 the 1700 Strand Building and in Blocks 426 and 427  
 South of the Rebecca Sealy Hospital in Galveston, 

Galveston County, Texas, according to the parameters 
outlined in Executive Session following approval by  

 the Executive Vice Chancellor for Health Affairs and  
 the Office of General Counsel. 
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5. U. T. Permian Basin:  Consideration of Recommendation 
 of Hearing Tribunal Regarding Termination of Tenured 

Faculty Member (Withdrawn).--Chairman Rapoport reported  
 that the item related to a possible faculty termination 

at The University of Texas of the Permian Basin had  
 been withdrawn from consideration and would be before  
 the Board at a later date. 
 
 
6. U. T. San Antonio:  Promotion of Dr. Betty Travis to 
 the Rank of Professor Effective November 1, 1996, Pur- 

suant to Order of the U. S. Court of Appeals for the 
 Fifth Circuit in Pending Litigation.--To comply with  
 the Order of the U. S. Court of Appeals for the Fifth 

Circuit dated November 1, 1996, and the injunctive  
 relief ordered by the U. S. District Court for the 

Western District of Texas in the pending lawsuit styled 
Betty Travis vs. Board of Regents of The University of 
Texas System, et al, Vice-Chairman Hicks moved that  

 Dr. Betty Travis, an associate professor with tenure  
 at The University of Texas at San Antonio, be promoted 

effective November 1, 1996, to the rank of professor  
 and that President Kirkpatrick be authorized to take  
 all necessary administrative steps to effect the pro- 

motion, including an academic rate adjustment commen- 
surate with similar promotions for Fiscal Year 1997. 

 
 Vice-Chairman Hicks further moved that the promotion  
 and the salary adjustment authorized today (Novem- 
 ber 13, 1996) be rescinded, without need for further 

Board action, if the Order of the District Court 
directing the Board to promote Dr. Travis is reversed, 
vacated or otherwise modified on appeal. 

 
Regent Evans seconded the motions which carried without 
objection. 
 
 
7. U. T. System:  Approval for the Chancellor to Increase 

Salaries of Certain Executive Officers and Authorization 
to Increase Salary of Chancellor William H. Cunningham 
Effective November 1, 1996.--Regent Evans reported that 
during budget considerations in August 1996, the Board 
elected to freeze the salaries of certain Executive  

 Officers of The University of Texas System pending fur- 
 ther review.  Regent Evans noted that review has now  
 been completed and moved that effective November 1, 1996,  
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 the Chancellor be authorized to increase those salaries 
which were frozen by not more than 3.5% with those  

 salaries to be reported in the Docket per the usual 
budgetary procedures. 

 
 Regent Evans further moved that effective Novem- 
 ber 1, 1996, the annual salary rate for Chancellor 

William H. Cunningham be increased to $301,000. 
 
 Regent Temple seconded the motions which prevailed by  
 unanimous vote. 
 
 
 
 
RECESS.--At 6:30 p.m., the Board recessed to reconvene in open 
session at 9:30 a.m. on Thursday, November 14, 1996, in  
Room NA8.102 of the Hamon Biomedical Research Building at The 
University of Texas Southwestern Medical Center at Dallas. 
 
 
 
 
 
 
 
 
 * * * * *  
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THURSDAY, NOVEMBER 14, 1996.--The members of the Board of 
Regents of The University of Texas System reconvened in reg- 
ular session at 9:30 a.m. on Thursday, November 14, 1996, in 
Room NA8.102 of the Hamon Biomedical Research Building at The 
University of Texas Southwestern Medical Center at Dallas, 
Dallas, Texas, with the following in attendance: 
 
 
ATTENDANCE.-- 
 
 Present                        Absent                
 Chairman Rapoport, presiding      
    Vice-Chairman Hicks 
 Vice-Chairman Smiley    
 Regent Deily 
 Regent Evans 
 Regent Holmes 
 Regent Lebermann 
 Regent Loeffler 
 Regent Temple 
 
  Executive Secretary Dilly 
 
 Chancellor Cunningham 
 Executive Vice Chancellor Duncan 
 Executive Vice Chancellor Mullins 
 Executive Vice Chancellor Burck 
 
 
Chairman Rapoport announced a quorum present and reconvened 
the meeting of the Board.   
 
 
MEETING WITH REPRESENTATIVES OF THE UNIVERSITY OF TEXAS SYSTEM 
STUDENT ADVISORY GROUP.--Chairman Rapoport reported that the 
Board had a long history of sincere interest in those issues 
which are of concern to students within The University of 
Texas System.  To this end, the Board supported the organi- 
zation of the Student Advisory Group and has agreed to semi- 
annual meetings with representatives of that Group. 
 
On behalf of the Board, Chairman Rapoport welcomed the mem- 
bers of the Student Advisory Group and expressed appreciation 
for the time and effort the Group has devoted to student con- 
cerns within the U. T. System.  He noted that Mrs. Francie 
Frederick, Associate Executive Vice Chancellor for Academic 
Affairs, is the Board's direct liaison to this Group and 
thanked Mrs. Frederick for her efforts to coordinate and 
expedite the Group's activities. 
 
Chairman Rapoport asked Mr. Michael McGalin, Chair of the 
Group, to make the appropriate introductions and to begin  
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the discussions per the agenda which was before the Board  
and which is on file in the Office of the Board of Regents. 
 
 
 MATTERS RELATED TO THE UNIVERSITY OF TEXAS  
 INVESTMENT MANAGEMENT COMPANY (UTIMCO) 
 
 
1. U. T. System:  Report on Investments at August 31, 1996.-- 
 On behalf of The University of Texas Investment Manage- 

ment Company (UTIMCO), Regent Hicks, Chairman of the 
UTIMCO Board, summarized the Report on Investments for 
The University of Texas System for the fiscal year end- 

 ing August 31, 1996, for the Permanent University Fund, 
Long Term Fund, Short/Intermediate Term Fund, and Sepa- 
rately Invested Assets.     

 
 Report by Regent Hicks on Behalf of UTIMCO 
 
 
 Mr. Chairman and members of the Board, I am pleased to 

summarize on behalf of UTIMCO the investments for The 
University of Texas System for the fiscal year ending  
August 31, 1996. 

 
 Item a on Page  11  presents the summary report for 

Permanent University Fund (PUF) investments.  The PUF 
began the year with a market value of $4.958 billion.  
During the year, income from the production of minerals 
on PUF Lands added $65.7 million of new contributions to 
the Fund versus $57.1 million for the previous year.  In 
addition, total investment return was $521.5 million of 
which $253.6 million was income return and $267.9 million 
was price return.  Income return of $253.6 million was 
distributed to the Available University Fund (AUF) 
resulting in a year-end market value of $5.292 billion. 

 
 During the period, $65.7 million of new cash was allo- 

cated to international equities.  Assets will continue to 
be reallocated from new cash and bonds to equities over 
time in order to increase the exposure to equities and 
dividend growth.  The allocation to bonds, at 44% of 

 the PUF, continues to be reduced gradually although it 
remains overweighted versus the Fund’s long-term target 
of 30%.  This overweighting is the result of the objec-
tive to maintain income at current levels.  As of year- 
end, 50% of the PUF was allocated to equities with 40%  
in U. S. large and mid cap stocks, 4% in U. S. small cap 
stocks, and 6% in non-U. S. equities.  The balance of 6% 
was allocated to alternative assets such as venture 
capital and private equities. 

 

GFaulk
Underline

http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/11-96agenda.pdf
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 Income distributions to the AUF of $253.6 million for the 
year increased by a nominal rate of 1.6% and by an infla-
tion adjusted rate of -1.3%.  Interest income from fixed 
income securities, which represents approximately 75% of 
total income generated, declined by 2.0% to $186.1 mil-
lion from $190.0 million.  Replacement of existing coupon 
rates on maturing bonds during this phase of the interest 
rate cycle continues to represent a major impediment to 
preservation of income purchasing power.  During the 
year, $156.5 million bonds with an average yield of 9.08% 
ran off and were reinvested at an average yield of 7.21%. 
 Dividend income, on the other hand, continued to grow 
increasing by 10.2% to $59.5 million from $54.0 million. 
 Finally, income from alternative assets increased by 40% 
from $4.7 million to $6.6 million during the period.  

 
 Total investment return for the year was 10.7%.  Fixed 

income as an asset class continued to perform poorly with 
the Salomon Broad Bond Index generating a total return  
of 4.1%.  The Fund’s fixed income portfolio at 3.9% under 
performed the index due to the longer average maturity of 
the portfolio versus the index.  Equities, as an asset 

 class, continued to generate higher relative returns with 
the S&P 500 Index posting an 18.7% return.  The PUF’s 
equity (including international) portfolios under per-
formed this index generating a 16.3% return.  Finally, 
private investments produced a 25.9% return for the year, 
above its benchmark return of 23.7%. 

 
 Item b on Page  12  reports summary activity for the Long 

Term Fund (LTF).  During the year, net contributions 
totaled $54.1 million.  Net investment return was  

 $178.6 million of which $76.4 million was paid to the 
endowment and other funds underlying the LTF.  The  

 Fund’s market value closed the year at $1.712 billion 
versus $1.559 billion for the preceding year-end.  On  

 a per unit basis, each endowment’s ownership in the  
 LTF increased from $3.66 per share to $3.90 per share.   
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 Asset allocation at year-end was 29% fixed income,  
 66% equities (of which 55% was U. S. domestic equities 

and 11% was international equities), and 5% alternative 
assets.  Total investment return for the Fund was 11.6% 
and net 3.9% after expenses of 0.22%, inflation of 2.88%, 
and spending of 4.54%. 

 
 Item c on Page  13  presents annual activity for the 

Short/Intermediate Term Fund.  During the quarter, the 
Fund received net contributions of $216.7 million.  It 
earned $58.2 million in total return, incurred expenses 
of $0.2 million, and distributed $72.1 million to U. T. 
System component institutions.  Total return on the Fund 
was 4.78% for the year versus the Fund’s performance 
benchmark of 5.16%.  

 
 Item d on Page  14  presents book and market value of 

cash, fixed income, equity and other securities held in 
funds outside of internally managed investment pools.  
Total cash and equivalents consisting primarily of 
component operating funds held in the money market fund 
increased from $559 million to $602 million at year-end. 
 Asset values for the remaining asset types were fixed 
income securities: $82.2 million; equities: $20.9 mil- 
lion; and other assets of $5.1 million.   

 



a. PERMANENT UNIVERSITY FUND

Summary Investment Report at August 3 1,  1996.--

PERMANENT UNIVERSITY FUND (1)
INVESTMENT SUMMARY REPORT

($  millions)

FY94-95 FY95-96
Full Year 1 st Qtr 2nd Qtr 3rd Qtr 4th Qtr Full Year

Beginning Market Value 4,428.0 4,958.5 5,153.7 5,280.7 5,343.6 4,958.5
PUF Lands Receipts(z) 57.1 16.4 13.8 19.0 16.5 65.7
Investment Income 249.5 64.6 60.1 67.1 61.8 253.6
Investment Income Distributed (249.5) (64.6) (60.1) (67.1) (61.8) (253.6)

I Realized Gains (Losses) 105.5 46.3 34.2 73.3 43.0 196.8
L Change in Unrealized

I Gains (Losses) 367.9 132.5 79.0 (29.4) (111.0) 71.1
Ending Market Value 4,958.5 5,153.7 5,280.7 5,343.6 5,292.l 5,292.l

AUF Income
Investment Income
Surface Income

Total

249.5 64.6 60.1 67.1 61.8 253.6
3.9 0.4 1.7 0.9 1.8 4.8

253.4 65.0 61.8 68.0 63.6 258.4

Report prepared in accordance with Sec. 5 1.0032 of the Texas Education Code

(1) Excludes PUF Lands mineral and surface interests with estimated values of $410.1 million and $158.7 million, respectively,

(2) As of August 31, 1996: 818,252 acres under lease; 513,456 producing acres; 2,714 active leases; and 2,027 producing leases.



b. LONG TERM FUND

Summary Investment Report at August 3 1,1996.--

Beginning Net Assets
Net Contributions

I *Investment Return

E Expenses
I Distributions (Payout)

Distribution of Loss on
*Participant Withdrawals

Ending Net Assets

LONG TERM FUND

SUMMARY REPORT
(S millions)

FY94-95
Full Year

1,226.3
202.3
203.4

w3)

(68.5)

1st Qtr
1,558.S

19.6
69.9

(0.7)
(18.9)

rvx~oh

2nd Qtr 3rd Qtr 4th Qtr hll Year
1,628.5 1,694.9 1,733.3 1558.8

17.9 (0.9) 17.5 54.1

68.8 62.0 (18.4) 182.3

(0.9) (W (1.1) (3.7)
(19.1) (19.2) (19.2) (76.4)

(1.9) (0.2) (0.3) (2.5) (3.0)
,558.8 1,628.5 1,694.9 L733.3 1,712.l 1,712.l

Net Asset Value per Unit 3.661 3.778 3.890 3.985 3.897 3.897
No. of Units (End of Period) 425,751,253 43 1,062,475 435,717,737 434,972,374 439,352,911 439,352,911
Distribution Rate per Unit 0.175 0.04375 0.04375 0.04375 0.04375 0.175

Report prepared in accordance with Sec. 5 1.0032 of the Texas Education Code

*Prior period reporting has been restated to conform with current period.



c. SHORT/INTERMEDIATE TERM FUND

Summary Investment Report at August 3 1,  1996.--

SHORT/INTERMEDIATE TERM FUND
SUMMARY REPORT

($ millions)

FY94-95
Full Year 1st Qtr 2nd Qtr

FY95-96
3rd Qtr 4th Qtr Full Year

Beginning Net Assets
Net Contributions

*Investment Return
*Expenses
*Distributions of Income

Ending Net Assets

945.3 1,129.5 1,232.9 1,266.8 1,278.6 1,129.5
175.7 94.4 39.8 29.7 52.8 216.7

68.7 25.8 12.0 0.4 20.0 58.2

(0.2) (0.1) (0.1) (0.2)

(60.0) (16.8) (17.9) (18.2) (19.2) (72.1)
1,129.5 1,232.9 1,266.8 1,278.6 1,332.l 1,332.l

Report prepared in accordance with Sec. 5 1.0032 of the Texas Education Code,

*Prior period reporting has been restated to conform with current period.



d. SEPARATELY INVESTED ASSETS

Summary Investment Report at August 3 1, 1996.--

SEPARATELY INVESTED ASSETS
SUMMARY REPORT

(S thousands)

FUND TYPE

I CURRENT PURPOSE ENDOWMENT & ANNUITY &  LnT I
DESIGNATED RESTRlCrED SlMnAR  FUNDS INCOME FUNDS AGENCY FUNDS OPERATING FUNDS TOTAL

ASSET TYPES
Cash & Equivalents: w MARKET BOOK  M A R K E T  E MARKET y&xx BooKMARKET ew WMARKEl

Beginning value 611196 24,492 24,492 1,364 1,364 19,483 19,483 4 4 0 4 4 0 2 ,547 2 ,547 618,553 618,553 666 ,879 666 ,819
Increa.5el(Decrease)  ( 2 1 , 8 2 0 ) (21,820) 1,273 1,273 15,776 15,776 (44) (44) (2 ,527) (2 ,527) (57,121) (57,121) (64,463) (64,463)
Ending value 813  1196 2,672 2,672 2,637 2,637 35 ,259 35 ,259 3 9 6 396 2 0 2 0 561,432 561,432 602 ,416 602 ,416

I Debt Securities:
Beginning value 611196 12,604 12,573 7 4 45,921 45 ,762 7 ,796 7,902 40,695 40,673 107,023 106,914

:: Increael(Decrcase) (2,013) (2 ,028) - - (11 ,043) (11,102) 4 8 I O (11,577) (I 1,579) (24,585) (24,699)
value 8131196 7 4 -t Ending 10,591 10,545 34 ,878 34 ,660 7,844 7,912 29 ,118 29 ,094 82 ,438 82 ,215

Equity Securities:
Beginning value 611196
Increase/(Decrease)
Ending value g/31/96

52 8 2 571 560 13,770 18,042 1,084 1,603 15,477 20,287
9 0 6 6 7 93 I54 (132) 6 7 (267) : : . : 2 8 8 6 0 0

52 9 8 8 638 653 13,924 17,910 1,151 1,336 - 15,765 20 ,887

Other:
Beginning value6/1196
Increasel(Decrease)
Ending value 8131196

- - - - 3 9
(4:;)

5 ,137 5,137 5 ,176 5,176
485 485 (462) (50) (50) (1) (1) (28) (281
485 4 8 5 (423) (423) 5,087 5,087 (1) (1) 5,148 5 ,148

Report  prepared in accordance with Sec. 51.0032 of the Texas Education Code.
Details of individual assets  by account furnished upon request.
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2. Permanent University Fund:  Report on Investments for 
 the Fiscal Year Ended August 31, 1996.--The University  
 of Texas Investment Management Company presented the 

annual report on Permanent University Fund investments 
for the fiscal year ended August 31, 1996, which sum- 
marizes the Fund's investment transactions, balances, 
investment objectives, performance, and asset alloca- 

 tion information.  
 
 The Board approved this report and directed its distri- 

bution to the Governor, members of the Legislature, and 
other State Officials, as required by Section 66.05 of 
the Texas Education Code. 

 
 ITEMS FOR THE RECORD 
 
1. U. T. System:  Report on Status of Degree Programs and 

Academic Organization Requests Approved by the U. T. 
Board of Regents and Submitted to the Texas Higher 
Education Coordinating Board for the Period Septem- 

 ber 1, 1995 Through August 31, 1996.--Following is a 
report for the record on the status of degree programs 
and academic organization requests within The Univer- 

 sity of Texas System which have been approved by the  
 U. T. Board of Regents for submission to the Texas  
 Higher Education Coordinating Board.  Included are  
 items which have been acted upon by the Coordinating 

Board since September 1, 1995, were still pending  
 before the Coordinating Board as of August 31, 1996,  
 or have been withdrawn temporarily from Coordinating 

Board consideration since September 1, 1995.  Four 
regular Coordinating Board meetings have occurred  

 since the last report.  Full approval has been given  
 for 18 programs and administrative change requests  
 and 22 requests are now pending or withdrawn. 
 
 a. Degree Programs and Academic Administrative 
  Changes Approved by the Coordinating Board 
  for Implementation 
 
  U. T. Austin 
 
  Ph.D. in Operations Research and Industrial 
       Engineering 
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  U. T. Brownsville 
 
  B.A. in Chemistry 
  B.A. in Music (This program was erroneously  
     listed in a previous report as having  
     been approved.) 
  B.A. in Physics 
  B.S. in Computer Science 
  B.S. in Engineering Technology 
 
  U. T. Dallas 
 
  B.S. in Neuroscience 
 
  U. T. El Paso 
 
  M.S. in Kinesiology and Sports Studies 
  Ed.D. in Educational Leadership and Administration 
 
  U. T. Permian Basin 
 
  M.S. in Criminal Justice Administration   
 
  U. T. San Antonio 
 
  Divided the Division of Art and Architecture into 
     the Division of Visual Arts and the Division of 
     Architecture and Interior Design 
 
  U. T. Tyler 
 
  B.S. in Computer Information Systems 
 
  U. T. Southwestern Medical Center - Dallas 
 
  Established a Department of Molecular Biology and 
     Oncology 
 
  U. T. Health Science Center - Houston 
 
  Doctor of Science in Nursing 
 
  U. T. Health Science Center - San Antonio 
 
  M.S. in Clinical Laboratory Science 
  Established a Department of Molecular Biomedical 
     Sciences 
 



 

 
 
 

 17 

  U. T. Austin Cooperative with U. T. Pan American 
 
  Ed.D. in Educational Administration (Step II) 
 
  U. T. Health Science Center - San Antonio 

Cooperative with U. T. Pan American   
 
  B.S. in Occupational Therapy 
 
 b. Requests Approved by the U. T. Board of Regents and 

Pending with the Coordinating Board 
 
  U. T. Austin 
 
  B.S. in Geosystems Engineering and Hydrogeology 
 
  U. T. Brownsville 
 
  B.S. in Health Promotion 
  M.A. in History 
 
  U. T. El Paso 
 
  B.S. in Occupational Therapy 
  Master of Physical Therapy 
  M.S. in Computer Science 
 
  U. T. Pan American 
 
  Ed.D. in Educational Leadership (Step III) 
  Master of Fine Arts with Major in Art 
  M.S. in Rehabilitation Counseling 
  M.Ed. in Special Education for Culturally and 
     Linguistically Diverse Learners 
 
  U. T. Permian Basin 
 
  Master of Professional Accountancy 
 
  U. T. San Antonio 
 
  M.A. in Political Science 
  M.S. in Sociology 
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  U. T. Tyler 
 
  B.S. in Electrical Engineering 
  B.S. in Mechanical Engineering 
  Master of Engineering  
  M.A. in Political Science 
 
  U. T. Medical Branch - Galveston 
 
  Ph.D. in Nursing (passed first reading, pending 
     second reading) 
 
  U. T. Health Science Center - San Antonio 
 
  M.S. in Nursing, Pediatric Nurse Practitioner 
 
 c. Items Approved by the U. T. Board of Regents and 

Pending Submission to the Coordinating Board 
 
  U. T. Pan American 
 
  M.A. in Criminal Justice 
 
 d. Items Approved by the U. T. Board of Regents, Sent 
  to the Coordinating Board, and Subsequently With- 

drawn by the Institution 
 
  U. T. El Paso 
 
  M.S. in Health Education and Promotion (Formerly 
     Health Science) 
  M.A. in Criminal Justice 
 
 

2. U. T. System:  Report on Status of Administratively 
Approved Academic Program Changes for the Period Sep- 
tember 1, 1995 Through August 31, 1996.--In accordance 
with Regentally approved guidelines, the appropriate 
Executive Vice Chancellor is authorized to forward 
certain academic program changes to the Texas Higher 
Education Coordinating Board for approval at the staff 
level, subject to periodic reporting to the U. T. 
Board of Regents for the record.  These changes, 
considered to be "nonsubstantive" according to the 
Coordinating Board's terminology, must be consistent with 
institutional Tables of Programs approved by the U. T. 
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Board of Regents and the Coordinating Board.  Four 
regular Coordinating Board meetings have occurred  

 since the last report. 
 
 Set forth below is a report for the record of 16 such 

nonsubstantive approvals granted by the staff of the 
Coordinating Board for ten of The University of Texas 
System component institutions during the period from 
September 1, 1995 through August 31, 1996: 

 
 U. T. Arlington (3 items) 
 
 1. Changed the Master of Arts in Criminal Justice 

to the Master of Arts in Criminology and 
Criminal Justice 

 
 2. Added the B.S. to the existing B.A. in 

Interdisciplinary Studies 
 
 3. Added an Option in Political Institutions and 

Processes to the M.A. in Political Science 
 
 U. T. Austin (2 items) 
 
 4. Renamed the Department of Oriental and African 

Languages and Literature to the Department of  
  Middle Eastern Languages and Cultures (which 

includes a Center for Middle East Studies),  
  created a Department of Asian Studies (that  
  includes a Center for Arabic Studies), and  
  realigned degree programs in the new depart- 
  ments 
 
 5. Renamed the Option II of the M.A. in Curriculum  
  and Instruction to the M.A. in Human Resource 

Development 
 
 U. T. Dallas (1 item) 
 
 6. Changed the M.S. in Management and Administrative 

Sciences to the M.S. in Accounting 
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 U. T. El Paso (1 item)  
 
 7. Added the following interdisciplinary science 

programs: 
 
  a. B.S. in Earth Science 
  b. B.S. in Life/Earth Science 
  c. B.S. in Natural Sciences 
  d. B.S. in Physical Sciences 
 
  and designated the Office of Vice President for 

Academic Affairs as an academic unit to administer 
approved interdisciplinary programs 

 
 U. T. San Antonio (2 items) 
 
 8. Changed the Master of Professional Accounting to  
  the M.S. in Accounting 
 
 9. Changed the Division of English, Classics, and 

Philosophy to the Division of English, Classics, 
Philosophy, and Communication 

 
 U. T. Tyler (1 item) 
 
 10. Realigned the master's degree programs in psychology 

and counseling with the following designations:   
  (a) M.S. in Clinical Psychology, (b) M.A. in 

Counseling Psychology, (c) M.A. in Counseling 
Psychology with a program in Marriage and Family, 
and (d) M.A. in School Counseling 

 
 U. T. Medical Branch - Galveston (1 item) 
 
 11. Changed the name of the Department of Orthopaedic 

Surgery to the Department of Orthopaedic Surgery  
  and Rehabilitation 
 
 U. T. Southwestern Medical Center - Dallas (2 items) 
 
 12. Renamed the Department of Allied Health Education  
  to the Department of Health Services Administration 
 
 13. Established the Department of Plastic Surgery 
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 U. T. Health Science Center - Houston (2 items) 
 
 14. Created an area of concentration in Medical Physics 

leading to the existing Ph.D. in Biomedical Sciences 
 
 15. Created areas of concentration in Integrative 

Biology leading to the existing M.S. in Biomedical 
Sciences and the Ph.D. in Biomedical Sciences 

 
 U. T. Health Science Center - San Antonio (1 item) 
 
 16. Transferred the Post-Baccalaureate Certificate 

Program in Cytogenetics from U. T. Health Science 
Center - Houston to U. T. Health Science Center - 
San Antonio 

 
 
3. Robertson Poth Foundation:  Report of Dissolution.--At 
 its November 1995 meeting, the U. T. Board of Regents 

amended the Regents' Rules and Regulations, Part One, 
Chapter VII, Section 5 relating to Trust Foundations  

 by deletion of this Section in its entirety.  It had 
previously been determined that Section 5 was outdated 
with regard to current Internal Revenue Service termi- 
nology and with reference to current management by The 
University of Texas System of the three charitable  

 trusts identified therein (Hogg Foundation for Mental 
Health, Winedale Stagecoach Inn Fund, and Robertson  

 Poth Foundation).  A formal recommendation for the 
dissolution of the Robertson Poth Foundation was  

 approved by the Board of Trustees on August 12, 1993,  
 and that process has been accomplished. 
 
 A judgment was entered on July 3, 1996, in the 201st 

District Court of Travis County, Texas, terminating  
 the Robertson Poth Foundation and transferring the  
 assets to the various medical schools named in the  
 Trust instrument establishing the Robertson Poth 

Foundation. 
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 The distribution of assets was as follows: 
 
  The University of Texas Medical 
  Branch at Galveston    $975,855.00 
 
  University of Pennsylvania   $975,855.00 
 
  Johns Hopkins University   $975,855.00 
 
  Stanford University    $700,149.00 
 
 All past grants and gifts of approximately $1,000,000 

made by the Foundation to the U. T. Medical Branch - 
Galveston were also approved by the Court in the 
judgment. 

 
 
 
 
 REPORT OF BOARD FOR LEASE OF UNIVERSITY LANDS 
 
 
Regents Rapoport and Lebermann, as members of the Board for 
Lease of University Lands, submitted the following report on 
behalf of that Board: 
 
 
 Report 
 
 
 A total of 86,550 acres of Permanent University  
 Fund lands was advertised for lease in Regular  
 Oil and Gas Lease Sale No. 90, and 467,926 acres  
 were offered for lease in Frontier Oil and Gas  
 Lease Sale No. 90-A.  Bids submitted for the  
 lease sales were opened at the Center for Energy  
 and Economic Diversification in Midland, Texas,  
 on Monday, November 11, 1996, and lease awards  
 were made on Tuesday, November 12, 1996, in  
 Austin, Texas, at the meeting of the Board for  
 Lease of University Lands. 
 
Executive Vice Chancellor for Business Affairs Burck reported 
on the results of those sales as set forth on Page  23 . 



90th Oil and Gas Lease Sale*
November 11,1996

Regular Sale

l Total high bids:

l Total acreage sold:

l Average high bid/acre:

l High bid per acre:

l Who spent the most money?:

$6,321,007.87

43,960.5

$143.79

$602.47 (UMC Petroleum)

Texaco ($1.3 million)
UMC ($1.2 million)

Frontier Sale

l Tracts sold:

l ‘Acres sold:

l Amount:

l Average per acre:

1

2,739.3

$10,108

$3.69

Grand Totals:

High bids: $6,331,115.87

Acreage: 46,699.g

Best Sale since the 72nd Sale in November, 1983 (Amount: %7,006,200)

*Corrected due to void bid for Tract 1

- 23  -
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RECESS FOR COMMITTEE MEETINGS AND COMMITTEE REPORTS TO THE 
BOARD.--At 10:50 a.m., the Board recessed for the meetings  
of the following standing committees:  Executive Committee,  
Business Affairs and Audit Committee, Health Affairs Com- 
mittee, and Facilities Planning and Construction Committee. 
The reports of the standing committees are set forth on  
Pages 61 - 259. 
 
 
RECESS FOR BRIEFING SESSION AND LUNCH.--At 11:50 a.m., the 
Board recessed for lunch which included a briefing session  
as permitted by law. 
 
 
RECONVENE.--At 1:00 p.m., the Board reconvened in open ses- 
sion in Rooms NB2.402 and NB2.403 of the Simmons Biomedical 
Research Building. 
 
 
WELCOME BY KERN WILDENTHAL, M.D., PRESIDENT OF THE UNIVERSITY 
OF TEXAS SOUTHWESTERN MEDICAL CENTER AT DALLAS.--Chairman 
Rapoport stated that the Board was pleased to be meeting at 
The University of Texas Southwestern Medical Center at Dallas 
and was especially delighted to have had the opportunity to 
meet with many of this component's friends and supporters at  
last evening's (November 13) very nice social event.  He 
expressed the Board's deep appreciation and thanks to the 
Southwestern Medical Foundation for its ongoing and generous 
support of this institution.  Mr. Rapoport then called on  
Kern Wildenthal, M.D., President of U. T. Southwestern Medical 
Center - Dallas, for any welcoming remarks on behalf of the 
host institution. 
 
On behalf of the faculty, staff, and students of the institu- 
tion, President Wildenthal welcomed the members of the Board 
and other guests to Dallas. 
 
 
U. T. BOARD OF REGENTS:  APPROVAL OF MINUTES OF REGULAR MEET-
ING HELD ON AUGUST 7-8, 1996, AND SPECIAL MEETINGS HELD ON 
AUGUST 29, 1996, AND OCTOBER 8, 1996.--Upon motion of Vice- 
Chairman Smiley, seconded by Regent Temple, the Minutes of  
the regular meeting of the Board of Regents of The Univer- 
sity of Texas System held on August 7-8, 1996, in Tyler, 
Texas, were approved as distributed by the Executive Secre-
tary.  The official copy of these Minutes is recorded in  
the Permanent Minutes, Volume XLIII, Pages 1959 - 2355.  
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Upon motion of Regent Temple, seconded by Vice-Chairman Hicks 
and Regent Lebermann, the Minutes of the special meetings of 
the Board of Regents of The University of Texas System held  
on August 29, 1996, and October 8, 1996, in Austin, Texas, 
were approved as distributed by the Executive Secretary.  The 
official copies of these Minutes are recorded in the Perma-
nent Minutes, Volume XLIII, Pages 2356 - 2396 and Volume XLIV, 
Pages 1 - 4, respectively. 
 
 SPECIAL ITEMS 
 
 
1. U. T. Board of Regents:  Amendments to the Regents' Rules 

and Regulations, Part One, Chapter II (Administration) to 
Add a New Section 10 Relating to the Vice Chancellor for 
Telecommunications and Information Technology.--Approval 

 was given to amend the Regents' Rules and Regulations, 
Part One, Chapter II (Administration) by adding a new 
Section 10 as set forth below and renumbering present 
Sections 10 through 13 as Sections 11 through 14: 

 
 Sec. 10. Vice Chancellor for Telecommunications and 

Information Technology. 
 
   The Vice Chancellor for Telecommunications and 

Information Technology reports to the 
Chancellor and will lead the System-wide 
efforts in all aspects of information 
technology initiatives and activities.  The 
Vice Chancellor for Telecommunications and 
Information Technology provides staff 
assistance to the Chancellor and the Executive 
Vice Chancellors in the exercise of their 
responsibilities. 

 
   10.1  Appointment and Tenure. 
     The Vice Chancellor for 

Telecommunications and Information 
Technology shall be appointed by the 
Board after nomination by the 
Chancellor.  The Vice Chancellor for 
Telecommunications and Information 
Technology shall hold office without 
fixed term, subject to the pleasure 
of the Chancellor.  The Chancellor's 
actions regarding the Vice Chancellor  
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     for Telecommunications and 
Information Technology are subject to 
review and approval by the Board. 

 
   10.2  Duties and Responsibilities. 
     The primary responsibilities of the 

Vice Chancellor for 
Telecommunications and Information 
Technology include: 

     10.21 The implementation of an 
infrastructure that will 
permit information 
technology to enhance the 
effectiveness of 

        initiatives related to the 
basic missions of the U. T. 
System, including standards 
for creation, distribution, 
and storage of information. 

     10.22 The management of the U. T. 
System Network to include 
planned growth, standards, 
and operating procedures 
and the coordination of 
administrative 
videoconferencing. 

     10.23 The coordination of 
training workshops and 
seminars, activities 
related to a virtual 
university, purchase of 
System-wide software 
licenses, assessment of 
distance education 
effectiveness, and 
evaluation of pilot 
projects related to 
information technology.  

     10.24 The formation of a U. T. 
System information 
technology committee. 

     10.25 The performance of such 
other duties and 
responsibilities as may be 
assigned by the Chancellor. 
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 In December 1994, the Chancellor established the U. T. 
System Office of Telecommunications and Information 
Technology to provide System-wide direction and coordi- 
nation in those important areas. 

 
 To increase the visibility and importance of that office, 

the title for the head of that office was changed from 
Director to Vice Chancellor for Telecommunications and 

 Information Technology.  The change in title for this 
position, which was effective September 1, 1996, should 
enhance the ability of the U. T. System and its com- 

 ponent institutions to develop, coordinate, and  
 administer programs and activities related to tele- 
 communications and information technology initiatives.   
 
 Dr. Mario J. Gonzalez is the first holder of this vice 

chancellor position. 
 
 
2. U. T. System:  Report of Summary of Gift Acceptance and 
 Related Administrative Actions Conforming to Board Policy 

for June 1, 1996 Through August 31, 1996.--Vice Chancel- 
lor for Development and External Relations Perry reviewed 
the Summary of Gift Acceptance and Related Administra- 

 tive Actions Conforming to Board Policy for The Univer- 
sity of Texas System for the period June 1, 1996 through 
August 31, 1996, as set forth on Pages 28 - 32. 

 
 Vice Chancellor Perry reported that during this period  
 136 items conforming to Board policy were approved  

including the acceptance of $10,192,846 in gifts and 
$325,639 in Regents' Endowment Program matching contri- 

 butions.  Other matching contributions from previously 
accepted Board-held matching funds totalled $1,054,166. 

  
 Mrs. Perry noted that this report includes only those 

funds which relate to endowments, estates, and other  
 such funds which are managed by the U. T. System Office 

of Development and External Relations.  The comprehen- 
 sive report outlining private sector support for cur- 
 rent programs and capital projects at the fifteen  
 U. T. System components for the 1995-96 year is in the 

process of being compiled and will be available for 
distribution after the first of the year. 



ACCEPTANCE OF GIFTS HELD BY BOARD

A S S E T  T Y P E S

#ALL COMPONENT REAL MATCHING

lTEMS MSTfllJTION CASH SECURITIES m m m TRANSFERS FUNDS T O T A L  VALUE

I U.  T. Arlington s 10,000 - - - - - - s 10,040

8 5 U. T. Austin s 1.548.964 s 75,605 S 240,000 S L260.398 S 35,695 S 146,859 s 779,805 s 3,633,160 ’

3 “.  T.  Dallar S Ioo,m - .- S 50,ooO - .- -_ s 150,004

I “.  T.  El Par0 s 3 3 9 , 4 5 2  S 110,664 _-
- - .- - s 450,116

I I U. T. Psmim  Basin s IO,O@l - - - - - - - S 10,ooO

ii 6 U. T. San  Antonio s 190,000 - - - -. -. - s 190,ooo

I 2 “.  T.  Tyler s 325,000 - s 275,ooO - - - s 6OQ,OOG

9 “.  T.  swMc-Dallas s 945,328 s 50299 - s L50,OCQ - .- s 600,000 S 1.145.627 l

4 “.  T. M.B.Gnlvcsmn s IO,004 - - s 469,288 - s 479,288

10 UTHSC-“OWO” r 452,082 - - s 678,450 S 3OwaO s 581,018 - s 2,011,550

2 LITHSC-San  Antonio s 34,008 - - - - - 5 34,008

9 lnuD.4cc s 1.062.119 - - - - - - s 1,062,119

3 “TX-Tyler s 164,117 - - s 475,OOil - s 103,500 - s 742,617

136 TOTAL s 5,191,070 s 236,560 S 240,000 s 2,888,848 S 335,695 S 1,300,665 s 1.379,805 s 10,518,485 l

l Nat included in total: U. T. Austin - $454,166 of Board-held matching funds: U. T.  SWMC-Dallas - S600.000  of Board-held matching funds.

n: Compiled by Offke of Development and External  Relations



CLASSIFICATION OF GIFIS AND OTHER ACTIONS

CHARITABLE POOLED HELD M

C O M P O N E N T R E M A I N D E R I N C O M E R E M A I N D E R TR”ST CURRENT

lNSTTT”TION E N D O W M E N T S m FUND INTERESTS BY OTHERS m m

U. T. Arlington 1 - .- - - - .._

U. T. Austin 8 3 I - 2 I -_

“.  T. El Paso I - - - -_

U. T. Pcmim Basin 1 - - - - .- -

I U. T. San Antonio 6 - - - - .- -

:
“.  T. Tyler 2 - - - - - -

U. T. SW’MC-Dab 6 - - 2 I -
I

“.  T. M.B.-od”erto” 4 - - - - - -

LJlTLSC-Houston 7 2 I -

UTHSC-San  Anlonio 2 - - - - -

IITMDACC 2 I 6 -

“THC-Tvler 2 - - - - I

TOTAL 119 I I - 7 IO -



PURPOSES OF GIFTS HELD BY BOARD AND OTHERS

coh4PoN!2NT
MST,~ON

ENDOWMENT

DIST. DIST. FACULTY ORADUATE CURRENT 017IER
M M PROPSHIP PROF’SHIP FELLOWSHIP FELLOWSblIP SCHOLARSHIP B m m

U.  T. Arlington - - - - I

U.  T. Austin - 2 - 1 I 5 55 8 I I

II  T rhlh - -_ - I - - .- 1 -

I U.T.  El Paw - - - - - - - - I

::
U.  T. Permian Basin - - - - - - I - -

U.  T. San Antonio - - - 1 - 4 1 -

“ . T. Tyler - I I - - - - - -

“ . T. SWMC-Dallas I 2 2 I I - - - I

“ . T. M.B.Galveston - - 1 - - 2 -

UTHSC-HOustoll I I - 1 - 2 2 - L

UTHSCSm  Antonio - - - - - - I I -

“TMDACC - - I - I 6 I

UTHC-Tyler - 2 - - - - - - I

TOTAL 2 8 2 7 2 6 64 16 9 4

Total  pwpaes  may not qual  total  number of items for each component due to  the fact that  some items pertain to  multiple purposes



OTHER ADMINISTRATIVE ACTIONS

COMPONENT
MSnmON

ESTABLISH REDESlONATE

ENDOWMENT ENDowMEM  LEVEL

DISSOLVE

ENDOWMENT

APPROVE/ALLOCATE ACCEPT

MATCHING TRUSTEESHlP m

II T A.li”d”” I - - - - - -

u. T. Dab 2 - I - - - -
I

U. T. El Par0 - - - - I -
wr U. T. Pcnnim  Emin 1 - - - - -

I U.  T. San  Antonio 6 - - - - -

II T Tvkr 2 - - - - -

“. T. SWMC-Dallas 7 1 - - 6 - -

“. T. M.B.-oal”crto” 3 1 - - - - 1

uTHSC.““usto” 7 I - 3 - 2

UTHSC-San  Antonio 2 - - - - - -

“TMIACC 2 - - - - I

U-WC-Tvler I 1 - - 2 - -



COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

COMPONENT FY 1995 FLSCAL YEAR 1996

INSTITUTION FULL YEAR 9/l/95  _ lU3Oi95 12/l/95-y19/96 3/1,96-5/31,96 FULL YEAR

“. T. system I - s - I 40,ocm s - s 40,om

U. T. Arlington s 476,474 s - s 112,630 S 35,Mm s 157.630

U. T. Austin s 11,154,914 S 2,061,600 S 1,406,858 S 4,820,4(r) S 11.922.027

U. T. Bmwnsvills S 220.000 s - S - s - S -

I “. T. Dallas S 10,578 S 6wwo S 20,000 s - S 770,OOil

:
v. T. El Paw S 854,886 S 115,328 S 25,Om S 37,ooo S 627,444

I
U. T. Pan American S 524,267 s - s - s - S -

U.T.PemimBasin S 567,500 S 10,000 S 37,058 S 305,019 S 362,077

U. T. San Antonio S 150,300 s - S LL7,121 S 338,838 S 645,959

". T. Tyler S 365,WO S 86,046 s - S 200,cma S 886,046

U. T. SWMC-DalIa S 4999,190 S 750,151 S lL488.653 S 25,000 S ,3,409,431

u. T. M.B.4al"mo" S 3,795,794 S 3,150,Om S 3.663.082 S 99,673 S 7,392,043

UIILSC-"OILSton S 1,@68,967 S 285,111 S Ioi3,oQo s 476,280 S 2.872.941

UTHSC-San  Antonio S 273,834 s - S - S 1,491,000 S 1,525,008

UMDACC S I,230,048 s - S 154,235 S 2,050,745 S 3,267,099

U. T. HC-Tyler S 748,608 s - S - s 321,500 S 1.064.117

UTEP and  UTMB s - s - S - s 1,028,125 S 1,028,125

TOTAL S 26,440,360 S 7,058,236 S 17,164,637 s 11.228.589 S 45.969.947
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3. U. T. System:  Approval of Guidelines for the Periodic 
Evaluation of Tenured Faculty.--Chairman Rapoport 
reported that the proposed Guidelines for the Periodic 
Evaluation of Tenured Faculty within The University of 
Texas System were before the Board on yellow paper.  He 
noted that this subject had received a substantial  

 amount of press coverage in recent weeks and had caught 
the attention of the faculties at several U. T. System 
component institutions.  Chairman Rapoport then called  

 on Chancellor Cunningham to review the proposed Guide- 
lines which were before the Board.   

 
 Dr. Cunningham noted there is increased legislative and 

public interest in accountability of all State employ- 
 ees, including faculty members with tenure contracts.  

The recommended Guidelines for the Periodic Evaluation  
 of Tenured Faculty will serve to assure that faculty 

members are meeting their responsibilities to the Uni- 
versity and the State of Texas while providing guid- 

 ance for continuing and meaningful faculty development. 
 
 Chancellor Cunningham pointed out that the Guidelines 

were initially drafted following discussions with an 
appointed committee of administrators, faculty, and 
students and had been revised based on review and 
comments by the institutional presidents, the elected 
institutional faculty and student governance bodies,  

 the U. T. System Faculty Advisory Council, and the  
 U. T. System Student Advisory Group. 
 
 The proposed minimum Guidelines are to be incorporated 

into an institutional policy for inclusion in each 
Handbook of Operating Procedures with implementation  

 of the evaluation process to begin in September 1997.  
The proposed U. T. System Guidelines are designed to  

 represent a broad statement of principle and to provide 
minimum guidelines for component policies recognizing 
that there are significant differences among U. T.  

 System component institutions.  Upon approval, each 
institution will be asked to develop specific periodic 
evaluation plans and procedures, and faculty input will 
be an essential element in the development of specific 
component policies.  Each component will be charged  

 with developing a policy that is not only fair but  
 which will also minimize bureaucratic activity for  
 the institution and the individual faculty member.   
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 The periodic evaluation of tenured faculty is to be 
performed at least every five years, except in rare 
circumstances such as overlap with approved leave, 
scheduled promotion review, or review for appointment  

 to an endowed position, or in the case of academic 
administrators who are subject to review under other 
policies or procedures.  The faculty member will be  

 asked to submit a résumé and submit or arrange for the 
submission of teaching evaluations and annual reports.  
The faculty member may also provide a statement of 
accomplishment, as well as a plan for what he or she 
hopes to accomplish for the future.  The review is to 
include the department chair and dean and is to provide 
an opportunity for peer review.  This allows institu- 
tional flexibility as one institution may choose to 
establish a policy that requires departmental and/or 
school or college peer review for all faculty while 
another may not. 

 
 The review process will permit the components to judge 

the performance of faculty members utilizing the already 
existent annual performance evaluation requirement as a 
building block.  Positive reviews will, in some cases, 
lead to promotions, salary adjustments, or administra- 

 tive assignments for interested faculty members.  In 
other cases, faculty members and their administrative 
leadership will conclude that some form of change in 
assignment, professional emphasis, or level of support 
for professional activities would benefit both the 
institution and the individual faculty member. 

 
 In those cases where it is determined that a faculty 

member's performance merits dismissal, a faculty tri- 
 bunal would be appointed by the President, as provided 

for under current policy, to conduct a due process 
hearing on the specific charges.  The tribunal's recom- 
mendation would, in turn, be forwarded to the U. T.  

 Board of Regents for final determination.  The new  
 review Guidelines do not alter current faculty termi- 

nation procedures and requirements.  Those remain as  
 now defined under the Regents' Rules and Regulations. 
 
 Chancellor Cunningham presented the comments set forth on 

Pages 35 - 45 related to post-tenure review. 



WILLIAM H. CUNNINGHAM

COMMENTS TO THE BOARD OF REGENTS ON POST-TENURE REVIEW

NOVEMBER 14. 1996

Post-tenure review is a very important issue for The University of Texas

System and for all of higher education. As we begin to examine this subject, I would

like to make 10 points.

1. The U. T. Svstem recoenizes  and aoureciates  the critical imoortance  of

tenure and academic freedom.  The Preamble to the proposed Guidelines for

Periodic Evaluation of Tenured Faculty states in part:

“Academic institutions have a special need for practices that protect
freedom of expression, since the core of the academic enterprise
involves a continual reexamination of ideas. Academic disciplines
thrive and grow through critical analysis of conventions and theories.
Throughout history, the process of exploring and expanding the
frontiers of learning has necessarily challenged the established order.
This is why tenure is so valuable, not merely for the protection of
individual faculty members but also as an assurance to society that
the pursuit of truth and knowledge commands our fist priority.
Without freedom to question, there can be no &eedom  to learn.”

With respect to the fundamental issues of academic freedom and tenure,

Charles Alan Wright, the noted expert in constitutional law and a

distinguished Professor of Law at U. T. Austin, stated in part in a letter

which he sent to me on November 4, 1996:

“I think that this set of guidelines is completely supportive of
academic tieedom  and of tenure. The &ml  bullet paragraph shows
how well protected individual faculty members would be by the
procedures we already have that are required for a termination
proceeding. I know that there are people on the faculty who probably
will be critical of the new guidelines, but I see no basis for legitimate
criticism.”

His letter is Exhibit A

2. The U. T. Svstem auidelines  are not an effort to create term tenure at all  U.

T.  Svstem comoonent  institutions. Some individuale  have characterized

“post-tenure review” as being equivalent to “term tenure” or “tenure

- 35  -
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recertiiication.”  This  is simply  not  correct.  With  term tenure,  the burden  of

proof  is  on  the faculty  member  to demonstrate  why he or she  should  be  given

a new term-tenure  contract.  In  contrast,  the  new post-tenure  review

guidelines  require  that a tenured  faculty  member’s  performance  be reviewed

comprehensively  every  five  years  and that the  faculty  member  perform  his or

her professional  duties  at  a satisfactory  level.  Under  current  termination

procedures,  which  do  not  change  if the  new  proposed  guidelines  for  post-

tenure  review  are approved,  when  the  Chief  Administrative  Officer

determines  that a tenured  faculty  member  should  be  terminated,  the

institution  has  the  burden  of proof  to demonstrate  to the Board  of Regents

that good  cause  exists  for  termination.  Clearly,  there  are  important

philosophical  and  legal  differences  between  term tenure  and the post-tenure

review  process.

Post-tenure  review  is sound  academic  uolicv.  The five-year  post-tenure

review  will  build  on  the requirement  for  annual  reviews  that  currently  exists

for  all  faculty  members.  Five-year  reviews,  however,  will have  three

important  advantages  over  the existing  annual  procedures.

a. First,  a five-year  review  cycle  will  encourage  faculty  members  to focus

on  long-term  plans  as  they develop  their  teaching,  research,  and

service  programs.  For  example,  faculty  members  may be  more  willing

to teach  new or experimental  courses  if they know  their

comprehensive  reviews  will  occur  every  five  years  instead  of every

year.  In  addition,  most  extensive  research  projects,  curriculum

development  efforts,  or special  service  priorities  require  more  than

one  year  to initiate  and complete.  A five-year  time  period  wiU

encourage  faculty  members  to examine  the  more  significant  and

complex  issues  of the day  over  a more  appmpriats  span  of time.

b. Second,  five-year  post-tenure  reviews  will  help faculty  members

develop  thoughtful  plans  for  their  own professional  development  and

career  goals.  As  a result,  some faculty  members  may volunteer  to

teach  additional  courses  rather  than initiate  new research  projects,
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while others may ask to participate in some special administrative or

service assignments of particular benefit to the institution.

c. Third, I !irmly  believe that the vast majority of our faculty members

are hard-working and conscientious individuals. I believe that they

will want to excel in their reviews. As a result, some of them may

focus special attention on their professional activities. The effect of

the intensive five-year review process will be of substantial benefit to

both the faculty member and the institution.

It is important to note that, if a faculty member’s performance is found to be

unsatisfactory as an outcome of the regular yearly evaluation, the Chief

Administrative Officer of the institution is in no way restricted from

initiating proceedings to dismiss the faculty member at that time.

4. Peer reviews are a kev element in the orouosed  uost-tenure review nmcess.

The guidelines permit component institutions to mandate that all reviews be

initiated by a committee of peer faculty members. If a component decides

not to mandate peer reviews, either the faculty member, the Department

Chairman, or the Dean may initiate a peer review process. No faculty

member who prefers a peer review would be denied the opportunity to be

reviewed by his or her peers.

5. The facultv  as a whole will  not have to invest a burdensome amount of time

servine  on uost-tenure review committees. There is no question that some

faculty members will have to devote a signi.Scant  amount of time serving on

post-tenure review committees. However, the vast majority of the faculty

will spend little or no time each year on post-tenure review committees. In

addition, the components may elect to have faculty members serve on peer

review committees only in those cases when either the Department

Chairman, the Dean, or the faculty member being reviewed elects peer

review. The U. T. System will  work with the components to assist in the

development of post-tenure review processes that require as little valuable

faculty time as possible and, at the same time, ensure careful and thoughtful

institutional post-tenure review processes are established.
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6. Some individuals have stated that onlv unsatisfactorv  reviews should be

forwarded to the Chief Administrative Officer. Such a plan would be a

serious mistake. Unless it is required that all reviews be forwarded, a

mediocre department with weak leadership could easily decide not to

forward any reviews of tenured faculty to the Dean, the Vice President, and

the Chief Administrative Officer. In addition, it is very important that

faculty with positive reviews receive appropriate recognition above the

department level. Therefore, the forwarding of all reviews -- positive,

negative, or mixed -- must be a part of the process.

7. The comoonent  institutions will olav  an imuortant  role in the

imolementation of the U. T. Svstem’s uost-tenure  review euidelines.  The

University of Texas System guidelines are a broad set of principles. Since

there are signiiicant  differences between U. T. System component

institutions, the components will be asked to develop speciSc  periodic

evaluation plans and procedures that meet campus needs while being

consistent with the Begental  post-tenure review guidelines. Faculty input

will be an essential element in the development of specific  component

policies. Each component’s post-tenure review policies will be reviewed at

the U. T. System level and submitted to the Board of Regents for approval.

a. There has been substantial innut  6wm a varietv  of sources into the

develoument of the osed nost-tenure .nron adehne 9.

a. A select committee of 18 individuals was created to provide advice

and counsel to me. I have met twice with the committee and

significant  changes have been made in draft documents as a result of

the committee’s input.

b . Faculty Senate leaders, student leaders, and the Chief Administrative

Officer of the 15 components have all  been asked for their comments

and suggestions. We have received responses loom  most of these

constituent groups. In addition, we have received more than 150

comments in the form of electronic mail, letters, and telephone calls

from interested parties.
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10.

5

c.

d.

I have met twice with the U.  T. System Faculty Advisory Council and

once with the Council’s Executive Committee to discuss this issue.

Senator Bill RatlilY  also attended one of the council meetings.

On two occasions, I met with a special ad hoc committee of the

Faculty Advisory Council. This committee provided significant input

for several changes which have been incorporated in the proposed

post-tenure review guidelines.

Exhibit B lists the meetings that have taken place.

The orooosed  oost-tenure review auidelines  are similar to uolicies  that have

9.  Franciebee develo ed at a nu

Frederick will summarize the results of her research in this area (presented

as Exhibit C).

Clearlv.  anv discussion of uost-tenure  review uromuts  livelv  debate and

areas of disaareemq&. I would have preferred to forward a proposal with

which everyone agreed. That was simply not possible. Sometimes honest

people -- people of good will -- simply have to agree to disagree. I believe that

this is one of those cases.

The Board of Regents will  be asked during the Academic Affairs Committee’s

report to make a change to the Regents’ R-and to allow the

composition of a panel from which faculty members are selected to serve on the

tribunal that would hear charges brought against a faculty member by the Chief

Administrative Officer. Since this  is not a post-tenure review question, I would urge

everyone to hold their comments on this important question until it is before the

Board of Regents later in the meeting.

I would now like to ask Dr. Bill  Neaves, Dean of the School of Medicine at

Southwestern Medical Center, to make a few comments. Dr. Neaves served as a

member of the Committee on Periodic Evaluation of Tenured Faculty.
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EXHIBIT A

CHARLES ALM WRIGHT

November  4, 1996

Dr. Willlam  H. Cunningham
The Univenity  of Texas System

Via Telecopier 4994215

As  pmnisd,  the November 2nd draft of the GuideLInes  for Periodic  Evalu-
adon of Tenured Faculty came hen thir morn&  and I have now looked them
over with are.  The only resendon  that comes to my mind is not that thw
guide&tea  are an assault  on tenure or lhat they  would  put faculty members  at
nsk - sina  I do not believe the Guidelines do either of those things - but that
the process  may be a burdensome one.

I have not counted but I am under the Im rossion that we have slightly
over 60 tenured members here at the IAW School La would menn  that each year
we would have  to be mewing  at leest  12 of our colIergues.  My recolIe&on  is
tht the Tenure Committee lure, of w@ch  I am  a member, had  five &nurc-track
people to w&w  last  year. We weru  not considering  whe!her to -nunend them
for tenunz  but merely w advise  them on how they were  doing. That requited  a
substantial amount of Ume and effort. It Is not&u  to me - and indeed I believe
you are leaving this to individual lnstitutbna  - whether there wiIl  be separate
peer-review cummittoor  for rch  person b&q  reviewed or a single  committee. A
singie  committee would cmtainly  be more un&rm  In ita  approach, but it would
be a large burden for a single  coaunitt8e.  I merely nota  this, and do not object tD
it.Lotrofthingrersburderwmeadhkhtimcbutmdothombeclu~~t~
important  for The Unlvmity  that we do than.

MY enthusiasm b muted for the idea of protilng  the faculty member  an
opportunity to meet with the committee. I do not see what  that would accomplish
andthtnkitislikeIytobeawastcoftlme.
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Dr. William H.tiin.ningham
November  4, 1996
Page 2

The important thing, however, is what I said at the outset. I think that  tMs
set of guidelines is completely supportive of academic freedom and of tenure. The
final  bullet paragraph shows  how well protected  individual  faculty members
would be by the procedure  we already have that are required for ;1 termination
proceeding. I know that  there are people on the faaculty  who probably will be
~riticai  of the new Guidelines, but I see no bask  for legitimate criticism.

Charies Alan Wright
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EXHIBIT B

OUTLINE OF THE PROCESS FOR DEVELOPING THE PROPOSED
SET OF GUIDELINES FOR THE PERIODIC EVALU.4TION  OF

TENURED FA4CULTY  MEMBERS

1. On August 20, 1996, a Systemwide Committee on Periodic Evaluation of Tenured
Faculty was appointed to advise the Chancellor. The committee is composed of 16
faculty members, administrators, and students: Dr. George C. Wright, Provost and Vice
President for Academic -4ffairs.  U. T. Arlington: Mr. Mark G. Yudof,  Executive Vice
President and Provost, U. T. Austin; Dr. Paul B. Woodruff, holds Hayden W. Head
Regents Chair in the Plan II Honors Program and the Mary Helen Thompson
Centennial Professorship in the Humanities at U. T. Austin; Dr. Raymond Rodrigues,
Vice President for Academic Affairs, U. T. Brownsville; Dr. Karen J. Prager, Professor
of General Studies, U. T. Dallas: Dr. Judith P. Goggin,  Professor of Psychology, U. T. El
Paso; Dr. William Fannin,  Vice President for Academic Affairs, U. T. Permian Basin;
Dr. James F. Gaertner, Dean of the College of Business, U. T. San Antonio; Dr. Roger
N. Conaway,  Associate Professor of Theatre and Communication, U. T. Tyler; Dr.
William B. Neaves.  Dean of the School of Medicine, U. T. Southwestern Medical Center
at Dallas; Dr. William D. Willis, Director of the Marine Biomedical Center and holder
of the Cecil H. and Ida M. Green Chair in Marine Sciences at the U. T. Medical Branch
at Galveston; Dr. Ernst Knobil,  Director of the Laboratory for Neumendocrinology  and
holder of the Aahbel  Smith Professorship and H. Wayne Hightower Pmfessorship in the
Medical Sciences at the U. T. Health Science Center at Houston; Dr. Patty L Hawken,
Dean of the School of Nursing at the U. T. Health Science Center at San Antonio; Dr.
Lynn Little (Faculty Advisory Council), Associate Professor and Chair of the
Department of Medical Laboratory Science at U. T. Southwestern Medical Center: Dr.
Jerry L. Polinard  (Faculty Advisory Council), Pmfesaor  of Political Sciences, U. T. Pan
American; Ms. Raqi Dean (Student Advisory Group), graduate student, U. T. Permian
Basin; Mr. Keven  Chen (Student Advisory Group), M.D./Ph.D  student, U. T. Medical
Branch at Galveston; and Jeff Tsai,  (Student Advisory Group), undergraduate student,
U. T.~ Austin.

2. On September 3, 1996, the Systemwide committee met in Austin and discussed basic
concepts, which were included in draft proposed guidelines.

3. On September 6, 1996, Chancellor Cunningham met with the Executive Committee of
the Faculty Advisory Council.

4. On September 7, 1996, Chancellor Cunningham met with the Student Advisory Group.
mote: The U. T. System Student Advisory Group is comprised of three students from
each of the 13 System institutions enrolling students.]

5. On September 9, 1996, copies of a draft of the proposed guidelines were sent to the
Systemwide committee with a request for review  and comments by September 12.

6. On September 17,  1996, Senator Bill Ratliff,  Chairman of the Senate Finance
Committee and former Chairman of the Senate Education Committee, met with the
Systemwide committee and the U. T. System Faculty Advisory Council. [Note:  The U.
T. System Faculty Advisory Council is comprised of two faculty members from each of
the System institutions.] Basic concepts and elements of the pmposed guidelines were
discussed.
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7. On September 19, 1996, the Chief Administrative Officers of the System institutions,
leadership of the faculty and student governance organizations at the System
institutions, members of the Faculty Advisory Council, the Student Advisory Group,
and the Systemwide committee were sent copies of revised draft guidelines for review
and asked to forward comments by October 23.

8 . On October 7, 1996, the Chancellor met with, and received comments &om,  an ad hoc
committee of the Faculty Advisory Council.

9. On October 8. 1996. the Chancellor participated in a panel discussion on “Texas
Politics,” a student-produced television show on KVR-TV.

10. On October 16. 1996, the Chancellor met with the Chief Administrative Officers of the
System institutions at their regularly scheduled System Council meeting.

11.  On October 21, 1996, the Chancellor met with the Faculty Senate at U. T. Permian
Basin.

12. On October 25, 1996, the Chancellor met with the ad hoc committee of the Faculty
Advisory Council.

13. On October 29, 1996, the Committee on Periodic Evaluation of Tenured Faculty met
and considered the feedback provided by the 15 components.

14. On October 30, 1996, copies of a revised draft were sent to the committee and the Chief
Administrative Officers with a request for additional comments by October 31.

15. On November 1, 1996, copies of another revised draft were sent to the committee, the
Chief Administrative Officers, and the Faculty Advisory Council ad hoc committee with
a request for comments by November 4.

16. On November 5, 1996, a &ml  draft of the proposed set of guidelines for the periodic
evaiuation  of tenured faculty  members was created.

17. On November 5, 1996, copies of the &al draft were sent to the committee, the Chief
Administrative Officers, members of the Faculty Advisory Council, and the Student
Advisory Group.

18. On November 7, 1996, the Chancellor met with the Faculty Advisory Council to review
the !inal  draft.
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EXHIBIT C
U. T. SYSTEM

SUMMARY OF VARIOUS POST-TENURE REVIEW POLICIES
November 1996

every 5 years, with level and type of review determined by
institutional head with advice from Academic Senate. Members of

Carnegie Mellon
Executive Program may be exempted.

1 Evaluation every 7 years of all faculty, including administrators.
University (Engineering Evaluation completely within the colleges. Faculty prepare a
College) “personal plan” with a review, commentary, and prospectus.

Reviewed by department head and Tenure Faculty Review Panel
composed of dean, faculty and administrators.

University of Colorado Comprehensive peer review and evaluation at least every 5-7 years of
each faculty member. Must have external evidence of performance.

Eastern New Mexico 1 Review in 5-year cycles by College Faculty Review Committee (4 I

II University elected college-wide, 1 by unit of-faculty member being reviewed) and
involves peer and student evaluations. Requires probation of 2 years II

State University System ofI----Florida

for unsa&factory  reviews. May result in loss of tenure.
Comprehensive review of tenured faculty at least every 7 years. Those
identified through “continuous evaluation” as being consistently below
satisfactory in one or more major areas of responsibility may be
evaluated more often. Review conducted by peers and administrators
at the department and higher levels.
Review nrocess initiated bv  reauest  of dean for facultv  member’s
statement on review of work and plans for next 5 years. Oversight
committee meets with facultv  member. Dean. associate deans, chair
and oversight committee reiiew  plans.
Review initiated for those who have not received promotion or merit
increase in past 5 years, Campus-wide committee conducts review if
no agreement on identified deficiencies.
Each academic unit required to adopt a plan for peer review of each
tenured full professor at least once every 5 years. Review includes
teaching, scholarship, and service and should result in

Harvard Business School

University of Hawaii

University of Iowa

University of Kansas

Universitv of Kentuckv

recommendations that enhance performance.
Requires annual student evaluations and participation of department in
review, with details of implementation left to each academic unit.
A faculh, member may request a review for guidance in his/her
professional development.. A professional review is initiated
whenever a tenured faculty member receives 2 successive merit
ratings of 2.5 or below on a ‘I-point scale. The review culminates with
a professional development plan for the faculty member.

Universitv of Maryland Comprehensive review no less frequently than every 5 years pursuant
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EXHIBIT C
U. T. SYSTEM

SUMMARY OF VARIOUS POST-TENURE REVIEW POLICIES
November 1996

“mmsm~,~,i,:,,:  ,,,,

University of Minnesota
(School of Law)

University of Oregon

Rutgers, The State
University of New Jersey
(Sociology)

Texas A&M University

Virginia Polytechnic
Instimte and State
University

University of Washington

University of Wisconsin
System

University of Wisconsin -
Madison

:,‘Y:;  ,: ,:y:j:,: ,~j&$  ii--,~~~~~:~~~~~~~iii;:-i-i-ii:ii::iiii-;:~i;:~,_i;:--:::.;::~,~~:,
AMU~  evaluation with special peer review upon a finding of unit
head and merit review committee that performance is substantially
below goals and expectations and no improvement shown over at least
one year. Dean conducts special review and initiates faculty panel if
warranted (4 elected. 1 appointed by faculty  member). Committee
may recommend actions including termination or invohtmary leave of
absence. Faculty Senate of a unit may adopt different peer review
system.
“Thorough peer review” for ah tenured faculty at least every 3 years
for associate professors and at least every 5 years for professors.
Evaluation of tenured fact&  everv  5 years. Faculcv member
provides overview of accompliihn;e&  and a plan of goals. Personnel
Committee (4 tenured faculty with 3 elected and 1 appointed by dte
chair). Chair meets with faculty member and summarixes meeting in
a memo to the dean.
Starts with annual depamnental  wessment  of performance. Reports
to dean of unsatisfactory assessment accompanied by plan for “near-
term” improvement. Professional review (by an ad hoc review
committee appointed by dean unless faculty member requests review
by deparmtent  head) is triggered by 3 consecutive unsatisfactory
annual reviews, with up to 3 additional years to document progress.
Amtual  evaluation of all faculty holding non-temporaty appointments.
Two successive unsatisfactory annual reviews trigger post-tenure
review, conducted by departmental promotion and tenure committee
or an elected committee with recommendation to department head,
dean and provost. Recommendation of diimissal  for cause is referred
to college-level promotion and tenure committee.
Collegial  evaluation of teaching effectiveness at least every 3 years.
Opportunity for faculty to provide a yearly activity report. Annual
conference with chair and dean. where appropriate.
Requires ittstimtional policies to implement review of each tenured
faculty member’s activities and performance at least once every  5
years. Review to include both peer and student evaluations.
Resources are not to be removed from existing faculty development
programs for programs to remedy deficiencies. Policies are not to
alter existing rules on terminatiott.
Review at least every  5 years to be carried out by 1 or more tenured
faculty in the deparkenr  as detetmitted  by depa&ent’s  executive
committee. Written review summary is provided  to faculty member,
and annual summary report of all reviews goes to me dean.
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 In response to Dr. Cunningham's request to make a few 
comments on the post-tenure review policy, Dr. William  
Neaves, Dean of The University of Texas Southwestern 
Medical School at Dallas and a member of the Committee  

 on Periodic Evaluation of Tenured Faculty, noted that  
 the proposed policy before the Board accommodates a 

number of the concerns that were expressed by the fac- 
ulty senates and faculty councils in the U. T. System 
institutions and stated that he personally believed the 

 policy to be workable -- a policy that will dispel some 
of the public misapprehension about tenured faculty and 
not be excessively burdensome to the institutions given 
the flexibility permitted in the Guidelines.   

 
 Following Dr. Neaves' comments, Chairman Rapoport intro- 

duced the following representatives of two faculty 
organizations who had requested permission to appear 
before the Board on the subject of post-tenure review: 

 
  Dr. Alan K. Cline, who holds the David  
  Bruton, Jr. Professorship in Computer  
  Sciences at The University of Texas at  
  Austin and also chairs the U. T. System  
  Faculty Advisory Council 
 
  Dr. Charles Zucker, Executive Director of  
  the Texas Faculty Association which is  
  headquartered in Austin. 
 
 Dr. Cline thanked the members of the Board for the oppor- 

tunity to address the subject of post-tenure review.  He 
noted that the policy proposed by Chancellor Cunningham 
was perceived very negatively by professors and would 
hurt the U. T. System's ability to attract and retain 
good faculty.  Dr. Cline stated that the policy would 
undermine academic freedom and destroy the protection  

 the faculty need to develop new ideas.  He pointed out 
that an alternative proposal by the Faculty Advisory 
Council, which focused on strengthening annual reviews 
and triggering more rigorous evaluations for faculty who 
did not perform up to standard in three of the previous 
five years, had been distributed to the Board and that 
proposal is set forth on Pages 47 - 52. 



The University of Texas 6ystem
Faculty Advisory Council

November 4, 1996

A policy originally motivated by concerns about teaching has been contorted into
something that will harm teaching.

Anyone familiar with academic life will quickly realize that the November 1, 1996
draft of “Guidelines for Periodic Evaluation of Tenured Faculty” would cause cautious
and prudent faculty members to protect their careers by taking the safest possible
courses of behavior with respect to teaching, research, and service activities.

With respect to teaching, there will be little motivation to take risks on innovative
courses. Instead, the faculty may try to avoid undergraduate courses altogether and
will take refuge in graduate courses and other venues that more dependably offer
higher official measures of student satisfaction. Some may decide that protection is to
be found in relaxed grading standards. Why take risks when your career is at stake?

If we look at the impact upon research, we may see a similar pullback to low-risk and
narrow activities. This is the complaint often made when tenure decisions are made:
that there simply is insufficient time for researchers to initiate highly speculative and
risky approaches. This draft policy will have a particularly chilling effect on interdisci-
plinary research as well as newly evolving areas of research because of the possible lack
of opportunity for publication in well established journals. The very conservative and
narrow path is understood as the road to tenure, but once tenure has been achieved,
the expectations change. In fact, one of the most important benefits of tenure is that it
grants researchers the opportunity to take risks. However, a review policy that each
five years hangs an ax over one’s head discourages any work that might only bear fruit
in ten years.

Finally, the experience of faculty has been that student advising, curriculum develop-
ment, and serious committee service are tasks that receive minimal attention from re-
view committees. Nevertheless, they are the sorts of chores that we hope will engage
faculty once they have been granted tenure. Who will do this work if not the tenured
faculty?

Having made claims about the ill effects of this policy, let me attempt to prove them
by discussing some of its details.

Although the draft calls for specific details “to be developed with appropriate faculty
input including consultation with and guidance from faculty governance organiza-
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riot-is...“, should one expect the same sort of “input”, “consultation”. Ind  “pidance”
that was used in the preparation of this very draft? Since this draft (And its predeces.
sors) have been developed wth so little consultation with the faculty governance or-
ganization (namely the UT System Faculty Advisory Council) why should faculty be-
lieve there  would be chfferenr actltudes shown by the local campus administrators.]

Consider, for example, the sentence “Periodic evaluations,  while distinct from the dn-
nual evaluation process now required of all employees, may be integrated with  the an-
nual evaluation process to form a single comprehensive faculty development and
evaluation process”. Typical of the lack of attention to detail in this draft. evaluations
are “distinct” yet “single”. It is one of several examples of evidence chat this document
has been hastily written by administrators and without proper concern for clarity.

The sentence “Nothing in these guidelines or the application of institutional evaluation
policies shall be interpreted or applied to infringe on the tenure system, academic free-
dom, due process, or other protected rights, nor to establish new term-tenure systems
or to require faculty to reestablish their credentials for tenure,” obviously indicates op-
position to term-tenure (or at least “new” term-tenure systems), how much protection
does it offer? If fact, could it be used by administrators in a backward fashion to claim
that, by definition, anything allowed by this policy could not be considered “rerm-
tenure”? That’s a protection for the administration - not the faculty. Lastly, if the svs-
tern administration is so opposed to term-tenure why does the word “new” modify ‘it?
Does the system administration believe that “old” term-tenure is acceptable but not
“new”. This peculiarity hardly convinces one that the system administration is really
opposed to term-tenure.

Although the policy mentions annual reviews in one sentence, the role of the annual
evaluations is unclear. If, as Chancellor Cunningham espouses, the annual reviews are
untrustworthy, should not their refinement be the focus of a new policy? Why add  a
new system of review when we have one that has the potential of working perfectly
well?

The invocation of a review by a committee at the college level is what gives the greatest
concern to faculty and, thus, would be the greatest cause for the sort of risk-
minimizing behavior mentioned above. The proposed review sounds very much like
tenure recertification and thus faculty will behave as they do when facing tenure deci-
sions. Since department chairs may be replaced at four year intervals (or more fre-
quently) and deans at six year intervals, every faculty member realizes that his or her
chair and dean may be replaced during the five year evaluation period. A cautious per-
son would prepare for the worst case (i.e., getting a new chair or dean who would in-
voke the evaluation) and then behave accordingly. Since these committees are  At col-
lege levels, the understanding by the members of the impact of the research is likely to
be weak. Since they may be totally unacquainted with the person being reviewed and
largely unacquainted with the discipline, they may not understand the importance of
particular course innovations or program development. Instead they will be forced to
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depend upon quantitative measures. They will look at the student teaching evalua-
tions, count papers, and possibly write for external letters of recommendation. These
are precisely the actions that will lead the faculty into protective, non-innovative, safe
teaching and research. One might argue that the review committees would delve fur-
ther into faculty contributions, but where are the guarantees for that? Again, a pru-
dent person would prepare for the worst case. Furthermore, the process is very similar
to recertification for tenure.

The language describing the selection of peer review committees is so ambiguous that
not much comment is possible. Unfortunately, that vagueness simply adds to faculty
concern. Apparently a committee could be appointed for an individual case (as op-
posed to using standing committees). Does this offer sufficient safeguards for fairness?
A dean, attempting to remove someone considered by that dean to be troublesome,
might easily be able to construct a small and like-minded committee to do the bidding.
The phrase “in consultation with the tenured faculty” is far too vague to offer solace.
Might the tenured faculty being consulted be those very same individuals being ap-
pointed to a committee!

The review committee is to determine if the faculty member in question has “been per-
forming satisfactorily”. This is an altered standard for termination. It is far from the
notion of “incompetence”. Unsatisfactory performance might be something as simple
as being a vocal opponent of the local administration. It might be “unsatisfactory” to
have an unusual lifestyle. This is the most crucial parts of the draft and yet it is one of
the least defined.

The system administration intends to maintain regents’ rules allowing campus presi-
dents to name tribunals for termination cases. Thus, that final chance for a threatened
faculty member to be receive an impartial hearing will still not be available. Once
again, a cautious person would recognize that the deck may be stacked against him or
her the instant the five year review process begins. There are no real guarantees against
abusive administrators. The prudent conclusion would be to alter one’s behavior first
to avoid the five year reviews and secondly, to appear as good as possible in the event
of five year review. Unfortunately these precautions will be in opposition to what we
expect from tenured faculty members. In particular, teaching, research, and service will
suffer.

A fair evaluation of this proposal concludes that, whatever was its intention, it will
greatly harm education in our universities.

Alan Kaylor  Cline
David Bruton,  Jr. Professor of Computer Sciences

. The University of Texas at Austin

and Chair, The University of Texas System Faculty Advisory Council
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The University of TexBs  8ystem
Fwulty  Advisory Council

October 25, 1996

Proposal of the Ad Hoc Committee on Post-Tenure Review

While the language of the enclosed policy is being proposed by the Committee, more im-
portantly is a set of principles that we feel any policy should obey. These are:

I. No procedure should be presented to the Board of Regents until it has had full faculty
review and contains the following principles.

II. Principles in Post-Tenure review:

a. Review are to be based upon annual reviews at the deparrmental  level.

b. There is to be no system of periodic evaluation of all faculty that requires faculty
to reestablish their credentials for tenure.

c. Full reviews at higher than department level will be for only the putatively in-
competent - those who have been judged at the departmental level as not having met their
responsibilities to the University by virtue of not living up to their academic and/or pro-
fessional obligations over a sufficiently long period of time to suggest an irrevocable and
unacceptable level of performance.

d. All such reviews are to be accompanied by a set of specific charges as to why the
faculty member is accused of not meeting his/her responsibilities.

e. All faculty review committees involved in the process are to be composed of
those nominated by the appropriate faculty body on the basis of their independence and
academic strength.
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Pacultv  A d v i s o r v  C o u n c i l  Prooosal.

U. T. System Board of Regents
Guidelines for Evaluation of Tenured Faculty

Preamble

The UT Board of Regents recognizes the time-honored practice of tenure for university
faculty as an important protection of free inquiry, open intellectual and scientific debate,
and unfettered criticism of the accepted body of knowledge. Academic institutions have a
special need for practices that protect freedom of expression, since the core of rhe academic
enterprise involves a continual m-examination of ideas. Academic disciplines thrive and
grow through critical analysis of yesterday’s accepted conventions and theories. Through-
out history, the process of exploring and expanding the frontiers of learning has necessarily
challenged the established order. That is why tenure is so valuable, not merely for the pro-
tection of individual faculty members, but also as an assurance to society that the pursuit of
truth and knowledge commands our first priority. Without freedom to question, there can
be no freedom to learn.

Academic freedom does not relieve faculty members of their academic and professional re-
sponsibilities to the University and to the State of Texas. The U.T. System Board of Re-
gents supports a system of ongoing evaluations of all tenured faculty. Thus, the ongoing
evaluation process is intended to enhance and protect, not diminish, the important guaran-
tees of tenure and academic freedom.

Guidelines

Each component of the University of Texas System will develop an institutional policy and
plan consistent with the following guidelines for the ongoing evaluation of tenured faculty
and will implement the plan no later than September, 1997.  The purpose of the institu-
tional plan is to develop a comprehensive faculty development and evaluation process for
all tenured faculty.

These institutional policies will be developed with input from the appropriate faculty gov-
ernance organization, and will be included in each institutional Handbook of Operating
Procedures after standard procedures for review and approval. The composition of peer
review committees will be determined by consultation between the appropriate faculty unit
and the appropriate administrator. Nothing in these guidelines, or in the application of
institutional evaluation policies, shall be interpreted or applied to infringe on the tenure
system, academic freedom, due process, or other protected rights.

1. All tenured faculty will be evaluated annually. Each faculry  member will receive, in
writing, the results of his/her evaluations.

2. The evaluation will begin at the depattment  level,and  will include review of the faculty
member’s teaching, research, service, and, for faculty with clinical responsibilities, patient
care. - 51 -



3. Every five years following the award of tenure, each faculty member will submit a
summary statement of the previous five annual evaluations, a vita, teaching evaluations, a
brief statement of professional objectives, and whatever additional material the faculty
member deems appropriate. At least six month’s notice of this review will be provided to
the faculty member by the appropriate administrator. The purpose of the ongoing evalua-
tion process is to provide tenured faculty with an opportunity to make an overall  assess-
ment of their professional development.

However, if within the five-year period, there have been three or more annual evaluations
where the faculty member failed to meet his/her comprehensive academic/professional re-
sponsibilities,  the faculty member will be referred by the appropriate administrator to the
Institution’s or College’s peer review committee charged with reviewing recommendations
for promotion and tenure. If no such committee exists, a peer review committee composed
of tenured faculty members at or above the faculty member’s rank will be appointed by the
approprtate  admunstrator  in consultation with the faculty governance organization. This
referral will be accompanied by a bill of particulars, outlining the faculty member’s unsatis-
factory performance. The peer review committee will investigate only those particulars
listed and may request whatever documents it deems appropriate, including evaluations by
external evaluators. The faculty member will receive copies of all materials provided to the
peer review committee. The faculty member will respond to the bill in writing and may
submit whatever additional materials he or she deems appropriate. The faculty member
also may request an external evaluation.

4. The peer review committee’s findings will be communicated in writing to the faculty
member and the appropriate administrator for review and appropriate action. The com-
mittee’s report will include one of the following recommendations:

a. The faculty member is meeting his/her academic/professional responsibilities and no
further action is warranted;

b. The faculty member is failing to meet his/her comprehensive academic/ professional
responsibilities and is referred to the appropriate administrator for appropriate action,
which may include remediation efforts or additional action under Regents Rules.

3. Any proceedings for termination of a tenured faculty member must be con- ducted  in
accordance with the due process procedures of the Regents’ Rules at Part One, Chapter III,
Section 6 and shall be only for good cause shown. Due process shall include the right to a
hearing by a tribunal of faculty members of equivalent or higher rank, appointed by the
President in consultation with the appropriate faculty governance body.
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 After reviewing the proposal offered by the Faculty Advi- 
sory Council, Dr. Cline introduced the following who 
spoke against the U. T. System proposal on the periodic 
evaluation of tenured faculty: 

 
  Dr. Ivor Page, Associate Professor and Pro- 
  gram Head, School of Engineering and Com- 
  puter Science at The University of Texas at 
  Dallas 
 
  Dr. Jerry Polinard, Professor of Political  
  Science at The University of Texas - Pan  
  American and former Chairman of the U. T.  
  System Faculty Advisory Council 
 
  Dr. Betty Travis, Professor in the Divi- 
  sion of Mathematics and Statistics at 
  The University of Texas at San Antonio 
 
  Dr. Michael J. Siciliano, Kenneth D. Muller 

Professor of Tumor Genetics at The Univer- 
  sity of Texas M.D. Anderson Cancer Center  
  and Chairman-elect of the U. T. System  
  Faculty Advisory Council. 
 
 Each of the above speakers urged the Board to reject the 

proposed Guidelines as recommended by Dr. Cunningham and 
argued that the Guidelines would unfairly subject every- 
one to the reviews, had the appearance of forcing fac- 

 ulty to be "recertified" for tenure every five years,  
 and could threaten academic freedom and put professors  
 at the mercy of University politics.  As an alternative, 

the aforementioned speakers reinforced the Faculty 
Advisory Council proposal that would strengthen annual 
reviews and trigger more rigorous evaluations for faculty 
who did not perform up to standard in three of the pre- 
vious five years.   

 
 Following these presentations, Dr. Charles Zucker summa- 

rized three points related to post-tenure review:  
 
 a. Chancellor Cunningham's proposed tenure review 

policy may infringe upon current tenured fac- 
  ulty members.  The Texas Faculty Association 

believes that the policy will lead to a change  
  in the dismissal of faculty members, particu- 
  larly those who get "crosswise" with their  
  administrators. 
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 b. If the Board is acting in part because of  
  pressure from the Legislature, then there  
  is evidence that the Legislature is not  
  interested in doing anything about post- 
  tenure review.  Lt. Governor Bullock,  
  Speaker Laney, and Senator Teel Bivins,  
  Chairman of the Senate Education Committee,  
  have indicated that the Legislature should  
  stay out of this and let the institutional  
  governing boards mandate the policy. 
 
 c. Recruitment of faculty members will be  
  difficult with a post-tenure review policy. 
 
  Dr. Zucker then offered three recommendations to the 

Board: 
 
 a. The Board postpone any action until a ten- 
  ure impact study has been done. 
 
 b. If the Board does vote to approve post- 
  tenure review, then exclude faculty who  
  currently hold tenured positions. 
 
 c. If the Board does vote to approve post- 
  tenure review, then include outside  
  arbitration. 
 
 Following Dr. Zucker's remarks, Vice-Chairman Smiley 

thanked the members of the faculty who were present and 
those participating in the process for the energy and 
thoughtfulness they have devoted to this issue noting 
that faculty opinions are important to the Board and  

 will not be ignored.  Ms. Smiley emphasized that she 
favored post-tenure review and indicated support of 
Chancellor Cunningham's proposal. 

 
Chairman Rapoport noted that he wanted to be on record as 
supporting five-year review of tenured faculty.  He 
stated that tenure is fundamental to the protection of 
free inquiry, open intellectual and scientific debate, 
and unfettered criticism of the accepted body of  
knowledge.  He pointed out that the Guidelines before  

 the Board have been crafted so that they support, 
enhance, and strengthen the tenure system. 
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 The following chief administrative officers offered 
comments and endorsed Chancellor Cunningham's proposed 
post-tenure review policy noting that it is unfortunate 
that the dialogue portrays the proposal as a way to  

 fire faculty when the goal of post-tenure review is to 
improve faculty performance:   

 
  President Berdahl of The University of  
      Texas at Austin 
 
  President Wildenthal of The University of 
  Texas Southwestern Medical Center at Dallas 
 
  President James of The University of Texas 
  Medical Branch at Galveston 
 
  President Low of The University of Texas  
  Health Science Center at Houston.  
 
 Regent Evans expressed the hope that the new policy will 

have less to do with getting rid of bad professors than 
encouraging all to do better work.  Mr. Evans noted that 
he wanted to help the faculty members be the very best 
they can be as pressure from the citizens of the State of 
Texas dictates that the University must look carefully at 
those who are not performing up to standard.  

 
 Regent Loeffler pointed out that as the Board moves 

forward to make the final decision on this matter it is 
important to remember that tenure is a privilege and not 
a right.  It is something you earn.   

 
 Following considerable discussion among the members of 

the Board and members of the faculty who were present, 
Vice-Chairman Hicks moved that the Board adopt the 
Guidelines for Periodic Evaluation of Tenured Faculty 

 within the U. T. System as recommended by Chancellor  
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 Cunningham.  Regent Evans offered an amendment to Vice-
Chairman Hicks' motion proposing that the second sentence 
under the Guidelines section be amended to read as 
follows: 

 
  Guidelines 
 
  . . . Institutional policies are to be developed 
  with appropriate faculty input, including consul- 
  tation with and guidance from faculty governance 
  organizations, and are to be included in each  
  institutional Handbook of Operating Procedures  
  after review and approval by the appropriate 

Executive Vice Chancellor and submission to the  
  U. T. Board of Regents for review and final 

approval. . . . 
 
 The amendment was accepted by Vice-Chairman Hicks and 

Regent Loeffler seconded the motion as amended.  The 
Board unanimously adopted the following Guidelines for 
Periodic Evaluation of Tenured Faculty within the U. T. 
System: 

 
 
 The University of Texas System 
 
 Guidelines for Periodic Evaluation  
 of Tenured Faculty 
 
 
 Preamble 
 
 The U. T. Board of Regents recognizes the time-honored 

practice of tenure for university faculty as an important 
protection of free inquiry, open intellectual and scien- 
tific debate, and unfettered criticism of the accepted 
body of knowledge.  Academic institutions have a special 
need for practices that protect freedom of expression, 
since the core of the academic enterprise involves a 
continual reexamination of ideas.  Academic disciplines 
thrive and grow through critical analysis of conventions 
and theories.  Throughout history, the process of explor- 
ing and expanding the frontiers of learning has neces- 
sarily challenged the established order.  That is why 
tenure is so valuable, not merely for the protection of 
individual faculty members but also as an assurance to 
society that the pursuit of truth and knowledge commands 
our first priority.  Without freedom to question, there 
can be no freedom to learn.   
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 The U. T. Board of Regents supports a system of periodic 
evaluation of all tenured faculty.  Periodic evaluation 
is intended to enhance and protect, not diminish, the 
important guarantees of tenure and academic freedom.  The 
purpose of periodic evaluation is to provide guidance for 
continuing and meaningful faculty development; to assist 
faculty to enhance professional skills and goals; to 
refocus academic and professional efforts, when appro- 
priate; and to assure that faculty members are meeting 
their responsibilities to the University and the State of 
Texas.  The U. T. Board of Regents is pledged to regular 
monitoring of this system to make sure that it is serving 
its intended purposes and does not in any way threaten 
tenure as a concept and practice.  In implementing the 
plan, component institutions shall maintain an appro- 
priate balance of emphasis on teaching, research, ser- 
vice, and other duties of faculty. 

 
 Guidelines 
 
 Each component institution of The University of Texas 

System will develop an institutional policy and plan 
consistent with the following guidelines for the periodic 
evaluation of tenured faculty and will implement the plan 
no later than September 1997.  Institutional policies are 
to be developed with appropriate faculty input, including 
consultation with and guidance from faculty governance 
organizations, and are to be included in each institu- 
tional Handbook of Operating Procedures after review and 
approval by the appropriate Executive Vice Chancellor and 
submission to the U. T. Board of Regents for review and 
final approval.  Periodic evaluations, while distinct 
from the annual evaluation process now required of all 
employees, may be integrated with the annual evaluation 
process to form a single comprehensive faculty develop- 
ment and evaluation process.  Nothing in these guidelines 
or the application of institutional evaluation policies 
shall be interpreted or applied to infringe on the tenure 
system, academic freedom, due process, or other protected 
rights; nor to establish new term-tenure systems or to 
require faculty to reestablish their credentials for 
tenure. 
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 Institutional Handbook policies should be drafted to 
establish a streamlined, efficient process and should 
include the following minimum elements for periodic 
evaluation: 

 
 1. Evaluation of tenured faculty will continue  
  to be performed annually with a comprehensive 

periodic evaluation of all tenured faculty  
  performed every five years (except in rare 

circumstances such as overlap with approved  
  leave, promotion or other comprehensive review,  
  or review for appointment to an endowed posi- 
  tion or in the case of administrators with  
  academic appointments who are subject to  
  review under other policies or procedures).   
  The requirement of periodic review does not  
  imply that individuals with unsatisfactory  
  annual evaluations may not be subject to  
  further review and/or appropriate adminis- 
  trative action. 
 
 2. The evaluation shall include review of the 

faculty member's duties such as teaching, 
research, service, and, for faculty with 
clinical responsibilities, patient care. 

 
 3. Reasonable individual notice of at least  
  six months of intent to review will be  
  provided to a faculty member. 
 
 4. The faculty member being evaluated shall  
  submit a résumé, including a summary state- 
  ment of professional accomplishments, and  
  shall submit or arrange for the submission  
  of annual reports and teaching evaluations.   
  The faculty member may provide copies of  
  a statement of professional goals, a pro- 
  posed professional development plan, and  
  any other additional materials the faculty  
  member deems appropriate. 
 
 5. In accordance with institutional policy, 

initial evaluation of the faculty member's 
performance may be carried out by the 
department, department chair (or equivalent), 
dean, or peer review panel, but in any event 
must be reported to the chair (or equivalent) 
and dean for review.  Evaluation shall include  
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  review of the current résumé, student evalua- 
  tions of teaching for the review period,  
  annual reports for the review period, and all 

materials submitted by the faculty member. 
 
 6. If peer review is not required by institu- 
  tional policy, the peer review process may be 

initiated by the faculty member, department  
  chair (or equivalent) or dean.  If peer com- 
  mittees are involved, the members shall be 

representative of the college/school and will  
  be appointed, on the basis of their objectivity  
  and academic strength, by the dean in consul- 
  tation with the tenured faculty in the college/ 

school or pursuant to other process as defined  
  in institutional policies.  If peer review is 

involved, the faculty member will be provided  
  with an opportunity to meet with the committee  
  or committees. 
 
 7. Results of the evaluation will be communicated 

in writing to the faculty member, the depart- 
ment chair/dean, the chief academic officer, 
and the president for review and appropriate 
action.   

 
 Possible uses of the information contained in the 

report should include the following: 
 
 • For individuals found to be performing well, 

the evaluation may be used to determine salary 
recommendations, nomination for awards, or 
other forms of performance recognition. 

 
 • For individuals whose performance indicates 

they would benefit from additional insti- 
tutional support, the evaluation may be used  

  to provide such support (e.g., teaching 
effectiveness assistance, counseling, or  

  mentoring in research issues/service expec- 
  tations). 
 
 • For individuals found to be performing unsat- 

isfactorily, possible review for termination 
under current Regents' Rules and Regulations 
may be considered.  All proceedings for 
termination of tenured faculty shall be only 
for good cause shown and must be conducted in 
accordance with the due process procedures 
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  of the Regents' Rules and Regulations, Part One, 
Chapter III, Section 6.  Such proceedings must 
include a list of specific charges by the chief 
administrative officer and an opportunity for a 
hearing before a faculty tribunal.  In all such 
cases, the burden of proof shall be on the 
institution, and the rights of a faculty member 

  to due process and academic freedom shall be 
protected. 

 
 The acceptance and success of periodic evaluation for 

tenured faculty will be dependent upon a well-executed, 
critical process and an institutional commitment to 
assist and support faculty development.  Thus, remedia- 
tion and follow-up review for faculty who would benefit 
from such support, as well as the designation of an 
academic administrator with primary responsibility for 
monitoring such needed follow-up activities, are 
essential. 

 
 
 Executive Secretary's Notes:   
 
 a. The University of Texas M.D. Anderson Cancer  
  Center will conduct reviews every seven years  
  in accordance with the current seven-year term 

appointment stipulated in the Regents' Rules 
  and Regulations.  
 
 b. The Board's consideration of the Guidelines  
  for the Periodic Evaluation of Tenured Faculty  
  was recorded and those tapes are on file in  
  the Office of the Board of Regents. 
 
 
 
 
 
 
 
 
 
COMMITTEE REPORTS TO THE BOARD.--The meetings of the Stand- 
ing Committees were conducted in open session and at the 
conclusion of each committee meeting the Board reconvened to 
approve the report and recommendations of that committee. 
The reports and recommendations of each committee are set 
forth on the following pages. 
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 REPORTS AND RECOMMENDATIONS OF STANDING COMMITTEES 
 
REPORT OF EXECUTIVE COMMITTEE (Pages 61 - 82).--In compliance 
with Section 7.14 of Chapter I of Part One of the Regents' 
Rules and Regulations, Chairman Rapoport reported to the Board 
for ratification and approval all actions taken by the Execu-
tive Committee since the last meeting.  Unless otherwise indi-
cated, the recommendations of the Executive Committee were in 
all things approved as set forth below: 
 
 
A. EXECUTIVE COMMITTEE LETTER NO. 96-22 
 
 
 U. T. Austin - Memorial Stadium - Lighting for Practice 

and Soccer Fields and Installation of Artificial Turf 
(Project No. 102-858):  Approval of Increase in Total 
Project Cost; Award of Construction Contract to Tremur 
Consulting Contractors, Inc., Del Valle, Texas; and 
Appropriation Therefor.--Upon recommendation of the 
Executive Committee, the Board: 

 
 a. Authorized an increase in the total proj-

ect cost from $1,200,000 to $1,320,000 for 
Memorial Stadium - Lighting for Practice 
and Soccer Fields and Installation of 
Artificial Turf at The University of Texas 
at Austin to be funded by $120,000 in 
Auxiliary Enterprise Balances from Men's 
Athletic Department Reserves 

 
 b. Awarded a construction contract for 

Memorial Stadium - Lighting for Practice 
and Soccer Fields and Installation of 
Artificial Turf at U. T. Austin to the 
lowest responsible bidder, Tremur 
Consulting Contractors, Inc., Del Valle, 
Texas, for the Base Bid and Alternate 
Bid Nos. 1, 2, and 3 in the amount  

  of $1,201,180 
 
 c. Appropriated $120,000 in Auxiliary Enter-

prise Balances from the U. T. Austin Men's 
Athletic Department Reserves.  A previous 
appropriation of $1,200,000 from Gifts 
and Grants from Intercollegiate Athletics 
for Men provides total project funding 

  of $1,320,000. 
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 Tremur Consulting Contractors, Inc. stated in its 
proposal that it will have Historically Underutilized 
Business participation of 10% for minority-owned firms 
and 16% for women-owned firms in the contract. 

 
 The total project cost is comprised of the following 

elements: 
 
  General Construction Contract  $1,201,180 
  Fees and Administrative Expenses    102,000 
  Miscellaneous Expenses       11,820 
  Testing           5,000 
 
  Total Project Cost    $1,320,000 
 
 This project was reviewed by the Texas Higher Education 

Coordinating Board in April 1996 and is included in the 
FY 1996-2001 Capital Improvement Program and the 

 FY 1996-1997 Capital Budget. 
 
B. EXECUTIVE COMMITTEE LETTER NO. 97-1 
 
 1. U. T. System:  Establishment of Texas Universities 

Health Plan, Inc., a Texas Nonprofit Corporation, 
to Apply for and Hold the License for a Statewide 
University of Texas System - Texas Tech Health 
Maintenance Organization (HMO).--The Board, upon 
recommendation of the Executive Committee, approved 
the establishment of a Texas nonprofit corporation 
to apply for and hold the license for a statewide 
University of Texas System - Texas Tech Health 
Maintenance Organization (HMO).  The name of the 
corporation and HMO is "Texas Universities Health 
Plan, Inc.," and the corporation will be estab-
lished in accordance with the Bylaws developed by 
the Office of General Counsel as set forth on  

  Pages 63 - 77. 
 
  The University of Texas System requested permission 

to establish a nonprofit corporation to obtain a 
primary Health Maintenance Organization certificate 
of authority.  The major purpose of this HMO is to 
manage capitated lives in geographically dispersed 
areas of Texas through integrated delivery systems. 
Texas Tech Health Science Center was invited 
to participate in its geographical area in West 
Texas.   

 
  See Page 146 related to transfer of funds to the 

Texas Universities Health Plan, Inc. 



BY-LAWS

OF

TExAsLJNM3LsrTIEs
HEALTH PLAN. INC.

ARTICLE 1

NAME AND PURPOSE

1.1 m. The name of the corporation is Texas  Universities Health Plan Inc.

(“Corporation”). The principal place of business of the Corporation shall be located at 601 Colorado

Street, Austin, Texas 78701. The Corporation may have such other oftices,  either within or without

the State of Texas, as the Board of Directors may determine or as the at&s of the Corporation may

require horn  time to time.

1.2 Purnose.  This corporation is organized exclusively for charitable, scientitic,  and

educational purposes. The Corporation is a non-profit corporation orgaked  under the laws of the

State of Texas, including the Texas  Non-Profit Corporation Act, Tex. Rev. Civ. State. Ann Art 1396.

The Articles of Incorporation of the Corporation (as amended gem  time to time, the “Articles of

Incorporation”) were tiled in the 05ce  of the Secretary of the State of Texas on In

accomplishment of such purposes, the Corporation will  be administered solely for the purpose of

aiding, assisting, supporting and acting on behalf of The University of Texas System (the “System”), an

agency of the State of Texas, in the perkormance  of its essential governmental tknction  of providing

higher education in accordance with the laws of the State of Texas authorizing and goveming  the
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System. More spe&icaUy,  the Corporation is organized and shall  be operated exclusively to carry out

the following purposes:

(a) Securing a certificate  of authority for a Health Maintenance Organization under

the provisions of Texas Insurance Code Chapter 2OA, Health Maintenance Organization Act. The

Corporation may appoint officers of the Health Maintenance Organization.

@) Supporting health care education through grants to the System to be used for

educating students in health care programs; for scholarships and loans to such students; for programs

to enhance the capabiities  of faculty of the System to educate students in the delivery of health care to

the public; and for programs developed and implemented by the System to inform and instruct the

general public in the areas of medical science, public health, hygiene, and other health related subjects

that are beneticial  to individuals and the community.

(4 Providing grants to the System to conduct research and develop educational

progmms  to fkrther  and improve the ability  of health care professionals and facilities  to provide health

care services  to the public.

Purposes.

(4 Other activities usefiJ  or appropriate to the accomplishment of the foregoing
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No part of the Corporation’s net earnings shall inure to the benefit of, or be distributable to, any

director, officer, or other person; provided that, the Corporation shag be authorized and empowered to

employ or contract for the services as necessary or useful  in the accomplishment of the foregoing

purposes and shall be authorized and empowered to pay reasonable compensation for services

rendered by such personnel and facilities  and to make payments and distributions in tintherance  of such

purposes. No substantial part of the activities of the Corporation shah be carrying on propaganda, or

otkmise  attempting to intluence  legislation, and it shall  not participate in, or intewene  in (icluding

the publishing or distributing of statements), any political campaign on behalf of or in opposition to any

candidate for public office.

ARTICLE 2

MEMBERS

2.1 The Corporation shag have no members.

ARTICLE 3

BOARD OF DIRECTORS

3.1 powa  Number.  Term, Ouahfications.  RemovaL Resinnation  and Vacancies.

(4 Powers. Except as otherwise provided in the Articles of Incorporation and

these By-laws, the direction and management of the atSirs  of the Corporation and the control and

disposition of its assets shall  be vested in a board of directors (“Board”).
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0) Number. The Board shall consist of not less than five (5) diiectors.  Such

number may i?om  time to time be increased or decreased by the Board and shall  be set forth in the

notice of any meeting of the Board.

(4 Term.  Except for appointments by tide, commencing with the date of

appointment, each director shall serve a term of three years and until a successor shall have been duly

appointed and qualikd unless he or she is sooner removed pursuant to subparagraph 3.1 (e) or dies or

resigns. Directors appointed by The University of Texas System Board of Regents (“U. T. Regents”)

and constituting the initial Board shall  serve terms of office as follows:

(9 one shall serve a term commencing upon the inception of the

corporation and ending upon the date of the 6rst  annual meeting of the Board;

(ii) one shall  serve a term commencing upon the inception of the

corporation and ending upon the date of the second annual meeting of the Board; and

(ii) one shall  serve a term commencing upon the inception of the

corporation and ending upon the date of the third annual meeting of the Board.

The detumktion  of which directors named as initiaJ  directors in the Articles of Incorporation

shall serve terms of 05c.e  as specified  above shall be determined by the initial Board at its

organkational  meeting, Each successor to a director whose term has expired shall be appointed in the
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manner specitied  in paragraph 3.2, for the term specified in this subparagraph 3.1(c). In the case of an

appointment to fill a vacancy the term of the successor shall be for the unexpired term  only.

(4 Qualitications.  Each director shall possess one of the qualitications  listed

below:

(9 three persons knowledgeable about the management, operations, or

financing of health organimtions,  to be appointed by the U. T. Regents;

(ii) the U. T. System  Executive Vice Chancellor for Health Affairs,

(ii) the U. T. System Executive Vice Chancellor for  Business .4&k.

(4 Removal. The U. T. Regents may remove a director appointed by the U. T.

Regents Tom the Board at any time. Failure to meet the qualifications  of subparagraph 3.1(d)  on a

continuing basis shag result  in automatic removal.

(f) Resignation. A director may resign  at any time upon written notice to the

president or secretary of the corporation Unless otherwise specSed  in the notice, the resignation shall

take efkt  upon receipt. The acceptance  of a resignation shah not be necessary to make it effective.

69 Vacancies. A vacancy shag exist on the Board upon the death, resignation, or

removal of a director, upon the disabiity  of a diiector  that renders him or her permanently

incapacitated (as defined  in paragraph 10.4),  or when a director is no longer qualitied  under

subparagraph  3.1(d) to serve as a director.
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3.2 A000intment.  Each SUCWSSO~  to a director  whose term  shall  have expired  may be

appointed  by the Regents  at a regularly  scheduled  meeting  or  at a special  meeting  c&d for  that

purpose.  Any director  whose term  of office  shall  have expired  may be appointed  to another  term. In

the event  of a vacancy or  of  an increase.  in the number  of directors  in accordance  with these  By-laws,

the vacancy or  the additional  director(s)  may be appointed  by the U. T. Regents  without  the necessity

of  a meeting.

3.3 Annual  Meetinsz  of  the Board. The annual meeting  of  the Board  shall  be held  at such

date  and time  as shall  be designated  from  time  to time  by the Board  and stated  in the notice  of meeting.

The purpose  of  the annual meeting  shall  be for  the election  of  officers  of  the corporation  and the

trmaction  of  such  other  busmess  as may lawfully  come before  the meeting. It shall  be the duty of the

secretary  of  the corporation  to give at least  ten  (10)  days notice  of  the t;ne,  place,  and date  of  the

annual meeting  to each  director.

3.4 Rem&u  Meetinps.  Regular  meetings  of  the Board  shall  be held  according  to a

schedule  of  dates  and at the time  and place  adopted  by the Board  at its annual meeting. The purpose

of  regular  meetings  shall  be for  the transaction  of  such  buaiiess  as may lawhdly  come before  each

meeting. The secretary  of  the corporation  shall  provide  the members  with a schedule  of the  regular

meetings.

3.5 Soecial  Meetitws.  Special meetings  of the Board  shah  be held  whenever  called  by or  at

the request  of  the president  of  the corporation  or  any two directors. Except  in the case  of an

emergency,  ten  (10)  days notice  of  the date,  time  and place  of  each  such  special  meeting  shall  be given

to each  director.
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3.6 Quorum for Meetings The presence of a majority of the number of dktors  Axed

pursuant to the provisions of these By-laws shall be a quorum for the trsnsaction  of business at aU

meetings convened according to these By-laws.

3.7 &t&g. The a6rmative  vote of a majority of the directors present (in person or by

proxy) at a meeting at which a quorum is present shall be the act of the Board, except as may be

otherwise specitically  provided by law, the corporation’s Articles of Incorporation, or these By-laws.

3.8 m. A director may vote at a meeting of the Board by proxy executed in writing

by such director and delivered to the secretary of the corporation at or prior to such meeting; however,

a director present by proxy at any meeting of the Board may not be counted to determine whether a

quorum is present. No proxy shall be valid  after three months from  the date of its execution and shall

be revocable at any time unless otherwise made imwcable by law.

3.9 Action bv Written Consent. Any action required or permitted to be taken at any

meeting of the Board or of any committee designated by the Board may be taken without a meeting if a

consent in writing,  wting forth the action to be taken, shag be signed by all members of the Board or

of such committee. The consent shall  have the same force and effect as a unanimous vote at a meeting.

ARTICLE 4

NOTICES

4. I Form of Notice. Whenever the provisions of these By-laws require notice to be given

to a director or committee membera  and no provision is made as to how such notice shall be given,

notice shall be given in writing, either by courier or by mail,  postage prepaid, addressed to the director

or committee members at such address as appears  in the;records  of the corporation. Any notice by

- 69  -



mail shall be deemed to be effective at the time the notice is deposited, postage prepaid, in the United

states mail.

4.2 m. Whemver  notice is required to be given to a director  or a committee member,

a waiver of notice in writing signed by the director  or committee member entitled to such notice,

whether before or a&r the time stated there-in, shall be equivalent to giving the required notice.

ARTICLE 5

GENERAL OFFICERS

5.1 Number. Election and Term, Resinnation  and Removal.

(4 Number. TheofficersoftbeBoardshaUbeachairmanandavicechairman.

The corporate officers shall be a president, one or more vice presidents, a secretary, and a treasurer and

such other 05~s  as may be determined and selected by the Board from  time to time.

@) Election and Term. At the organizational  meeting, and thereafter  at each

annual meeting, the Board shall elect the 0503-s. Each officer shall take office on the date of election

and shall  hold 05ce  until the earlier of the date of the next annual meeting of the Board, or the date

such officer  dies, resigna,  or is removed. Any two or more offices may be held by the same person,

except the 05~~  of president and secretary.

(c) Resignation.  Any officer may resign by giving written notice to the president

or secretary. Unless otherwise specified in the notice, the resignation shall  take effect upon receipt.

The acceptance of the resigoation  shall not be necessary  to make it effective.
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(4 Removal. Any 05cer  elected by the Board may be removed at any time by the

Board with or without cause.

5.2 Attendance at Meetin@. The chairman of the Board, and in his or her absence the vice

chairman of the Board, shah call meetings of the Board to order, and shall  act as the chairman of such

meetings. The secretary of the corporation shall  act as secretiily  of all such meetings, but in the

absence of the secretary  the chairman of the Board may appoint any person present to act as secretary

of the meeting.

5.3 m. The principal duties of the several 05cers  are as follows:

(4 Chairman of the Board. The chairman of the Board shah preside at all

meetings of the Board and shaJl perform such other duties that are not inconsistent with the Article of

Incorporation or these By-laws as may be assigned by the Board.

@I Vice Chairman of the Board. The vice chairman of the Board shall discharge

the duties of the chairman in the event of the chairmans  absence or disability, and shah perform such

additional duties that are not inconsistent with the Articles of Incorporation or these By-laws as may be

assigned by the Board.

(4 President. The president shah be the chief executive officer of the corporation,

and subject to the control of the Board, shall have general charge and supervision of the administration

of the activities and affairs of the corporation. The president shall  see that all  orders and resolutions of
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the Board are carried into effect. The president shall sign and execute all  legal  documents and

instruments in the name of the corporation when authorized so to do by the Board, prepare an annual

budget showing expected receipts and expenditures for consideration by the Board, and shah perform

such other duties that are not inconsistent with the Articles of Incorporation or these By-laws aa may

be assigned by the Board. The president shah also have the power to appoint and remove subordinate

employees. The president shall  submit to the Board plans and suggestions for the activities of the

corporation, shall direct its genera) correspondence and shah present recommendations in each case to

the Board for decision. The president shah also submit a report of the activities and affairs of the

wrporation  at each annual meeting of the Board and at other times when called upon to do so by the

Board.

(4 Vice Presidents. The vice presidents, in order of rank shah discharge the

duties of the president in the event of the president’s absence or disabiity. They shall  also perform such

additional duties that are not inconsistent with the Articles of Incorporation or these By-laws as may be

assigned by the Board.

(e) Secmtatv.  The secretary shall be responsible for the records and

wrresponden~  of the corporation under the direction of the president, and shah be the custodian of

the seal of the wrporation,  if any. The secretary shall attend ah meetings of the Board and give such

notice of meet&  as required by these By-laws. The secretary shah take and keep true minutes of all

meetings of the Board. The xcmtary  shall discharge such other duties that are not inconsistent with

the Articles of Incorporation or these By-laws aa shah  be assigned by the president or the Board. In

case of the absence or disabiity of the secretary, the Board may appoint an assistant secretary to
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perform the duties of the secretary during such absence or disabiity

03 Truer. The treasurer shall keep account of all  moneys, credits, and

property of the corporation and keep an accurate account of all  moneys received  and disbursed.

Except as otherwise ordered by the Board, the treasurer shall have the custody of alI  fimds  and

securities of the corporation and shall deposit the same in such banks or depositories as the Board shall

designate. The treasurex  shall keep accurate books of account and other books showing at all  ties the

amount of the Gmds  and other property belonging to the corporation. Au books shall be open to the

inspection of the Board and the member(s). The treasurer  shall also submit a report of the accounts

and linancial  condition of the corporation at each annual meeting of the Board and under the direction

of the Board, shall di&urse  all  moneys and sign all  checks and other instruments drawn on or payable

out of the Iixxis  of the corporation, unless  the Board authorizes other officers, employees, or agents of

the corporation to sign checks without the counter signature of the Treasurer. The Board may require

all  checks to be signed by the president or one of the vice presidents. The treasurer shall make such

transfers and alterations in the securities of the corporation as may be ordered by the Board. The

treasurer shall perform such additional duties that are not inconsistent with the Articles of

Incorporation or these By-laws as may be assigned by the Board or the president. The treasurer shall

give bond only if required by the Board. In case of absence  or disabiity of the treasurer, the Board

may appoint an assistant treasure-r to perform the duties of the treasurer during such absence or

disabiity.

5.4 Vacancies. Whenever  a vacancy shall occur in any general office of the corporation,

such vacancy shall  be filled  by the Board by the election of a new officer who shall take office on the

date of election and shall  hold office until the earlier of the date of the next annual meeting of the Board
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or the date such officer dies, resigns, or is removed,

ARTICLE 6

APPOINTIVE  OFFICERS AND AGENTS

6.1 Anwintive OtTicers  and Agents. The Board may appoint such officers and agents in

addition to those provided for in Article  5 of these By-laws as the Board may deem necessary Such

persons shall  have such authority and perform such duties that are not inconsistent with the Articles of

Incorporation or these By-laws as shall be assigned by the Board. AU appointive officers and agents

shall  hold their  respective offices or positions at the pleasure of the Board and may be removed at any

the  with or without cause.

ARTICLE 7

STANDING AND SPECIAL COMMITTEES

7.1 Owntim  Committee of the He&h  Maintenance Ormmixation.  The Board may

designate a standing Opemting  Committee of the Health Maintenance Organization, Membership on

this Committee will  cmsist  of either the Chief Executive Oflicer  or Chairman of the Board of Directors

of each approved non-profit health corporation contributing to the. Corporation and contracting with

the Corporation to provide health services in a specitied  service area. The Committee will perform

such duties as may be delegated by the Board and will  report to the Board. The Committee shall  elect

aChairman

7.2 Standinn  Committees, The Board may designate other standing committees to

perform such duties that are not inconsistent with the Articles of Incorporation or these By-laws as

shag be assigned by the Board. Each standing committee shall consist of two or more persons, who
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may, but need not be, directors of the corporation. Appointments of persons to such standing

committees shag be for terms prescribed  by the Board upon their appointment.

7.3 Snecial Committees. The Board may designate one or more special committees to

perform  such duties that are not inconsistent with the Articles of Incorporation or these By-laws as

shall be assigned by the Board. Each special committee shall  consist of two or more persons appointed

by the chairman of the Roard,  who may, but need not be, directors of the corporation. A special

wmmittee shall  limit its activities to those for which it is designated and shall have no power to act

except as specifidy  wnkred  by the Board. A special wmmittee shah stand dissolved upon the

completion of the duties assigned.

7.4 Ouorum  and Voting. A majority of the members of a committee shah constitute a

quorum for the tmmaction  of business at any meeting of such wmmittee and the act of a majority of

the quorum shall  be the act of the wmmittee Attendance or voting by proxy shah not be permitted.

7 . 5  MeetinnsandNotices.  Meetingsofawmmitteemaybecalledbythechairmanofthe

Board or the chairman of the committee. Each wmmittee shag meet as often  as is necessary to

perform  its duties. Notice may be given at any time and in any manner reasonably designed to inform

the committee members of the time and place of the meetings. Each committee shah  keep minutes of

its proceedings.

7.6 Resignations and Removals. Any members of a wmmittee may resign at any tie  by

giving notice to the chairman of the wmmittee or the secretary of the corporation. Unless otherwise

specified in the notic+  such resignation shah take effect upon receipt. The acceptance of such

resignation shag not be necessary  to make it etfective. The Board may remove a member of any

wmmittee. at anytime with or without cause.

7.7 Vacancies. A vacancy on a wmmittee shag be 6lled  for the unexpired portion of the
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term in the same manner in which an original appointment to such committee is made

ARTICLE 8

Ah4EiNDhaimTs

8.1 Amendments. These By-laws may be altered, amended, or repealed or new By-laws

may be adopted only by the Board at a meeting called for that purpose.

AFmcLE9

INDEMNIFICATION, OFFICERS, EMPLOYEES, AND AGENTS

9.1 Indemnitication.  The corporation shall indemnify  directors, 05cers,  employees, and

agents of the corporation to the extent required by Article 2.22A  of the Texas Non-Profit Corporation

&t and may indemnify  such persons to the extent permitted by Article 2.22A  of the Texas Non-Profit

Comration  Act.  subject to restrictions, if any, io the Articles of Incorporation. To the extent

permitted by Article  2.22A of the Texas Non-Profit Corwration  Act, the corporation shall have the

power to purchase and maintain, at its cost and expense, insurance to provide coverage on behalf of

such persons for soy  liabiity  asserted against them in their capacity as director, 050~. employee, or

agent of the corporation.

ARTICLE 10

GENERAL  PROVISIONS

10.1 Fiscal Year. The fiscal year of the corporation shall end on August 3 1 of each calendar

Year.

10.2 Books and Records. The corporation shall keep correct and complete books and
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records of account and shah also keep minutes of the proceedings of the meetings of the Board and

standing or speoial  committees.

10.3 H. The Board may adopt a corporate seal to be in such form and to be used in such

manner as the Board shall direct.

10.4 Permanent Incaoacitv. Any member of the Board or any officer of the corporation

who shall be incapable of participating in the management and affairs of the corporation for a

continuous period of six months shah be deemed to be “permanentiy  incapacitated” within the meaning

of that term as used in these By-laws.

10.5 &c&.  AU checks or demands for money and notes of the corporation shah be signed

by such officer or officers as provided in these By-laws or as the Board may from time to tie

designate.

10.6 Contracts. The Board may authorize any officer or 05cers  or agent or agents of the

corporation to enter into any contract or execute and deliver any instrument in the name and on behalf

of the corporation that is consistent with the purposes for which the corporation is organized Such

authority may be general or limited to specific instances.

10.7 Dewsits.  All  hnds of the corporation shah be deposited corn  time to time to the

credit of the coqnxation  in such banks, trust companies, or other depositories as the Board may f?om

time to time select.
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2. U. T. Austin - Renovation of Gregory Gymnasium (Project 
No. 102-817):  Approval of Plaque Inscription.--Approval 
was given to the inscription set out below for a plaque 
to be placed on the Renovation of Gregory Gymnasium at 
The University of Texas at Austin in keeping with the 
standard pattern approved by the U. T. Board of Regents 
in June 1979: 

 
 
 RENOVATION OF GREGORY GYMNASIUM 
 1996 
 
   BOARD OF REGENTS 
 
Bernard Rapoport   William H. Cunningham 
 Chairman      Chancellor, The University 
Thomas O. Hicks    of Texas System 
 Vice-Chairman    Robert M. Berdahl 
Martha E. Smiley    President, The University 
 Vice-Chairman     of Texas at Austin 
Linnet F. Deily 
Donald L. Evans   F & S Partners Incorporated 
Zan W. Holmes, Jr.    Project Architect 
Lowell H. Lebermann, Jr.  Emerson Construction 
Tom Loeffler     Company, Inc.        
Ellen Clarke Temple    Contractor    
 
 
3. U. T. Austin - Women's Softball Field - Stage Two 

Grandstand and Related Facilities (Project No. 102-840): 
Approval of Increase in Total Project Cost; Award of 
Construction Contract to J. C. Evans Construction Co., 
Inc., Austin, Texas; Approval of Plaque Inscription; and 
Appropriation Therefor.--The Executive Committee recom-
mended and the Board: 

 
 a. Approved an increase in the total project 

cost for the Women's Softball Field - 
Stage Two Grandstand and Related Facili-
ties at The University of Texas at Austin 
which includes both Stage One and Stage 
Two by $800,000 from $3,750,000 to 
$4,550,000 to be funded from Unexpended 
Plant Fund Balances and Auxiliary Enter-
prise Balances which will be reimbursed 
from Gifts and Grants when available 
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 b. Awarded a general construction contract 
for the Women's Softball Field - Stage Two 
Grandstand and Related Facilities at U. T. 
Austin to the lowest responsible bidder, 
J. C. Evans Construction Co., Inc., 
Austin, Texas, for the Base Bid and Alter-
nate Bid No. 1 in the amount of $3,278,900 

 
 c. Approved the inscription set out below 

for a plaque to be placed on the build-
ing in keeping with the standard pattern 
approved by the U. T. Board of Regents 
in June 1979: 

 
 
 WOMEN'S SOFTBALL FIELD - STAGE TWO 
 GRANDSTAND AND RELATED FACILITIES 
 1996 
 
   BOARD OF REGENTS 
 
Bernard Rapoport   William H. Cunningham 
 Chairman      Chancellor, The University 
Thomas O. Hicks    of Texas System 
 Vice-Chairman    Robert M. Berdahl 
Martha E. Smiley    President, The University 
 Vice-Chairman     of Texas at Austin 
Linnet F. Deily 
Donald L. Evans   Marmon Mok                  
Zan W. Holmes, Jr.    Project Architect 
Lowell H. Lebermann, Jr.  J. C. Evans Construction  
Tom Loeffler     Co., Inc. 
Ellen Clarke Temple    Contractor 
 
 
 d. Appropriated an additional $800,000 from 

Unexpended Plant Fund Balances which will 
be reimbursed from Gifts and Grants when 
available. 

 
 J. C. Evans Construction Co., Inc. stated in its proposal 

that it will have Historically Underutilized Business 
participation of 8.7% for women-owned firms and 16.4% for 
minority-owned firms in the contract. 
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 The revised accounting for the project, including profes-
sional fees, contingencies, miscellaneous, and adminis-
trative expenses, is as follows: 

 
     Stage One Playing Field    $  620,000 
     Stage Two Grandstand and  
      Related Facilities      3,930,000 
 
     Total Project Cost     $4,550,000 
 
 The total project cost for this Stage Two contract is 

comprised of the following elements: 
 
     General Construction Contract   $3,278,900 
     Fees and Administrative Expenses     379,799 
     Energy Management System, Communications 
  Testing, Furnishings, Field Turf     194,037  
     Miscellaneous Expenses        18,264 
     Project Contingency         59,000 
 
     Total Project Cost     $3,930,000 
 
 This project was approved by the Texas Higher Education 

Coordinating Board in July 1996 and is included in the 
FY 1996-2001 Capital Improvement Program and the  

 FY 1996-1997 Capital Budget.  Funding for this project 
will be $4,494,000 from Unexpended Plant Fund Balances 
and $56,000 from Auxiliary Enterprise Balances to be 
reimbursed from Gifts and Grants when available.  

 
 Approval of this item amends the FY 1996-2001 Capital 

Improvement Program and the FY 1996-1997 Capital Budget. 
 
 
4. U. T. Tyler:  Authorization to Amend the FY 1996-2001 

Capital Improvement Program and the FY 1996-1997 Capital 
Budget; Reallocation of Funds Among the Liberal Arts 
Complex, Purchase and Renovation of the University Place 
Retail Center, and Engineering Building Design Projects; 
and Appropriation Therefor.--Upon recommendation of the 
Executive Committee, the Board amended the FY 1996-2001 
Capital Improvement Program and the FY 1996-1997 Capital 
Budget, reallocated funds among existing projects, and 
appropriated funds for projects at The University of 
Texas at Tyler as described below: 

 
 a. Appropriated $930,318 from the U. T. Tyler 

Permanent University Fund Bond Proceeds - 
Special Program Funds as a substitute for 
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  $930,318 in General Fee Balances for the 
Liberal Arts Complex project with the 
total project cost to remain $21,900,000 

 
 b. Appropriated $880,000 from the U. T. Tyler 

Permanent University Fund Bond Proceeds - 
Special Program funding as a substitute 
for $300,000 in General Fee Balances and 
$580,000 in Revenue Financing System Bond 
Proceeds for the purchase and renovation 
of the University Place Retail Center 
project with the total project cost to 
remain $880,000 

 
 c. Deleted the Engineering Building design 

project which had a total project cost 
of $750,000. 

 
 The change of funding sources for these U. T. Tyler proj-

ects is intended to improve the overall fund balance 
position at U. T. Tyler by allocating funds from the 
Permanent University Fund Bond Proceeds - Special Program 
as a replacement for General Fee Balances for the Liberal 
Arts Complex and the purchase and renovation of the Uni-
versity Place Retail Center projects.  This reallocation 
will allow U. T. Tyler to return General Fee Balances to 
current unrestricted funds.  The replacement of Revenue 
Financing System Bond Proceeds used in the purchase and 
renovation of the University Place Retail Center project 
will eliminate the need to use General Fee Revenues to 
finance debt service on this project. 

 
 In addition to the reallocation of fund sources, the 

proposal deletes the Engineering Building design project 
which will also allow $100,000 of General Fee Balances to 
be released. 

 
 Approval of this item amends the FY 1996-2001 Capital 

Improvement Program and the FY 1996-1997 Capital Budget. 
 



 

 
 
 

 82 

5. U. T. Health Science Center - Houston:  Approval to 
Purchase Electron Microscope from the Zeiss Corporation 
for Use by the Institute of Molecular Medicine and Appro-
priation Therefor.--The Board, upon recommendation of the 
Executive Committee: 

 
 a. Approved the purchase of an electron 

microscope from the Zeiss Corporation for 
use by the Institute of Molecular Medicine 
at The University of Texas Health Science 
Center at Houston 

 
 b. Appropriated $1,100,000 from Permanent 

University Fund Bond Proceeds for total 
project funding. 

 
 The U. T. Health Science Center - Houston has the 

opportunity to purchase from the Zeiss Corporation 
their latest model electron microscope at a substantial 
discount.  The machine was shipped to Chicago for a 
trade show by Zeiss.  The company has provided a written 
commitment to sell the equipment at less than market 
value to avoid the air freight costs associated with 
shipping it back to Germany.  The Institute of Molecular 
Medicine's research capabilities would be greatly 
enhanced by the immediate purchase of the electron micro-
scope and associated flow cytometer which are basic to 
the study of molecular medicine. 

 
 The U. T. Board of Regents approved a Memorandum of 

Understanding (MOU) in March 1994 for $15,000,000 of 
Permanent University Fund Bond Proceeds to support the 
development of the Institute of Molecular Medicine, and 
the U. T. Health Science Center - Houston is in the pro-
cess of raising matching funds in this amount for long-
term support of this project.   



 

 
 
 

 83 

REPORT AND RECOMMENDATIONS OF THE BUSINESS AFFAIRS AND AUDIT 
COMMITTEE (Pages 83 - 127).--Committee Chairman Smiley 
reported that the Business Affairs and Audit 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, the actions set forth 
in the Minute Orders which follow were recommended by the 
Business Affairs and Audit Committee and approved in open 
session and without objection by the U. T. Board of Regents: 
 
 
1. U. T. System:  Approval of Chancellor's Docket No. 87 

(Catalog Change).--Upon recommendation of the Business 
Affairs and Audit Committee, the Board approved 
Chancellor's Docket No. 87 in the form distributed by the 
Executive Secretary.  It is attached following Page 268 
in the official copies of the Minutes and is made a part 
of the record of this meeting. 

 
 It was expressly authorized that any contracts or other 

documents or instruments approved therein had been or 
shall be executed by the appropriate officials of the 
respective institution involved. 

 
 It was ordered that any item included in the Docket that 

normally is published in the institutional catalog be 
reflected in the next appropriate catalog published by 
the respective institution. 

 
 To avoid any appearance of a possible conflict of inter-

est, Regent Deily was recorded as abstaining from any 
vote on Items 1 and 2 on Page G - 4 of The University 
of Texas Medical Branch at Galveston Docket related to 
contracts with Houston Lighting & Power Company. 

 
 
2. U. T. Board of Regents - Regents' Rules and Regulations: 

Amendments to Part One, Chapter I (Board of Regents), and 
Part Two, Chapter VIII (Physical Plant Improvements), 
Chapter XI (Contract Administration), and Chapter XIII 
(Contracts and Grants for Sponsored Research) to Comply 
with Previous Board Actions Relating to the Delegation of 
Selected Contract Approval Authority to Designated U. T. 
System Administration and Component Officials.--The 
Board, upon recommendation of The University of Texas 
System Process Review Committee and the Business Affairs 
and Audit Committee, amended the Regents' Rules and 
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 Regulations, Parts One and Two as set forth below to 
further implement actions approved by the Board at the 
May 1996 and August 29, 1996 meetings regarding dele-
gation of selected contract approval authority to 
designated U. T. System Administration and component 
officials: 

 
 a. Part One, Chapter I (Board of Regents), Section 9, 

Subsection 9.2, Subdivisions 9.22 and 9.23, relating 
to contracting authority, were amended to read as 
set forth below: 

 
  9.22 All contracts or agreements, including purchase 

orders and vouchers, with a cost or value of 
more than $500,000 must be approved by the 
Executive Committee of the Board or approved by 
the Board via the docket or the agenda except 
the following, which do not require prior 
approval or ratification by the Executive 
Committee or the Board regardless of the 
contract amount: 

   9.221 Contracts, agreements, and 
     documents relating to construction 

projects previously approved by the 
Board in the Capital Improvement 
Program and Capital Budget. 

   9.222 Contracts or grant proposals for 
sponsored research, including 
institutional support grants, that do 
not include a license for or 
conveyance of intellectual property 
owned or controlled by the Board. 

   9.223 Contracts or agreements for the 
purchase of replacement equipment. 

   9.224 Contracts or agreements for the 
purchase of routinely purchased 
supplies. 

   9.225 Purchases made under a group 
purchasing program. 

   9.226 Purchases of new equipment identified 
specifically in the institutional 
budget approved by the Board. 

  9.23 All contracts for consulting services for more 
than $250,000 must be approved by the Executive 
Committee of the Board or approved by the Board 
via the docket or the agenda.  
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 b. Part One, Chapter I, Section 9, Subsection 9.2 was 
amended by adding Subdivision 9.29, relating to 
contracts or agreements with foreign entities, as 
follows: 

   
  9.29 All contracts and agreements of any kind or 

nature with a foreign government or agency 
thereof and all contracts and agreements for 
sponsored research with a corporation or other 
entity organized and operating under the laws 
of a foreign state must be approved by the 
Board via the docket or the agenda. 

 
 c. Part Two, Chapter VIII (Physical Plant Improve-

ments), Section 2, Subsection 2.2, Subdivision 2.23, 
relating to contracts for the services of a project 
architect or engineer for major projects, was 
amended to read as set forth below: 

 
  2.23 The Chancellor, on behalf of the Board, will 

utilize the services of a project architect or 
engineer for each Major Project or portion 
thereof as may be desirable or required by law. 
 Contracts with architects and engineers shall 
comply with guidelines issued by the Office of 
General Counsel and shall be written on a 
standard form approved by the Office of General 
Counsel.   

 
 d. Part Two, Chapter VIII, Section 3, Subsection 3.3, 

relating to contracts for professional services in 
connection with minor projects, was amended to read 
as follows: 

 
  3.3 Professional Services.--Subject to the 

provisions of Part One, Chapter I, Section 9 of 
these Rules and Regulations, each chief 
administrative officer is authorized to execute 
and deliver on behalf of the Board contracts 
and agreements with architects, engineers, and 
other professional service providers for Minor 
Projects previously approved in accordance with 
this Chapter.  Contracts with architects and 
engineers shall comply with guidelines issued 
by the Office of General Counsel and shall be 
written on a standard form approved by the 
Office of General Counsel.   
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 e. Part Two, Chapter XI (Contract Administration), 
Section 2, Subsection 2.1, relating to delegation 
of contracting authority for small purchases, was 
amended to read as set forth below: 

 
  2.1 Small Purchase Programs.--The Board delegates 

to each chief administrative officer authority 
to implement, manage, and oversee a small 
purchase program to allow purchases of routine 
supplies, services, and equipment to be made by 
specified employees.  A small purchase program 
shall not permit any purchase for more 
than $5,000.  The small purchase program shall 
provide appropriate oversight and include all 
procedures necessary to assure compliance with 
these Rules and Regulations and applicable 
laws. 

 
 f. Part Two, Chapter XI, Section 3, Subsection 3.2, 

relating to authority to settle claims and disputes, 
was amended as set forth below: 

 
  3.2 Settlement of Disputes.--Except as provided in 

Subsection 3.3 of this Section, the Board 
delegates to the Vice Chancellor and General 
Counsel authority to execute and deliver on 
behalf of the Board agreements for legal 
services with outside counsel and agreements 
settling any claim, dispute, or litigation with 
a third party in the following amounts.  The 
Vice Chancellor and General Counsel shall 
consult with the chief administrative officer 
and the appropriate Executive Vice Chancellor 
with regard to all significant settlements that 
will be paid out of institutional funds.  The 
Vice Chancellor and General Counsel shall 
consult with the Office of Development and 
External Relations with respect to settlement 
of will contests and other matters relating to 
gifts and bequests administered by that Office. 
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        Additional 
   Amount    Requirements 
 
   $150,000 or less  None 
 
   $150,001 to $300,000  Concurrence of  

     the Chancellor or  
     the appropriate  
     Executive   
     Vice Chancellor 

 
   $300,001 to $500,000 Concurrence of the 

Chairman of the Board 
 
   More than $500,000  Concurrence of the 

Board of Regents, the 
Executive Committee, 
or the appropriate 
standing committee of 
the Board 

 
 g. Part Two, Chapter XI, Section 3 was amended by add-

ing Subsection 3.3, regarding authority to settle 
claims and disputes relating to construction con-
tracts, as follows: 

 
  3.3 Settlement of Claims and Disputes Relating to 

Construction Projects.--The Board delegates 
authority to execute all documents necessary or 
desirable to settle claims and disputes 
relating to construction projects to the System 
or component official designated in the 
construction contract to the extent funding for 
the project has been authorized in accordance 
with the provisions of Part Two, Chapter VIII 
of these Rules and Regulations. 

 
 h. Part Two, Chapter XIII (Contracts and Grants for 

Sponsored Research), Section 1, relating to dele-
gation of contracting authority with respect to 
sponsored research and grant proposals, was amended 
to read as follows: 

 
  Sec. 1. Delegation of Authority.--Subject to the 

general provisions of Part One, Chapter I, 
Section 9, the Board delegates to each 
chief administrative officer authority to 
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    execute and deliver on behalf of the Board 
contracts or grant proposals for sponsored 
research, other than agreements that grant 
to a third party an interest in 
intellectual property owned or controlled 
by the Board, which agreements must be 
processed as required by Part Two, 
Chapter XII, Subsection 9.1 of these Rules 
and Regulations.  Funds shall not be 
encumbered or expended prior to execution 
of the contract or grant by the chief 
administrative officer.  The chief 
administrative officer may require that 
the chief business officer or delegate  
approve the business aspects of contracts 
or grant proposals for sponsored research 
prior to execution. 

 
 i. Part Two, Chapter XIII, Section 1, present Sub-

sections 1.1 and 1.2, relating to intellectual 
property and foreign contracts, were deleted in 
their entirety. 

 
 The foregoing amendments contain substantive and minor 

editorial corrections for the record as summarized below: 
 
 a. Regents' Rules and Regulations, Part One, Chapter I 

(Board of Regents) -- Clarifies the kinds of con-
tracts and agreements that are not subject to the 
$500,000 general limitation on delegated authority, 
specifies that contracts or grant proposals for 
sponsored research that do not include a license or 
grant of intellectual property are not subject to 
the $500,000 general limitation on delegated author-
ity, and clarifies that all contracts and agree-
ments with foreign governments or entities must be 
approved by the Board via the docket or the agenda.  

 
 b. Regents' Rules and Regulations, Part Two, Chap-

ter VIII (Physical Plant Improvements) -- Clarifies 
that contracts for professional services in connec-
tion with construction projects must be on a stan-
dard form approved by the Office of General Counsel 
and conform to guidelines issued by the Office of 
General Counsel. 
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 c. Regents' Rules and Regulations, Part Two, Chapter XI 
(Contract Administration) -- Delegates authority 
to each chief administrative officer to implement, 
manage, and oversee a small purchase program to 
allow purchases of routine supplies, services, and 
equipment up to $5,000 to be made by specified 
employees, deletes the requirement that foreign 
contracts be approved by the Board, which require-
ment is now found in the general provisions relating 
to delegation of contracting authority in Part One, 
Chapter I, Section 9 of the Regents' Rules and Regu-
lations, and specifies that authority to settle 
claims and disputes relating to construction proj-
ects will be as provided in the construction con-
tract.  The authority to implement a small purchase 
program is in addition to the general authority to 
execute and deliver contracts subject to the limita-
tions of Part One, Chapter I, Section 9 of the 
Regents' Rules and Regulations. 

 
 d. Regents' Rules and Regulations, Part Two, Chap-

ter XIII (Contracts and Grants for Sponsored 
Research) -- Clarifies delegation of authority to 
execute certain sponsored research agreements and 
grant proposals and deletes the requirement that 
foreign contracts be approved by the Board, which 
requirement is now found in the general provisions 
relating to delegation of contracting authority 
in Part One, Chapter I, Section 9 of the Regents' 
Rules and Regulations. 

 
 
3. U. T. System:  Approval of Bank Card Services Agree-

ment Between the U. T. Board of Regents and National 
Data Payment Systems, Atlanta, Georgia, Effective Janu-
ary 1, 1997, and Authorization for the Chancellor to 
Execute the Agreement.--Pursuant to Part One, Chapter I, 
Section 9, Subsection 9.2, Subdivision 9.22 of the 
Regents' Rules and Regulations, contracts in excess of 
$500,000 must be approved by the U. T. Board of Regents. 
The current contract for bank card processing with 
NationsBank (now Unified Merchant Services) expired 
March 1, 1996, and was renewed through January 1, 1997, 
to allow time to request proposals for the services.   
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 Upon recommendation of the Business Affairs and Audit 
Committee, the Board approved and authorized the Chancel-
lor or his delegate to execute the Bank Card Services 
Agreement between the U. T. Board of Regents and National 
Data Payment Systems, Atlanta, Georgia, for the process-
ing of credit card transactions for the component insti-
tutions of The University of Texas System effective 
January 1, 1997. 

 
 
4. U. T. System:  Approval of the System-wide Internal Audit 

Plan for Fiscal Year 1996-97.--The Business Affairs and 
Audit Committee recommended and the Board approved The 
University of Texas System Internal Audit Plan for Fiscal 
Year 1996-97.  Development of the Audit Plan is based on 
a System-wide risk assessment and implementation of the 
Plan will be coordinated with the institutional auditors. 
  

 A copy of the U. T. System Administration and component 
institution Audit Plans and the Summarized Audit Plans 
are on file in the Office of the Board of Regents. 

 
 
5. U. T. Board of Regents:  Adoption of Fifth Supplemental 

Resolution Authorizing the Issuance, Sale and Delivery 
of Board of Regents of The University of Texas System 
Revenue Financing System Taxable Commercial Paper Notes, 
Series B and Approving and Authorizing Instruments and 
Procedures Relating Thereto to Establish a Taxable 
Interim Financing Program and Authorization for Appro-
priate Officials to Execute Documents Relating Thereto.-- 

 Upon recommendation of the Business Affairs and Audit 
Committee, the Board: 

 
 a. Adopted a Fifth Supplemental Resolution 

Authorizing the Issuance, Sale and Deliv-
ery of Board of Regents of The University 
of Texas System Revenue Financing System 
Taxable Commercial Paper Notes, Series B 
and Approving and Authorizing Instruments 
and Procedures Relating Thereto substan-
tially in the form set out on  

  Pages 92 - 123 to establish a taxable 
interim financing program in an aggregate 
amount not to exceed $25,000,000 
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 b. Authorized the officers and employees of 
the Office of Business Affairs to take any 
and all steps necessary to carry out the 
intentions of the U. T. Board of Regents 
to complete the transaction. 

 
 The use of tax-exempt debt for projects is limited by  
 the Internal Revenue Code to facilities employed for 

governmental purposes.  Projects with nongovernmental 
or private use beyond established limits are denied the 
benefits of tax-exempt debt and must employ taxable debt. 
Taxable debt is anticipated to be issued for projects in 
the Capital Improvement Program such as stadium sky boxes 
and space rented to nongovernmental entities. 

 
 The taxable commercial paper program will not exceed 

$25,000,000.  Procedures from the Guidelines Governing 
Administration of the Revenue Financing System will be 
applied to the issuance of taxable debt. 

 
 Liquidity for both the tax-exempt and taxable commercial 

paper programs is provided by the U. T. System Short/ 
 Intermediate Term Fund. 
 



CERTIFICATE FOR RESOLUTION

THE STATE OF TEXAS §
BOARD OF REGENTS OF THE

UNIVERSITY OF TEXAS SYSTEM 5

We, the undersigned officers  of the Board of Regents of The University of Texas System,
hereby certify as follows:

1 . The Board of Regents of The University of Texas System convened in REGULAR
MEETINGONTHE- DAY OF , 1996, at the designated meeting place, and
the roll was called of the duly constituted officers and members of said Board, to-wit:

Mr. Bernard Rapoport, Chairman
Mr. Thomas 0. Hicks, Vice Chairman
Ms. Martha E. Smiley, Vice Chairman
Ms. Linnet F. Deily
Mr.  Donald L. Evans
Mr. Zan W. Holmes, Jr.
Mr. Lowell H. Lebermann, Jr.
Mr. Tom Loeffler
Ms. Ellen Clarke Temple
Mr.  Arthur H. Dilly, Executive Secretary

and all of said persons were present, except the following absentees:
thus constituting a quorum. Whereupon, among other business, the following was transacted at said
Meeting: a written

FIFTH SUPPLEMENTAL RESOLUTION
AUTHORJZJNG  THE ISSUANCE, SALE AND DELIVERY OF BOARD
OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM REVENUE
FMANCING SYSTEM TAXABLE COMMERCIAL PAPER NOTES,
SERIES B AND APPROVING AND AUTHORIZING INSTRUMENTS
AND PROCEDURES RELATING THERETO

was duly introduced for the consideration of said Board and duly read. It was then duly moved and
seconded that said Resolution be adopted; and, after  due discussion, said motion, carrying with it the
adoption of said Resolution, prevailed and carried by the following vote:

AYES: All  members of said Board shown
present above voted “Aye”, except
as shown below.

NOES:
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2 . That a true, firll and correct copy of the aforesaid Resolution adopted at the Meeting
described in the above and foregoing paragraph is attached to and follows this Certificate; that said
Resolution has been duly recorded in said Board’s minutes of said Meeting; that the above and
foregoing paragraph is a true, firll, and correct excerpt from said Board’s minutes of said Meeting
pertaining to the adoption of said Resolution; that the persons named in the above and foregoing
paragraph are the duly chosen, qualified, and acting offkers  and members of said Board as indicated
therein; and that each of the officers and members of said Board was duly and sufficiently notified
officially and personally, in advance, of the time, place, and purpose of the aforesaid Meeting, and
that said Resolution would be introduced and considered for adoption at said Meeting; and that said
Meeting was open to the public, and public notice of the time, place, and purpose of said Meeting was
given, all as required by the Texas Government Code, Chapter 55 I.

3 . That the Resolution has not been modified, amended or repealed and is in tirll force and
effect on and as of the date hereof

SIGNED AND SEALED the

Chairman Executive Secretary
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FIFTH SUPPLEMENTAL RESOLUTION
AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF BOARD
OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM REVENUE
FINANCING SYSTEM TAXABLE COMMERCIAL PAPER NOTES,
SERIES B AND APPROVING AND AUTHORIZING lNSTRUh4ENTS
AND PROCEDURES RELATING THERETO
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FIFTH SUPPLEMENTAL RESOLUTION
AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF BOARD
OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM REVENUE
FINANCING SYSTEM TAXABLE COMMERCIAL PAPER NOTES,
SERIES B AND APPROVING AND AUTHORIZING INSTRUMENTS
AND PROCEDURES RELATING THERETO

PREAMBLE

ARTICLE I
DEFINITIONS AND CONSTRUCTION OF TERMS

Section 1.01. DEFINITIONS

Section 1.02. CONSTRUCTION OF TERMS

ARTICLE II
AUTHORIZATION OF NOTES

Section 2.01. GENERAL AUTHORIZATION

Section 2.02. COMMERCIAL PAPER NOTES

Section 2.03. FORM OF COMMERCIAL PAPER NOTES

Section 2.04. E X E C U T I O N  - A U T H E N T I C A T I O N

Section 2.05. ISSUING AND PAYING AGENT AND
B O O K - E N T R Y - O N L Y  S Y S T E M
(a) Issuing and Paying Agent
(b) Book-Entty-Only System

Section 2.06. NEGOTIABILITY, REGISTRATION, AND EXCHANGEABILITY

Section 2.07. COMMERCIAL PAPER NOTES h4UTILATED.  LOST,
DESTROYED, OR STOLEN

Section 2.08. SERIES B CREDIT AGREEMENT
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FIFTH SUPPLEMENTAL RESOLUTION
AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS
SYSTEM REVENUE FINANCING SYSTEM TAXABLE
COMMERCIAL PAPER NOTES, SERIES B AND APPROVING
AND AUTHORIZING INSTRUMENTS AND PROCEDURES
RELATING THERETO

WHEREAS, on April 12, 1990, the Board adopted a Master Resolution Establishing The
University of Texas System Revenue Financing System, as amended and restated on February 14,
1991 and further amended on October 8, 1993 (referred to herein as the “Master Resolution”); and

WHEREAS, unless otherwise defined herein, terms used herein shall have the meaning given
in the Master Resolution; and

WHEREAS, the Master Resolution establishes the Revenue Fiiing  System (the “Financing
System”) comprised of the institutions now or hereafter  constituting components of The University
of Texas System which are designated “Members” of the Financing System by action of the Board
and pledges the Pledged Revenues attributable to each Member of the Financing System to the
payment of Parity Debt to be outstanding under the Master Resolution; and

WHEREAS, the Board has previously adopted the First, Second, Third, and Fourth
Supplemental Resolutions to the Master Resolution authorizing Parity Debt thereunder, and

WHEREAS, the Board has determined to authorize the issuance of Parity Debt in the form
of taxable commercial paper notes to provide interim financing for capital improvements and to
tinance equipment purchases when such improvements and equipment cannot be financed on a tax-
exempt basis purswnt  to the Board’s Revenue Financing System Commercial Paper Program, Series
A authorized by the First Supplemental Resolution to the Master Resolution; and

WHEREAS, the Board hereby determines and deems it necessary to authorize the issuance
of Parity Debt pursuant to this Fii Supplemental Resolution (the or this “Fifth  Supplement”) to the
Master Resolution for such purposes and;

WHEREAS, the notes (the “Notes”) authorized to be issued by this Fifth Supplement are to
be issued and delivered pursuant to Chapter 55,  Texas Education Code, and the Board hereby finds
that the purposes for which it may issue Notes hereunder constitute a “public utility”, as contemplated
by Article 717q,  Vernon’s Texas Civil Statutes, as amended; and

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF REGENTS OF THE
UNIVERSITY OF TEXAS SYSTEM THAT:
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ARTICLE I
DEFINITIONS AND CONSTRUCTION OF TERMS

Section 1.01. Definitions. In addition to the definitions set forth in the preamble of this Fifth
Supplement, the terms used in this Fifth  Supplement and not otherwise defined shall have the
meanings given in the Master Resolution or in Exhibit “A” to this Fifth Supplement attached hereto
and made a part hereof.

Section 1.02. Construction of Terms. If appropriate in the context of this Fifth Supplement,
words of the singular number shall be considered to include the plural, words of the plural number
shall be considered to include the singular, and words of the masculine, feminine, or neuter gender
shall be considered to include the other genders.

ARTICLE II
AUTHORIZATION OF NOTES

Section 2.01. General Authorization. Pursuant to authority conferred by and in accordance
with the provisions of the Constitution and laws of the State of Texas, particularly the Acts,
Commercial Paper Notes shall be and are hereby authorized to be issued in an aggregate principal
amount not to exceed Twenty Five Million Dollars ($25,0~,000)  at any one time Outstanding for
the purpose of Snancing  Project Costs of Eligible Projects and to retinance, renew, or refund Notes,
Prior Encumbered Obligations, and Parity Debts, includiig  interest thereon all in accordance with and
subject to the terms,  conditions, and limitations contained herein. For purposes ofthis  Section 2.01,
any portion of Outstanding Notes to be paid from  money on deposit with the Issuing and Paying
Agent and t?om  the available proceeds of Parity Debt or other obligations of the Board issued on the
day of calculation shall not be considered Outstanding. The authority to issue Commercial Paper
Notes from  time to time under the provisions of this Fifth  Supplement shall exist until the Maximum
Maturity Date, regardless ofwhether at any time prior to the Maximum Maturity Date there are any
Commercial Paper Notes Outstanding.

Section 2.02. Commercial Paoer  Notes. Under and pursuant to the authority granted hereby
and subject to the liitations  contained herein, Commercial Paper Notes to be designated “Board of
Regents of The University of Texas System Revenue Financing System Taxable Commercial Paper
Notes, Series B” are hereby authorized to be issued and sold and delivered from  time to time in such
principal amounts as determined by a U.T. System Representative in denominations of %100,000  or
in integral multiples of Sl,C00  in excess thereof, numbered in ascending consecutive numerical order
in the order of their  issuance, and shall mature and become due and payable on such dates as a U.T.
System Representative shall determine at the time of sale; provided, however, that no Commercial
Paper Note shall  (i) mature after the Maximum Maturity Date or (ii) have a term in excess of 270
calendar days.

Subject to the limitations contained herein, Commercial Paper Notes herein authorized shall
be dated as of their date of issuance (the “Note Date”) and shall bear no interest or bear interest at
such rate or rates per annum or computed pursuant to ,such  formula and on such basis (but in no
event to exceed the Maximum Interest Rate in effect on the date of issuance thereof), as may be
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determined by a U.T. System Representative. Interest, if any, on Commercial Paper Notes shall be
payable at maturity Commercial Paper Notes may be payable to bearer, may be issued in registered
form, without coupons, or may be issued in book-entry only form pursuant to Section 2,05(b)  as
determined by a U.T. System Representative. Both principal of and interest on the Commercial Paper
Notes shall be payable in lawful money of the United States of America, without exchange or
collection charges to the Holder thereof in the manner provided in the Form of Commercial Paper
Note set forth in Exhibit B to this Fifth  Supplement.

Commercial Paper Notes issued hereunder may contain terms and provisions for the
redemption or prepayment thereof prior to maturity, subject to any applicable limitations contained
herein, as provided herein or otherwise as shall be determined by a U.T. System Representative.

Subject to applicable terms, limitations, and procedures contained herein, the Commercial
Paper Notes may be sold in such manner at public or private sale and at par or at such discount or
premium (within the interest rate and yield restrictions provided herein) as a U.T. System
Representative shall approve at the time of the sale thereof

Section 2.03. Form of Commercial Paoer Notes.

(a) If not issued in book-entry only form, the Commercial Paper Notes and the Certificate
of Authentication to appear on each of the Commercial Paper Notes shall be substantially in the form
set forth in Exhibit B to this Fifth  Supplement with such appropriate insertions, omissions,
substitutions, and other variations as are permitted or required by this Fifth Supplement and may have
such letters, numbers, or other marks of identification (including identifying numbers and letters of
the Committee on Uniform Securities Identification Procedums  ofthe  American Bankers Association)
(“CUSIP”  numbers) and such legends and endorsements thereon as may, consistently herewith, be
approved by a U.T. System Representative. Any portion of the text of any Commercial Paper Notes
may be set forth on the reverse thereof, with an appropriate reference thereto on the face of the
Commercial Paper Notes and the Commercial Paper Notes &all  be printed, lithographed, or engraved
or produced in any other similar manner, or typewritten, all as determined and approved by a U.T.
System Representative.

(b) If the Commercial Paper Notes are issued in book-entry only form pursuant to
Section 2.05(b),  they shall be issued in the form of a Master Note in substantially the form attached
hereto as Exhibit C to which there shall be attached the form of Commercial Paper Note set forth in
Exhibit B and it is hereby declared that the provisions of Exhibit B are incorporated into and shall be
a part of the Master Note. It is further provided that this Fifth Supplement, the Master Resolution,
and the form of Commercial Paper Note set forth in Exhibit B shall constitute the “underlining
records” referred to in the Master Note. Notwithstanding the provisions of Section 2.04, the Master
Note shall be executed on behalf of the Board by the manual signature of the Chairman or Vice-
Chairman of the Board.

Section 2.04. Execution - Authentication. The Notes shall be executed on behalf of the
Board by the Chairman or Vice Chairman of the Board under its seal reproduced or impressed
thereon and attested by the Executive Secretary to the Board. The signature of said officers on the
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Notes may be manual or facsimile. Notes bearing the manual or facsimile signatures of individuals
who are or were the proper officers of the Board on the date of passage of this Fifth Supplement shah
be deemed to be duly executed on behalf of the Board, notwithstanding that such individuals or either
of them shall cease to hold such offices at the time of the initial sale and delivery of Notes authorized
to be issued hereunder and with respect to Notes delivered in subsequent sales, exchanges, and
transfers, all as authorized and provided in the Bond Procedures Act of 1981, Article 717k-6,
Vernon’s Texas Civil Statutes, as amended.

Other than pursuant to Section 2.03(b), no Commercial Paper Note shall be entitled to any
right or benefit under this Fifth  Supplement, or be valid or obligatory for any purpose, unless there
appears on such Commercial Paper Note a certificate of authentication substantially in the form
provided in Exhibit B to this Fii Supplement, executed by the Issuing and Paying Agent by manual
signature, and such certificate upon any Commercial Paper Note shag be conclusive evidence, and
the only evidence, that such Commercial Paper Note has been duly certified or registered and
delivered.

Section 2.05. Issuina  and Paving  Agent and Book-Enttv-Onlv Svstem.

(a) Issuing and Paving  Agent. The Issuing and Paying Agent for the Commercial Paper
Notes may be the Board, if authorized by law, or the institution determined by the U.T. System
Representative, to have submitted the lowest responsible bid for such services in response to requests
for proposals. The Board covenants and agrees to keep and maintain the Registration Books at the
office ofthe  Issuing and Paying Agent, all as provided herein and pursuant to such reasonable rules
and regulations as the Issuing and Paying Agent may prescribe. The Board covenants to maintain and
provide an Issuing and Paying Agent at all times while the Commercial Paper Notes are outstanding,
which, if it is not acting in such capacity, shall be a national or state banking association or
corporation organized and doing business under the laws of the United States of America or of any
State and authorized under such laws to exercise trust powers. The issuing and paying agent for the
Board’s Revenue Financing System Commercial Paper Notes, Series A (the “Series A Notes”) is
hereby designated as the initial Issuing and Paying Agent. Should a change in the Issuing and Paying
Agent for the Commercial Paper Notes occur, the Board agrees to promptly cause a written notice
thereof to be (i) sent to each Holder of the Commercial Paper Notes then outstanding by United
States mail, first class, postage prepaid and (ii) published in a financial newspaper or journal of
general circulation in The City of New York New York, once during each calendar week for at least
two calendar weeks; provided, however, that the publication of such notice shall not be required if
notice is given to each Holder in accordance with clause (i) above. Such notice shall give the address
of the successor Paying Agent/Registrar. A successor Issuing and Paying Agent may be appointed
without the consent of the Holders.

The Board and the Issuing and Paying Agent may treat the bearer (in the case of Commercial
Paper Notes so registered) or the Registered Owner of any Commercial Paper Note as the absolute
owner thereof for the purpose of receiving payment thereof and for all purposes, and, to the extent
permitted by law. the Board and the Issuing and Paying Agent shall not be a&ted  by any notice or
knowledge to the contrary.
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A copy of the Registration Books and any change thereto shall be provided to the Board by
the Issuing and Paying Agent, by means of telecommunications equipment or such other means as
may be mutually agreeable thereto, within two Business Days of the opening thereof or any change
therein, as the case may be.

(b) Book-Entrv-Onlv  SV&III.  Ifa U.T. System Representative determines that it is possible
and desirable to provide for a book-entry-only system of Commercial Paper Note registration with
DTC, such U.T. System Representative, acting for and on behalf of the Board, is hereby authorized
to approve, execute, and deliver a Letter of Representations to DTC and to enter into such other
agreements and execute such instluments  as are necessary  to implement such book-entry-only system.
such approval to be conclusively evidenced by the execution thereof by said U.T. System
Representative. Under the initial Book-Entry-Only System with DTC, (i) no physical Note
certificates will be delivered to DTC and (ii) the Board will execute and deliver to the Issuing and
Paying Agent, as custodian for DTC, a master note relating to the Commercial Paper Notes (the
“Master Note”) in substantially the form set forth in Exhibit C. Except as provided herein, the
ownership of the Notes shall be registered in the name of Cede & Co., as nominee of DTC, which
wilI  serve as the initial securities depository for the Notes. Ownership of beneficial interests in the
Notes shall be shown by book entry on the system maintained and operated by DTC and DTC
participants, and transfers of ownership of beneficial interests shall be made only by DTC and the
DTC participants by book entry, and the Board and the Issuing and Paying Agent shall have no
responsibility therefor. DTC will be required to maintain records of the positions of the DTC
participants in the Notes, and the DTC participants and persons acting through the DTC participants
will  be required to maintain records of the purchasers of beneficial interests in the Notes. Except as
provided in subsection (b)(i)  ofthis  Section 2.05, the Notes shall not be transferable or exchangeable,
except for transfer to another securities depository or to another nominee of a securities depository.

With respect to Commercial Paper Notes registered in the name of DTC or its nominee,
neither the Board nor the Issuing and Paying Agent shall have any responsibility or obligation to any
DTC Participant or to any person on whose behalf a DTC Participant holds an interest in the
Commercial Paper Notes. Without limiting the immediately preceding sentence, neither the Board
nor the Issuing and Paying Agent shall have any responsibility or obligation with respect to (i) the
accuraq of the records of DTC or any DTC Participant with respect to any ownership interest in the
Commercial Paper Notes, (ii) the delivery to any DTC Participant or any other person, other than a
registered owner ofthe  Commercial Paper Notes, as shown on the Registration Books, of any notice
with respect to the Commercial Paper Notes, including any notice of redemption, and (iii) the
payment to any DTC Participant or any other person, other than a registered owner of the
Commercial Paper Notes, as shown in the Registration Books, of any amount with respect to
principal of and premium, if any, or interest on the Commercial Paper Notes.

Whenever, during the term ofthe  Commercial Paper Notes, the beneficial ownership thereof
is determined by a book-entry at DTC, the requirements in this Fifth Supplement of holding,
registering, delivering, exchanging, or transferring the Commercial Paper Notes shall be deemed
mod&d to require the appropriate person or entity to meet the requirements of DTC as to holding,
registering, delivering, exchanging, or transferring the book-entry to produce the same effect.
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Either the Board or DTC may determine to discontinue the Book-Entry-Only System and in
such case, unless a new Book-Entry-Only System is put in place, physical  certificates in the form set
forth in Exhibit B shall be provided to the Beneficial Holders.

Ifat  any time, DTC ceases  to hold the Commercial Paper Notes, all  references herein to DTC
shall be of no huther  force or effect.

Whenever  the beneficial ownership of the Commercial Paper Notes is determined by a book-
entry at DTC, delivery of Commercial Paper Notes for payment at maturity shall be made pursuant
to DTC’s  payment procedures as are in effect from time to time and the DTC Participants shall
transmit payment to beneficial owners whose Cotttmercial  Paper Notes have matured. The Board and
each Issuing and Paying Agent, Bank, and Dealer are not responsible for transfer of payment to the
DTC Participants or beneficial owners.

Section 2.06. Neaotiabilitv. Registration. and Exchannea bility. The Commercial Paper
Notes shall be, and shall have all of the qualities and incidents of a negotiable instrument under the
laws ofthe State of Texas, and each successive Holder, in accepting any of the obligations, shall be
conclusively deemed to have agreed that such obligations shall be and have all of the qualities and
incidents of a negotiable instrument under the laws of the State of Texas.

Registration Books relating to the registration, payment, and transfer or exchange of the
Commercial Paper Notes shall at all times be kept and maintained by the Board at the office of the
Issuing and Paying Agent, and the Issuing and Paying Agent shall obtain, record, and maintain in the
Registration Books the name, and to the extent provided by or on behalf of the Holder, the address
of each Holder of the Commercial Paper Notes, except for Commercial Paper Notes registered to
bearer. A copy ofthe Registration Books shall be provided to and held by the Board in the manner
provided in Section 2.05 hereof. Any Commercial Paper Note may, in accordance with its terms and
the terms hereof, be transferred or exchanged for Commercial Paper Notes of like tenor and character
and of other authorized denominations upon the Registration Books by the Holder in person or by
his duly authorized agent, upon surrender of such Commercial Paper Note to the Issuing and Paying
Agent for cancellation, accompanied by a written instrument of transfer or request for exchange duly
executed by the Holder or by his duly authorized agent, in form satisfactory to the Registrar

Upon surrender for transfer of any Commercial Paper Note at the designated office of the
Registrar, the Issuing and Paying Agent shall register and deliver, in the name of the designated
transferee or transferees,  one or more new Commercial Paper Notes executed on behalf of, and
furnished by, the Board of like tenor and character and of authorized denominations and having the
same maturity, bearing interest at the same rate and of a like aggregate principal amount as the
Commercial Paper Note or Commercial Paper Notes surrendered for transfer.

Furthermore, Commercial Paper Notes may be exchanged for other Commercial Paper Notes
of like tenor and character and of authorized denominations and having the same maturity, bearing
the same rate of interest and of like aggregate principrdamount  as the Commercial Paper Notes
surrendered for exchange, upon surrender of the Commercial Paper Notes to be exchanged at the
designated office of the Registrar Whenever any Commercial Paper Notes are so surrendered for
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exchange, the Issuing and Paying Agent shall register and deliver new Commercial Paper Notes of
like tenor and character as the Commercial Paper Notes exchanged, executed on behalf of and
furnished by, the Board to the Holder requesting the exchange.

The Board and the Issuing and Paying Agent may charge the Holder a sum sufficient to
reimburse them for any expenses incurred in making any exchange or transfer after the first such
exchange or transfer. The Issuing and Paying Agent or the Board may also require payment From the
Holder of a sum sufficient to cover any tax, fee, or other governmental charge that may be imposed
in relation thereto. Such charges and expenses shall be paid before any such new Commercial Paper
Note shall be delivered.

The Board and the Issuing and Paying Agent shall not be required to transfer or exchange any
Commercial Paper Note selected, called, or being called for redemption in whole or in part.

New Commercial Paper Notes delivered upon any transfer or exchange shall be valid special
obligations of the Board evidencing the same debt as the Commercial Paper Notes surrendered, shall
be secured by this Fiih Supplement, and shall be entitled to all of the security and benefits hereof to
the same extent as the Commercial Paper Notes surrendered.

The Board reserves the right to change the above registration and transferability provisions
ofthe  Commercial Paper Notes at any time on or prior to the delivery thereof in order to comply with
applicable laws and regulations of the United States in effect at the time of issuance thereof. In
addition, to the extent that the provisions of this Section con&t  with or are inconsistent with the
provisions of the Form of Commercial Paper Note set forth in Exhibit B, such other provisions shall
control.

Section 2.07. Commercial Paoer Notes Mutilated. Lost. Destroved. or Stolen. If any
Commercial Paper Note shall become mutilated, the Board, at the expense of the Holder of said
Commercial Paper Note, shall execute and the Issuing and Paying Agent shall authenticate and deliver
a new Note of like tenor and number in exchange and substitution for the Commercial Paper Note
so mutilated, but only upon surrender to the Issuing and Paying Agent of the Commercial Paper Note
so mutilated. If any Commercial Paper Note shall be lost, destroyed, or stolen, evidence of such loss,
destruction, or theft  may be submitted to the Board and the Issuing and Paying Agent. If such
evidence be satisfactory to them and indemnity satisfactory to them shall be given, the Board, at the
expense of the Holder, shall execute and the Issuing and Paying Agent shall authenticate and deliver
a new Commercial Paper Note of like tenor in lieu of and in substitution for the Commercial Paper
Note so lost, destroyed, or stolen. In the event any such Commercial Paper Note shall have matured,
the Issuing and Paying Agent instead of issuing a duplicate Commercial Paper Note may pay the same
without surrender thereof after  making such requirement as it deems fit for its protection, including
a lost instrument bond. Neither the Board nor the Issuing and Paying Agent shall be required to treat
both the original Commercial Paper Note and any duplicate Commercial Paper Note as being
outstanding for the purpose of determining the principal amount of Commercial Paper Notes which
may be issued hereunder, but both the original and the duplicate Commercial Paper Note shall be
treated as one and the same. The Board and the Issuing and Paying Agent may charge the Holder
of such Commercial Paper Note with their reasonable fees and expenses for such service.
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Section 2.08. Series B Credit Agreement. The Board reserves the right to enter into a

Series B Credit Agreement to provide liquidity for a part  or all of the Commercial Paper  Notes  to be

outstanding under this Fifth  Supplement. Whenever the term “Series B Credit Agreement” is  used

in the Fifth Supplement, it shall refer to the agreement referred to in this Section and the term
“Advances” shall mean advances under such Agreement. The Board further reserves the right to
enter into one agreement which would constitute both the Series B Credit Agreement and the
“Series A Credit Agreement”, as that term is defined in the First Supplemental Resolution, and which
would provide liquidity for the Notes and the Board’s Revenue Financing System Commercial Paper
Notes, Series A.

Section 2.09. Promissotv  Note. The Board reserves the right to authorize one or more
promissory notes to evidence Advances under the Series B Credit Agreement and such promissory
notes shall be on a parity and of equal dignity with the Commercial Paper Notes.

Section 2.10. Note Pavment  Fund. There is hereby created a fund at the Issuing and Paying
Agent entitled the “Revenue Fiicing System Taxable Commercial Paper Note Payment Fund” (the
“Note Payment Fund”). The proceeds from  the sale of Parity Debt issued for the purpose of
refunding  and rething  Notes Outstandmg  under this Fifth Supplement shall be paid to the Issuing and
Paying Agent for deposit to the credit of the Note Payment Fund and used for such purpose. In
addition, all amounts required to be paid to the Issuing and Paying Agent for deposit by the Board
pursuant to Section 2.11 shall be paid to the Issuing and Paying Agent for deposit to the Note
Payment Fund and shall be use.d  to pay principal of, premium, if any, and interest on Notes at the
respective interest payment, maturity, or redemption of such Notes as provided herein, including the
repayment of any amounts owed with respect to the Promissory Note in evidence of Advances under
the Series B Credit Agreement.

Additionally, all Advances under the Series B Credit Agreement shall be paid to the Issuing
and Paying Agent for the account of the Board and deposited into the Note Payment Fund and used
to pay the principal of, premium if any, and interest on the Commercial Paper Notes.

Section 2. Il. Establishment of Financinn  Svstem:  Issuance of Paritv  Debt: Securitv  and
&jgc&

(a) By adoption of the Master Resolution, the Board has established the Financing System
for the purpose of providing a financing structure for revenue supported indebtedness of the
components of The University of Texas System which are from time to time included as Members
of the Fig System. The Master Resolution is intended to establish a master plan under which
revenue supported debt of the Financing System may be incurred. This Fifth Supplement provides
for the authorization, issuance, sale, delivery, form, characteristics, provisions of payment and
redemption, and security of the Notes which are a series of Parity Debt. The Master Resolution is
incoqmated  herein by reference and as such made a part hereof for all purposes, except to the extent
modified and supplemented hereby, and the Notes are hereby declared to be Parity Debt under the
Master Resolution.
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(b) The Notes are special obligations of the Board payable from and secured solely by the
Pledged Revenues pursuant to the Master Resolution and this Fifth  Supplement. The Pledged
Revenues are hereby pledged, subject to the liens securing the Prior Encumbered Obligations, to the
payment of the principal of, premium, if any, and interest on the Notes as the same shall become due
and payable. The Board agrees to pay the principal of, premium, if any, and the interest on the Notes
when due, whether by reason of maturity or redemption.

(c) A U.T. System Representative shall implement the procedures necessary to make an
Advance under the Series B Credit Agreement, if in effect, if there is not anticipated to be Pledged
Revenues or other lawfully available funds in an amount sufficient and in ample time to pay the
principal of and interest and any premium, if any, on the Commercial Paper Notes as such principal,
interest, and premium, respectively, come due, whether by reason of maturity or redemption.
Amounts in the Note Payment Fund attributable to and derived either from Advances under and
pursuant to the Series B Credit Agreement or from  amounts provided pursuant to Section 4.03(b)
shall be used only to pay the principal of, premium, if any, and interest on the Commercial Paper
Notes.

Section 2.12. Cancellation. All Commercial Paper Notes which at maturity are surrendered
to the Issuing and Paying Agent for the collection of the principal and interest thereof or are
surrendered for transfer or exchange pursuant to the provisions hereof or are refUnded  through an
Advance shall, upon payment or issuance of new Commercial Paper Notes, be cancelled by the
Issuing and Paying Agent and forthwith transmitted to the Board, and thereafter  the Board shall have
custody of such cancelled Commercial Paper Notes.

Section 2.13. Fiscal and Other Anents.  In furtherance of the purposes of this Fifth
Supplement, the Board may from  time to time appoint and provide for the payment of such additional
fiscal, paying, or other agents or trustees as it may deem necessary or appropriate in connection with
the Notes.

ARTICLE III
ISSUANCE AND SALE OF NOTES

Section 3.01. Issuance and Sale of Notes.

(a) All Commercial Paper Notes shall be sold in the manner determined by the U.T. System
Representative to be most economically advantageous to the Board.

(b)  The terms of the Commercial Paper Notes shall be established and they shall be delivered
by the Issuing and Paying Agent in accordance with telephonic, computer, or written instructions of
any U.T. System Representative and in the manner specified below and in the Issuing and Paying
Agent Agreement. To the extent such instructions are not written, they shall be co&med  in writing
within 24 hours of the transmission or communication thereof Said instructions shall specify such
principal amounts, dates of issue, maturities, rates of discount or interest, or the formula or method
ofcalculating  interest and the basis upon which it is to be computed, purchase price, and other terms
and conditions which are hereby authorized and permitted to be fixed by any U.T. System
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Representative at the time of sale of the Commercial Paper Notes. Such instructions shall also
contain provisions representing that all action on the part of the Board necessary for the valid
issuance of the Commercial Paper Notes then to be issued, or the incurring of Advances under the
Promissory Note then to be incurred, has been taken, that all provisions of Texas and federal law
necessary for the valid issuance of such Commercial Paper Notes with provision for original issue
discount have been complied with, and that such Commercial Paper Notes will be valid and
enforceable special obligations of the Board according to their terms, subject to the exercise of
judicial discretion in accordance with general principles of equity and bankruptcy, insolvency,
reorganization, moratorium, and other similar laws affecting  creditors’ rights heretofore or hereafter
enacted to the extent constitutionally applicable. Such instructions shall also certify that, as of the
date of such certificate:

(i) the Board has been advised by Bond Counsel that the projects to
be financed or refinanced by the Commercial Paper Notes will
constitute Eligible Projects;

(ii) the requirements of Section 5 of the Master Resolution have been
complied with and the Texas Higher Education Coordination Board
approval of the Eligible Project, if required, has been obtained;

(iii) the principal amount of Commercial Paper Notes to be
Outstanding after the proposed issuance;

(iv) tier the proposed issuance, the total principal amount of
Outstanding Commercial Paper Notes plus interest accrued or to
accrue thereon for the following ninety (90) days shall not exceed
available timds of the Board to be maintained pursuant to Section 4.02
plus the “Available Bank Loan Commitment” under the Series B
Credit Agreement, if then in effect;

(v) if the Series B Credit Agreement is then in effect, no “Event of
Default” thereunder has occurred and is continuing;

(vi) the Board is in compliance with the covenants set forth in Article
IV as of the date of such instructions; and

(vii) that the sum of the interest payable on such Commercial Paper
Note issued and Outstanding or in the process of issuance and any
discount established for such Commercial Paper Notes will not exceed
a yield to the maturity date of such Commercial Paper Note in excess
of the Maximum Interest Rate in effect on the date of issuance of such
Commercial Paper Note.

(c) The Promissory Note shall be delivered to the Bank and therea&  Advances may be made
thereunder in accordance with the terms of the Series B Credit Agreement.
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Section 3.02. Proceeds of Sale of Commercial Paoer Notes. The proceeds ofthe sale of any
Commercial Paper Notes (net of all expenses and costs of sale and issuance) shall be applied for any
or all of the following purposes as directed by a U.T. System Representative:

(i)  used for the payment and redemption or purchase of Outstanding
Commercial Paper Notes, Parity Debt, or Prior Encumbered
Obligations at or before maturity and the refunding of any Advances
(evidenced by the Promissory Note) under the Series B Credit
Agreement; or

(ii) used for the purpose of financing Project Costs of Eligible
Projects.

Section 3.03. Issuinn and Pavinn Agent  Anreement.  A U.T. System Representative is hereby
authorized to enter into an amendment to the Issuing and Paying Agent Agreement relating to the
Series A Notes to retkct  the appointment of Bankers Trust Company as the Issuing and Paying Agent
as may be necessary and proper to carry out the purpose and intent of the Board in authorizing this
Fii Supplement, A U.T. System Representative is hereby authorized to enter into any supplemental
agreements with the Issuing and Paying Agent or with any successor Issuing and Paying Agent.

Section 3.04. Dealer Anreement. Goldman, Sachs & Co. Inc. (the “Dealer”) as the Dealer
for the Series A Notes is hereby appointed as the Dealer for the Notes and a U.T. System
Representative is hereby authorized to enter into an amendment to the Dealer Agreement relating
to the Series A Notes to reflect the addition ofthe  Notes to such agreement and is further authorized
and directed to approve, execute, and deliver to the Dealer any instrument evidencing such changes,
additions, or amendments to the Dealer Agreement as may be necessary and proper to carry out the
purpose and intent ofthe  Board in authorizing this Fifth  Supplement. A U.T. System Representative
is hereby authorized to enter any supplemental agreements with the Dealer or with any successor
Dealer.

ARTICLE IV
COVENANTS OF THE BOARD

Section 4.01. Limitation on Issuance. Unless this FiRh  Supplement is amended and modified
by the Board in accordance with the provisions of Section 5.01, the Board covenants that there will
not be issued and Outstanding at any time more than S25,000,000  in principal amount of Commercial
Paper Notes, The Board, however, does reserve the right to increase said amount by an amendment
to this Fifth Supplement or to issue additional Parity Debt in excess of said amount, without
limitation, by a Supplement duly adopted by the Board.

Section 4.02. Provisions For Liauidity. The Board covenants to maintain available lknds  plus
the Available Bank Loan Commitment in an amount equal to the total principal amount of
Outstandiig  Commercial Paper Notes plus interest to accrue thereon at the rate of 15% per annum
for the following ninety (90) days.
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Section 4.03. Available Funds.

(a) To the extent Notes cannot be issued to renew or refund Outstanding Notes and Advances
cannot be drawn on the Promissory Notes, if  any, the Board shah provide funds or shah in good faith
endeavor to sell a sufficient principal amount of Parity  Debt or other obligations of the Board in order
to have funds available, together with other moneys available therefor, to pay the Notes and the
interest thereon. or any renewals thereof, as the same shall become due, and other amounts due under
the Series B Credit Agreement.

(b)  Notwithstanding anything to the contrary contained herein, to the extent that the Dealer
cannot sell Commercial Paper Notes to renew or refund Outstanding Notes on their maturity, the
Board covenants to make Advances under the Promissory Notes, if any, or to use lawfully  available
funds to purchase Notes issued to renew and retimd  such maturing Notes and such payment, issuance,
and purchase are not intended to constitute an extinguishment of the obligation represented by such
maturing Notes and the Board may issue Notes to renew and retimd  the Notes held by it when the
Dealer is again able to sell  Notes. While such Notes are held by the Board they shah bear interest at
the prevailing market rate for alternative taxable investments of similar maturity and credit rating.

Section 4.04. Ooinion  of Bond Counsel. The Board shah cause the legal opinion of Bond
Counsel as to the validity of the Notes to be furnished to any Holder without cost and a copy of said
opinion may be printed on each of the Commercial Paper Notes. In addition. in connection with the
annual updatiig ofthe  O&ring Memorandum (as provided in accordance with Section 6.08 hereof)
as required by the Dealer Agreement, there shah be provided an annual updated opinion of Bond
Counsel, at the cost of the Board or the Dealer as agreed to in the Dealer Agreement.

ARTICLE V
AMENDMENTS

Section 5.01. Amendment of Suoolement

(a) Amendments Whhout  Consent. This Fifth  Supplement and the rights and obligations of
the Board and of the owners of the Outstanding Commercial Paper Notes may be modified or
amended at any time without notice to or the consent of any owner of the Commercial Paper Notes
or any other Parity Debt, solely for any one or more of the following purposes:

(i) To add to the covenants and agreements of the Board contained
in this Fifth  Supplement, other covenants and agreements thereafter
to be observed, or to surrender any right or power reserved to or
conferred upon the Board in this Fifth  Supplement;

(ii) To cure any ambiguity or inconsistency, or to cure or correct any
defective provisions contained in this Fifth Supplement, upon receipt
by the Board of an opinion of Bond Counsel, that the same is needed
for such purpose, and will  more clearly express the intent of this Fifth
Supplement;
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(iii) To supplement the security for the Outstanding Commercial
Paper Notes issued hereunder, replace or provide additional credit
facilities, or change the form of the Outstanding Commercial Paper
Notes, or make such other changes in the provisions hereof, including
extending the Maximum Maturity Date, as the Board may deem
necessary or desirable and which shall not, in the judgment of the
Board, materially adversely alTect  the interests of the owners of the
Outstanding Commercial Paper Notes,

(iv) To make any changes or amendments requested by any bond
rating agency then rating or requested to rate Commercial Paper
Notes, as a condition to the issuance or maintenance of a rating, which
changes or amendments do not, in the judgment of the Board,
materially adversely affect the interests of the owners of the
Outstanding Commercial Paper Notes; or

(v) To increase the amount of Commercial Paper Notes which may
be Outstanding pursuant to Section 4.01.

(II) Amendments With Consent. Subject to the other provisions of this Fifth Supplement, the
owners of Outstanding Commercial Paper Notes aggregating at least 51 percent in Outstanding
Principal Amount shall have the right from  time to time to approve any amendment, other than
amendments described in Subsection (a) of this Section, to this Fifth  Supplement which may be
deemed necessaq  or desirable by the Board, provided, however, that nothing herein contained shall
permit or be construed to permit, without the approval of the owners of all of the Outstanding
Commercial Paper Notes, the amendment of the terms and conditions in this Fifth Supplement or in
the Commercial Paper Notes so as to:

(i) Make any change in the maturity of the Outstanding Commercial
Paper Notes;

(ii) Reduce the rate of interest borne by Outstanding Commercial Paper Notes;

(iii) Reduce the amount of the principal payable on Outstanding
Commercial Paper Notes;

(iv) Modify the terms of payment of principal of or interest on the
Outstanding Commercial Paper Notes, or impose any conditions with
respect to such payment;

(v) Affect the rights of the owners of less than all Commercial Paper
Notes then Outstanding; or
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(vi) Change the minimum percentage of the Outstanding Principal
Amount of Commercial Paper Notes necessary for consent to such
amendment.

(c)  Notice. Ifat  any time the Board shall desire to amend this Fifth  Supplement pursuant to
Subsection (b),  the Board shall cause notice of the proposed amendment to be published in a financial
newspaper or journal of general circulation in The City of New York, New York, once during  each
calendar week for at least two successive calendar weeks. Such notice shall briefly set ,fot-th the
nature of the proposed amendment and shall state that a copy thereof is on file at the principal office
of the Issuing and Paying Agent for inspection by all owners of Commercial Paper Notes issued
hereunder, Such publication is not required, however, if the Board gives or causes to be given such
notice in writing to each owner  of Commercial Paper Notes. A copy of such Notice shall be provided
in writing to (i) the Bank at the address shown in the Series B Credit Agreement as the address to
which notices to the Bank are to be sent and (ii) to each national rating agency maintaining a rating
on the Commercial Paper Notes.

(d) Receiot  of Consents. Whenever at any time not less than thirty (30) days, and within one
year, from the date of the first publication of said notice or other service of written notice of the
proposed amendment the Board shall receive an instrument or instruments executed by all of the
owners or the owners of at least 51  percent in Outstanding Principal Amount of the Commercial
Paper Notes, as appropriate, which instrument or instruments shall refer to the proposed amendment
described in said notice and which specifically consent to and approve such amendment in
substantially the form of the copy thereof on file as aforesaid, the Board may adopt the amendatory
resolution in substantially the same form.

(e) Effect of Amendments, Upon the adoption by the Board of any resolution to amend this
Fifth Supplement pursuant to the provisions of this Section, this Fifth Supplement shall be deemed
to be amended in accordance with the amendatory resolution, and the respective rights, duties, and
obligations of the Board and all the owners of then Outstanding Commercial Paper Notes and all
titure Commercial Paper Notes shall thereafter be determined, exercised, and enforced under the
Master Resolution and this Fifth  Supplement, as amended.

(I) Consent Irrevocable, Any consent given by any owner of Commercial Paper Notes
pursuant to the provisions of this Section shaIl  be irrevocable for a period of six months from the date
of the Fifth Supplement publication or other setice of the notice provided for in this Section, and
shall  be conclusive and binding upon all future owners of the same Commercial Paper Notes during
such period. Such consent may be revoked at any time tier six months From the date of the first
publication of such notice by the owner who gave such consent, or by a successor in title, by filing
notice thereof with the Issuing and Paying Agent and the Board, but such revocation shall not be
effective ifthe  owners of at least 51 percent in Outstanding Principal Amount of Commercial Paper
Notes prior to the attempted revocation consented to and approved the amendment.

(g) Ownership,For the purpose of this Section, the ownership and other matters relating to
all Commercial Paper Notes registered as to ownership shall be determined from the registration
books kept by the Issuing and Paying Agent therefor. The fact of the owning of Commercial Paper
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Notes issued hereunder not registered as to ownership by any Holder and the amount and the
numbers of such Commercial Paper Notes and the date of the holding of the same may be proved by
the afEdavit  of the person claiming to be such Holder if such affidavit  shall be deemed by the Issuing
and Paying Agent to be satisfactory, or by a certificate executed by any trust company, bank, banker
or any other depository, wherever situated, if such certificate shah be deemed by Issuing and Paying
Agent to be satisfactory, showing that at that date therein mentioned such person had on deposit with
such trust company, bank, banker or other depository the Commercial Paper Notes described. in such
certificate. The Issuing and Paying Agent may conclusively assume that such ownership continues
until written notice to the contrary is served upon the Issuing and Paying Agent.

(h) Consent of Bank. For so long as the Bank is not in default under the Series B Credit
Agreement, no amendment to this Fifth  Supplement shall become effective without the prior written
consent of the Bank, which consent shag not be unreasonably withheld.

ARTICLE VI
MISCELLANEOUS

Section 6.01. Fifth  Supplement to Constitute a Contract: Eaual Security. In consideration
of the acceptance of the Notes by those who shall hold the same from time to time, this Fifth
Supplement shah  be deemed to be and shah constitute a contract between the Board and the Holders
from time to time of the Notes and the pledge made in this Fifth  Supplement by the Board and the
covenants and agreements set forth in this Fifth Supplement to be performed by the Board shah be
for the equal and proportionate benefit, security, and protection of all Holders of the Notes, without
preference, priority, or distinction as to security or otherwise of any of the Notes over any of the
others by reason of time of issuance, sale, or maturity thereof or othetwise  for any cause whatsoever,
except as expressly provided in or permitted by this Fifth  Supplement or, with respect to the
Promissory Note, the Series B Credit Agreement.

Section 6.02. Individuals Not Liable. All covenants, stipulations, obligations, and agreements
of the Board contained in this Fifth  Supplement shall be deemed to be covenants, stipulations,
obligations, and agreements of The University of Texas System and the Board to the full extent
authorized or permitted by the Constitution and laws of the State of Texas. No covenant, stipulation,
obligation, or agreement herein contained shah be deemed to be a covenant, stipulation, obligation,
or agreement of any member of the Board or agent or employee of the Board in his individual
capacity and neither the members of the Board nor any officer thereof shall be liable personally on
the Notes or be subject to any personal liability or accountability by reason of the issuance thereof

Section 6.03. Additional Actions

(a) The Chakmar~  of the Board, the Vice Chairman of the Board, the Executive Secretary to
the Board, the U.T. System Representatives, and the other officers, employees and agents of the
Board are hereby authorized and directed, jointly and severally, to do any and all things and to
execute and deliver any and all documents which they may deem necessary or advisable in order to
consummate the issuance, sale, and delivery of the Notes and otherwise to effectuate the purposes
of this Fifth  Supplement, the Series B Credit Agreement, the Dealer Agreement, and the Issuing and
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Paying Agent Agreement. In addition, the Chairman of the Board, Vice Chairman of the Board
Chancellor, Executive Vice Chancellor for Business Affairs,  and the Assistant Vice Chancellor for
Fiice, and Bond Counsel are hereby authorized to approve, subsequent to the date of this adoption
of this Fifth  Supplement, any amendments to the above named documents, and any technical
amendments to this Fifth Supplement as may be required by Fitch, Moody’s, or Standard & Poor’s
as a condition to the granting or maintenance of a rating on the Commercial Paper Notes acceptable
to a U.T. System Representative, or as may be required by the Attorney General’s office in connection
with the approval of this Fifth  Supplement.

(b) A U.T. System Representative shall promptly give written notice to Fitch, Moody’s, and
Standard & Poor’s, as appropriate, of any changes or amendments to this Fifth Supplement, the
Series B Credit Agreement (including the expiration or termination of the Series B Credit
Agreement), or any other operative document used in connection with the issuance from time to time
of the Notes.

Section 6.04. Severabilitv of Invalid Provisions. If any one or more of the covenants,
agreements, or provisions herein contained shall be held contrary to any express provisions of law or
contrary to the policy of express law, though not expressly prohibited, or against public policy, or
shall for any reason whatsoever be held invalid, then such covenants, agreements, or provisions shall
be null and void and shall be deemed separable from the remaining covenants, agreements, or
provisions and shall in no way affect  the validity of any of the other provisions hereof or of the Notes
issued hereunder.

Section 6.05. Pavment  and Performance on Business Davy. Whenever under the terms of
this Fii Supplement or the. Notes, the performance date of any provision hereof or thereof, including
the payment of principal of or interest on the Notes, shall occur on a day other than a Business Day,
then the performance thereof, including the payment of principal of and interest on the Notes, need
not be made on such day but may be performed or paid, as the case may be, on the next succeeding
Business Day with the same force and effect as if made on the date of performance or payment is
scheduled.

Section 6.06. Limitation of Benefits  With Resoect  to the Fifth  Suoolement. With the
exception ofthe  rights or benefits herein expressly conferred, nothing expressed or contained herein
or implied from the provisions of this Fifth  Supplement or the Notes is intended or should be
construed to confer upon or give to any person other than the Board, the Holders, the Issuing and
Paying Agent, the Bank, and the Dealer any legal or equitable right, remedy, or claim under or by
reason of or in respect to this Fifth Supplement or any covenant, condition, stipulation, promise,
agreement, or provision herein contained. This Fiih Supplement and all  of the covenants, conditions,
stipulations, promises, agreements,  and provisions hereof are intended to be and shall be for and inure
to the sole and exclusive benefit of the Board, the Holders, the Issuing and Paying Agent, the Bank,
and the Dealer as herein and in the Issuing and Paying Agent Agreement, the Series B Credit
Agreement, and the Dealer Agreement provided.

Section 6.07. Aoorovd  of Attomev General. No Notes herein authorized to be issued shall
be sold or delivered by a U.T. System Representative until the Attorney General of the State of Texas

- 113 -



shall have approved this Fiih Supplement, and other agreements and proceedings as may be required
in connection therewith, all as is required by the Acts.

Section 6.08. Anoroval  of Offering Memorandum. A U.T. System Representative is hereby
authorized to approve the form of Offering Memorandum, to be used by the Dealer in the offering
of the Commercial Paper Notes, and the use thereof by the Dealer in connection therewith and to
cooperate with the Dealer in periodically updating and approving the Offering Memorandum.

Section 6.09. Notice to Rating  Artencies.  Notice shag be given to each national rating agency
which maintains a rating on the Commercial Paper Notes of the execution and delivery of the Series
B Credit Agreement and any amendment, substitution, or termination of such agreement and of any
amendment or substitution of the Dealer Agreement or the Issuing and Paying Agent Agreement.

Section 6.10. Public Notice. It is hereby found and determined that each of the officers and
members of the Board was duly and sufficiently notified officially and personally, in advance, of the
time, place, and purpose of the Meeting at which this Fifth Supplement was adopted, and that this
Fiih Supplement would be introduced and considered for adoption at said meeting; that said meeting
was open to the public, and public notice of the time, place, and purpose of said meeting was given.
all as required by Chapter 55 I, Texas Government Code.

PASSED AND ADOPTED, this

ATTEST:

Executive Secretary

Exhibit A - Definitions
Exhibit B - Form of Commercial Paper Notes
Exhibit C - Form of Master Note
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EXHIBIT  A
DEFINITIONS

As used in this Fifth Supplement, the terms below defined shall be construed, are used and
are intended to have the following meanings, unless the text hereof specifically indicates otherwise:

“Acts” means collectively, Article 717q,  Vernon’s Texas Civil Statutes, as amended, and
Chapter 55,  Texas Education Code, as amended.

“Advances” means Advances or loans under the Promissory Note to refund Commercial Paper
Notes pursuant to the Series B Credit Agreement.

“Bank” means any lender which becomes a party to the Series B Credit Agreement, or any
other financial institution executing a Credit Agreement.

“Board of Regents”, “Board”, or “Issuer” means the Board of Regents of The University of
Texas System, or any successor thereto.

“Business Day” means any day (a) when banks are open for business in Austin, Texas, and
(b) when banks are not authorized to be closed in New York, New York.

“Code” means the Internal Revenue Code of 1986, as amended.

“Commercial Paper Note” means a Note issued pursuant to the provisions of this Fifth
Supplement, having the terms and characteristics specified in Section 2.02 and in the form described
in Exhibit B to this Fifth  Supplement.

“Costs” means all  costs and expenses defined as “project costs” under the Acts incurred in
relation to Eligible Projects and permitted by law to be paid with the proceeds of the Commercial
Paper Notes, including without limitation design, planning, engineering, and legal costs; acquisition
costs of land, interests in land, right of way, and easements; construction costs; costs of machinery,
equipment, and other capital assets incident and related to the operation, maintenance, and
administration ofthe  Eligible Projects; and financing costs, including interest during construction and
thereafter, underwriter’s discount, and/or legal, financial, and other professional services fees and
expenses, and shall include reimbursement for Costs attributable to Eligible Projects incurred prior
to the issuance of any Commercial Paper Notes.

“Dealer” means the Dealer as defined in Section 3.04

“DTC” means The Depository Trust Company or any substitute securities depository
appointed pursuant to this Fifth  Supplement, or any nominee of either.

“DTC Participant” means a member of, or the participant in, DTC that will act on behalf of
a Holder.
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“Eligible Project” means the acquisition, purchase, construction, improvement, enlargement,
and/or equipping of any property, buildings, structures, activities, services, operations, or other
facilities, or any other project, program or improvement authorized by the laws ofthe State of Texas
for and on behalf of the Financing System or any Member thereof.

“Fifth Supplement” means this Fifth Supplemental Resolution to the Master Resolution.

“Fiscal Year” means the 12-month  operational period of The University of Texas System
commencing on September 1 of each year and ending on the following August 3 I.

“Fitch” means Fitch Investors Service or, if such corporation is dissolved or liquidated or
otherwise ceases to perform securities ratings services, such other nationally recognized securities
rating agency as may be designated in writing by the Board.

“Holder” or “Noteholder” means the Registered Owner or any person, firm, association, or
corporation who is in possession of any Commercial Paper Note issued to bearer or in blank.

“Issuing and Paying Agent” and “Registrar” means with respect to the Commercial Paper
Notes the agent appointed pursuant to Section 2.05, or any successor to such agent.

“Master Resolution” means the Master Resolution establishing the Financing System adopted
by the Board on April 12, 1990, and amended and restated on February 14, 1991, and fbrther
amended on October 8. 1993.

“Maximum Interest Rate” means the greater of the maximum net effective interest rate
permitted by law to be paid on obligations issued or incurred by the Board in the exercise of its
borrowing powers (prescribed by Article 717k-2,  Vernon’s Texas Civil Statutes, as amended).

“Maximum Maturity Date” means April 1.2020

“Moody’s” means Moody’s Investors Service, Inc. or, if such corporation is dissolved or
liquidated or otherwise ceases to perform securities rating services, such other nationally recognized
securities rating agency as may be designated in writing by the Board.

“Note” or “Notes” means the evidences of indebtedness authorized to be issued and at any
time outstanding pursuant to this Fifth  Supplement and shall include Commercial Paper Notes
(including the Master Note as defined in Section 2.05) or Promissory Notes as appropriate.

“Note Date” shall have the meaning given in Section 2.10

“Note Payment Fund” means that fund created pursuant to Section 2.11

“Paying Agent” see Issuing and Paying Agent.
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“Promissory Note” shah mean the promissory note issued pursuant to the provisions of this
Fiih Supplement and the Series B Credit Agreement in evidence of Advances made by the Bank to
refund any Commercial Paper Note, or the interest thereon, having the terms and characteristics
contained in the Series B Credit Agreement and issued in accordance therewith, including any
renewals or modifications thereof

“Registered Owner” means the person or entity in whose name any Note is registered in the
Registration Books.

“Registration Books” means the books or records relating to the registration, payment, and
transfer or exchange of the Project Notes maintained by the Issuing and Paying Agent pursuant to
Section 2.10.

“Series B Credit Agreement” means a Credit Agreement entered into with respect to
Commercial Paper Notes as authorized by Section 2.08 ofthis  Fifth Supplement.

“Standard & Pooh” means Standard & Poor’s Corporation or, if such corporation is dissolved
or liquidated or otherwise ceases to perform securities rating services, such other nationally
recognized securities rating agency as may be designated in writing by the Board.

“U.T. System Representative” means one or more of the following officers or employees of
The University of Texas System, to-wit: the Chancellor, the Executive Vice Chancellor for Business
A&h-s, the Assistant Vice Chancellor for Finance, and the Director of Finance, or such other officer
or employee of The University of Texas System authorized by the Board to act as a U.T. System
Representative.
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EXHIBIT B
FORM OF COMMERCIAL PAPER NOTES

United States of America
State of Texas

BOARD OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM

TAXABLE COMMERCIAL PAPER NOTE. SERIES B

Note Interest
Number - Rate*

Note
Date %

o n (the “Maturity Date”) for value received, THE BOARD OF REGENTS
OF THE UNIVERSITY OF TEXAS SYSTEM (the “Board”)

Promises To Pay To The Order of
The Principal Sum Of
Payable At
(the “Issuing and Paying Agent”).

on the Maturity Date, specikd above, and to pay interest, if any, on said principal amount, specified
above, on said Maturity Date, from the above specified Note Date to said Maturity Date at the per
annum Interest Rate specified above (computed on the basis of actual days elapsed and a 360-day
year, unless othenvise  set forth in an exhibit attached to this Note) solely from the sources hereinafter
identitled  and as hereinaRer  stated; both principal and interest on this Commercial Paper Note being
payable in  immediately available lawful money of the United States of America at the principal office
of the Issuing and Paying Agent, specified above, or its successor. No interest will accrue on the
principal amount hereof after  said Maturity Date.

This Commercial Paper Note is one of an issue of commercial paper notes (the “Commercial
Paper Notes”) which, together with the below referenced Promissory Note (such Promissory Note
and the CommerciaJ  Paper Notes being hereinafter collectively referred to as the “Notes”), has been
duly authorized and issued in accordance with the provisions of a master resolution (the “Master
Resolution”) and a fifth supplemental resolution thereto (the “Supplemental Resolution,” the
provisions of the Master Resolution are incorporated by reference in the Supplemental Resolution
and the Master Resolution and the Supplemental Resolution shall hereinafter be referred to
collectively as the “Supplemental Resolution”) passed by the Board, an agency and political
subdivision of the State of Texas, for the purpose of financing Costs of Eligible Projects (each as
defined in the Supplemental Resolution) and to refinance, renew, and refund the Notes, other Parity
Debt, and Prior Encumbered Obligations; all in accordance and in strict conformity with the
provisions of the Constitution and laws of the State of Texas, including but not limited to,
Article 717q,  Vernon’s Texas Civil Statutes, as amended, and Chapter 55, Texas Education Code,
as amended. Capitalized terms used herein and not otherwise defined shall have the meaning given
in the Supplemental Resolution.
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This Commercial Paper Note, together with  the other Notes and other Parity Debt, is payable
from and equally secured by the Pledged Revenues; provided, however, that the lien on and pledge
of the Pledged Revenues is junior and subordinate to the lien and pledge securing the payment of the
Prior Encumbered Obligations, all as tiuther  defined and described in the Supplemental Resolution.
The Notes do not constitute a legal or equitable pledge, charge, lien, or encumbrance upon any
property of the Board, except with respect to the Pledged Revenues as described in the Supplemental
Resolution, and the Holder hereof shall never have the right to demand payment of this obligation
from any sources or properties of the Board except as described in the Supplemental Resolution.
THE NOTES DO NOT CONSTITUTE OR CREATE A DEBT OR LIABILITY OF THE STATE
OF TEXAS,  AND NEITHER THE FAITH AND CREDIT NOR THE TAXING AUTHORITY OF
THE STATE OF TEXAS IS IN ANY MANNER PLEDGED, GIVEN, OR LOANED TO THE
PAYMENT- OF THE NOTES.

Reference is hereby made to the Supplemental Resolution, copies of which may be obtained
upon request to the Board, and by acceptance of this Commercial Paper Note the Holder hereof
hereby assents to all of the terms and provisions of the Supplemental Resolution, including, but not
limited to, provisions relating to definitions  of terms; the description of and the nature of the security
for the Notes and the Pledged Revenues; the conditions upon which the Supplemental Resolution may
be amended or supplemented with or without the consent of the Holders of the Notes; and the right
to issue obligations payable from and secured by the Pledged Revenues.

It is hereby certified and recited that all acts, conditions, and things required by law and the
Supplemental Resolution to exist, to have happened, and to have been performed precedent to and
in the issuance of this Commercial Paper Note, do exist, have happened, and have been performed
in regular and in due time, form, and manner as required by law and that the issuance of this
Commercial Paper Note, together with all other Notes, is not in excess of the principal amount of
Notes permitted to be issued under the Supplemental Resolution.

This Commercial Paper Note has all the qualities and incidents of a negotiable instrument
under the laws of the State of Texas

This Commercial Paper Note may be registered to bearer or to arty designated payee. Title
to any Commercial Paper Note registered to bearer shall pass by delivery. If not registered to bearer,
this Commercial Paper Note may be transferred only on the books of the Board maintained at the
designated office of the Issuing and Paying Agent. Upon surrender hereof at the designated office
ofthe  Issuing and Paying Agent, this Commercial Paper Note may be exchanged for a like aggregate
principal amount of fully registered (which registration may be to bearer) Commercial Paper Notes
of authorized denominations of lie  interest rate and maturity, but only in the manner, and subject to
the limitations, and upon payment of the charges provided in the Supplemental Resolution and upon
surrender arid cancellation of this Commercial Paper Note.

This Commercial Paper Note shall not be entitled to any benefit under the Supplemental
Resolution or be valid or become obligatory for any purpose until this Commercial Paper Note shall
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have been authenticated by the execution by the Issuing and Paying Agent of the Certificate of
Authentication hereon.

IN WITNESS WHEREOF, the Board has authorized and caused this Commercial Paper Note
to be executed and attested on its behalfby  the manual or facsimile signatures of the Chairman of the
Board and the Executive Secretary to the Board and its oflicial  seal impressed or a facsimile thereof
to be printed hereon.

BOARD OF REGENTS OF T?lE  UNIVERSITY
OF TEXAS SYSTEM

ATTEST:
Chairman

Executive Secretary

* Formula or alternate method of calculating interest may be attached as an exhibit to this Note
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CERTIFICATE OF AUTHENTICATION

This Commercial Paper Note is one of the Commercial Paper Notes delivered pursuant to the
within mentioned Supplemental Resolution.

as Issuing and Paying Agent

By:
Countersignature
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Ussuer’).  for value received. hereby

promises to pay to Cede & Co.. as nominee of The Depository Ttust  Company. or to registered

assigns: (i)  the princ+pal  amount. together with unpaid aoxued  interest thereon. if any, on the

maturity date  of each obligation idenri&d  on the reverb  of Issuer (the ‘Underi@-q Records‘) a~

being evidenced by this Master Note, which Underlying Records are maintained by

(“Pa$g  Agent”): (ii)  interest on the

pnnclpal  amount of each such obligation that is payable  in installments. if any. on the due date of

each installment. as specified on the Under&g  Rwrds: and (iii)  the principal amount of each

such ohligation  that is payable  in installments. if any.  on the due date of each installment, a

sprcified  on the Underl$p  Records. Interest shall be calculated at the rate  and according to the

c~Icul~non  run\mnon  specified on the Under+ing Records. Payments  shall be made  solely from

the sources stated  on the Underlying  Records by wire transfer to the registered owner from

P+rng  .\cvnt  without thr necessi~  of presenwion  and surrender of this Mater  tiotc.

REFERESCE  IS HEREBS MADE TO THE FURTHER PROVISlONS  OF THIS

\l.+STER  XOTE  SET FORTH OS THE REVERSE HEREOF.

Thor  Matc*r Sotr  is a Ad and bmdmp  ohii,@on of Issuer.

SIBI  \‘&I  U&M C:ountmigned  for Authenocww  by Pa!ing  Agent.
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(Revene  Side of Note)

At  the request of the registered owner. Issuer shall promptly issue and deliver one OI  more
sepante  note crtifiates evidencing each obligation evidenced by this Master Note. hi of the
date any such note certificate or certificates are issued. the obligations whwh  are emdewed
thereby shall no longer be evidenced by this Master Note.

FOR VALUE RECEIVED, the undersigned hereby sells. assigns, and transfers unto

i~.m.~ddm.dTypnni~-PlvlahrdmI

the Master Note and all rights thereunder, hereby irrevocably constituting and appointing
attorney to mfer said Master Note on the book,

of Issuer with full power of substitution in the premises.

Dated:
Sign4turrlsl Guaranteed:

Cnk  this crrrilitite is presented bv  an authorized representative of The DepositoF Trust
(:on~piu~~.  A Sew  York mrporrnon  (“DTC”).  to Issuer or its agent for registration of transfer.
w&ncc..  or p+vwnt.  ;md  any wtifkxte issued is registered in the name of Cede & Co. or in
such othcv n~nw A< is requested by  an  authorized representative of DTC (and any payment is
~~~1~.  11, (:IYII,  & (III  or tu such other entity as is requested hy an authorized representawe of
l)T(:  .ASSTH:\SSFER.  PLEDGE. OR OTHER USE HEREOF FOR VALUE  OR
OTIIEII\\‘ISE RY OH TO ASY PERSOS  IS \\RONCFUL  inasmuch ;L( the regwered owner
Iwnwl. (:cdc & Co.. hxi an mtrrrst  hewn
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6. U. T. Austin:  Authorization to Purchase 253.28 Acres 
of Land Adjacent to McDonald Observatory in Jeff Davis 
County, Texas, from Frost National Bank, San Antonio, 
Texas; Submission of the Purchase to the Coordinating 
Board; and Approval for Executive Vice Chancellor for 
Business Affairs to Execute All Documents Related 
Thereto.--The Board, upon recommendation of the Business 
Affairs and Audit Committee: 

 
 a. Authorized The University of Texas at 

Austin to purchase with private gift funds 
253.28 acres of undeveloped land located 
adjacent to the McDonald Observatory at 
Mount Locke in Jeff Davis County, Texas, 
from Frost National Bank, San Antonio, 
Texas, for $165,000 

 
 b. Authorized submission of the purchase to 

the Texas Higher Education Coordinating 
Board for approval   

 
 c. Authorized the Executive Vice Chancellor 

for Business Affairs or his delegate to 
execute all documents, instruments, and 
other agreements and take all further 
actions deemed necessary, advisable, 
or proper to carry out the purpose and 
intent of this purchase. 

 
 This land will be used initially for expansion of the 

Visitor's Center and to protect the McDonald Observatory 
against unwanted future development on its western bound-
ary which could have an adverse effect on the research 
conducted at that facility.  Later uses of the land will 
include housing for Observatory personnel and support 
facilities. 

 
7. U. T. Austin and U. T. El Paso:  Approval to Sell Approx-

imately 1,569.97 Acres of Land Located in Guadalupe 
County, Texas, from the Estate of Jane Weinert Blumberg, 
and Authorization for the Executive Vice Chancellor 
for Business Affairs to Execute All Documents Related 
Thereto.--Approval was given for The University of Texas 
System Real Estate Office, on behalf of The University of 
Texas at Austin and The University of Texas at El Paso, 
to sell approximately 1,569.97 acres of land in Guadalupe 
County, Texas, from the Estate of Jane Weinert Blumberg, 
which will be marketed through a competitive offer pro-
cess and sold for the best offer at or above the 
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 appraised value of $785,000.  The property consists of 
four contiguous tracts of land located about 15 miles 
south of the City of Seguin along the east side of State 
Highway 123 in southern Guadalupe County, Texas. 

 
 Further, the Executive Vice Chancellor for Business 

Affairs or his delegate was authorized to execute all 
documents, instruments, and other agreements and take 
all further actions deemed necessary, advisable, or 
proper to carry out the purpose and intent of the sale. 

 
 The U. T. Board of Regents accepted this property from 

the Estate of Jane Weinert Blumberg, deceased, to estab-
lish the Jane Weinert Blumberg Chair in English at U. T. 
Austin and the Jane Weinert Blumberg Endowment Fund at 
U. T. El Paso.  U. T. Austin received an undivided  

 66 2/3 percent interest in the property and U. T. El Paso 
received an undivided 33 1/3 percent interest.   

 
 
8. U. T. Pan American:  Authorization to Purchase Lamar 

Elementary School Located at 1210 West Schunior Street, 
Edinburg, Hidalgo County, Texas, from the Edinburg 
Independent School District; Submission of the Purchase 
to the Coordinating Board; and Authorization for the 
Executive Vice Chancellor for Business Affairs to Execute 
All Documents Related Thereto.--Upon recommendation of 
the Business Affairs and Audit Committee, the Board: 

 
 a. Authorized The University of Texas - Pan 

American to purchase the Lamar Elementary 
School located at 1210 West Schunior 
Street, Edinburg, Hidalgo County, Texas, 
from the Edinburg Independent School Dis-
trict for $450,000 

 
 b. Approved submission of the purchase to the 

Texas Higher Education Coordinating Board 
  

 c. Authorized the Executive Vice Chancellor 
for Business Affairs or his delegate to 
execute all documents required to complete 
the transaction. 

 
 Funding for the purchase from General Fee Balances is 

included in the FY 1996-2001 Capital Improvement Program. 
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 The Lamar Elementary School, which is adjacent to the 
northwest quadrant of the U. T. Pan American campus, is 
the first priority site for the expansion of this insti-
tution.  The site includes 12.5 acres of land, a single-
story elementary school building which was built in 1956, 
a gymnasium, and associated facilities such as play-
grounds and parking lots.   

 
 Under the terms of the purchase contract, the school 

district will have until January 13, 1999, to vacate the 
premises and deliver possession to U. T. Pan American at 
which time the closing will take place.  It is antici-
pated that U. T. Pan American may lease and use a portion 
of the facility prior to closing. 

 
 U. T. Pan American will conduct an assessment of the 

property as required by The University of Texas System 
Environmental Review Policy for Acquisitions of Real 
Estate during the feasibility period which is provided 
in the contract to purchase the property.   

 
 
9. U. T. System:  Annual Report on the Historically Under-

utilized Business (HUB) Program for Fiscal Year 1996.-- 
 Committee Chairman Smiley called on Mr. Lewis Wright, 

Associate Vice Chancellor for Business Affairs, to pre-
sent the annual report on The University of Texas System 
Historically Underutilized Business (HUB) Program for 
Fiscal Year 1996. 

  
 With the aid of slides, Mr. Wright presented a comprehen-

sive report on the U. T. System Historically Underuti-
lized Business program highlighting the experience in 
Fiscal Year 1996.  He distributed to the members of the 
Board a report entitled "The University of Texas System 
Historically Underutilized Business (HUB) Program Review" 
dated November 14, 1996, a copy of which is on file in 
the Office of the Board of Regents. 

 
 Following Mr. Wright's presentation, Committee Chairman 

Smiley expressed appreciation to Chancellor Cunningham, 
Mr. Wright, and the chief administrative officers for 
their continued commitment in making this program a major 
priority.  She noted that the report had been compiled 
in a format that was very useful and informative and 
indicates that the U. T. System results compare favorably 
with those of other state agencies and departments. 

 

GFaulk
Underline

http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/11-96HUB.pdf
http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/11-96HUB.pdf
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 In response to Regent Holmes' inquiry as to what is 
causing the tapering off of African-American participa-
tion in the HUB program, Mr. Wright responded that if 
Black American vendors are responding to requests for 
proposals, it is unknown whether those responses are 
competitive and it would be necessary to conduct a sepa-
rate study to analyze that situation.  Regent Holmes was 
assured that such an analysis would occur. 
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REPORT AND RECOMMENDATIONS OF THE ACADEMIC AFFAIRS COMMITTEE 
(Pages 128 - 145).--Committee Chairman Lebermann reported that 
the Academic Affairs Committee had met in open session to 
consider those matters on its agenda and to formulate recom-
mendations for the U. T. Board of Regents.  Unless otherwise 
indicated, the actions set forth in the Minute Orders which 
follow were recommended by the Academic Affairs 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 III, Section 6, Subsec-
tions 6.2 and 6.3 (Tenure, Promotion, and Termination 
of Employment).--Committee Chairman Lebermann called on 
Chancellor Cunningham to provide background information 
on the proposed amendments to the Regents' Rules and 
Regulations, Part One, Chapter III, Section 6 related to 
tenure, promotion, and termination of employment within 
The University of Texas System. 

 
 Chancellor Cunningham reported that the proposed amend-

ments to Subsection 6.3 related to tenure, promotion, 
and termination of employment deal specifically with 
the manner of selection of peer faculty members for a 
special hearing tribunal to hear charges against a ten-
ured faculty member or certain tenure-track faculty 
members being considered for termination by the compo-
nent institution and codify the procedure to be followed 
prior to a determination that good cause exists for 
termination.  He noted that the changes refine current 
policies, are in no way a finding that the current provi-
sions of the Regents' Rules and Regulations are unlawful 
or unfair, and are, in part, a response to a June 1995 
resolution from the U. T. System Faculty Advisory Council 
concerning tribunal selection and a November 1995 resolu-
tion recommending changes to the termination procedures. 
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 Noting there had been much debate about the proposal, 
Dr. Cunningham recommended that the item as set forth 
in the Material Supporting the Agenda be amended to 
reflect the addition of the following sentence at the 
end of Subdivision 6.33 of Subsection 6.3: 

 
   A minimum of one member of a hearing 

tribunal appointed by a chief admin-
istrative officer is to be from among 
panel members selected by the faculty 
input, existent faculty committee or 
faculty governance procedure. 

 
 Dr. Cunningham then recognized Dr. Alan Cline, David 

Bruton, Jr. Professor of Computer Sciences at The Univer-
sity of Texas at Austin and Chair of The University of 
Texas System Faculty Advisory Council, who had requested 
permission to speak to the Board on the issue of panel 
selection. 

 
 Dr. Cline reported that he would specifically address 

the proposed amendments to Subdivision 6.33 which pro-
vide guidelines for the selection of a panel of potential 
hearing tribunal members and directed the attention of 
the members of the Board to a document entitled "Four 
Policies for Tribunal Selection," which is set forth on 
Page 130. 



Four Policies for Tribunal Selection

Current Regents’ Rules:

A special hearing tribunal whose membership shall be appointed by the chief adminis-
trative officer from members of the faculty whose academic rank is at least equal to
that of the accused faculty member.

Proposal by System Administration:

. ..a special hearing tribunal of at least three persons whose academic rank is at least
equal to that of the accused faculty member. At least 50% of the panel members from
which the hearing tribunal members are appointed shall be selected by a procedure es-
tablished by the faculty governance organization, selected by an existing faculty com-
mittee with oversight for university-wide faculty committee selection, or selected
through an approved process designed to provide appropriate faculty input into the
selection. The remaining members of the panel shall be appointed by the chief adminis-
trative officer.

Proposal by System Faculty Advisory Council:

. ..a special hearing tribunal of at least three persons whose academic rank is at least
equal to that of the accused faculty member. The hearing tribunal members are ap-
pointed by the chief administrative officer from a standing panel (pool) of members of
the faculty. The panel members from which the tribunal members are selected shall be
selected by a procedure that assures that each panel member has the approval of both
the chief administrative officer and the faculty governance organization, or, absent a
faculty governance organization, an existing faculty committee with oversight for uni-
versity-wide faculty committee selection

Policy of UT Austin:

The panel shall consist of 5 faculty members drawn at random from those faculty
members in the pool whose academic rank is at least equal to that of the aggrieved fac-
ulty member... The pool shall be constituted in the following manner:

1. Each member of the Faculty Senate shall appoint a hearing officer to serve for the
period of the Senator’s term

2. the President may appoint 10 additional hearing officers each year to serve two-year
terms.

- 130 -
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 Dr. Cline stated that the U. T. System Administration 
proposal related to panel selection should be changed 
and urged the Board to substitute the U. T. System Fac-
ulty Advisory Council proposal set out in the document 
"Four Policies for Tribunal Selection." 

 
 Dr. Cunningham pointed out that the recommended language 

in Subdivision 6.33 provides for faculty involvement in 
the panel selection and insures that at least one member 
of any hearing tribunal will be chosen from the panel 
members selected by the procedures requiring at least 
50% of the panel to be selected (1) by a procedure estab-
lished by the faculty governance organization, (2) by an 
existing faculty committee with oversight for university-
wide faculty committee selection, or (3) through an 
approved process designed to provide appropriate faculty 
input.  The Faculty Advisory Council would prefer that 
the hearing panel be composed entirely of faculty agreed 
to by the faculty and the chief administrative officer. 

 
 Following a detailed discussion and upon recommendation 

of the Academic Affairs and Health Affairs Committees, 
Regent Temple moved that the Board adopt the proposed 
amendments to the Regents' Rules and Regulations, Part 
One, Chapter III, Section 6, Subsections 6.2 and 6.3 to 
include the additional amendment to Subdivision 6.33 as 
recommended by Chancellor Cunningham.  Regent Evans 
seconded the motion and the Board unanimously amended the 
Regents' Rules and Regulations, Part One, Chapter III, 
Section 6, Subsections 6.2 and 6.3 to read as set forth 
below: 

 
 Sec. 6. Tenure, Promotion, and Termination of 

Employment. 
 
   . . . 
 
  6.2 Tenure denotes a status of continuing appoint-

ment as a member of the faculty at a component 
institution.  Except for the title Regental 
Professor, only members of the faculty with 
the academic titles of Professor, Associate 
Professor, or Assistant Professor or, at U. T. 
Brownsville, with the additional technical 
titles of Master Technical Instructor, Asso-
ciate Master Technical Instructor, or Assis-
tant Master Technical Instructor may be 
granted tenure.  Tenure may be granted at the 
time of appointment to any of such academic 
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   ranks, or tenure may be withheld pending sat-
isfactory completion of a probationary period 
of faculty service; however, such tenure 
status shall not be applicable to the faculty 
of The University of Texas M.D. Anderson 
Cancer Center. 

 
   The University of Texas M.D. Anderson Cancer 

Center is authorized to award a seven-year 
term appointment which will denote a status of 
continuing appointment at that institution as 
a member of the faculty for a period of seven 
years.  Only members of the faculty with aca-
demic titles of Professor, Associate Professor, 
or Assistant Professor may be granted a seven-
year term appointment.  A seven-year term 
appointment may be granted at the time of 
appointment to any of such academic rank or 
may be withheld pending satisfactory comple-
tion of a probationary period of faculty ser-
vice. 

 
   . . . . 
 
  6.3 Termination by an institution of the employment 

of a faculty member who has been granted tenure 
and of all other faculty members before the 
expiration of the stated period of appointment, 
except as is otherwise provided in 
Subdivision 6.26 and Subsections 6.(11) 
and 6.(12) or by resignation or retirement, 
will be only for good cause shown.  In each 
case the issue will be determined according 
to the equitable procedures provided in this 
Subsection. 

   6.31 The chief administrative officer shall 
assure that all allegations against a 
faculty member that involve the potential 
for termination are reviewed under the 
direction of the chief academic officer 
unless another officer is designated by 
the chief administrative officer.  The 
faculty member who is the subject of the 
allegations shall be given an opportunity 
to be interviewed prior to a determination 
by the chief academic officer whether the 
allegations are supported by evidence that 
constitutes good cause for termination.  
The chief academic officer will recommend 
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    to the chief administrative officer 
whether to proceed with charges for 
termination.  A faculty member under 
review for matters that may result in 
charges for termination may file a 
grievance pursuant to a faculty grievance 
procedure only if the subject of the 
grievance is not involved in the review.  
A pending grievance may proceed only if it 
does not involve a subject under review. 

   6.32 If the chief administrative officer 
determines that the allegations are 
supported by evidence that constitutes 
good cause for termination, the chief 
administrative officer will meet with the 
faculty member, explain the allegations 
and supporting evidence, and give the 
faculty member a reasonable amount of 
time, as determined by the chief 
administrative officer, to respond either 
orally or in writing.  In cases of 
incompetency or gross immorality, where 
the facts are admitted, or in the case of 
a felony conviction, the hearing 
procedures of Subdivision 6.33 shall not 
apply and dismissal by the chief 
administrative officer will follow. 

   6.33 In cases where other offenses are charged, 
and in all cases where the facts are in 
dispute, the accused faculty member will 
be informed in writing of the charges.  If 
the chief administrative officer 
determines that the nature of the charges 
and the evidence are such that it is in 
the best interest of the institution, the 
accused faculty member may be suspended 
with pay pending the completion of the 
hearing and final decision by the Board.  
On reasonable notice, the charges will be 
heard by a special hearing tribunal of at 
least three faculty members.  The academic 
rank of each member of the tribunal must 
be at least equal to that of the accused 
faculty member.  The notice will specify 
the date, time, and place for the hearing 
and will specify the names of the faculty 
members appointed to the hearing tribunal.  
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    The hearing tribunal members are appointed 
by the chief administrative officer from a 
standing panel (pool) of members of the 
faculty.  At least 50% of the panel 
members from which the hearing tribunal 
members are appointed shall be selected by 
a procedure established by the faculty 
governance organization, selected by an 
existing faculty committee with oversight 
for university-wide faculty committee 
selection, or selected through an approved 
process designed to provide appropriate 
faculty input into the selection.  The 
remaining members of the panel shall be 
appointed by the chief administrative 
officer.  A minimum of one member of a 
hearing tribunal appointed by a chief 
administrative officer is to be from among 
panel members selected by the faculty 
input, existent faculty committee or 
faculty governance procedure. 

    6.331 In every such hearing the 
accused faculty member will have 
the right to appear in person 
and by counsel of the accused's 
selection and to confront and 
cross-examine witnesses who may 
appear.  If the accused faculty 
member is represented by 
counsel, the institution is 
entitled to be represented by 
counsel from the Office of 
General Counsel. 

    6.332 The accused faculty member shall 
have the right to testify, but 
may not be required to do so, 
and may introduce in his or her 
behalf all evidence, written or 
oral, which may be relevant and 
material to the charges. 

    6.333 A stenographic or electronic 
record of the proceedings will 
be taken and filed with the 
Board, and such record shall be 
made accessible to the accused. 
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    6.334 A representative of the 
institution may appear before 
the hearing tribunal to present 
witnesses and evidence in sup-
port of the charge against such 
faculty member, and such 
institutional representatives 
shall have the right to cross-
examine the accused faculty 
member (if the faculty member 
testifies) and the witnesses 
offered on behalf of the faculty 
member.  The institution has the 
burden to prove good cause for 
termination by the greater 
weight of the credible evidence. 

    6.335 The hearing tribunal shall not 
include any accuser of the 
faculty member.  If the accused 
faculty member is not satisfied 
with the fairness or objectivity 
of any member or members of the 
hearing tribunal, the faculty 
member may challenge the alleged 

      lack of fairness or objectivity, 
but any such challenge must be 
made in writing to the hearing 
tribunal at least three (3) week 
days prior to the date for the 
hearing.  The accused faculty 
member shall have no right to 
disqualify any member or members 
from serving on the tribunal.  
It shall be up to each 
challenged member to determine 
whether he or she can serve with 
fairness and objectivity in the 
matter, and if any challenged 
member should voluntarily 
disqualify himself or herself, 
the chief administrative officer 
shall appoint a substitute 
member of the tribunal from the 
panel described in 
Subdivision 6.33.  
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    6.336 The hearing tribunal, by a 
majority of the total 
membership, will make written 
findings on the material facts 
and a recommendation of the 
continuance or termination of 
the accused faculty member.  The 
hearing tribunal, by a majority 
of its total membership, may 
make any supplementary 
suggestions it deems proper 
concerning the disposal of the 
case.  The original of such 
findings and the recommendation, 
with any supplementary 
suggestions, shall be delivered 
to the Board and a copy to the 
accused.  If minority findings, 
recommendations, or suggestions 
are made, they shall be 
similarly treated.  The original 
transcript of the testimony and 
the exhibits shall also be 
forwarded to the Board. 

   6.34 The Board, by a majority of the total 
membership, will approve, reject, or amend 
such findings, recommendations, and 
suggestions, if any, or will recommit the 
report to the same tribunal for hearing 
additional evidence and reconsidering its 
findings, recommendations, and 
suggestions, if any.  Reasons for 
approval, rejection, or amendment of such 
findings, recommendations, or suggestions 
will be stated in writing and communicated 
to the accused. 

   6.35 Tenure-track faculty members who are 
notified in accordance with Subsection 6.7 
that they will not be reappointed or who 
are notified in accordance with 
Subdivision 6.23 or Subsections 6.7 or 6.8 
that the subsequent academic year will be 
the terminal year of appointment shall not 
be entitled to a statement of the reasons 
upon which the decision for such action is 
based.  Such a decision shall be subject 
to review under this Subdivision only to 
determine whether the decision was made 
for reasons that are unlawful under the 
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    laws or Constitution of this state or the 
United States.  A review under this 
Subdivision may be granted only in those 
cases where the affected faculty member 
submits a written request for a review to 
the chief administrative officer that 
describes in detail the facts relied upon 
to prove that the decision was made for 
unlawful reasons.  If the chief 
administrative officer determines that the 
alleged facts, if proven by credible 
evidence, support a conclusion that the 
decision was made for unlawful reasons, 
such allegations shall be heard under the 
procedures in Subsection 6.3 as in the 
case of dismissal for cause, with the 
following exceptions: 

    (1) the burden of proof is upon the 
affected faculty member to establish 
by the greater weight of the credible 
evidence that the decision in 
question was made for reasons that 
are unlawful under the laws or 
Constitution of this state or the 
United States; 

    (2) the administration of the institution 
need not state the reasons for the 
questioned decision or offer evidence 
in support thereof unless the 
affected faculty member presents 
credible evidence that, if 
unchallenged, proves the decision was 
made for unlawful reasons; 

    (3) the hearing tribunal shall make 
written findings and recommendations 
based on the evidence presented at 
the hearing and shall forward such 
findings and recommendations with the 
transcript and exhibits from the 
hearing to the chief administrative 
officer; 

    (4) the chief administrative officer may 
approve, reject, or amend the 
recommendations of the hearing 
tribunal or may reach different 
conclusions based upon the record of 
the hearing.  The decision of the 
chief administrative officer shall be 
final. 

 . . . . 
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 The change to the Regents' Rules and Regulations, Part 
One, Chapter III, Section 6, Subsection 6.2 deletes 
language related to term tenure at The University of 
Texas of the Permian Basin since there are no longer 
any faculty members on term-tenure appointments at U. T. 
Permian Basin and the language is inoperative.   

 
 Additional substantive changes to Subsection 6.3 are 

summarized below: 
 
 a. Subdivision 6.31 - provides a general framework 

for the review of allegations prior to the decision 
to recommend a hearing on charges and includes a 
specific requirement that the faculty member under 
review be allowed an opportunity for interview by 
the chief academic officer prior to the chief aca-
demic officer's determination that there is evidence 
to support the allegations.  New language clarifies 
existing practice related to the appropriate inter-
play between the grievance process and an ongoing 
review or termination proceeding. 

 
 b. Subdivision 6.32 - makes clear that if the chief 

administrative officer finds that good cause exists 
to initiate charges, the faculty member is to be 
given an opportunity to respond to the findings and 
also consolidates current language to effect that 
the formal hearing process is not required when the 
facts are admitted or the faculty member has been 
finally convicted of a felony offense.  

 
 c. Subdivision 6.33 - rearranges existing language on 

interim suspension with pay and provides guidelines 
for the selection of a panel of potential hearing 
tribunal members.  The language provides for faculty 
involvement in the panel selection but retains pres-
idential prerogative for hearing tribunal appoint-
ment and leaves the issue of appropriate academic 
rank for the panel members as an institutional deci-
sion.  The Faculty Advisory Council would prefer the 
panel be selected by faculty or its composition be 
agreed to by faculty and administration.   

 
 d. Subparagraph 6.334 - specifically references the 

burden of proof in a termination proceeding which, 
as under current practice, is upon the institution. 

 
 e. Subdivision 6.35 - includes minor amendments to make 

clear that the notice provisions referenced are only 
applicable to nontenured faculty on tenure-track. 
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2. U. T. Board of Regents - Regents' Rules and Regulations, 
Part One:  Approval to Amend Chapter VI, Section 6, Sub-
section 6.(11) (Use of Property, Buildings, or Facilities 
for Filming Motion Pictures or Television Productions).-- 

 In order to implement suggestions recently received from 
the Texas Film Commission, the Academic Affairs and 
Health Affairs Committees recommended and the Board 
amended the Regents' Rules and Regulations, Part One, 
Chapter VI, Section 6, Subsection 6.(11), regarding use 
of property, buildings, or facilities of The University 
of Texas System for filming motion pictures or television 
productions, to read as follows: 

 
 Sec. 6. Use of University Facilities. 
 
 . . . 
 
  6.(11) Use of Property, Buildings, or Facilities 

for Filming Motion Pictures or Television 
Productions.--The chief administrative 
officer of the U. T. System or a component 
institution or his or her delegate may 
authorize the use of property, buildings, 
or facilities owned or controlled by the 
U. T. System or component institution for 
filming motion pictures or television 
productions under a written agreement 
approved pursuant to U. T. System 
procedures.  Requests to film a motion 
picture or television production will be 
reviewed and considered on a case by case 
basis and, subject to the provisions of 
this Subsection, it shall be within the 
discretion of the chief administrative 
officer or his or her delegate to 
determine whether to grant the request.  
The safety of students, faculty, and 
staff; the potential for damage to 
buildings, facilities, or property and for 
disruption of administrative or academic 
programs or other scheduled activities; 
and the subject matter of the film shall 
be of primary consideration in determining 
whether to grant a filming request. 
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    6.(11)1 The chief administrative officer 
or his or her delegate will be 
responsible for assuring that 
scheduled time(s) and 
location(s) for filming do not 
interfere with administrative 
and academic programs or other 
scheduled activities of the 
U. T. System or component 
institution. 

    6.(11)2 The U. T. System or a component 
institution shall not be 
identified as the filming 
location in the film credits or 
in any media advertising for the 
film.  The film may not include 
any building, statue, fountain, 
facility, mark, symbol, or logo 
that identifies the U. T. System 
or a component institution as 
the filming location.  This 
prohibition shall not apply to 
the filming of an approved 
script that relates to the life 
and accomplishments of a present 
or former officer or employee of 
the U. T. System or of the 
component institution at which 
the script is filmed. 

    6.(11)3 The script for the motion 
picture or television production 
must be approved by the chief 
administrative officer or his or 
her delegate. 

    6.(11)4 The production company must 
identify the persons or entities 
with an interest in the company. 

    6.(11)5 The production company must 
provide a policy of 
comprehensive general liability 
and property damage insurance 
issued by a company authorized 
to do business in the State of 
Texas naming the Board of 
Regents, the U. T. System, the 
component institution, and the 
officers and employees of each 
as additional insureds, 
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      providing coverage for bodily 
injury and death of persons and 
damage to property that result 
directly or indirectly from the 
negligent or intentional act or 
omission of, or from the use or 
condition of any property, 
equipment, machinery, or vehicle 
used, operated, or controlled 
by, the production company or 
its officers, employees, agents, 
or subcontractors while on 
property owned or controlled by 
the U. T. System or a component 
institution.  The limits of 
coverage shall be determined by 
the chief administrative officer 
or his or her delegate on the 
basis of the nature and extent 
of the activities to be 
conducted by the production 
company and the property, 
buildings, or facilities to be 
utilized.  In no event shall the 
limits of liability for each 
occurrence be less than two 
million dollars ($2,000,000.00) 
for bodily injury or death of a 
person and one million dollars 
($1,000,000.00) for property 
damage. 

    6.(11)6 A use fee will be established 
      in each case based upon the 

nature and extent of the 
activities of the production 
company and the U. T. System or 
component institution property, 
buildings, facilities, 
personnel, and services that are 
required to accommodate such 
activities.  The use fee must be 
paid in advance by a certified 
or cashier's check made payable 
to the U. T. System or component 
institution.  If the production 
company cancels a scheduled use, 
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      the deposit, less any expense 
incurred by the U. T. System or 
component institution in 
preparation for such use, will 
be refunded. 

 
 Subdivision 6.(11)4 of the Regents' Rules and Regula-

tions, Part One, Chapter VI, Section 6, was amended to 
delete the requirement that the production company be 
in operation for three years.  The Texas Film Commission 
advises that a new production company is often formed for 
each project.   

 
 At the Texas Film Commission's suggestion, Subdivi-

sion 6.(11)5 was amended to reduce the minimum required 
liability insurance from $5.0 million to $2.0 million for 
bodily injury or death.  This change impacts the minimum 
requirement only; additional coverage may be required as 
appropriate for the nature of the project. 

 
 
3. U. T. Austin:  Repeal of Bowl Game Policy.--The Board 

repealed the Regental Bowl Game Policy for The University 
of Texas at Austin and authorized acceptance of bowl game 
invitations by the chief administrative officer of a gen-
eral academic component institution following review and 
approval of the proposed bowl game budget by the Execu-
tive Vice Chancellor for Academic Affairs and the Execu-
tive Vice Chancellor for Business Affairs. 

 
 The existing policy, which was adopted in October 1962 

and amended in part at the February 1982 meeting of the 
U. T. Board of Regents, is very outdated and has been 
replaced in practice for the last three U. T. Austin bowl 
games by prior approval of proposed bowl game budgets by 
the Executive Vice Chancellor for Academic Affairs and 
coverage of compensation issues by individual contracts 
and institutional policy.   

 
 Each institution will adopt Handbook of Operating Proce-

dures provisions to implement this policy requirement.  
Final bowl budgets will be ratified by the U. T. Board of 
Regents via institutional budget approvals.  
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4. U. T. Austin:  Approval to Repeal Policy Related to 
Law School Admissions Standards and Enrollment Condi-
tions.--Upon recommendation of the Academic Affairs 
Committee, the Board repealed the policy for Law School 
Admissions Standards at The University of Texas at 
Austin, including enrollment conditions, as approved by 
the U. T. Board of Regents at the April 1970 meeting. 

 
 The 1970-71 conditions for admission to the U. T. Austin 

School of Law, which are outdated, included: 
 
 (1) The total enrollment in the Law School shall 

be maintained at no less than 1450 students. 
 
 (2) The first-year enrollment shall never be less 

than 500 students. 
 
 (3) The percentage of nonresident students shall 

at no time be above 15% of the entering class 
and beginning with the 1971-72 school year the 
percentage of nonresident students shall at no 
time be above 15% of the total enrollment of 
the Law School. 

 
 (4) For purposes of computing the percentage 

limitations set out in Section Three above, 
any student who enters the Law School as a 
nonresident shall be treated as a nonresident 
for the entire time he is a student in the Law 
School. 

 
 Decisions on School of Law minimum total enrollment, 

Condition (1), and first-year enrollment, Condition (2), 
are obviously impacted by available faculty, Law School 
accreditation requirements, and related factors.  Thus, 
such decisions are best made at the institutional level 
in the context of and under the authority of U. T. 
Austin's approved Enrollment Management Plan as for the 
other schools and colleges on that campus. 

 
 The limitation on nonresident student enrollment con-

tained in Condition (3) is now included in the current 
General Appropriations Act (as not exceeding 20 percent). 
Similarly, Condition (4) is no longer a correct 
statement of residency classification pursuant to the 
Texas Education Code. 
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 U. T. Austin anticipates the need to adjust Law School 
enrollment limits by as much as 15 percent over the next 
several years and repeal of these enrollment conditions 
will permit consideration of such modifications as part 
of overall enrollment management needs. 

 
 
5. U. T. El Paso:  Authorization to Conduct a Private Fund-

Raising Campaign to Increase Endowment Funds and to 
Provide for Certain Capital Needs (Regents' Rules and 
Regulations, Part One, Chapter VII, Section 2, Subsec-
tion 2.4, Subdivision 2.44).--Pursuant to the Regents' 
Rules and Regulations, Part One, Chapter VII, Section 2, 
Subsection 2.4, Subdivision 2.44 relating to private 
fund-raising campaigns, the Board authorized The Uni-
versity of Texas at El Paso to conduct a private fund-
raising campaign to increase endowment funds and to 
provide for certain capital needs. 

 
 The primary initiative of the five-year endowment cam-

paign at U. T. El Paso is to provide the institution 
with the appropriate resources and programs to meet the  
demands of the twenty-first century. 

 
 The goal of the campaign includes raising gifts to pro-

vide for certain capital needs.  Recommendations to name 
appropriate buildings or other campus facilities for 
contributors to the campaign will be forwarded to the 
U. T. Board of Regents at a later date. 

 
 
6. U. T. El Paso:  Request for Authorization to Charge 

Reduced Tuition Rate for Students Residing in Doña Ana 
and Otero Counties, New Mexico, Effective with the Spring 
Semester 1997 and for the Executive Vice Chancellor for 
Academic Affairs to Forward the Proposal to the Coordi-
nating Board for Approval (Catalog Change) (With-
drawn).--The item related to a reduced tuition rate for 
students residing in Doña Ana and Otero Counties, New 
Mexico, was withdrawn since the Board authorized The 
University of Texas at El Paso to establish reciprocal 
tuition policies for students in adjacent New Mexico 
counties in August 1995.  The withdrawn item was, in 
effect, duplicative of an existing authorization. 
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7. U. T. El Paso:  Establishment of a Doctor of Philoso-
phy (Ph.D.) Degree in Biological Sciences and Authori-
zation to Submit the Degree Program to the Coordinating 
Board for Approval (Catalog Change).--The Board, upon 
recommendation of the Academic Affairs Committee, estab-
lished a Doctor of Philosophy (Ph.D.) degree in Biologi-
cal Sciences at The University of Texas at El Paso and 
authorized submission of the proposal to the Texas Higher 
Education Coordinating Board for review and appropriate 
action.  The degree program is consistent with U. T. 
El Paso's approved Table of Programs and institutional 
plans for offering quality degree programs to meet stu-
dent needs.   

 
 The primary educational objective of the Doctor of Phi-

losophy degree in Biological Sciences at U. T. El Paso 
is to prepare students for research on the pressing 
pathobiological problems of the region with an emphasis 
on (1) the pathogenesis of infectious diseases and 
(2) the toxic and carcinogenic effects of environmental 
pollutants.  Doctoral candidates will complete at least 
72 semester credit hours beyond the bachelor's degree 
including a dissertation presenting research on a sig-
nificant problem related to the toxicological effects 
of pathogens or xenobiotics (parasitic or foreign biolog-
ical agents) in the environment.  Within the 72 semester 
credit hour program is a 12 hour core requirement.   

 
 Twenty-one active research scholars on the U. T. El Paso 

faculty will initiate this program which will be admin-
istered by the Department of Biological Sciences and the 
Graduate School.   

 
 Much of the developmental cost for this program will 

be covered by external grant funds including a possi-
ble extension of the existing $4.5 million federal 
grant awarded to U. T. El Paso for Research Centers for 
Minority Institutions.  Substantial investments in labor-
atory facilities and faculty development have already 
been made from these grant funds.  The total estimated 
cost for the first five years of the program is $815,800, 
with nearly half coming from federal funds. 

 
 Upon approval by the Coordinating Board, the next appro-

priate catalog published at U. T. El Paso will be amended 
to reflect this action. 
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REPORT AND RECOMMENDATIONS OF THE HEALTH AFFAIRS COMMITTEE 
(Pages 146 - 240).--Committee Chairman Loeffler reported that 
the Health Affairs Committee had met in open session to 
consider those matters on its agenda and to formulate recom-
mendations for the U. T. Board of Regents.  Unless otherwise 
indicated, the actions set forth in the Minute Orders which 
follow were recommended by the Health Affairs Committee and 
approved in open session and without objection by the U. T. 
Board of Regents: 
 
 
1. U. T. System:  Authorization to Transfer Funds from the 

Medical Service, Research and Development Plan (MSRDP)/ 
Physician Referral Service (PRS) at Each Health Compo- 

 nent to Texas Universities Health Plan, Inc., a Texas 
Nonprofit Corporation.--Upon recommendation of the  

 Health Affairs Committee, the Board approved the trans- 
 fer of an amount not to exceed eight million dollars  
 from the Medical Service, Research and Development  
 Plan (MSRDP)/Physician Referral Service (PRS) at each 

University of Texas System health component to Texas 
Universities Health Plan, Inc. ("the Plan"), a Texas 
nonprofit corporation.  These funds will be utilized  

 for the purpose of establishing sufficient reserves  
 and operational costs associated with the application  
 for and development of the Plan.  Operational costs  
 will include all reasonable and necessary expenditures 

and start-up costs.  Upon the dissolution of the Plan, 
all remaining operational funds and reserves will be 
remitted back to the respective U. T. System health 
component practice plan as directed by the Office of 
Health Affairs.  The U. T. System Administration is  

 authorized to transfer or facilitate transfer of funds 
held by it and originating from health component  

 practice plans for the purposes and within the finan- 
 cial limitations heretofore set out. 
 
 The Texas Universities Health Plan, Inc., which will 

obtain a primary Health Maintenance Organization certif- 
icate of authority, will enhance patient referrals to  

 the U. T. System health components and assure the con- 
tinuation of clinical educational experiences and oppor- 
tunities for medical residents and students in the 
emerging field of managed care.  In addition, the Plan 
will allow for the continuation of the delivery of health 
care to the traditional patients of the U. T. System  
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 health components and will provide clinical educational 
experience opportunities consistent with the mission and 
purposes of the U. T. System health institutions. 

 
 See Page  62  related to the establishment of Texas Uni- 
 versities Health Plan, Inc. 
 
 
2. U. T. Southwestern Medical Center - Dallas:  Approval of 

Mission Statement and Authorization to Submit the State-
ment to the Coordinating Board for Approval.--The Board, 
upon recommendation of the Health Affairs Committee,  

 approved the Mission Statement for The University of 
Texas Southwestern Medical Center at Dallas as set out  

 on Pages 148 - 150 and authorized submission of the 
statement to the Texas Higher Education Coordinating 
Board for approval. 

 
 The Mission Statement of the U. T. Southwestern Medical 

Center - Dallas, which was previously approved in Novem-
ber 1995, has been revised to add the Master's degree to 
the mission, role and scope of the U. T. Southwestern 
Allied Health Sciences School - Dallas.  The U. T. South-
western Medical Center - Dallas awards the Master of  

 Arts (M.A.) and Master of Science (M.S.) degrees in a 
number of fields with the Master's-level authority 
included in the institution's Table of Programs.  The 
awarding of the Master's degree has traditionally been 
reserved for the U. T. Southwestern Graduate School of 
Biomedical Sciences - Dallas.  As the Allied Health 
Sciences School has upgraded its faculty, student body, 
and academic offerings, it has become apparent that the 
authority to offer Master's degrees in fields related to 
allied health sciences should be extended to the U. T. 
Southwestern A.H.S.S. - Dallas.   

 
 See Page 152 related to the establishment of the Master 

of Physical Therapy degree at the U. T. Southwestern 
A.H.S.S. - Dallas. 
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 The University of Texas  
 Southwestern Medical Center at Dallas 
 
 
 Mission Statement 
 
 
The University of Texas Southwestern Medical Center at Dallas 
is a component institution of The University of Texas System 
and is committed to pursuing high standards of achievement in 
instruction, research, and clinical activities.  Since its 
inception in 1943, U. T. Southwestern has evolved as one of 
the leading biomedical institutions in the country, and its 
programs are designed and implemented with the intent to 
sustain this progress in the future. 
 
As an academic health science center, the central mission of 
the institution is to educate health professionals whose 
lifelong career objectives will be to provide the best possi-
ble care, apply the most appropriate treatment modalities, and 
continue to seek information fundamental to the treatment and 
prevention of disease.  Within an environment of interdisci-
plinary activity and academic freedom at Southwestern, stu-
dents receive training from faculty scholars who have in-depth 
expertise in the many specialties of health care and the 
biomedical sciences.  Faculty members also engage in research 
and patient care so that they can generate new knowledge in 
the fight against disease and maintain their clinical skills 
while serving the people of Texas to the best of their 
ability.  Research findings are made available directly to 
students and indirectly to the general public as practicing 
professionals adopt new treatment modalities.  The focus of 
the faculty, students, and administration at The University  
of Texas Southwestern Medical Center at Dallas will remain  
on providing exemplary educational programs, creating new 
knowledge, delivering quality medical care, maintaining the  
highest ethical standards, advancing the scientific basis of 
medical practice, and demonstrating concern and compassion  
for all people.  Every aspect of the University's operation 
will be conducted in as cost-effective a manner as possible. 
 
The institution consists of the Southwestern Medical School, 
the Southwestern Graduate School of Biomedical Sciences, and 
the Southwestern Allied Health Sciences School and offers 
degrees and programs with subject matter limited to health-
related fields. 
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The central purpose of The University of Texas Southwestern 
Medical School at Dallas is to produce physicians who will be 
inspired to maintain lifelong medical scholarship and who will 
apply the knowledge gained in a responsible and humanistic 
manner to the care of patients.  The Southwestern Medical 
School has assumed responsibility for the continuum of medical 
education.  The institution offers instructional programs not 
only in undergraduate medical education leading to the M.D. 
degree, but also graduate training in the form of residency 
positions and fellowships as well as continuing education for 
practicing physicians and medical scientists.  An important 
focus of the educational effort is training primary care 
physicians and preparing doctors who will practice in  
underserved areas of Texas.  Another instructional role of 
Southwestern Medical School faculty members is that of fully 
preparing those medical students who seek a career in academic 
medicine and research, including the opportunity to earn both 
the M.D. and Ph.D. degrees simultaneously. 
 
The Southwestern Graduate School of Biomedical Sciences pro-
vides well qualified individuals seeking an M.A., M.S., or 
Ph.D. degree with the opportunity and the encouragement to 
investigate rigorously and be creative in solving significant 
problems in the biological, physical, and behavioral sciences. 
In addition to acquiring information in their area of 
research expertise, graduate students at the Southwestern 
Medical Center are encouraged to develop and test new ideas in 
the classroom and to communicate their ideas to others within 
the research-oriented medical community.  Although enrolled in 
a specific program, the students are not restricted to courses 
in their major field of study.  Exposure to a wide variety of 
academic disciplines is necessary to prepare each individual 
for the rapidly changing emphasis in the biomedical sciences. 
Therefore, graduate students at U. T. Southwestern gain a 
wide perspective of contemporary biomedical science through 
interdisciplinary courses, seminars and informal discussions 
involving scholastic interaction with students and faculty 
from other educational programs within the University. 
 
The educational programs of the Southwestern Allied Health 
Sciences School have been established to educate individuals 
at the baccalaureate and master's degree levels for those 
professions which support the health-care delivery team con-
cept.  The School offers baccalaureate degree programs in 
several fields, post-baccalaureate courses of study, certifi-
cate programs, and master's degree programs in allied health 
science fields of study.  As an integral part of Southwestern 
Medical Center, the School works cooperatively in education,  
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research, and service contexts.  It prepares allied health 
professionals of the highest quality and competency to help 
meet the care needs of the people of Texas.  Through research 
and scholarly pursuits related to health care, it advances 
scientific knowledge and practices of the allied health pro-
fession.  It offers consultation, technical assistance, and 
professional services to meet education and health-care needs 
of the community.  In addition, it contributes to the contin-
ued growth and development of allied health professions, 
including reduction of barriers to career advancement through 
pathways to graduate or post-graduate education.  The School 
views its community obligations as being important and there-
fore works actively to publicize career opportunities and 
respond in an appropriate manner to the requirements of health 
care institutions, agencies, and service providers in the 
area. 
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3. U. T. Southwestern Medical Center - Dallas (U. T. South-
western G.S.B.S. - Dallas):  Authorization to Establish a 
Doctor of Philosophy Degree in Integrative Biology and to 
Submit the Degree Program to the Coordinating Board for 
Approval (Catalog Change).--Authorization was granted to 
establish a Doctor of Philosophy degree in Integrative 
Biology to be administered by the U. T. Southwestern 
G.S.B.S. - Dallas at The University of Texas Southwestern 
Medical Center at Dallas and to submit the proposal to 
the Texas Higher Education Coordinating Board for review 
and appropriate action.  The doctoral degree program is 
consistent with the approved Table of Programs and insti-
tutional plans for offering quality degree programs to 
meet student needs.   

 
 The Doctor of Philosophy degree program in Integrative 

Biology will be administered in the Division of Cell and 
Molecular Biology at the U. T. Southwestern G.S.B.S. - 
Dallas.  Requirements for the degree will include  

 24 semester credit hours of academic course work, a 
specific qualifying examination, and the completion of  
an approved dissertation based on the student's labora- 
tory research experiences.  The first students are  

 anticipated to enroll Fall 1997.  Expected enrollment 
each year will be five or six students from the first-
year class of the Division of Cell and Molecular  

 Biology. 
 
 The curriculum of the new program will include the stan-

dard first-year curriculum of the Division of Cell and 
Molecular Biology plus a selection of nine semester  

 hours of advanced course work offered by the Integrative 
Biology program faculty.  The new program is assured a 
highly qualified student body because of the stringent 
standards for admission to the Division of Cell and 
Molecular Biology first-year curriculum.  The program 
will choose its students from those who successfully 
complete the first year in the Division of Cell and 
Molecular Biology.   

 
 The cost of the new program will be the cost of a part-

time administrative assistant (33% time).  No new funds 
are requested.  The personnel need will be met by reas-
signment within the U. T. Southwestern G.S.B.S. - Dallas 
or by reallocation of current funds for this purpose. 
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 Upon approval by the Coordinating Board, the next appro-
priate catalog published at the U. T. Southwestern Medi-
cal Center - Dallas will be amended to reflect this 
action. 

 
 
4. U. T. Southwestern Medical Center - Dallas (U. T. South-

western A.H.S.S. - Dallas):  Establishment of a Master of 
Physical Therapy Degree Program and Authorization to 
Submit the Degree Program to the Coordinating Board for 
Approval (Catalog Change).--The Board established a 
Master of Physical Therapy degree program to be adminis-
tered by the U. T. Southwestern A.H.S.S. - Dallas at The 
University of Texas Southwestern Medical Center at Dallas 
and authorized submission of the proposal to the Texas 
Higher Education Coordinating Board for review and appro-
priate action.  The Master's degree program is consistent 
with the Mission Statement and approved Table of Programs 
for U. T. Southwestern Medical Center - Dallas.   

  
 The program represents a change from an existing bacca-

laureate entry-level Physical Therapy degree to an entry-
level Master's degree in Physical Therapy.  Applicants 
must have completed a baccalaureate degree from an 
accredited university by December of the year of applica-
tion.  Fifty-six credit hours of prerequisite course work 
must also be completed or in progress by the November 
application deadline.  Eighty-one credit hours are 
required for completion of the degree.   

 
 The Master of Physical Therapy curriculum will be offered 

through the Department of Physical Therapy in the U. T. 
Southwestern A.H.S.S. - Dallas.  The anticipated date for 
enrolling students is Summer 1998 and that class will 
graduate at the completion of Spring 2000.    

 
 There will be no additional cost to the U. T. Southwest-

ern Medical Center - Dallas, since the present funding 
will adequately meet the cost of the new program.  In  
the last two years, funding of the existing program has 
increased by 50% in anticipation of the needed increase 
in faculty salaries and clerical support.  The source of 
these additional funds is from faculty practice funds, 
continuing education, and salary support from Medical 
School departments. 

 
 Upon Coordinating Board approval, the next appropriate 

catalog published at U. T. Southwestern Medical Center - 
Dallas will be amended to reflect this action. 

 
 See Page 147 related to approval of a revised Mission 

Statement for the U. T. Southwestern Medical Center - 



 

 
 
 

 153 

Dallas. 
 
 
5. U. T. M.D. Anderson Cancer Center:  Approval of Patent 

and Technology License, Stock Purchase, Warrants, and 
Stockholders' Agreements with BioCyte Therapeutics, Inc., 
Houston, Texas; Approval to Accept Stock in BioCyte 

 Therapeutics, Inc. by the U. T. Board of Regents; and 
Authorization for Gabriel Lopez-Berestein, M.D., to 

 Serve on the Board of Directors of BioCyte Therapeutics, 
Inc. and to Accept Stock Therein.--Upon recommendation  

 of the Health Affairs Committee, the Board: 
 
 a. Approved the following agreements between 

the U. T. Board of Regents, for and on 
behalf of The University of Texas M.D. 
Anderson Cancer Center, and BioCyte 
Therapeutics, Inc., Houston, Texas: 

 
  Patent and Technology License Agreement 
  (Pages 155 - 171) 
 
  Stock Purchase Agreement 
  (Pages 172 - 184) 
 
  Warrants Agreement  
  (Pages 185 - 205) 
 
  Stockholders’ Agreement  
  (Pages 206 - 238) 
 
 b. Approved the receipt of founders’ stock in 

BioCyte Therapeutics, Inc. by the U. T.  
  Board of Regents for and on behalf of the  
  U. T. M.D. Anderson Cancer Center 
 
 c. Approved (1) service on the board of dir- 

ectors of BioCyte Therapeutics, Inc. by 
Gabriel Lopez-Berestein, M.D., a member  

  of the faculty of the U. T. M.D. Anderson 
  Cancer Center, and (2) his acceptance in  
  the future of stock from the company for  
  such service.  
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 BioCyte Therapeutics, Inc. (BioCyte) is a Delaware corpo-
ration with principal offices in Houston, Texas, formed 
and funded by the investment banking firm of Harris,  

 Webb & Garrison of Houston, Texas, to develop and commer-
cialize products and services for the diagnosis, progno-
sis, and therapy of cancer and other diseases.  Under the 
Patent and Technology License Agreement (License Agree-
ment), BioCyte is granted a royalty-bearing, exclusive, 
worldwide license to make, have made, use, or sell prod-
ucts and services incorporating technologies developed at 
U. T. M.D. Anderson Cancer Center by Francis Ali-Osman, 
Gabriel Lopez-Berestein, John Buolamwini, Gamil Antoun, 
Hui-Wen Lo, Charles Keller, and Olanike Akande.  The 
License Agreement also grants to BioCyte a nonexclusive 
right to negotiate license rights to other inventions 
that U. T. M.D. Anderson Cancer Center, in its discre-
tion, may disclose to BioCyte.   

 
 As consideration for the license, BioCyte will pay the  
 U. T. Board of Regents a royalty comprising a percentage 

of adjusted net sales of licensed products as well as 
half of sublicensing income.  In addition, BioCyte will 
transfer to the U. T. Board of Regents common shares of 
stock of the company equivalent to 49% of the founders’ 
shares.  Royalties and sublicensing income but not stock 
will be shared with the inventors pursuant to the 
Regents’ Rules and Regulations, Part Two, Chapter XII.  
BioCyte also will fund all pre-clinical and clinical 
development costs and will reimburse U. T. M.D. Anderson 
Cancer Center for patent expenses in connection with the 
licensed technology.   

 
 Dr. Lopez-Berestein will serve on the board of directors 

of BioCyte pursuant to the Regents’ Rules and Regula-
tions, Part Two, Chapter XII, Subsection 7.1 and will be 
compensated by BioCyte with that company’s stock for his 
service on that board. 
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C.

BOARD owns certain PATENT RlGHTS and TECHNOLOGY RIGHTS related  to
LICENSED SUBJECT MATIER,  which were  developsd  at MDA a cmrponent
hsthtion  of SYSTEM.

BWRD and MDA  desire to have the UCENSED SUBJECT MAllER  developed
in the  UCENSED FIELD and.used  for the bsne?it  of UCENSEE, the inverp,
z,tDD g&pblIc  as outlined in the lntelle&ual  Property Poky

LICENSEE v&hes  to obtain an exdusive license frcm  BOARD  to practice
UCENSED SUBJECT MAllER

tW3Vf  THEREFORE, in amsidemtion  of the n-k&l amnantsandpren-isesherein
ContaIned,  the parties hereto agree  as fdlms:

I. EFFEcm/EDATE

1.1 Subject  to appoval  by BOARD,  this AGREEMENTshallbeeffectkeasofthedate
wit&n  hsrein  above ~‘EFFECTlVE  DATW.

II. DEFINITIONS

As  used in this AGREEMENT, the follcnhing  term shall have the meanings indicated:

2 1  AFFlllATEshall~anybusinessentitymxethan5o%~byucENsEE,
any busi- entity  which owns more than .X% of UCENSEE, or any business
~~wethan5O?hownedbyatusmsssntitythat~morethan5O?h

2 2  LlCENSEDFlELDshallmeanallusesof  theUCENSEDSUBJE(=TM4llER

2 3  LlCENSEDPRoolmSshailrnsananyp3dudorselvic8SolDbyuCENSEE
cmprising UCENSED SUBJECT M4llER pursuant to this Am.

2 4 UCENSED SUBJECT MAllER  shall msan  inventions and discoveries dehd
herein  as PAM  RIGHTS IX as TECHNOLOGY RIGHTS.

2 5 iI= $3?RlTCRY  shall mean all national poliical  jurisdictions in which
ROOUCTSaresoldbyLlCENSEE

2 6  NETSALESshallmsanthegrosstwenuesreceiwdbyLlCWSEEfrom~
wLEofLcENSEDPRowCTS less: (i)  sales and& use taxes actually paid; (ii)
irrpxt  andbr export duties actually  paid; (iii) outbound tmqohtion  prepaid  or
allawed;  (ii) amounts allmed  or a-edii  due to returns (not  to exceed the  original
billina  or invoice amount); and (v) amunts  actually paid to third  parties as running
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2 7

2 8

2 9

royalties  on sak pursuant to kense  agreements  entered into by LICENSEE in
order to practice any INVENTION hereunder which other&e  would  constitute
infringerrent  of tha  patent rights of said third party.

NET MARGIN  shall mean NET SALES  less LlCENSEFS dira  & to
manufacture and distribute LICENSED PRODUCTS as detem-ined by generally
accepted aaxunting  pirciples.

PATENT RIGHTS shall only man any and all of BOARITS  rights in information
ordiscwedes  daimad  in invention disdosures,  patents, and& patent applications,
d-ether  dmestk or foreign, and all diisionals, continuations, axtinuations-irk
part,  reissues, reexaninations  or extensions thereof, and any letters patent that
issue thereon  as defined in Gchibit  I hereto subject to the IiMatbns,  if any, set
forth therein.

SALEorSOLDshallmeanthetransferordispositionofaUCENSEDPRODUCT
fofvaluetoapaftyotherthanLlCENSEEoranAFFlLlATE

210 Subject to the IiWaticns,  if any, set  forth in Exhibit I hereto, lECHNOLOGY
RIGHTS shall mean BOARITS  rights in any tedmical  infofmation,  lcnoWww,
process, procedure, conposition,  device, method, forrmla,  protti,  technique,
tsofhme,  design, drawing or data seated  by the inventus  listed in Exhibit I hereto
and relating to UCENSED SUBJECT MATTER which  is not daimd in PATENT
RIGHE  but which  is neceswy  for practicing  PATENI-  RlGHl-S  regardless of
whether any patent is actually issued during the tern  d this AGREEMENT

III. LICENSE

3.1 604RD  hereby grants to UCENSEE  a royalty-bmring,  exdusive license under
LlcENsEDslJEJH=TMAllERtoman-,havemanufactured,useandlor
sell LICENSED PROWCTS  within UCENSED MTOlW for use within
UCENSED FIELD and, subject  to ktide 4.5 herein, shall extend to BOARDS
undivkkd  interest in any LICENSED SUBJECT MATlER  developed  during the
temafthisA~ andjointlymnedbyBQWDandUCENSEE  lhis
grant shall be  subject to Pamgraph  14.2 and 14.3, hexinblaw  , the payment by
LlcENsEE  to MM of all considefation  as pmided  in Paragraph  4.2 of this
AGREEMENT,((aswellasthetimdypaymentofallarountsdueMRAu~any
~~s~ABreement~M49andU~EE~?effectdunngthe

GREEMElrcT)andshalIbefurthefsubjecttonghtsfetamedby
BQ4RDdMll4tO:

(a) ~t~&h~~~sciic  findings from mearch  related to UCENSED

(b) Sulsject  to tha  provisions of ARTlUE  Xl herein belcw,  use any information
contained in UCENSED SUBJECT MATTERfor research, teaching, patient
care, and other educaticmallyielated  purposes.
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3.2 LICENSEE shall have the  tight to extend  the licanss  granted harein  to any
AFFILIATE provided that such AFFILIATE consents to be bound by all of the tern-a
and conditions of this AGREEMENT.

3.3 Con&ant  with  the term of this AGREEMENT and subject  to tha  &t&a 3.4
herein below, UCENSEE shall have the right and agrees  to grant suMi-
under LICENSED SUBJECT MATTER to third parties for  appiicattons  and uses of
UCENSEDSUWECTMA~~ichUCUJSEEelectsnottocomnerdalizeand
sell UCENSED  PRCDUCTS, fXWidedthatLlCENSEEshatlberespomiMefofits
sublicemaas  relevant to this AGREEMENT, andfordiligentlycdlecitngallamounts
due UCENSEE from sublicensees. IntheaventasuMicensee pursuant  hsreto
becomesbanlauFt,insolventorisplacedinthehandsofareceiverortrustee,
LICENSEE, to the extent atlowd  under  applicable  law and in a timsly  rrwmr,
agreestollseitsbestreasonab(eeffortstocollectanyandallconsiderationOIllRd
toUCENSEEandto~thesuMicenseagreementconfirmedorrejededbya
court  of pfopr jutisdidion.

3 . 4  UCENSEEagreestodeliito  MDAatrueandcomctcopyofeachsublicense
granted by LlCEN!XE,  and any modiication  or tem-ination  thereof, within  thirty
(30)  days after exeaJtion,  mcdiicatlon, or terrrinatlon.

3.5 Upon  tenrinatlon  of this AGREEMWT, BQ4RDagreestoaccepassllosws
to UCENSEE,  exbting  sublicensees ingccdstandingatthedateoftemktationof
this AGREEMENT provided that such suWmseas cmsentinwdtingtobebound
byallofthetetmandcmdiionsofthisAGREEMENT.

3.6 Durlng the term  of this AGREEME NT, MDA may, at its sole diwetion  disdose on
a votuntary,  nomxdusive  basis and to give notice to LICENSEE pursuant to
ktide  15.2 hereinbelow, new inventions msde  at MDA (i) tiich  are disdcsed
aqietely  in an Invention Disdcsure Report to W’s Dfka of Technology
Development;and(ii)to~chno~atherpartyhasanypriorrigMs.

3 . 7  TopravideUCENSEE(andanythirdparties)adequatetimetoevalwtethe
comnerdalprospectsaf~inventions,~vrillnotenterintoalicense
agreement cavering  any new invention disdosed prsuant  to kuttde  3.6
he&Move  for a pedcd  of sixty (66) days fdlting  such disdosure.

3 . 6  ShouldUCENSEEprovideM~withvKittennoticeditsinterestandanofferto
license any new inventton  disdceed  to UCEN!SEE  pursuant  to Ivtide  3.6
hereinabove, andshouklanysuchinventionstillbeaMilableforlicensingfdlowing
the sixty (60) day period provided for in Artide 3.7 he&&we,  and MDA and
BQARDintheirsdejudgementagreetoacceptUCENSEElSoffer,MDAand
SDWDagreetoamendWkitIofthisAGREEMpcT to indude  ti new
inventionspmuanttotheAmmdmmt Fotm  atbched  hareto  as Exhibit II.
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IV. CONSI~llON,  PAYkENTS  AND  m

4.1 In axW!emtion  of rights granted by BOARD to LICENSEE ur-&r  this
AGREEMENT, UCENSEE agrees to pay MDA the following for ead~  LICENSED
PRCWCT or LICENSED PRODUCT candidate ccnpising U-ED
SUBJECT MATTER:

(4 Dollars ($-) for all out-ofpod<et ~incurredbyMDA
through June 30, 1996  in filing, yz$wg  and maintaining
PATENTRIGHTS  licensedhewndar,
MDA  for so long as, and in such countries as, this Asziz
in effect. MDA will  invoice UCENSEE upon approval of this AGREEMENT
byBOARD,anduponaqwrtertybasisthereafterbegiMingSeptemberl,
1996for~inarrredbyMaAafferJune30,1996andtheamounts
invoiced till  be due and payable  by UCENSEE within  thirty (30) days
therwft~arKl

(b) After LICENSEE has reamred  all of its direct investment to resea&~,
develcp,testandprotedtheLlcENsEDsuBJ~MAllERas  retlected
in UCENSEFS  audited quart*  financial  statements prepared  according
to gene&y  accepted aaxunting  prindples,  plus a preferred  return ofthirty-
~epercent(35%)thereof,)arunningrayaltyecluatofiffypenznt(50%)
ofLlCENSElZSNETWRGlNresultingfrcnnLlCENSEFSNETSALESof
UCENSEDFWOXTS  intheLlCENSEDlEWVTORY,arxi(ii)fifty
pera?nt(5o%)ofallconsiderationotharthan~andcevelopment
p&lY~mMleynxeivedbyLlCENSEEfromanysublicensee pursuant to
Artides  3.3 and 3.4 herein above, induding but not limited to royalties, up
frmt payments,  marketing,  distribution, franchise, option, license, or
doa~mentatlon  fees, lxmus and tilestone  paymmts  and equity sea~rities,
allpayabkv&hinthirty(3O)daysafterMafch31,  June30,  Septerrber30,
andDece&er31ofeachyearduringthatermofthisAGREuIEM;at
whichtimaUCENSEEshallalsodeliito  tvIXatruaandaccutatereport,
givingsu&partiaJlafsofthebllsiness- byUCENSEEandits
sublioensees,ifany~~duringthepreceQngthree(3)calendarmonths
underthisA-as necessary for m to acfmmt  for
UCENSEES  payments  hereunder. Such report  shall indude  all pertinent
data, induding, but not litied  to: (a) UCENSEES  audiied quarterly
finandal statemsnts;  (b) the total quantities  of UCENSED  PRODUCTS
produd;  (c) the total SALES, (d) the calculaticn  of NET MARGIN,
induding details of all direct  costs,  and the royalties thereon;  and (e) the
totalroyaltiesorotherpaymenksocxrrptedanddueMRPc
Sin-ukawoudywiththedeliiafeachsucfirepcit,LlCENSEEshaiIpay
toMlXtheamount,ifany,duefortheperiodofsuch~  Ifno
paymentsareduafvlW,itshallbesorepxted.
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4.2 During the Term  of this AGREEMENT and for one  (1) year Uweafter,  LIU~JSEE
shall keep ampMe  and aaxate  reaxds of its and its sublicense&  dim
invesbnenk  pursuant to ARTICLE 4.1(b),  SALES,  NET SALES, and NET
M4RGIN  of UCENSED PFIOMJCTS to enaMe  the royalties payable  hereunder to
be deterrMed.  LICENSEE shall permit MD4 or its representatives, at MDA’S
expense, to periodically exarMe  its books, ledgers, and records during regular
businesshoursforthepurposeofandtotheextent
quired  under this AGREEMENT.

-rytoWawwoft
IntheeventthattheamountsduetoMDAare

deteminedtohavebeenunderpaidinanamounteqwltoorgreaterthanfive
percent(5%)afthetotalamountduedwingtheperiodaftimesoexanined,U-
cENsEEshallpaythecostof~~nation,andaaxuedinterestatthe
highest allmble  rate.

4 . 3  Uponthequestof  MDAbutnotrrxxe0ftenthancnfxpercalendaryear,
UCENSEEshalldeliito  MDAawittenrepoftastoUCENSEFS(and
sublicenseeS)  efforts and accomplishments  during  the preceding year in diligently
ozmnedalizlng  LICENSED SUBJECT MATER  in the UCENSED -TORY
and UCENSEETS  (and sublicensees’) comnerdalllon  plans for the upcoWg
Y-r*

4.4 All amcunts  payaMe  hereunder by UCENSEE shall be payable in United States
funds vuimout  deductions  for taxes, -,fW,WchargesOfaflykhd.
Chedcsshallbe~payabletoTheUliversityafTexasM.D.AndersonCancer
center and mailed by U.S. Mail to Box 297402, Houstoq  Texas m97  Attention:
Manager,  sponsoredmrams.

4.5  NopqmentsdueorroyaltyratesunderthisAGREUrENT ShallbereducedaStlX
resultofa+owneMipofLlCENSEDStJWECTMKllERbyBOARDand
UCENSEE.

5 . 1  IfUCENSEEdesirestofundsponwedsponsoredresearchntheUCENSEDSUBJECT
MA~andpertiadarty~LlCENSEEreceivee money  for  sponsored
reseaMpaymen&pwsuanttoasubli~underthisAGREEMENT,UCENSEE
shallnotifytvMinwitingafallopportunitiesto~uctsuchsporwnMresearch
(induding dinical trials, if applicable), shall solicit  research  andfof  dinical proposals
fromMxfwsucflpurpose,andshallgivegoodfaithconslderationtofunding
suchproposalsfrom~tothe~~thatMaAhastheresources,capabilityand
interest  in drug development, induding animal testing, drug fortrulation,
phamracokinstics,  and dinical  testing of the LICENSED SUBJECT  MA-
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VI. PAlENTS  AND NvENTioNs

6.1 If after consultation with LICENSEE it is agreed by MDA and LICENSEE that a
new patent application should be filed for LICENSED SUBJECT  U4llER  Mm
till  prepare and file appropriate patent applications, and LICENSEE till pay the
cast  of searching, preparing, filing, pmecuting  and maintaining same. lf
UcENsEEnotifiesMDAthatitdoesnotintendtopaythecostofanapplication,
orifucENsEEdoesndrespondor~anefforttoagreevrithMaAonthe
dispcsition  of rights of ths  subject invention, then MRA  may file such application
atitscrwn~andUCENSEEshallhavenorigMstosuchinvention.  MDA
shall provide UCENSEE v&h  a w of the application for  &hi&  UCENSEE has
paidtheccstoffiling,astilascopiesofanydoammts
pmealtimthereof.

receiwd  or filed during

VII.  INFHNGElllEKT

7.1 UcENsEEshallhavetheobligationofenforcingatits~anypatent
exdusively licensed hemnderagaimtinfringemantbythirdpaftiesandshallbe
entitledto&ainfecowryfromsuchenfoxm& LcENSEEshallpayMDA  fifty
percent(so?h)of  anymotleuyreawerytotheextentthatsldlmonetary
recoVerybyUCENSEEeX~itsnon-reimbursedout~~liiOncosts
andisheldtobedamagesora msonableroyaltyinlieutharecf.  Intheeventthat
UCENSEEdoesndfilesuitagainstaninfringerofsuchpatents~insix(6)

7.3 In any suit OT  dispute involving an infringer, the parties shall woperate fully, and
upontherequestandattheexpenseofthepartykingingsuit,theotherpartysMI
mkeavailabletothepaQbfingingsuitat msonabletimsandunderappqxiate
conditions  all relevant personnel, reunds,  papers, information,  sarrpks,
spedmens,  and the like which  ate  in its posse&m
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VIII. PAlENTlWRMNG

8.1 LICENSEE agrees that all pawing  containing individual LICENSED
PRODUCT(S), and dcammtation  therefor,  sold by LICENSEE, SUBSIDIARIES,
and sukensees of LICENSEE till be marked  pemranentiy  and legibiy  with  the
number of the appbMe  patent(s)  licensed hereunder in accordance v4th  each
cambfs patent laws,  induding Ttie 35, United States Code.

X. USEOF-AND-M

10.1 ucuI(sEEshallnotusethenameof(ortheMmeofanyenployeeof)MD4
sYsrEMofBaARDwithouttheadvance,expressvwittsnconsentdBoARD
seared through:

TheUniiersityofTexaS
M.D.Anders0ncanCerCef-W
cmice  of Public Affairs
1515 HoI-  Boulevald
BOX229
Houston, Texas 77030
A-ON:  Ste@enC.stuydc
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11.2 Each paws  0Migath  of amfidence  hereunder shall be fuffilled  by using at least
the SanE  degree Of care With the  Other  pattyk  amfidential  inf&on a $ -
to proted  its owm amidential  inf~on. This obligation shall  exist \nhile this
AGREEMENT is in force and for a period  of three (3) years thereaRer.

XIII.  TEmls AND TERMNAlloN

13.1 Su~&toArtides13.2,13.3and13.4hereinbelow,thetermofthisA~
shallextendfromtheEffediveDatesetforvlhereiMbavetothefullendofthe
term  or terms for which PATENT RIGHTS  have not expired, and if only
TECHNOLOGY RlGHTS  are licensed and  no PATENT RlGt-KS  are applicable, for
a term of fifteen (15) years.

13.2 MDA shall have the right at any time after the EFFECTIVE DATE  of this
AGREEMENT to temhate  the license to any UCENSED  SUBJECT MATTER or
any use of application thereof granted herein in any nathal  poiitical  jurisdiciion
vvithintheUCENSED~~ifUCENSEEwithinninetydaysafferHnitten
notlce  from Ma4 of such  intended temination, fails to provida  witten evideme
satisfactolyto~thatucENsEE  ha3 cmmerdaliiofisactivelyand
effeddy  attqng to -aliianyaspectofLlcENsEDsuBJEcT
MATTER  licensed hereunder v&hin  such jurisdiction(s). kcurate,  witten
evidenceprovidedbyUCENSEEtoMaA~insaidninety(90)dayperiodthat
LICENSEE hasanefkctive,ongoingandacWeresearch,developmnt,
nmnufaduting,  rnaketlng,  IX sales pmgtam,  as appropriate, directed towrd
obtainhg  regulatofy  appml  and/or  production  and/or  sale of LICENSED
FFODUCR  incorporating PATENT RIGHTS or incorporating  TECHNOLOGY
RlGHTS  Wn such jurisdiction shall be deemad  satkfadory  evidemz.

13.3 Subject to any rights herein which sun&e temination, this AGREEWNT till
earlier  temhate  in its entirety.

(4 automatically if UCENSEE  shall bemm  bnlaupt  or insolvent and/or if the
businessofUCUI(SEEshallbeplacedinthehandsofareceiverortnstee,
vhtherbyvduntaryactofLlCENSEEorothewb;or
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(b) (i) upon thirty (30) days witten  notice by MDA if UCENSEE shall breach
ordefaultonthepaymentobligationsofARTlCLEIV,oruseafname
obligations of ARTlCLE  X;  or (ii) upon ninety (90)  days witten notice by
MDA if LICENSEE shall breach or default on any other obligation under this
AGREEMENT; provided, hmever, UCENSEE may avoid such temination
irbeforetheendofsuchthirty(30)orninety(90)dayperiodaUCENSEE
provides notlce  and aaumte,  witten evidenceafat~~z  t; MD4  that
suchbreachhasbeencuredandthe~ 1 .

( c )  atanytimebymtualwittenagreemntbet\nreenUCENSEE,MDAand
BOARD,  or without cause upon  one hundred eighty (180) days witten
notice by UCENSEE to MD4  and BQARD,  subject to any provisions herein
tiich survive ttination.

13.4 upon  temination  of this AGREEMENT for any cause:

(a)

(b)

(c)

nothing harein  shall be ccmbuedtoreleaseeitherpartyofanyobligation
matured prior  to the effectjve  date of such temination.

LICENSEE covenants and agrees to be bound by the prtisions  of
ARTICLES IX, XANDXI  OfthisAGREEIWK

LICENSEE may, after the effective date of suds  terkation,  sell all U-
CENSEDPROWCTS andpartsthe&rethatltrnayhonhandatthe
dateoftemkation,pmvidedthatLlCENSEEpaystheeamedmyalty
~~myotheramxmtsduepmuanttoARTlCLElVofthis

LlCENSEEgrantstoMDAandBWRDanmexdusiveroyaHybeating
license~therighttosublicenseothefsvvithrespecttoinprovements
made  by LICENSEE (including inprwements licensed by LICENSEEfrom
thirdpafties)intheUCENSEDSLlWECTM4TTER  LlCEN!2EEandkQA
agreetone@iateingmdfaiththerqattyrateforsaidrmwxdusive
license. WWS  right to subiicense  others hemnder *J~g+f&~
fzupeesofpemittingotherstodevelopand-
tedlnology~.

14.1 f3ce@forthefightqifany,ofthe -oftheunitedstatesassetm
hereinbelw,BoARDtepresentsand-itsbelllthatitisthe-ofths
enthe  right,  title, and interest in and to LICENSED SUBJECT MAllEF4 and that
ithasthesolerighttograntliomses themnder,andthatithasnotkrowingly
granted licenses thereunder to any other entity that vmuld  restrid  tights granted
hemnderexce@asstatedhefein.

- 164 -



14.2 LICENSEE understands that the  LICENSED SUBJECT MATIER  my have been
developed under  a funding agmmsnt  with  the Govemmsnt of the United Stats
of America  and, if so, that the Govemmsnt may  have certain rights relative thereto.
This AGREEMENT is explicitly rtmde  subject  to the  Govemmsnt’s  rights under  any
such  agreerent  and any applicable law or regulation, induding  P.L 96-517 as
amandedbyP.L98620.  TotheaxtentthattheraisaamtIict~~;y
agreerent,  appkabla  law  or regulation and this AGREEMENT,
Government agreenw$  applicable law of regulaticf~  shall prevail.

14.3 LlassEEunderstands andagreesthatBOARD,bythisAGREEMENT,makes
fqxemwionastothaoperabiliiortitnessfofanyuse  safety efticaq

&fovatilii  by ragulatcfy  authxities,  time  and axt  of dsvelopr;lent
and/or  breadth of the UCENSED SUBJECT M4lTER

paktability’
BQWD,  b; this AGREE:

MENT,makesno rqmsarWonastoMatherthereareanypatantsnowheld,or
~ichwillbeheld,byothersorbyBaARDintheUCENSEDLlUD,nordoes
B0WDmkeanyrepresenMionthattheinwntimscontainadinPATENT
RI~dondinfringeanyatherpatentsnawheklorthatvrrillbeheldbyothers
OrbyBawD.

IA4  LICENSEE by exeaan  hereof, ac4uwdedges,  covenah andagreesthat
LlCENSEEhasnotbaaninducedinanymybyEWRO,SYSlEMMDAor
employaeathareoftoentafintothis~~  andfurtheragreesthat  UCENSEE
hascondudedsuflicientduediligence~respecttoallitemsandissues
pertainingtoArtideXNhereinandalldhermatterspertainingtothisPg~
and agrees to accept  all risks inherent herein.

xv. GEhERAL

15.1 This AGREEMENT CoMtUt~tlXeiltil-ealldOnlyA-

mmentsandunderstandingsaresupersededhefeby.  N o
agKemee&ngor~ngthe~~lTlaybsrrede~ex~by
mansofavHendoament signadbythadulyauthoWdmpremWmofthe
parties.
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15.2

16.3

16.4

16.5

15.6

16.7

Any notice required by tl?is  AGREEMENT shall bs give?  by pepaid,  first dass,
&& Tii, return recept  requested, and addressed  In the case of MDA and

BoARDoFREGENrs
~t=y?ifW~Sys@-n

Austin, Texas 78701
AIlENTloN: CffceofGeneralCcunsel

and: TheLhiiofTexaS
-MD. Anderson  Cancer Center
Ofke  of Ted-indogy  Development
1020 Hdahe  Boulevard,  Suite 14Ct5
Houston, Texas nO30
AllENllONz  ~lliam J. Doty

cr  in the case of LICENSEE to:

AllENllONI

LICENSEEcovlenants andagreestocotylyv4thallappliifedeml,stateand
Id labs and regulations in conne&n v&h  its adivihs  pursuant  to this
AGREEMSF.

lhis-shdlbea2nshJd and enforcd  in aaImhcewlththelaws
ofthslhikdSbhBC4dAmericaand~thI3Stab~T~

t-h?a&i#ngsarefor convenienceonlyandshallnotbeusedto~

nanyprovisiondttlis- shailbefowdbyauxtttobevoid,invalid

%X
thsswtx3shallbefefumedtoax@ywithappkablelawof

c&wmable,soasndtoaffectthevaliiorenfwe&iliiof
this-.
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I N  VWNIESS  W H E R E O F ,  putlea  hefeln  haw?  caused  their  Cody arrthomed
tefxes~toe~tts~.

ME UNIVERSIN  OF Tu(As BOARDOFREGENlSOFME
M.D. ANDERSON CANCER CENIER UNIVERSITY OF TEXAS  SYSTEM

By By
David  J. Bachrach Ray Fambee
Executive Vice  President vice Chancellor and
for Adn-inistration  and Finance Generalcounsel

App~ASTOCONTENL APPROVED AS TO FORM:

By By
Vulliam  J. Doty Dudley  R Dobe,  Jr.
DIredor,  Tedmckqy  Development Manager, lntellechlal  Pmperty

BlOCYlE  MERAPELmCS,  INC.:

By:
JeraldS.Ccbbs
Fve&kntandcEo
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EXHIBIT I

Francis AiUsman,  Gabriel Lopez-Berestein,  John Buohndni,  Gad
Antoun,  Hui-Wn Lo, Charles Keller, and Olanike  Akande,  inventors
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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 -
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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
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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

- 175 -



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
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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
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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:

- 202 -



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.
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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. 



 

 
 
 

 247 

 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 
 




