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MEETI NG NO. 881

THURSDAY, DECEMBER 1, 1994.--The nenbers of the Board of
Regents of The University of Texas System convened in regu-

| ar session at 10:20 a.m on Thursday, Decenber 1, 1994, in
Room 316 of the Marialice Shary Shivers Adm nistration Buil d-
ing at The University of Texas - Pan Anerican, Edinburg,
Texas, wth the followng in attendance:

ATTENDANCE. - -

Pr esent Absent
Chai rman Rapoport, presiding

Vi ce- Chai rman Tenpl e

Vi ce- Chai rman Leber mann

Regent Crui kshank

Regent Hi cks

Regent Hol nes

Regent Loeffler

Regent Ram rez

Regent Sm | ey

Executive Secretary Dlly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Millins
Executive Vice Chancell or Burck

Chai rman Rapoport announced a quorum present and call ed the
neeting to order.

RECESS TO BRI EFI NG AND EXECUTI VE SESSI ONS. - - Chai r man Rapopor t
announced that the Board would recess to convene a briefing
session and Executive Session pursuant to Texas Gover nnent
Code, Chapter 551, Sections 551.071, 551.072, and 551.074 to
consider those matters |isted on the Executive Session agenda.

RECONVENE. - - At 1: 20 p.m, the Board reconvened in open session
in the Ballroomof the University Center.

WELCOVE BY DR M GUEL A. NEVAREZ, PRESI DENT OF THE UNI VERSI TY
OF TEXAS - PAN AMERI CAN. - - Chai r man Rapoport expressed the
Board' s appreciation to Regent Mario E. Ramrez and

Dr. Mguel A Nevarez, President of The University of Texas -
Pan American, for their very special and gracious hospitality
| ast eveni ng (Novenber 30) and for the opportunity for the
Board to interact with so many of U T. Pan Anmerican's good
friends and supporters. He then called on Dr. Nevarez for
any wel com ng remarks on behalf of the host institution.

On behalf of the faculty, staff, and students of U T. Pan
Anerican, President Nevarez wel coned the nenbers of the Board
and ot her guests to Edi nburg.



| NTRODUCTI ON OF MR JOE OCHOA, MAYOR OF THE CI TY OF EDI NBURG,
TEXAS. - - Presi dent Nevarez introduced M. Joe Cchoa, Mayor of
the Gty of Edinburg, Texas, who wel coned the nenbers of the
Board to Edi nburg and expressed the City's appreciation for
the Board' s strong support of The University of Texas - Pan
American. M. Cchoa noted that, since the historic nerger

of U T. Pan Anerican with The University of Texas System

in 1989, higher education opportunities in South Texas have
dramatically inproved. He reenphasized the Cty's commtnent
to build a strong working relationship with the Board and
reaffirmed the community's interest in pronoting the continued
devel opnent of U. T. Pan Anerican. |In closing, Mayor Cchoa
noted that the Cty of Edinburg was working closely with the
| eadership of the Texas Legislature to pronote U T. Pan
Anmerican and to enhance hi gher education in South Texas.

U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-
| NG HELD ON OCTOBER 7, 1994.--Upon notion of Vice-Chairmn
Tenpl e, seconded by Regent Crui kshank, the M nutes of the
regul ar neeting of the Board of Regents of The University of
Texas System held on Cctober 7, 1994, in Richardson, Texas,
were approved as distributed by the Executive Secretary. The
official copy of these Mnutes is recorded in the Permnent

M nutes, Volune XLII, Pages 1 - 532.

SPECI AL | TEM

U T. Board of Regents: Adoption of Resolution in Support
of Institutional Plans to be Submtted to the Texas Hi gher
Educati on Coordi nating Board in Accordance with the Access
and Equity 2000 Texas Educational Opportunity Plan for Pub-
lic H gher Education for the Period Septenber 1994 Thr ough
August 2000. --The University of Texas System Adm nistration
and the U T. degree-granting conponent institutions partic-
ipated in the Texas Equal Educational Opportunity Plan for
H gher Education which was undertaken voluntarily by the
State of Texas during the period from 1983 to 1988 and in
the five-year plan entitled the "Texas Educational Oppor-
tunity Plan for Public H gher Education: Septenber 1989 to
August 1994."

The Texas Hi gher Education Coordi nating Board has adopted a
six-year plan entitled Access and Equity 2000: The Texas
Educational Opportunity Plan for Public H gher Education,
Sept enber 1994 t hrough August 2000, and individual institu-
tional plans in support of the state plan were due to the
Coordi nati ng Board by Decenber 1, 1994.

Wt hout objection, the Board adopted the resolution set out
on Page 3 in support of institutional plans prescribed

by the Texas H gher Education Coordi nating Board in Access
and Equity 2000: The Texas Educational COpportunity Plan for
Public H gher Education, Septenber 1994 t hrough August 2000,
and authorized the U T. System Adm nistration to distribute
copies of the resolution to the Texas Hi gher Education Coor-
di nati ng Board, the Governor of the State of Texas, and

ot hers as appropri ate.

As required by this plan, institutions will submt statis-
tical reports to the Coordinating Board by Decenber 15

of 1995, 1997, and 1999, and narrative reports by July 15
of 1996, 1998, and 2000.



RESOLUTI ON

VWHEREAS, The Board of Regents of The University of
Texas System does hereby reaffirmits |ong-standing
policy against discrimnation, that to the extent
provi ded by applicable |law, no person shall be
excluded from participation in, denied the benefits
of, or be subject to discrimnation under, any pro-
gramor activity sponsored or conducted by the Sys-
temor any of its conponent institutions, on the
basis of race, color, national origin, religion,
sex, veteran status, or disability (Regents' Rules
and Regul ations, Part Two, Chapter |, Section 6);

VWHEREAS, The University of Texas System has for
many years recognized its role in helping to over-
cone any effects of past discrimnation

VWHEREAS, The Texas Hi gher Education Coordi nati ng
Board has adopted Access and Equity 2000: The Texas
Educati onal Opportunity Plan for Public H gher Edu-
cation, Septenber 1994 through August 2000 and has
directed public institutions of higher education to
subm t individual plans in accordance with Access
and Equity 2000;

VWHEREAS, The Honorable Ann W Richards, CGovernor of
Texas, has called on higher education adm nistrators
to place their highest priority on inproving mnority
students' enrollnent, retention, and graduation rates;

VWHEREAS, The degree-granting conponent institutions

of The University of Texas Systemand the U T. System
Adm ni stration have adopted policies and devel oped
prograns and activities in support of the two previous
st atewi de educati onal opportunity plans;

VWHEREAS, The University of Texas System Adm nistra-
tion and the conponent institutions have inplenented
prograns designed to attract a diverse student popu-
| ati on in undergraduate and graduate prograns and
have established prograns to encourage persistence
of students through conpletion of degrees; and

VWHEREAS, The University of Texas System Adm nistra-
tion and the conponent institutions have al so estab-
| i shed prograns to attract a diverse work force;
now, therefore, be it

RESOLVED, That The University of Texas System Board
of Regents does hereby endorse the educational
opportunity plan for public higher education

for 1994-2000, Access and Equity 2000; be it further

RESOLVED, That the U. T. Board of Regents endorses
the institutional plans for the U. T. System general
academ c institutions, the degree-granting health
institutions, and the System Adm ni stration, to be
effective from Septenber 1994 t hrough August 2000;
and, be it further

RESOLVED, That the Chancell or and the chief adm nis-
trative officers of the conponent institutions are
hereby directed to inplenent the respective institu-
tional plans, to endeavor to achieve the goals and

t he objectives contained therein, and to report to
the U T. Board of Regents and the Texas Hi gher Educa-
tion Coordi nating Board on progress and acconpli sh-
ments in accordance with Access and Equity 2000.




RECESS FOR COWMWM TTEE MEETI NGS AND COW TTEE REPORTS TO THE
BOARD. --At 1:35 p.m, the Board recessed for the neetings
of the Standing Commttees, and Chai rman Rapoport announced
that at the conclusion of each commttee neeting the Board
woul d reconvene to approve the report and recomrendati ons
of that commttee.

The neetings of the Standing Committees were conducted in
open session and the reports and recommendati ons t her eof
are set forth on the foll owm ng pages.



REPORTS AND RECOMMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Pages 5 - 13).--1n conpliance
with Section 7.14 of Chapter | of Part One of the Regents

Rul es and Regul ati ons, Chairman Rapoport reported to the Board
for ratification and approval all actions taken by the Execu-
tive Coormittee since the last neeting. Unless otherw se indi-
cated, the recommendati ons of the Executive Committee were in
all things approved as set forth bel ow

1. U T. System Authorization to Replace the Autonobile
Liability Insurance Policy with a Policy Underwitten
by Zurich I nsurance Conpany, Schaunburg, Illinois, Effec-

tive Septenber 8, 1994 Through Septenber 7, 1995 ( Exec.
Com Letter 95-2).--Upon recomrendati on of the Executive
Comm ttee, the Board authorized The University of Texas
Systemto replace the existing Autonobile Liability

| nsurance Policy issued by United Community | nsurance
Conmpany, Al bany, New York, with a policy underwitten by
Zurich I nsurance Conpany, Schaunburg, Illinois, effec-
tive Septenber 8, 1994 through Septenber 7, 1995, at an
annual prem um of $325, 000.

The premumfor this policy is based on (and adj usted

at year-end) the inventory of institutional notorized
vehi cl es and equi pnent and is prorated to each conponent
institution based on its reported inventory.

2. U T. Arlington - Student Apartnent Conpl ex Project
(Phase I1): Authorization of Project; Approval to Con-
clude Negotiations on Gound Lease and Rel ated Necessary
Docunents with Century Devel opnent, a Texas Limted Part-

nershi p, Houston, Texas, as Limted Partner and Owmer of
Ceneral Partnership Entity in Arlington Residence Part-
nership Il, Ltd., a Texas Limted Partnership, Houston,
Texas, Lessee; and Authorization for Chairman of the

U. T. Board of Regents to Execute G ound Lease and

Rel at ed Docunents (Exec. Com Letter 95-4).--1n Decem
ber 1993, the U T. Board of Regents approved the con-
struction of Phase | of a student apartnent conplex
project on The University of Texas at Arlington canpus
by Century Devel opnent, Houston, Texas. That initial
phase (known as the Centennial Court Apartnents), which
was conpl eted and ready for occupancy in August 1994,
consists of 200 units on a tract of approximately

7.6 acres leased to Arlington Residence Partnership |
Ltd., a Texas limted partnership, Houston, Texas, com
prised of Century Devel opnent as sole |limted partner
and Arlington Housing Corporation, Houston, Texas, for
an initial termof 40 years. The conplex is operated
by Century Property Managenent Conpany pursuant to an
Qperating Agreenent that term nates when the G ound
Lease ends.

U T. Arlington currently has an enrol | nent of

23,200 students and estimates a student popul ation

of 28,000 by the year 2000. As previously approved by
the Board, the University plans to provi de on-canpus
housi ng for 15% of those students. Current capacity
totals 2,266 beds including the 504 beds provided by
Century Devel opnent - Phase |



In an effort to neet the grow ng demands for housing on
or near the canpus, the Board, upon recommendation of the
Executive Comm ttee:

a. Aut hori zed initiation of Phase Il of a stu-
dent apartnent conplex project by a private
devel oper on the U T. Arlington canpus to
consi st of approximately 176 units on a
tract of approximately 5.5 acres

b. Aut horized U T. Arlington, the Ofice of
Academ c Affairs, and the Ofice of Cen-
eral Counsel to conclude negotiations on
a Gound Lease and rel ated necessary docu-
ments with Century Devel opnent, a Texas
Limted Partnership, Houston, Texas, as
Limted Partner and Owmer of General Part-
nership Entity in Arlington Residence
Partnership 11, Ltd., a Texas Limted
Part ner shi p, Houston, Texas, as Lessee

C. Aut hori zed the Chairman of the U T. Board
of Regents to execute the G ound Lease and
rel ated docunents in a formsubstantially
simlar to the Gound Lease for Phase | of
the apartnment project previously approved
by the U. T. Board of Regents upon review
and recommendati on by the Executive Vice
Chancel |l or for Academ c Affairs, the
Executive Vice Chancel |l or for Business
Affairs, and the Ofice of General Coun-
sel and upon the condition that all obli-
gations of the Lessee under the existing
G ound Lease shall have been sati sfacto-
rily performed.

Phase Il of this project will add approxi mately

176 apartnents (approximately 460-472 beds) designed

to accommodat e the needs of students, faculty, and staff.
The exact nunber of each style of unit is as follows:

Efficiency Units 12
Two bedroomtwo bath units 104
Four bedroonitwo bath units 60

U T. Austin: Authorization to Purchase from Cray
Research, Inc., Eagan, M nnesota, the CRAY Nbdel
J916/ 16- 4096 Superconputer as a Repl acenent for the
CRAY Y- VP 8/ 864 Model D Superconputer and to Purchase
Peri pheral Equi pnent for Superconputer from Veritas
Seisnmc Ltd., Calgary, Alberta, Canada (Exec. Com
Letter 95-4).--At its August 1994 neeting, the U T.
Board of Regents approved the dissolution of The Uni -
versity of Texas System Center for H gh Performance
Computing effective Septenber 1, 1994, and the trans-
fer of assets to The University of Texas at Austin.

U T. Austin was authorized to issue a request for pro-
posal to acquire, by |l ease or purchase with or wthout
trade-in of the U T. System CRAY Y-MP 8/ 864 Model D
super conputer, the foll ow ng:

a. A m d-scal e vector processor conputer system
which is binary conpatible with the present
CRAY conput er

b. A m d-scal e massively parallel conputer
system



C. A |l arge data storage facility
d. Appropri ate software.

U T. Austin issued the requisite invitation to bid for
itens (a) and (d) above in the formof a CRAY Model
J916/ 16- 4096 superconputer (which is binary conpatible
with the Y-MP superconputer), associated peripheral tape
and di sk storage systens, and appropriate software. The
invitation requested bids for both | ease and purchase of
t he CRAY Mbdel J916/ 16-4096 and for optional trade-in of
t he CRAY Y- MP superconputer.

Foll owi ng a careful review of the | ease and purchase
options, the U T. System Adm nistration was of the opin-
ion that the purchase option represented the nost eco-
nom ¢ and val uabl e nmet hod of acquisition. |In accordance
wi th that judgnent, the Executive Commttee accepted an
anmended recommendati on as presented by Executive Vice
Chancel | or Burck. The Board concurred in the anended
recommendat i on whi ch

a. Aut hori zed the purchase from Cray
Research, Inc., Eagan, M nnesota, of a
CRAY Mbdel J916/16-4096 superconput er
Wi th a guaranteed trade-in option
between the twenty-fourth and thirty-
sixth nonth after installation equal
to the remaining principal balance of
an assuned | ease at a rate of $22,235
per nmonth for the 36-nonth period.
Purchase price is $689, 075.

b. Aut hori zed paynent of the one-tinme cost
to Cray Research, Inc. of transporta-
tion ($4,000), peripheral integration
fee ($40,611), and software |icenses
(%89, 500)

C. Aut hori zed the purchase of tape and disk
st orage peri pheral equipnent for the new
superconputer at a cost of $273,040 from
Veritas Seismc Ltd., Calgary, Alberta,
Canada.

Pur chasi ng this equi pment through Veritas
Seismc Ltd. will save U T. Austin

$136, 849 in purchase cost versus obtain-
ing the peripheral equipnment from Cray
Research. Cray Research will integrate
and certify the Veritas Seismc Ltd.

equi pnent for a fee of $40,611, and the
savi ngs anount cited above takes that fee
into account. In addition, naintenance of
the Veritas Seismc Ltd. peripheral equip-
ment will provide a savings of $109, 440
over a 36-nonth period versus the cost

of mai ntai ni ng CRAY peri pheral equi pnent.

The new superconputer will permt a reduction of over
$500, 000 i n annual operating costs conpared to the
CRAY Y- \WP.

The source of funds for the above costs is the capital
fund reserve accunul ated under the Cray Research Uni -
versity Research and Devel opnent G ant Program



4.

U T. Dallas: Approval to Nane Center for Space Sci -
ences as The WIlliamB. Hanson Center for Space Sciences
(Regents' Rules and Requl ations, Part One, Chapter VIII,
Section 1, Subsection 1.2, Naming of Facilities Oher

Than Buil dings) (Exec. Com Letter 95-3).--1n accordance
with the Regents' Rules and Requl ations, Part One, Chap-
ter VII1, Section 1, Subsection 1.2, relating to the

nam ng of facilities other than buildings, the Center for
Space Sciences at The University of Texas at Dallas was
named The WIlliam B. Hanson Center for Space Sciences in
honor of the late Professor WIIliam B. Hanson who was
Director of the Center for Space Sciences and hol der of
the Cecil H and Ida M G een Honors Chair in Natural

Sci ences and Mathematics until his death on Septem

ber 11, 1994.

U T. El Paso - Liberal Arts/Science Renovation Proj-
ects - AOd Main Building Renovation (Project

No. 201-819): Award of Construction Contract to Rudy G
Construction, Inc., El Paso, Texas (Exec. Com Let-

ter 95-4).--The Executive Commttee recommended and the
Board awarded a construction contract for The University
of Texas at El Paso - Liberal Arts/Science Renovation
Projects - Add Main Building Renovation to the | owest
responsi bl e bidder, Rudy G Construction, Inc., El Paso,
Texas, for the Base Bid in the anbunt of $1, 720, 000.

Rudy G Construction, Inc. stated in its Historically
Underutilized Business (HUB) Plan that it will have HUB
participation of approximately 100% for m nority-owned
firms in the contract.

The total project cost is conprised of the follow ng
el enent s:

General Construction Cost $1, 720, 000
Fees and Adm ni strative Expenses 193, 510
Fut ure Wrk 22, 300
M scel | aneous Expenses 40, 000
Proj ect Conti ngency 13,190
Total Project Cost $1, 989, 000

This project was approved by the Texas Hi gher Educa-

tion Coordinating Board in July 1994, and is included
in the FY 1994-1999 Capital |nprovenent Plan and the

FY 1995 Capital Budget for a total project cost

of $1,989,000 to be funded from Tuiti on Revenue Bond

Pr oceeds.

U. T. Pan Anerican - Thernal Energy Plant Expansion
for the Engineering Building (Project No. 901-821) -
2,000 Ton Centrifugal Water Chiller (R-134a) Prepurchase:

Award of Procurenent Contract to Carrier Corporation -
Engi neered Systens Sal es, San Antonio, Texas (Exec. Com
Letter 95-5).--The Board awarded a procurenent contract
for the prepurchase of a 2,000 ton centrifugal water
chiller (R 134a) for the Thermal Energy Pl ant Expansion
for the Engineering Building at The University of Texas -
Pan Anerican to the | owest responsible bidder, Carrier
Corporation - Engi neered Systens Sal es, San Antoni o,
Texas, for Alternate Bid No. 1 in the anount of $370, 200.




The project for the Thermal Energy Pl ant Expansion for
the Engineering Building is divided into two phases.
Phase One is the prepurchase of a 2,000 ton centrifugal
water chiller, and Phase Two is the general construction
of the plant and thermal energy distribution system

The total project was approved by the Texas H gher Educa-
tion Coordinating Board in July 1994, and is included in

the FY 1994-1999 Capital Inprovenent Plan and the FY 1995
Capi tal Budget for a total project cost of $3,800,000 to

be funded with $2, 946,000 from Tuiti on Revenue Bond Pro-

ceeds, $700, 000 from Unexpended Pl ant Funds, and $154, 000
from H gher Education Assistance Funds (HEAF).

7. U T. San Antonio - Business Building (Fornerly Aca-
demc Building) (Project No. 401-756): Award of Con-
struction Contract to Bartlett Cocke, Inc., San Antonio,
Texas; and Approval of Plaque Inscription (Exec. Com
Letter 95-5).--The Board, upon recommendati on of the
Executive Committ ee:

a. Awar ded a construction contract for The
Uni versity of Texas at San Antoni o Busi -
ness Building (fornerly Academ c Buil di ng)
to the | owest responsible bidder, Bartlett
Cocke, Inc., San Antonio, Texas, for the
Base Bid and Alternate Bid Nos. 1, 4,
and 5 in the amobunt of $20, 555, 000.

Bartlett Cocke, Inc. stated in its proposal
that it will have Historically Underutilized
Busi ness participation of approximately 3.9%
for wonen-owned firns and 2. 3% for mnority-
owned firnms in the contract.

b. Approved the inscription set out bel ow for
a plaque to be placed on the building in
accordance wth the standard pattern
approved by the U T. Board of Regents in
June 1979.

BUSI NESS BUI LDI NG

1994
BOARD OF REGENTS

Ber nard Rapoport, Chairman WIlliamH Cunni ngham
Ell en C arke Tenpl e, Chancel l or, The University
Vi ce- Chai r man of Texas System
Lowel | H. Lebermann, Jr., Samuel A. Kirkpatrick
Vi ce- Chai r man President, The University
Robert J. Crui kshank of Texas at San Antonio
Thomas O. Hicks
Zan W Hol nes, Jr. Ford, Powell|l & Carson
Tom Loeffler Architects & Pl anners,
Mario E. Ramrez, MD. I nc.
Martha E. Sm | ey Project Architect

Bartlett Cocke, Inc.

Cont ract or



The total project cost is conprised of the follow ng

el enent s:
General Construction Contract $20, 555, 000
Fees and Adm ni strative Expenses 1,722,162
Furniture and Equi pnment 4, 355, 000
Fut ure Work 133, 450
Proj ect Conti ngency 176, 949
M scel | aneous Expenses 57, 439
Total Project Cost $27, 000, 000

This project was approved by the Texas Hi gher Education
Coordi nating Board in January 1994, and is included in
the FY 1994-1999 Capital Inprovenent Plan and the FY 1995
Capi tal Budget at a total project cost of $27,000,000 to
be funded w th $500, 000 from Permanent University Fund
Bond Proceeds and $26, 500, 000 from Tuiti on Revenue Bond
Proceeds as authorized by the 73rd Session of the Texas
Legi slature as part of the South Texas/Border Initiative.

8. U T. Board of Regents: Approval to (a) Restructure the
Regul ar Meetings of the Board of Regents to a Quarterly
Basis and (b) Require Meetings or Briefings of Each of
the Standing Conmttees Between Quarterly Reqgul ar Meet -
ings of the Board.--Following a detail ed study by The
University of Texas System Process Review Committee,
chaired by Vice-Chairman Lebermann, and upon reconmen-
dation of the Executive Conmttee, the Board adopted a
procedure which (a) inplenents regular neetings of the
Board on a quarterly basis tinmed to the quarters of the
fiscal year and (b) requires a neeting or briefing
session of each of the Standing Conmttees between the
quarterly regul ar neetings of the Board.

In conpliance with this restructured format and effective
with the fiscal year beginning on Septenber 1, the Board
neeting and commttee neeting/briefing schedul es for

cal endar 1995 were established as set forth bel ow

Fi scal Quarter Agenda Itenms to Comm ttee Board
Ends Board of Regents Meet i ngs? Meet i ng?
Nov. 30 Jan. 12 Jan. 1-15 Feb. 9
Feb. 28 April 13 April 1-15 May 11
May 31 July 13 July 1-15 Aug. 10
Aug. 31 Cct. 12 Cct. 1-15 Nov. 9

1 Date to be arranged anong the commttee chair,
appropriate executive vice chancellor, and
Ofice of the Board of Regents.

2 Meeting date retained as second Thursday of nonth.

The current scheduling of regular neetings of the Board
of Regents on a binonthly basis does not coincide with
standard fiscal reporting periods or the standard avail -
ability of performance and neasurenent data which is
generally calculated on a quarterly basis. In addition,
the current schedul e does not lend itself to the regul ar
i nvol venent of Regental committees in the devel opnent,
review, and evaluation of agenda itens and other policy
i ssues to be considered by the full Board and an i npor-
tant nechani smfor the education and invol venent of
Regents has not been fully utilized.
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This new schedule will ensure the tineliness of fiscal
and i nvestnent perfornmance data, provide conmttee input
to proposed agenda itens, provide a soundi ng board for
policy changes being considered by the executive staff,
and allow for the consideration of other matters which

coul d becone policy issues. It will also allow each
Standing Commttee -- Business Affairs and Audit, Aca-
demc Affairs, Health Affairs, Facilities Planning and
Construction, and Asset Managenent -- to becone nore

fully infornmed regarding the scope of prograns and
activities wthin its jurisdiction.

In summary, inplenentation of this restructuring wll:

. Be cost effective, especially in terns of
staff tinme, while enhancing the Board's
tinmely review of fiscal and asset manage-
nment performance

. Enhance Board connjttee i nvol venent and
expertise in functional areas

. Provi de the executive staff with routine
access to Board committees for their con-
sul tation and advi ce

. Permt the Board to focus quarterly on
performance and operational reports
especially if many current routine agenda
itenms are noved to the Docket for approva

. Al l ow nore Board visitation to the severa
conponents, especially if Board commttee
nmeetings/briefings were held at various
canpus | ocati ons.

On behal f of the Board, Chairman Rapoport expressed
appreciation to Vice-Chairman Lebermann and the System
Process Review Commttee for their efforts to increase
the econony and efficiency of the Board' s processes and
procedures.

U. T. Board of Regents: Authorization to Increase the
Use of the Docket as a Method for Regental Approval of
Certain Routine Matters, Delegation to the Chancellor for

Fi nal Approval of Menbership of Conponent Devel opnent
Boards and Advi sory Councils, and Authorization for the
Executive Secretary to the Board to Make Appropriate
Editorial Amendnents to the Regents' Rul es and Regul a-
tions.--The University of Texas System Process Revi ew
Comm ttee, chaired by Vice-Chairman Lebermann, has sug-
gested that the efficiency and effectiveness of the
regul ar neetings of the Board woul d be increased by
removing certain routine mtters fromthe Material Sup-
porting the Agenda and providing for necessary Regental
approval of those matters via the Docket process.
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I n accordance with those suggestions and upon reconmen-
dation of the Executive Conmttee,

the foll ow ng:

a.

Change in the current Docket process:

The Gft Section of the Docket wll be
anended to include only (a) gifts

of $500, 000 or nore when the gift (either
cash or in-kind) is for nonendownent,
unrestricted purposes and (b) gifts

of $50,000 or nore when the gift (either
cash or in-kind) is for any type of
restricted purpose including continuing
paynents to established endowrents.

Docket approval of certain routine and non-
controversial matters which are currently
processed via the Agenda:

(1) Delete fromthe Asset Managenent Com
mttee Agenda and include in Conpo-
nent Dockets

. Est abl i shnent or redesignation
of endownents within current
Endowrent Pol icy Cuidelines

. Accept ance of bequests, renainder
interests, etc., wthin existing
policy

(2) Delete fromthe Executive Comm ttee Agenda

and include in the System Adm ni stration
Docket

. Approval (ratification) of actions
previ ously approved via Executive
Commttee Letter

(3) Delete fromthe Academ c Affairs or Health

Affairs Commttee Agenda and include in
t he Conponent Dockets

. Initial Appointnents to Endowed
Academ ¢ Positions

. Approval of Third-Year Leave of
Absence

. Approval of Dual Positions of
Honor, Trust, or Profit

. Nam ng of Facilities Qther than
Bui | di ngs

. General Student Fees, Parking
Fees, Housing/Dormtory Rates,
etc.

. Logos, Col ors, Mascots, etc.

. "Team ng" Agreenents to Pursue

Research Contracts

. Non- For ei gn Consortium Agreenents
for Limted Purposes.

12
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Further, the final approval of the nenbership of conpo-
nent devel opnent boards and advi sory councils was del e-
gated to the Chancellor follow ng consultation with the
appropriate Executive Vice Chancell or.

In addition, the Board authorized the Executive Secretary
to the Board, in consultation with the Ofice of Ceneral
Counsel, to make such editorial changes in the Regents’
Rul es and Regul ations as are necessary to conplete the
above acti ons.

All of the requirenents for Docket adm nistrative
approval will remain in place and the Docket itens w |
be designed to keep the Board fully inforned.

It is anticipated that the Board neeting tinme previously
taken by these noncontroversial itens will be replaced by
informational, evaluative, and status reports which are
appropriate to the Board's primary responsibility for
governance and policy meking.
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REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COW TTEE (Pages 14 - 41).--Committee Chairnman Loeffler
reported that the Business Affairs and Audit Comm ttee had
met in open session to consider those matters on its agenda
and to fornul ate recomendations for the U T. Board of
Regents. Unl ess otherw se indicated, the actions set forth
in the Mnute Orders which foll ow were reconmended by the
Busi ness Affairs and Audit Conm ttee 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. 79
(Cat al og Change). --Upon reconmendati on of the Business
Affairs and Audit Commttee, the Board approved Chan-
cellor's Docket No. 79 in the formdistributed by the
Executive Secretary. It is attached follow ng Page 195
in the official copies of the Mnutes and is made a part
of the record of this neeting.

It was expressly authorized that any contracts or other
docunents or instrunents approved therein had been or
shal | be executed by the appropriate officials of the
respective institution involved.

It was ordered that any itemincluded in the Docket
that normally is published in the institutional catalog
be reflected in the next appropriate catal og published
by the respective institution.

2. U T. Board of Regents - Regents' Rules and Reqgul ations,
Part Two: Anmendnents to Chapter 1V, Sections 4 (Pur-
chases of Supplies and Equi pnent) and 5 (Purchasing
Procedures).--The Board, upon recomendati on of the
Busi ness Affairs and Audit Conmttee, anended the
Regents' Rul es and Reqgul ati ons, Part Two, Chapter 1V,
Section 4, regarding purchases of supplies and equi p-
nment, and Section 5, regarding purchasing procedures,
to read as set forth bel ow

Sec. 4. Purchases of Supplies, Materials, Services, and

Equi pnent .

4.1 In making purchases of supplies, materi -
al s, services, and equi pnent on behal f of
the System the General Services Comm s-
sion (the "Comm ssion"”) is required to
conply with the State Purchasing and Gen-
eral Services Act, Article 3 of Arti-
cle 601b, Vernon's Texas Civil Statutes
(the "Act"), including the rules and regu-
| ati ons pronul gated by the Conm ssion
t her eunder.

4.2 The Act permts the Comm ssion to del egate
purchasing functions to a state agency,
including an institution of higher educa-
tion. The Act authorizes institutions of
hi gher education to purchase materi al s,
supplies, or equipnent through group pur-
chasing prograns that offer discount
prices to institutions of higher educa-
tion, subject to rules to be pronul gated
by the Commi ssion. |In making purchases
under such del egated authority or under

14



4.3

4.4

such group purchasi ng prograns subject to
rul es of the Comm ssion, the System shal
follow the Comm ssion's applicable proce-
dures or rules.

The Act provides that the Conm ssion's
authority does not extend to acquisition
of :

(a) specified categories of supplies,
materials, services, or equipnent
for libraries operated as part of
uni versity systens or institutions
of hi gher educati on;

(b) materials, supplies, or equipnent
purchased by state-owned hospitals
or clinics through certain group
pur chasi ng prograns;

(c) professional services or consulting
services; or

(d) supplies, materials, services, or
equi pnent for resale, for auxiliary
enterprises, for organized activities
relating to instructional depart-
ments, or fromgifts or grants,

i ncluding industrial or federal
grants or contracts in support of
research

The System has no obligation to conply
with the Act or the rules and regul ations
i ssued thereunder in making purchases to
whi ch the Conm ssion's authority does not
extend, or for which the System s purchas-
ing authority is not delegated fromthe
Comm ssi on under the Act or expressly sub-
ject to rules by the Comm ssion but rather
is adifferent statute. Wth respect to
such purchases not subject to the Act or
the rules and regul ations issued thereun-
der, the policies and procedures to be
used by a System conponent shall be
approved by its chief business officer
pursuant to Section 5 bel ow

Sec. 5. Pur chasi ng Procedures

5.

5.

1

2

The official purchasing agent of each com
ponent institution shall pronul gate pro-
cedures to facilitate and expedite the
purchasi ng function. Such procedures
shal | be devel oped in accordance with
sound busi ness practices and applicable
state law. Purchasing procedures shall be
i npl emented only after appropriate review
and approval for inclusion in the insti-
tutional Handbook of Operating Procedures,
i ncludi ng review and approval of the chi ef
busi ness officer.

Cl osed or nonconpetitive specifications
shal | not be used except in unusual

i nstances clearly justified as being
essential to efficient operating perfor-
mance. Reports of all such exceptions
shal | be maintained by the chief business
of ficer.
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These anmendnents wll allow The University of Texas Sys-
tem conponent institutions flexibility to adopt purchas-
ing policies consistent wth industry standards for
purchases not subject to the Act. This will in turn

al l ow the conponent institutions to reduce their struc-
tural costs.

U T. Board of Regents - Regents' Rules and Reqgul ations,
Part Two: Approval of Amendnents to Chapter V, Section 3
(Enpl oyee Traini ng, Education, and Devel opnent).--The
Busi ness Affairs and Audit Conmmttee recomended and the
Board anmended the Regents' Rul es and Regul ations, Part
Two, Chapter V, Section 3, regarding enpl oyee training,
educati on, and devel opnent, to read as set forth bel ow

Sec. 3. Enpl oyee Traini ng, Education, and Devel opnent.

3.1 The State Enpl oyees Training Act, Texas (overn-

nment Code, Sections 656.041 et seq. recogni zes
that prograns for the training and education of
state adm nistrators and enpl oyees materially
aid effective state admnistration and requires
each State agency to adopt rul es governing such
prograns, subject to witten approval of the
Governor of the State of Texas. The Director
of the Ofice of Human Resources, as del egated
by the Executive Vice Chancellor for Business
Affairs, is responsible for pronul gating the
necessary policies and procedures for inplenen-
tation of the State Enpl oyees Training Act,
consistent wth the guidelines al ready approved
by the Governor and the Regents' Rules and
Requl ati ons.

3.2 Through inplenmentation of the State Enpl oyees
Training Act, the U T. System encourages the
establ i shment of policies which pronote train-
ing prograns that will greatly benefit enploy-
ees. In addition, the use of various types of
training prograns wll be designed to encourage
the initiative of all enployees and stinulate
and notivate | ess productive enployees. O ga-
nized training prograns will, noreover, help
identify enpl oyees who exercise their initia-
tive and denonstrate high | evels of performnce
and also identify areas where enpl oyees need
assi stance in adapting to change and adopti ng
change and i nproved procedures and prograns.

3.3 The follow ng general objectives of the overal
training effort will |ead to nore efficiency
and econony:

3.31 Developing well trained manageri al
supervi sory, professional and support
staff;

3.32 Assisting all enployees toward achi ev-
ing their highest potential;

3.33 Mdtivating enpl oyees and encouragi ng
enpl oyee participation;

3.34 Evaluating the training and its bene-
fit to the organization

3.4 The programelenents for this general training
program are:
3.41 ldentifying staff nenbers who need staff
devel opnent in order to determ ne the
exact kind and scope of program needed;
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3.

3.

5

6

3.42 Training individuals for current assign-
ments and devel oping them for future
assignnents, as a nmeans of inproving
the quality and quantity of work;

3.43 Providing training so that supervisors
are prepared to assune and di scharge
their primary responsibility for the
maxi mum utilization of personnel, the
training of their staff nenbers, and
t he mai nt enance of sound enpl oyee rel a-
tions;

3.44 Advising and assisting enployees with
respect to continuing education and neans
by which they can increase their effec-
tiveness;

3.45 Evaluating all training and education
activities to determ ne whether they
are effective.

Wth these objectives and general program ele-
ments as a background, the establishnent of

four specific training prograns i s encouraged.
The adm ni stration and inplenentation of the
followng training prograns at the U T. System
Adm ni stration and each conponent are to be
primarily the task and responsibility of the
institutional human resources/personnel direc-
tor or an individual designated by the chief
adm ni strative officer.

H gher Education Tuition Support Program

3.61 Definition: This programw /| provide
financial assistance for graduate or
under graduate level training leading to
a degree. It provides for full-time or
part-tine student enrollnment and is to be
for selected, qualified enployees of the
U T. System This programw || be pro-
vided on the basis of institutional need
and to the extent funds are avail abl e.

3.62 (Objective: To provide a college or uni-
versity education for qualified enploy-
ees as specifically required in their
areas of enpl oynent.

3.63 ProgramElenents: This training is to
provide full-time or part-tinme student
enrollment in a graduate or undergraduate
program |l eading to a degree that directly
relates to that enployee's current or
future enpl oynent.

3.64 Admnistration: Eligibility Require-
ment s.

3.641 Sel ected enpl oyees nust have
necessary academ c qualifica-
tions to neet all entrance
requi renents of the college or
university where training is
provi ded.

3.642 Degree training nust be directly
related to an existing job or
j ob series.

3. 643 Sel ected enpl oyees shoul d be
schedul ed for appointnent to a
job requiring the degree train-
ing on conpletion of schooling.

3. 644 Sel ected enpl oyees nust neet
requi renents and be recommended
t hrough the chief admnistrative
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3.

7

3. 65

3. 645

3. 646

of ficer and approved by the
institutional human
resour ces/ personnel director or
the Director of the Ofice of
Human Resour ces.

Sel ected enpl oyees on educa-
tional stipend shall be consid-
ered as enpl oyees on offici al

| eave of absence while in stu-
dent status. Vacation, sick

| eave, group insurances, and

ot her benefits will be governed
under appropriate rules regard-
ing such official |eaves of
absence.

Partici pating enpl oyees nust
recei ve grades of "C' or better
i n undergraduate classes and "B"
or better in graduate courses to
continue eligibility.

Adm ni stration: Qbligations. Enployees
who receive financial assistance under
this program in conpletion of either
under graduat e or advanced degrees, w ||
be obligated to fulfill the follow ng
terms and conditions:

3.651

3. 652

3. 653

An agreenment to be bound by the
rul es and regul ati ons cont ai ned
herein and such ot her policies,
rules, and procedures as nay be
pronul gated by the enpl oyi ng
entity.

An agreenent to return to the
enpl oying entity upon graduation
and attai nnent of the degree and
to remain in the enploynent for
a period of tinme subsequent to
graduation that is proportionate
either to the period of tine the
enpl oyee has received financi al
assistance to attend col |l ege or
university or to the anount of
financi al assi stance received,

or at the institution's option.
An agreenent to execute a fornal
obl i gatory docunent between the
enpl oying entity and the recipi-
ent of assistance under this
program to repay in a lunp sum
or such alternate arrangenent

as the enploying entity may pre-
scribe, the anmount of noney
expended for the cost of such
col l ege education if the indi-

vi dual for any reason, except

ci rcunst ances beyond the indi-
vidual's control, fails to com
plete the training or otherw se
defaults in any provision of

t he agreenent or agreenents.

Human Resource Devel opnent Program

3.71

Definition: Hunman resource devel opnent
may include on-the-job training, training
in preparation for future job responsi-
bilities, and continuing training pro-
grans that are designed to increase job
ef fecti veness.
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3.72

bj ectives: To equip an individual to
performjob specific tasks and/or to
equi p the enployee to deal with new

t echnol ogi cal and | egal devel opnents,

to devel op additional work capabilities,
or increase the enployee's | evel of

ef fecti veness.

3.8 Qutside Staff Devel opnment Program

3.9

3.81

3.82

3.83

3.84

3.85

Definition: This programis to provide
trai ning through workshops, sem nars,
institutes, training sessions, extension
courses, college or university courses
(with or without academc credit), and
ot her special prograns or activities
offered either within or outside the
state. Such prograns nust be of concen-
trated, precise content and designed to
i nprove the individual's professional or
techni cal know edge in the performance
of the individual's present or prospec-
tive duties and responsibilities.

bj ectives: To inprove and enhance the
i ndi vi dual ' s professional and techni cal
know edge and ability in the perfornmance
of the individual's present or prospec-
tive duties and responsibilities.
Program El enents: This programis gener-
ally the type that neets the foll ow ng
criteria: relatively short term spe-
cific in content; and presented outside
t he enpl oyi ng agency.

Adm nistration: Eligibility Require-
ments. The training and educati on nust
be related to the enpl oyee's current or
prospective duty assignnment during the
period of his or her participation.

Adm nistration: bligations. Enployees
receiving Qutside Staff Devel opnent will
be obligated to fulfill such terns and
conditions as the chief admnistrative
of ficer may prescribe, conpatible with
the nature and extent of the training

or educati on.

| nt er nshi p/ Ment ori ng Program

3.91

3.92

Definition: Internship training is
intended to provide the type of |earn-

i ng experience that can be obtained only
t hrough actual work experience. Intern-
ship prograns will normally be of a

| onger duration than training nentioned
under the heading of Qutside Staff Devel -
opnent and Human Resour ce Devel opnent
Program This training will be provided
to those individuals sel ected under the
standards |isted bel ow i n Subdi vi -

sion 3.95, Eligibility Requirenents.

This training will be provided on the
basis of need of the enploying entity
and to the extent funds are avail abl e.
bj ectives: This type of training and
education has a broader objective than
other types of training in that it serves
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3.93

3.94

not only the enploying entity but also

the State of Texas in the foll ow ng ways

3.921 It allows screening of potential
enpl oyees whil e sinultaneously
enj oyi ng an advant ageous
recruiting position.

3.922 It facilitates the infusion of
new peopl e and new ideas into
the information interchange
which is continually taking
pl ace between state governnent
and the U T. System

3.923 It will allow the gain of
trai ned personnel who can carry
a heavier work load in a rel a-
tively short period of tine.

3.924 I nt ernship prograns produce a
wor k product, although this is
not the justification for any
i nternship program

Program El enents: Type | Internships are

those that are within the U T. System

for nonenpl oyees of the state.

3.931 Type | Internships are held with
the U T. System Adm nistration
or a conponent institution by
persons who are not enpl oyed by
the state or the U. T. System

3.932 Such internships relate to the
educati onal program of the per-
son serving the internship,
whi ch suggests that there wll
be a constant interchange and
eval uati on between both the
U T. Systemand the sponsor of
t he person's educational pro-
gram

3.933 These internships should be ini-
tiated only to the extent that
t hey can provi de a neani ngf ul
wor ki ng rol e and | earni ng expe-
ri ence.

3.934 Type | Internshi ps are not
designed primarily to produce a
wor k product. (Exanple: The
enpl oyee of a private data pro-
cessing equi pnent firm observing
and being trained in the Infor-
mati on Technol ogy Depart nent of
a conponent institution which
serves as the training ground.)

Program El enents: Type Il Internship

Prograns are for the State of Texas

and/or U T. System enpl oyees.

3.941 Type Il (a) Internships provide
for the State of Texas to be the
trainee represented by a person
in the enploy of another state
agency. [Exanple: An enployee
of another state agency (State
Auditor's office) serving as an
intern trainee.|]

3.942 Type 11 (b) Internships provide
for the State of Texas to be the
trainee represented by a person
in the enploy of the U T. Sys-
tem A Type II1(b) Internship
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3.95

3. 96

3. 943

may be served either within the
U T. Systemor with other
state agencies. Enpl oyees on
Type Il (b) Internship status
shoul d be considered as enpl oy-
ees of the U T. System as they
would if they were physically
present on the job. (Exanple:
An enpl oyee of a conponent
serving as an intern trainee

at anot her conponent or with
anot her state agency, i.e., an
accountant from a conponent

busi ness office serving as a
trainee in the business office
of anot her conponent or in the
State Auditor's office.)

The primary objective sought by
both of the Type Il Internship
prograns is for the trainee to
gain skills fromthe training
agency and to pronote the abil -
ity of persons to work with
broader situations and nore com
petently in the nultilevels of
adm ni stration of the state or
the U T. System

Adm nistration: Eligibility Require-

ments.
3.951

3. 952

I nternshi p education and train-
ing wll be conducted primarily
for the benefit of the U T.
System

I nternship training and educa-
tion nust be approved by the
chief adm nistrative officer or
his or her delegate on recom
mendati on of the head of the
enpl oyi ng departnment or unit.

Adm ni stration: (Qbligations.

3.961
3. 962

Type | - No obligatory arrange-
ment s required.
Type Il - The follow ng stan-

dards shoul d be observed:

3.9621 The need for these
prograns wll vary
according to skills
requi red and the
avai lability of pre-
enpl oynent training
within the State of
Texas and/or the U T.
System

3.9622 The enpl oyee has an
obligation to success-
fully conplete the
trai ni ng program

3.9623 Enpl oyees receiving
internship training
wll be obligated to
fulfill such ternms and
conditions as may be
prescri bed, conpatible
with the nature and
extent of the training
or educati on.
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These anendnents are intended to bring the avail abl e

enpl oyee training, education, and devel opnent prograns in
conpliance wth recent codification of underlying statu-
tory authorization at Sections 656.041 et seq. of the
Texas Governnent Code (fornerly Article 6252-11a), sim
plify program descriptions, and replace unclear or out-
dat ed | anguage.

These revised rules will be submtted to the Governor for
approval as required by the Texas Governnent Code.

U. T. Board of Regents: Approval to Revise the Annual
Operati ng Budget Process and the Format of Budgetary

| nformation Reported to the U. T. Board of Regents.--

The University of Texas System Process Review Comm ttee,
chaired by Vi ce-Chai rman Lebermann, was appointed to,
anong ot her things, study and nmake recomrendati ons for
changi ng the processes by which information is reported
to the U T. Board of Regents. One such process reviewed
by that Commttee was the preparation and reporting of

t he annual operating budget. A subcommittee consisting
of U T. System Adm ni stration and conponent adm ni stra-
tive officials made a thorough review of the budget pro-
cess, including a conparison of other major university
budgets, and recomrended proposed i nprovenents and format
changes in The University of Texas System budgetary pro-
cess.

Following a brief overview of the proposed changes in the
budget process by Executive Vice Chancell or Burck and
upon recommendati on of the Business Affairs and Audit
Comm ttee, the Board approved the follow ng revisions to
the U T. System annual operating budget process and the
format of budgetary information reported to the U T.
Board of Regents:

a. Prepare a "primary" budget docunent which
i ncl udes budget information for each
departnent or budget unit but does not
i ncl ude departnental salary rosters.

Sal ary recommendations will be provided
as conpani on docunents to the primry
budget docunent.

b. Conti nue the current practice of organiz-
ing the Educational and General Budget
in accordance with the line itens of the
Appropriations Act. Budget funds at the
subaccount |evel for each departnent or
budgetary unit to include subaccounts for
Adm ni strative and Professional Sal aries,
Faculty Sal aries, Teaching Assistants,
Classified Sal ari es, Wages, Mai ntenance
and Qperation, Travel, and other sub-

accounts as may be needed. Include FTE
personnel nunbers for each salary sub-
account .

C. Adopt a two-year conparison format for

t he Educati onal and General Budget to
adequately refl ect budget changes

d. I ncl ude normal sunmary information in

t he budget docunent for Designated Funds,
Auxi liary Enterprises Funds, Contract and
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Grant Funds, and Gft Funds in a consis-
tent format. Budget pages for each fund
group shoul d be col or coded.

e. Devel op a salary roster to acconpany the
primary budget docunent in a format which
is consistent with the needs of the U T.
Board of Regents, the U T. System Adm n-
istration, and the conponent institutions

f. I nclude an "all funds" budget sunmary as
the first schedule in the budget

g. Di scontinue the practice of scheduling
budget hearings after the budget is pre-
pared. Resource allocation hearings wll
be schedul ed in advance of witing the
budget. Draft budgets will continue to
be submtted to U. T. System Adm ni stra-
tion for review.

h. U T. System Admi nistration will approve
reappropriation of prior year bal ances
whi ch exceed $100, 000. Bal ances | ess
t han $100, 000 wi Il be approved at the
institutional |evel.

i Renove the tinme limt of Novenber 30 for
| apsing unfilled and uncommtted |ine
itemfaculty salaries to the institutional
Unal | ocated Faculty Sal ari es account

] - Elimnate the requirenment for U T. System
Adm ni stration to approve changes of clin-
ical faculty appointnments including nedi-
cal hospital staff, w thout salary

K. Elimnate the requirenent for U T. System
Adm ni stration to approve Sumrer Session
budgets as a separate process from
approval of the annual operating budget.
Del egat e approval of Summer Session
budgets to the conponent chief adm nis-
trative officer.

| npl enent a review of supplenental reports
whi ch have historically been filed with
the budget to determine if they continue
to be needed by either U T. System Adm n-
istration or the U T. Board of Regents.

These changes will enhance the Board's ability to focus
on overall budgetary adm nistration and execution, reduce
t he budgeting detail needed only at the institutional

| evel , and substantially limt the staff tinme and paper

fl ow associated wth the Board' s approval of the annual
oper ati ng budget .

On behal f of the Business Affairs and Audit Conmttee,
Regent Loeffler thanked Vice-Chairman Lebermann for his
| eadership of the System Process Review Conm ttee and
the efforts to increase the efficiency of the budgetary
process.
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5.

U T. System Approval of the Systemw de Internal Audit

Plan for Fiscal Year 1994-95.--In conpliance with the
Texas Internal Auditing Act passed by the 71st Legi sl a-
ture which requires in Section 4(1) that an annual audit
pl an be prepared using risk assessnent techni ques, the
Board approved the Systemw de Internal Audit Plan for
Fi scal Year 1994-95 as set forth on Pages 25 - 37.

The devel opnment of the Internal Audit Plan is based on a
Systemw de risk assessnent. |Inplenentation of the Plan
wi |l be coordinated with the institutional auditors to
ensure coverage W thout duplication of effort.
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THE UNIVERSITY OF TEXAS

SYSTEM WIDE
AUDIT PLAN
FOR
FISCAL YEAR 1994-95



OVERVIEW

The Texas Internd Auditing Act, Article 6252-5d, Vernon's Texas Civil Statutes, passed by the
Seventy-fird Legidaure established guiddines for a program of internd auditing.  The intent was
to asss agency adminigrators by furnishing independent anadyses, appraisds, and
recommendations concerning agency operaions. The act dso mandated that the internd audit
program conform to the standards for the Professona Practice of Internal Auditing as
promulgated by the Inditute of Internd Auditors (I1A).

1A Standards require that internd auditors develop an audit plan based on assgnment of risk.
Input from the component internd audit directors and top-level management, as well as input

from mid-and top-level management a Systemm Administration, was solicited. The audit areas
suggested by the components and System Administration were evauated based on certain risk
factors, which included potentid risk of loss, drategic plan/misson objectives, public/
management “expectations,’ laws and regulations, management interest. and date and results of
last audit of the various aress. After assessing the risk of each area, and consdering management’s
input, the following areas were sdected for review at the component inditutions:

Departmenta Internal  Controls

Follow-up on Prior Year Audit Recommendations

Environmental Hedth and Safety (UTA,UTB,UTEP,UTPA,UTSA UTT UTHCT)
NCAA Programs (UTSA, UTEP, UTA, and UTPA)

EDP Audits

The Standards for the Professona Practice of Internd Auditing address the scope of work as
follows

“The scope of work should include the examination and review of the adequacy and
effectiveness of the sysem of internd control, and the qudity of performance in
carying out responghilities. Internd auditors should:

+ review the reliability and inteeritv of financial and operating information and the
means used to identify, measure, cassfy, and report such information.
review the systems established to ensure compliance with those policies, plans,
procedures, laws, and regulations which could have a sgnificant impact on operaions
and reports and should determine whether the organization is in compliance.

v review the means of safeguarding assets and, as gppropriate, verify the existence of
such assets.

+ apprase the economy and effkiency with which resources are employed.

+ review goerations and programs.to ascertain whether results are consistent with
established objectives and goas and whether the operations or programs are being
carried out as planned.

The planned scope of each of the audits listed above is described under “System Adminigiration
Audit Plan”
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BUDGET AND STAFFING

The budget for the System Audit Office was prepared in accordance with System Administration
guidelines and was gpproved a the August 1994 Board of Regents meeting.

Degrees and certifications held by the staff includes 6 auditors with advanced degrees and 8
auditors with CPA certifications. Career development for the staff is a strategic god of the
Sysem Audit Office and it is the Director’s intent to create a working environment that will
fecilitate career opportunities for the audit gaff within and outsde the office. The Office will
continue its efforts towards developing current gaff to its fullest potentid through the
performance of operationd audits, exposure to higher levels of management, and training
targeted a non-traditional audit aress.
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SYSTEM ADMINISTRATION AUDIT PLAN
FISCAL YEAR 1994-95

SYSTEMADMINISTRATIONAUDITS

Self Insured Medical Benefits « The scope of this audit includes reiability and integrity of data,
compliance, safeguarding of assets, and economy and efficiently of operations. The audit will
include tests of payments to providers and participants and premiums remitted by component
inditutions.

Ingtitutional Funds Short/ Intermediate Term Fund - The scope of this audit includes
religbility and integrity of data, compliance, and safeguarding of assets.  The review will indude
the testing of transactions, controls, and policies and procedures.

Medical Liability Fuud - The scope of this audit includes rdiability and integrity of data,
compliance, and safeguarding of assets. This audit will include tests of account balances and
control processes to assess and resolve malpractice clams.

Oil and Gas Audits - The scope of this audit indudes rdiability and integrity of data,
compliance, and safeguarding of assets. The audits will include tests of stock inventory and
accurecy of royadlties received as well as tests for compliance with lease provisons.

Workers Compensation Insurance and Unemployment « The scope of this audit includes
reliability and integrity of data, compliance, program results, and safeguarding of assets. The
audit will include procedures to follow-up on recommendations made in the previous audit.

Component Institution Audits

Internal Controls - The scope of these audits will include safeguarding of assets, compliance,
and rdiability and integrity of data

NCAA Programs (UTSA, UTEP, UTA, UTPA) - These audits consist of agreed-upon
procedures regarding internal controls, revenues, expenditures, and Booster Club activity related
to intercollegiate ahletics programs,

Environmental Health and Safety ( UTA, UTB, UTEP, UTPA, UTSA, UTT, and UTHCT)
- The scope of these audits includes economy and efficiency, program results, and compliance.
The audits will include a review of the programs in place to manage hazardous waste.

Internal Audit Work (UTPB) - The scope of the internd audit work at this component will
include safeguarding of assets, economy and efficiency, program results, compliance, and
religbility and integrity of data

EDP Audits - These audits will incdlude generd controls at the academic inditutions which do
not have EDP auditors on the indtitutions staff.
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COMPONENT AUDIT PLANS
FISCAL YEAR 1994-1995

ACADEMICINSTITUTIONS

THE UNIVERSITY OF TEXAS AT ARLINGTON
Payroll and Fringe Benefits
Inventories = Sales
Cash - Change/Purchase Funds
State and Locad Compliance:
Faculty Sick Leave
Faculty Teaching Workload
Expenditures
Demand Account Reconciliations
Holds for Indebtedness
EDP:
Sysems Desgr/Applications Reviews
Electronic  Transcripts
LANs Provided by Academic Computing Services
Address Database System Review
Performance:
Center for Professona and Executive Development
Expenditures Growth Anadyss
Admissons
Regidtrar
Specid Recruiting Effort - Fal 94
Bits & Bytes
Federd Compliance:
Finendd Aid
Equipment
Internd  Control  Environment:
Review Internd Control System and Update Documentation
Findings Follow-up
Departmental Audits
History
Biology
Engineering  Graphics
Urban and Regiond Affars
Architecture
International  Office
Environmental Hedth and Safety
Maverick Stadium
Motor Pool
Other Area
Management Requests Audits
Auditor  Judgment
Assg State/Sysem Auditors

THE UNIVERSITY OF TEXAS AT AUSTIN
Cash:

Retall Operations

Petty Cash

Cash Receipts

Traning

Bursar's Office
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Interna Control, Compliance, Financid:
New Deans, Directors and Chairpersons
Spot-Check Audit
Devdopment Office
Student Fees

Electronic Data Processing (EDP)

Federa

Unplanned Projects:

Investigetions
Management Request

Follow-up Audits

Performance Reviews
Economic/Efficiency  Audits
Program Audits, or
Management Control Audits

Y OF

Sponsored Research Programs
Financid Assgance Programs
Student Fees

Cash Handling on Campus
Records Management

THE UNIVERSITY OF TEXAS AT DALLAS

Annual Financid Report Reviews

Discretionary  Funds

Internal Controls Update

Follow-up Audits

Lena Callier Trust

Monitoring Grant Subrecipients

Inventories

Qudity Assurance Review

Specid Requests by Presdent, Management

Surprise Petty Cash Counts

Information Resources (EDP Audits)
Top Secret Security Package
Electronic Forms Systems

Finendd Aid

Property Adminigtration

Contracts & Grants

School of Management

Utilities

School of Generd Studies

Cash, Appropriations, and Investment

Telecommunication Services

Admissons & Records

Student Services

Univergty Police

THE UNIVERSITY OF TEXAS AT EL PASO
Intercollegiate  Athletics

KTEP-FM

Follow-up Audits

Environmenta Hedth and Sefety
Internd  Controls



Qudity Assurance Review

Sate Audits

UT Sydem Audits

Miner Foundation

Musc Depatment Review Recognition
Devdopmat and Alumni Office
Vouchaing Office

Specid Request Audits

Computer Center and Bugness Information System
Sudent Grade Changes

Bursa’s office

Cash Handling Operaions

Spedid Projects

THE UNIVERSITY OF TEXAS - PAN AMERICAN
Depatmentd Cash Handling = Internd Controls
Intercollegiate  Athletics

South Texas Border Initidtives = Review of Expenditures
Office of Admissons and Records

Schodl of Education

Gifts and Donations

Office of the Comptroller

Voice Reponse

Tdecommunications - Tdephone Sysgem

Disader Recovery

Prelmplementation Review - On-Line Purchase Reguistioning
Computer Network Security

Follow-up Audits

THE UNIVERSITY OF TEXAS OF THE PERMIAN BASIN
The audit plan for UTPB was developed by the UT Sysem Audit Officg, which will provide
internd auditing sarvices for UTPB. Aress to be audited indude

Depatmenta Audit (Intend Controls):
Humenities and Fne Arts
Behaviord Scence
Laboraory Divison
Graduae Studies and Research
Scence and Mahematics

Operationd  Audits
Contracts and Grants

Internd Contral Action Flan (' Training)

Cog Committee

Fallow-Up on Prior Audits

THE UNIVERSITY OF TEXAS AT SAN ANTONIO
Rede Inventories
Annud Cash Counts & Surprise Cash Counts
Capitd Inventory Counts
Texas Folklife Fedivd FHnendd Audit
Grants and Contracts
Depatmentd Internd Control Assessments
Follow-up Audits
Admissons and Regigrar:

Recruitment

Admissons Processng
Student Hnendd Aid
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Bursar’s Office

Payrall

Ressarch  Devdopment

Office of Ingructiond Resources

Indtitute of Texan Cultures « Busness Office
Campus Mal Room

THE UNIVERSITY OF TEXAS AT TYLER
Defared Revenues
Sudent Fnandd Aid
Purchaang
Hazardous Wagte
Continuing  Education
Dean's Cffice
Schoal of Education and Psychology
School of Saences and Mathematics
Schoal of Liberd Arts
Schodl of Busness Adminigration
Data Processng Center
Personnd
Inventory - Year End
Petty Cash and Change Funds
Million Ddlar Holeln-One Contest
Audits In-Progress a Year-end 1994
Follow-up Audits
Specid Requedts

HEALTH  INSTITUTIONS

THE UNIVERSITY OF TEXAS SOUTHWESTERN MEDICAL BRANCH AT DALLAS
MSRDP
FHnandd Haning and Andyds
Collections & Expenditures
Physcd Pant . Utilities
Aston Center - Budness Area
Human Resources
Faculty Bendits
Employee Services
Medicd School
Cardiopulminology
Nephrology
Obgetrics and Gynecology
Pediatrics
Limited Intend Controd Reviews
- Pharmecology
- Physdlogy
- Neurosurgery
- Dermatology
Payrall
Sate Approprigtions
Sae Grants
EDP . Budget Sysem
Mal Savice
Continuing Education Paformance Audit
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Allied Hedth
All' Depatments
Faculty Practice Plan
Inventory
Physcd Fat
Gengrd Stores

Petty Cash

THE UNIVERSITY OF TEXAS MEDICAL BRANCH AT GALVESTON
Falow-up Audits
Human Resources Managemat Sydem
Cadiac Caheerization Lab
Computer Change Contral
Hosoitd Monitoring Sarvice
Psychiary Chage
Drug Company Investigation
Cech Collection Profess
Clinicd Trids
Cugomer Information Control Software
Bookgtore Autometion
Bank Account Review
Recharge Centers Review
Sy Smith Ultrasound Lab
Computing Sarvice Ceter Report Utilization
Soecid Requedts
Bookstore
Family Practice Resdency Program
MSRDP
Fnandd Statement Review
Abdtracting Process
Budgeting and Expenditure Control
UT Sydem Intend Contral Initictive
UT Sydgem Codt Reduction Initictive
Informetion Sydems Tedhnicd Reviews
Human Resources Management Sydem
Gengd Ledger and Time and Attendance
Invision (Order Entry)
Emergency Preparedness
Gengd ledger and Time and Attendance
LAN
Depatmentd  Reviews
Computing Service Center
Emagency Depatment
Home Hedth
Humen Bidogicad Chemidry & Gendlics
Human Resources
Moody Independent School Didrict
Nurang Savice
Otolaryngology
Phamacology & Toxicology
Physcd Fant
Preventaive Medidne & Community Hedth
Schodl of Allied Hedth Saences
Schod of Medidne
Surgery
Trangportetion



Process Audit Efforts

Acguigtion of and Payment for Goods and Sarvices

Humen Resources’Payrall

- HRMS Sggment (Integrated)

- 1099 Sggment

Campus  Environment

- Equipment  Acoountability

Ddiver Patient Care

- Bill for Savices (Invison) Ssgment (Integrated)
Pharmecy Co-oping
Other Co-oping

THE UNIVERSITY OF TEXAS HEALTH SCIENCE CENTER AT HOUSTON
Survey of Outdde Remuneration
Leave Bdances
‘A FYE Inventories
Follow-up Audits
Employee Assgance Program
Nurdng Savices Billing Sysem
Acoounting - Cash Recapts Review
‘A FYE Resdency Programs (All)
Hermann Hospita Contracts
Application and Awards Process - Sponsored Research
Internd Medicine Operations (MSRDP)
Indirect Cost Review
Budget and Cogt Management Operaions
Hazardous Materids
‘95 FYE Inventory
Devdopmentt Office Operdions
Medicd Foundation Operations
Tdecommunications  Charge/Billing
Physcd Plat Savice Depatments Operdions
Enargy Management
Foedd Assgnments
Information Sysem  Audits
Internd Staff Assgance - Manframe
Internd Staff Assgtance - PC
AsSg Externd Auditors
Information Resources Rik Andyss
Sudet Informetion Sysem Applications
DIR Proposd
Vaious LAN reviews
Soedid  Assgnments
MSRDP
Fnendd Audit - Summary of Operations
Aneshesology Charge Capture
Pediatrics Charge Capture
Neurology Charge Capture
Surgery Operdions
Centrd Budness Office Limited Operaions
Soedd Assgnments
HCPC:
FYE Inventory - Pharmacy
Adivity Therapy
Clinicd Sodd Savices
Nurdgng Service Follow-up
Patient Anandd Services
Foedd Assgnments



THE UNIVERSITY OF TEXAS HEALTH SCIENCECENTER AT SAN ANTONIQ

Accounts Payable

MSRDP Centrd Office

Gengd Practice

Indudry - Universty Cooperdive
Research Center/ State Industry Cooperative Research Center

Equipment  Inventory

Appropriations

Travd Expenditures

Budget

Petty Cash

Payrall

Purchesing

Federd Grants and Contracts

Private Grants and Contracts

Computing Resources - DIR Requirements

MSRDP/DSRDP Fnandd Review

Physcd Hant - Condruction & Building Mantenance

Physcd Pant - Utilities

Universty Pdlice

Pinting Services

Indrumentation  Services

Library

Regigrar

Sudent Fnandd Aid

Endowments

Allied Hedth Continuing Education

Emegaexcy Medicd Technology

Clinicd Research - Dentd  School

Dentd Outpatient Clinic

DSRDP

Endodontics

Periodontics

Biochemigry

Family Practice Resdency Program

Medidne

Obgetrics and Gynecology

Pediarics

Radiology

Surgery

Univasty Clinic

South Texas Research Center

Area Hedth Educaion Center

Hedth Education Traning Centers Alliance

Schodl of Nurdng

Advanced Reszarch Progran/Advanced Technology Program Grants

Follow-up Audits

Internd Audit Qudity Assurance Review

THE UNIVERSITY OF TEXAS MD ANDERSON CANCER CENTER
Cadiopuimonary Savice

Diagnodic  Imeging

Phyddan Referd Savice - Annud Fnanad

Payral Ddivary

Petty Cash Counts

Pediatrics

1995 Year-End Inventory

Bad Debt Write-Off Confirmation



Human Resources < COSO Overview

Nursng, Hospita

Medicd Records

Office of Managed Care

Office of Education

FRAP

Pharmacy

Building Services

EDP Audits
Diagnogtic Imaging Readiotherapy Information System
Electronic Data Interchange
Operating Room System Automation
Pharmacy DATASTAT System
Radiothergpy RAMS System
FSA Generd Ledger - USAS
MVS Operating System Audit
Netware Operating System Audit
Omegamon Monitor
Production Test Certification Methodology
Sysem Devedopment Life Cyde
Tape Management System (TMYS)
Tdecommunication - Data
UNIX Operating System Audit
VM Operating System Audit
Paient Care Information System Re-engineering
Financid Resources and Assessment Planning Budget System - Hospitd/Clinic
Globd Daa Security Administration
Human Resources Management System
Inditutiond Disaster Recovery Plan
LAN New Deveopment
Radiology Information System Upgrade
Computer-based Patient Record
Automated Time & Attendance System
EDP Software Retrieva
EDP Software Training
EDP Staff Support

Prior Year Audits
1994 Year-End Inventories
Lab Medicine
Leukemia - Station 77
Melanoma - Station 55
Dentd Oncology - Station 59
Urology
Ambulatory Treatment Center « Station 19 & Green Park
Bone Marrow Transplant - Stations 73 & 75
State Follow Up Management control
Generd Ledger to AFR
Tdecommunication - Voice

Investigations « WWIR

Follow Ups
Accounts Receivable = Patient Accounting and PRS
Medicare Cost Report
Procurement  Services
Genegrd Accounting - Internd Control
Grants and Contracts - Private
Genitourinary Oncology -St. 14
HRIS- Human Resources
1994 Year-End Inventories

Payroll Ddivery
Pediatric/\VVolunteer Services
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Laboraory Medicine

Leukemia- . 77

Melanoma.Sarcoma - &t. 55

Dentd Oncology - St. 59

Ambulatory Trestment Centers - ST. 19
Bone Marrow Tranglant - STs. 73 & 75
Petty Cash Counts

Data Security

Nursng Payrall Sygem

Lab Medicdne Sysem Automation
Change Control

THE UNIVERSTY OF TEXAS HEALTH CENTER AT TYLER
Trave
Equipment PUF
Cash Recdpts
MSRDP
Generd
Grants
Timekegping
Repar and Renovation
Devdopment  Office
Informetion  Sysems
Invesment In Fant
Inventories - Consumable Supplies
MSRDP - Compliance with BPM #3 1 (Policies and Procedures for Business Operations)
Family Practice Coordinating Board Grant
Sydem Audit Follow-up
Follow-up on Previous Audits
Billing & Collection - Professond Fees (MSRDP Only)
Capitd Assts - Inventories & Controls
Staff Benefits
Outdde Managed Care Services
Rik Management/Qudity Assurance
Payrdl - Generd
Payrall - Tax & FICA
Centrd Stores
Pathology
Ambulatory Care Fadlities
Budgetay Control
Oncdogy Clinic
MSRDP Revenue
Redricted Funds
Unexpended Plant Funds (Other)
Surgery
Sugay dinic
Hosoitd  Revenue
Condruction (& SHely)
Managed Care Clinic
Managed Care Finandd Services
Managed Care Marketing & Patient Services
Neurdlogy Clinic
Supplies Processng and Didribution
Augmentaion  Allotment
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6.

U T. System Authorization to Renew the Conprehensive
Crine Policy with National Union Fire |Insurance Conpany,
Pi ttsburgh, Pennsylvania, Effective Novenber 1, 1994

Thr ough Novenber 1, 1995.--Authorization was given to
renew The University of Texas System Conprehensive Crine
Policy with National Union Fire Insurance Conpany,
Pittsburgh, Pennsylvania, effective Novenber 1, 1994

t hrough Novenmber 1, 1995, at an annual prem um

of $115, 000.

The majority of the institutions selected a $50, 000
deductible with an annual prem um of $115,000. The sane
terms and conditions will apply with the renewal policy.

U T. System Progress Report on the H storically Under-

utilized Business (HUB) Programfor Fiscal Year 1994.--
Comm ttee Chairman Loeffler called on M. Lewi s Wi ght,
Associ ate Vice Chancel lor for Business Affairs, to pre-
sent a progress report on The University of Texas System
Hi storically Underutilized Business (HUB) program for

Fi scal Year 1994.

M. Wight distributed to the nmenbers of the Board a
report entitled "The University of Texas System H stori -
cally Underutilized Business (HUB) Program Review " a
copy of which is on file in the Ofice of the Board of
Regents. Wth the aid of viewgraphs, M. Wight pre-
sented the followng report on the U. T. System Hi stori -
cally Underutilized Business program highlighting the
experience in Fiscal Year 1994:

Report on The University of Texas System
H storically Underutilized Busi ness Program

M. Chairman, nenbers of the Board, Chancell or
Cunni ngham -- This fourth annual briefing
reports the status of the legislatively man-
dated Historically Underutilized Busi ness (HUB)
programin U T. System and what is known of
future program devel opnents.

Attachment 1 sunmarizes |egislative and adm n-
istrative guidelines that govern HUB program
devel opment and operational activities. Sup-
pl enenting | egislative guidelines, the Regents
Policy on Uilization of Historically Under-
utilized Business (HUB) Firns was pronul gated
in April of this year. It outlines a grand
strategy to be foll owed by each conponent in
structuring its HUB program Additionally,
conponent and System Admi nistration HUB stra-
tegi ¢ plans have been devel oped and filed with
the Governor's O fice and the Legislative Bud-
get Board. The System Administration and U. T.
Arlington HUB strategic plans are included as
Attachnments 2 and 3, respectively, for your
reference. HUB action plans detailing program
i npl ementation strategi es have been devel oped
and filed with the Joint Select Conmttee on
Hi storically Underutilized Busi nesses as well.
The U. T. Health Science Center - Houston con-
tinues participation in the TEXCAL pil ot proj-
ect. In another pilot project, U T. System
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http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/12-94HUB.pdf
http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/12-94HUB.pdf

is enploying the Owmer-Controlled I nsurance Program
(OCI P) concept in connection with the Phase Il -
Bertner Conplex and Cinic Services Facility at the
U T. MD. Anderson Cancer Center. Expected prem um
cost savings are $2.2 mllion.

Finally, program policy devel opnment and operations
conferences are listed on page 2 of Attachnment 1.
The U. T. System Adm nistration and U T. Austin,
menbers of the HUB Cooperative State Agency Conmit-
tee, contributed program expertise, production

fundi ng, and subsequently purchased a supply of HUB
program vi deot apes produced by the Conmttee for use
in outreach and internal education progranms. Three
copies of the videotape will be distributed to each
conponent this nmonth. The U. T. System continues
its close cooperation with the General Services Com
m ssion (GSC) in hosting statew de econom c opport u-
nity foruns. Materials included as Attachnment 4
outline planning for the 1995 ECF series.

Attachnents 5 through 12 report program outcones
for FY 1994. Basic data is taken fromthe GSC
FY 1994 report, excerpts fromwhich are included
in the reference section of this report.

Attachnment 5 displays total dollars expended with
HUB firnms in Colum | (output measure). For U. T.
System as a whole, that anount is $90, 334, 787.
Colum 111 displays the percentage of total dele-
gated purchases dollars spent with HUB firms (out-
conme neasure). For U T. Systemas a whol e, that
percentage is 10.3. The U T. System has docunented
goods and services totaling $243,088, 030 (Colum 1V)
for which no HUB vendors have been | ocated (see

Ref erence B). After adjusting total del egated pur-
chases for this amunt (Colum V), the resulting
outcone neasure is 14.2 percent (Colum VI). The
out cone neasures in Colum |1l do not, with two

not abl e exceptions (U T. Brownsville and U. T.

Pan Anerican), approach the 30 percent goal. How
ever, the goal has been established on the assunp-
tion that sufficient ready, willing, and able HUB
vendors exist in relevant supply markets to sup-
port 30 percent HUB participation on a conpetitive
basis. Until HUB vendor availability/capacity is
determ ned nore objectively, no final judgnent
about achi eved program out conmes can be made. It

is reasonable to expect, however, that the U T.
System both as individual agencies and coll ec-
tively, should match or exceed the statew de
average outcone neasure of 11.9 percent.

Attachments 6 and 7 analyze the growmh or contrac-
ti on behavi or of the conponents of the outcone nea-
sure -- total HUB purchases and total del egated
purchases. U. T. Austin and U T. Medical Branch -
Gal veston account for 34 percent and 44 percent,
respectively, of the systemwide growth in HUB
purchases. The rate of growth in total HUB pur-
chases nust exceed the rate of growth in total

del egated purchases if inprovenent in the outcone
nmeasure is to be achieved. The effects of changes
in those outconme neasure conponents is recorded in
Attachnent 8.
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Attachnment 9 shows the distribution by amount and
percentage of total HUB expenditures ($90.3 nillion)
across HUB et hni c/ gender groups.

The conparison of the FY 1994 distribution to prior
years in Attachnment 10 reveals a significant

i nprovenent in the participation of African Anerican
firms.

The report of HUB participation in design and con-
struction contracts awarded in FY 1994 is included
as Attachnment 11. It is inportant to observe that
the FY 1993 data are paynents data and the FY 1994
data are contract award data. Paynents on contracts
awarded in FY 1994 will be nade over a period
extendi ng one or nore years beyond that fiscal year.

Attachnment 12 permits the conparison of current
program out cones with both current and future pro-
jections. Wiile only FY 1995 projections are shown
in the attachment, projections through FY 1999 are
i ncluded in strategic plans.

Section 55.03, Texas Education Code, requires that
the Board report annually to the Governor and each
house of the Legislature the extent of HUB partici-
pation in contracts awarded in connection with the
revenue financing program authorized by H B. 2058.
A copy of the academ c year 1994 report is included
as Attachnment 13. The legislation establishes a
good faith effort goal of 25 percent HUB parti ci pa-
tion in contracts related to the issuance of bonds
and in contracts related to itens financed by such
bonds. In FY 1994, one contract for paying agent
services was awarded under which $1, 195 was paid.
Four banks were solicited for bids. W are not
aware of any mnority or wonen-owned banks that

can provide this service. Regarding contracts
relating to itens to be financed, 210 contracts
totaling $53, 336,614 were awarded during the
reporting period. Mnority or wonen-owned firns
subm tted 245 bids or 57 percent of total bids
received. HUB firnms received $11.8 nmillion or

22.2 percent of total contract awards.

Before taking a brief ook into the future of the
HUB program it is appropriate to recognize U. T.
Medi cal Branch - Gal veston (UTMB) for its inten-
sive care as nentor and sponsor in facilitating

t he establishnment of a mgjor, new mnority-owned
business in its supply market area. Qualiticare,

a Baltinore, Maryland, based African Anerican-owned
medi cal / surgi cal supply distribution conpany, wll
establish operations in Houston, Texas. Qualiticare
has been granted a Certificate of Authority by the
Secretary of State to transact business in the state
and is a GSC certified HUB vendor. Wen fully oper-
ational, the conpany anticipates |ocal hiring of

36 full-tinme enpl oyees and expects first-year sales
of $16 million. Potentially, Qualiticare can pro-
vide significant HUB capacity for many conmodities
currently defined by U T. System conponents as HUB
noncapacity supplies. 1In addition to other U. T.
System heal t h conponents, UTMB has been instrunent al
in introducing Qualiticare to other |eading health-
care providers around the state.
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Initiatives by the Joint Select Commttee (JSC) on
Hi storically Underutilized Busi nesses during the
74t h Legislature and rules that proceed fromthe
Disparity Study are the major future influences on
t he HUB program

The JSC has hel d hearings throughout the state dur-
ing the past year. Sonme areas of interest to the
Conmittee are listed in Attachnent 14.

The O fice of the Conptroller expects to receive
the Disparity Study this nonth. Attachnment 15 sum
marizes U. T. Systemparticipation in the study and
sone study features.

In his discussion of disparity studies, Dr. LaNoue
st at es:

"Cities control the allocation of public prine
contracts, often by a low bid process. |If
there is contenporary discrimnation, then,
sonmeone or sonething in the city process is
responsi ble, and the city would have a cl ear
obligation to do sonething about it. Subcon-
tracts are dispensed through private agreenents
between prime contractors and generally smaller
nore speci alized subcontractors. Private con-
struction, of course, results from agreenents
between clients, prinmes and subs. Justice

O Connor remarked in Croson:

"Thus, if the city could show that

it had essentially becone a "passive
participant” in a system of racial
exclusion practiced by el enents of
the | ocal construction industry, we
think it clear that the city could
take affirmative steps to dismantle
such a system It is beyond dispute
that any public entity, state or fed-
eral, has a conpelling interest in
assuring that public dollars, drawn
fromthe tax contributions of al
citizens, do not serve to finance
the evil of private prejudice.’

That | anguage inplies that cities can regul ate
the rel ati onshi ps between prinme and subcon-
tractors in public contract |est they becone

a "passive participant” in racial exclusion
financed by public dollars.”

At the conclusion of M. Wight's presentation, Regent Sm ey

noted that she was very pleased with the report and the prog-

ress that has been nade in the | ast year and expressed appre-

ciation to the chief admnistrative officers, Chancell or

Cunni ngham and M. Wight for their | eadership in making this
program a nmajor priority.

In closing, Regent Loeffler thanked M. Wight for this very
informative report and noted that the Board is pleased to hear
that progress is continuing in this area. He further noted
that the Board recognizes that there is still a long way to go
to fully involve the HUB community in the business areas of
the U T. System
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REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 42 - 57).--Commttee Chairman Hol nes reported that the
Academ c Affairs Commttee had nmet in open session to consider
those matters on its agenda and to fornul ate recommendati ons
for the U T. Board of Regents. Unless otherw se indicated,
the actions set forth in the Mnute Orders which foll ow were
recommended by the Academ c Affairs Conmttee and approved in
open session and w thout objection by the U T. Board of
Regent s:

1.

U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Anmendnents to Chapter 111, Section 24 (Conpen-
sation for Correspondence and Extensi on Teaching). --Upon
recomrendati on of the Health Affairs and Academ c Affairs
Comm ttees, the Board anended the Regents' Rules and
Requl ati ons, Part One, Chapter |11, Section 24, regarding
conpensation for correspondence and extension teaching,
to read as set forth bel ow

Sec. 24. Conpensation for Correspondence and Extension
Teaching.--Full-tinme enpl oyees on twelve (12)
nont h appoi ntnents may receive additional com
pensati on for correspondence course and/or
extensi on center teaching, but nmay not receive
addi tional conpensation for sumer school
teaching. Full-tinme enployees on nine (9)
nont h appoi ntnents may receive additional com
pensation for correspondence course and/or
extensi on center teaching during the nine (9)
nont h period and al so may be paid for sumrer
school teaching. Conpensation rates for corre-
spondence course and extension center teaching
shall be paid at rates set fromyear to year by
the chief admnistrative officer and approved
via the operating budget approval process.

Thi s anmendnent del etes the requirenent that conpensation
rates for correspondence course and extension center

t eachi ng be approved by the appropriate Executive Vice
Chancel | or and the Chancel |l or and aut hori zes approval of
such rates via the operating budget approval process.

U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Approval of Amendnents to Chapter 1V, Sec-
tion 2, Subsections 2.4 and 2.5 (Institutional, Coll eqge,
School, and Departnental Faculties and Legislative
Bodi es) . --The Board, upon reconmendation of the Health
Affairs and Academ c Affairs Comm ttees, anended the
Regents' Rul es and Reqgul ati ons, Part One, Chapter 1V,
Section 2, Subsections 2.4 and 2.5, regarding institu-
tional, college, school, and departnental faculties and
| egi sl ative bodies, to read as set forth bel ow

Sec. 2. Institutional, College, School, and Depart nen-
tal Faculties and Legi sl ative Bodies.

2.4 Approval of Degree Candi dates.--It shal
be the duty of the several institutional
faculties to recommend approval or disap-
proval of all candidates for degrees.
This duty may be del egated by affirnative
vote of the institutional faculty, or its
| egi sl ative body, to the respective deans
or other appropriate official. Should
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this duty not be del egated, then the
institutional registrar, or his or her
equi val ent, shall furnish to the nenbers
of the institutional faculty a conplete
list of the degree candidates for recom
mendat i on.

2.5 List of Degree Candidates in Mnutes.--The
institutional registrar, as soon as possi -
ble after each comrencenent, shall provide
the secretary of his or her institutional
faculty, or its legislative body, with a
conplete list of all successful degree
candi dat es.

These anmendnents sinplify the required procedure for
approval of degree candi dates and del ete the current
requi renent that the list of degree candi dates be
included in the faculty | egislative body m nutes.

U T. Austin: Permssion for Professor Ray Marshal

to Serve as a Trustee of the Gernman Marshall Fund Board
[ Regents' Rules and Regul ations, Part One, Chapter II1I,
Section 13, Subsections 13.(10) and 13.(11)].--Permnm ssion
was granted for Professor Ray Marshall, hol der of the
Audre and Bernard Rapoport Centennial Chair in Econom cs
and Public Affairs at The University of Texas at Austin,
to serve as a Trustee of the Gernman Marshall Fund Board
for an initial term beginning Cctober 1994 and endi ng
Oct ober 1998, with the possibility of reappointnent to

a subsequent four-year term

Prof essor Marshall wll serve w thout conpensation except
for reinbursenent of travel expenses associated with his
service on this Board.

Prof essor Marshall's service on this Board is of benefit
to the State of Texas, creates no conflict with his posi-
tion at U T. Austin, and is in accordance wth approval
requi renents for positions of honor, trust, or profit
provided in Chapter 574 of the Texas Governnent Code and
Part One, Chapter I11, Section 13, Subsections 13.(10)
and 13.(11) of the Regents' Rules and Regul ations.

U T. Austin: Approval to Nane Room 101 in the Wst Mall

Ofice Building as the Jane N. Li ppnrann Room (Regents

Rul es and Requl ations, Part One, Chapter VIII, Section 1,
Subsection 1.2, Naning of Facilities G her Than Buil d-
ings) (No Publicity).--1In accordance with the Regents
Rul es and Reqgul ati ons, Part One, Chapter VIII, Section 1,

Subsection 1.2, relating to the namng of facilities

ot her than buildings, Room 101 in the West Mall Ofice
Building at The University of Texas at Austin was naned
the Jane N. Li ppmann Roomin recognition of Professor
Jane N. Lippmann's thirty years of distinguished service
to the Colleges of Arts and Sci ences, Humanities, and

Li beral Arts.

It was requested that no publicity be given to this
matter so that Professor Lippmann may be surprised by an
announcenent at the Spring comencenent cerenony for the
Col | ege of Liberal Arts.
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5.

U T. Brownsville: Authorization to Establish a Bachel or
of Science in Conmputer Science Degree and to Subnit the
Degree Programto the Coordi nati ng Board for Approval
(Catal og Change).--Authorization was granted to establish
a Bachel or of Science in Conputer Science degree at The
University of Texas at Brownsville and to submt the pro-
posal to the Texas Hi gher Education Coordi nati ng Board
for review and appropriate action. The Bachel or of
Science in Conputer Science degree is consistent with

U T. Brownsville's approved Table of Prograns and insti -
tutional plans for offering quality degree prograns to
meet student needs.

The Bachel or of Science in Conputer Science degree
requires a mnimumof 126 senmester credit hours including
60 senester credit hours of general education, 15 senes-
ter credit hours of conputer science foundation courses,
39 senester credit hours of conputer science major
courses (including 12 hours of designated el ectives),

and 12 senester credit hours of approved free el ectives.
Three new courses are included in the program although
all courses required for the degree are in the depart-
ment's current course inventory. A mnor is not required
because of the broad nature of the program This program
w Il be adm nistered by the Conputer Science Departnent
in the College of Science, Mathematics and Technol ogy.
The first students are expected to be enrolled in the
programin the Fall of 1995.

The current faculty of six persons all have at |east a
Mast er of Science degree in Conputer Science. One addi-
tional faculty nenber will be needed to initiate the
program w th another one required in the third year.
Initially, no part-time faculty or additional clerical
help will be needed.

Current faculty are already teaching courses rel evant

to the program The Conputer Science Departnent has been
of fering undergraduate courses in conputer science for
ten years and has necessary equi pnent in place to support
the program A m ninmal equi pnent budget is necessary to
replace old conputers, to inprove on the current networKk-
ing capabilities, and to purchase specialized equi pnent
not presently avail able. The Conputer Science Depart nent
wi Il be housed in the new sci ence and engi neering tech-
nol ogy building which will be furnished with state-of-
the-art equi pnent when it is conpleted. Any costs
associated with the programthat are not covered by reve-
nues resulting fromthe funding fornula will be covered
by the anticipated continuance of the special |egislative
appropriation for South Texas/Border Initiative program
devel opment. Wen the programis in full operation, the
regul ar faculty salary and departnental expense fundi ng
formul as are expected to neet the direct costs of the
program

Upon approval by the Coordinating Board, the next appro-

priate catal og published at U T. Brownsville will be
anmended to reflect this action.
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6.

U T. Brownsville and U T. Pan Anerican: Approval of a
United States Arny Cross Enrol |l nent Agreenent and Aut ho-
rization for Conponent Presidents to Execute Agree-
ment. -- Approval was given to a United States Arny Cross
Enrol | ment Agreenent between The University of Texas at
Brownsvill e and The University of Texas - Pan Anerican as
set out on Pages 46 - 48. This agreenent w || provide
seni or division academ c instruction of the Arny Reserve
Oficers' Training Corps for U T. Brownsville students
who will be cross-enrolled at U T. Pan Anmerican.

Further, Presidents Garcia and Nevarez were authorized to
execute the agreenent wth the understanding that any and
all specific agreenents arising fromthis agreenent are
to be submtted for prior adm nistrative review and
approval as required by the Regents' Rules and Regul a-
tions.
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DEPARTMENT OF THE ARMY
DEPAKRTMENT OF MILITARY SCIENCE
THE UNIVERSTY OF TEXAS-PAN AMERICAN
1201 V\EST UNIVERSITYDRIVE
EDINBURG, TEXAS 78538-2009

REMLY TO
ATTENTION OF

US arRMY CROSS ENROLLMENT AGREEMENT
BETWEEN
THE UNI VERSI TY OF TEXAS-BROWNSVILLE

AND
THE UN VERSITY OF TEXAS-PAN AMERI CAN

1. Under the C?roviaidpa of Publ | c Law 66-647, and section 2102,
Title 10, United States Code, a senio: ROTC unit, was
astablished af The Unlversity ur [exes" Srownsville and the
v effectlve . Thie
uni established pursuant ar]r Ement bet ween the
governing, authorltlee of The Univerait v of eXdS -Br Owneville signed

by DLJJLLLQ&FH_-_EPMA. Prosident, on ,and the
overningecufhoritiae of The University (f Texas-Pan Am ican

i gned by _, , President, on and

approved fort he Saecretary of the Army by
Department of the Arny, on . Coples of the
agreenent are on file at both Colleges/Universities and the
Departnment of the Army.

2. This cross ENROLLMENT acreeMent bet ween The University of Texas

_t_&wllﬂ-ﬂrow and Ipﬁmgnuuﬁgf_me_racumﬁﬂq is entered
I'nto pursuant e above authoritree, and Army Regulatjon 145-]

whi ch authorleee the croee enrollment of students "hetween hoet ROTC
and nonROTC i netitutione.

. Conti ngent upon the acceptance ofthi S AGReEMENT by both
Parttlheef Ithe Profeeeor of Ml itary Beience, UT Pan Anerican "agrees
o the follow ng:

a. T provide Senior Divieion academic instruction of the
Army Reserve Officers’ Training Corps for etudente croee enrolled
tromﬂhL!ﬂ?ﬂﬂ.*iLﬂL’l‘f.uLnggupua. Such Inetruction wll be
avaiiabple (0 all  eilglble students and nondiscrimnatory wth
respect t0 admieeion Or gubsequent treatnent of etudente on the
basis of sex, race, color, or hational origin.

b. Toprovide auchnilitary personnel as may be required for
t he necessary and proper conduct ofthe Arny Reserve Qfficers’

Trai ni ng instruction_ sybiect to the availability oOf m it ar¥
n As a general rule, faculty wi |

ravel to the crossenrolled school Whén ten or nbre gtudents are
re?lstered for each claee offering. 1f lessthan ten, the etudente
travel to the host institution.

- 46 -



c. To provide foruse in the Army Reserve officers’ Training
corps fnrtructional program such available US governnent property
as may be authorized by law and applicable tables of allowances.

d. To iseue,subject to theavailability of funding, at the
expense Of US Oovernment, textbooks for ot udénto not enfolled In
the ROTC program but taking mlitary science courses tau?ht Bg
mlitaryinstructors, Title to thesé pooks remains with the
Gover nnent . Af"l %ooks will be returned at the conpletion of the
course.

e. 10 provide tgrade reports inthe form of a certified letter
to The Universitv of Texas-Brownsville registrar for each student
enrolled in courses taught by mlitary instructors.

4. Contingent upon the acceptance ofthe above provisions, The
University of Texas-Brownsviile agreesto the follow ng:

a. To authorize its_students tO0 enrollinand attend ROTC
classes at The Uni versitty o ~Texas=in Amierican. nrollnent wll
be nondl zctTTm natorv with respect {0 admiassion or subsequent

treatnent of students on the basis of sex, race, color, or national
origin.

b. Toprovide tothe Professor of MI|itary science grade
reports andtranscriptr of enrolled: uptversity of %ean-B[Q)MgSMIHB
C etudentz, as required, to enable nonitoring of student™s
academic prq_tﬁou per Army Regul ation 145-1. ar ges for such

services W befonthe sane basis as provided ot her departnent of
The Universitv of Texas-Browngville

c. To grant academ c credit inaccordancewith The University

Qﬁ_ﬂﬁﬁﬂ;ﬂﬂ_ﬂgﬁ[&n policy forMlitary Science courses taught by
the Itary Science Deparfment.

d. To recognize the Senior Mlitary officer aesigned to The
University of Texao-Pan American as Profeesor of Mlitary Science.

e. To0 wthhold transcripts of grades and certificates of
graduation of otudente and former students who faii toO return
governnent property upon dinenrollnent or at the conclusion of
their course of ROTC fnatruction.

5. It is mutually underotood and agreed as follows:

a. The final authoritv tg conduct ROTC instruction for

students at 3Sitv of =Brownsville i S vested in the
Commander, Fourth RoTc Region.

b. The Univ exag-Browisvv tudents will receive
equal opportunity w respect 10 conpeting forROTC scholarships.



c. This agreenent may be terminated by Any signator b¥
giving written notice of such intent to thm otherg 0N academ
year prior to actual termnation.

d. That this AGREEMENT shall becomre effective when approved
and signed by the Appropriate authorities of each institution.

GARCIA DATE

University of Texas-Brownsville University of Texas-Pan Anerican

M JROLY 1924
DALE A. LAEZO DATE

Major, Infantry

Acting Professor of Mlitary
Science

University of Texas-Pan American

SEL e, ¢ s
JOHN E. ALLEY DATE

colonel, U8 Army




7.

U T. Pan Anerican: Authorization to Nane Art Gallery
Located in the Fine Arts Conpl ex as the Charl es and
Dorothy ark Art Gallery (Regents' Rules and Regul a-
tions, Part One, Chapter VIII, Section 1, Subsection 1.2,
Nam ng of Facilities Gther Than Buildings).--The art
gallery located in the Fine Arts Conplex at The Univer-
sity of Texas - Pan Anerican was naned the Charles and
Dorothy Clark Art Gallery in accordance with the Regents
Rul es and Regul ati ons, Part One, Chapter VIII, Section 1,
Subsection 1.2, relating to the namng of facilities

ot her than buil di ngs.

The nam ng of this gallery is in tribute to Charles and
Dorothy d ark, whose initial donations in the 1960's from
their expansive art collection were used to establish
what is nowthe U T. Pan Anerican Art Coll ection.

U. T. Pan Anerican: Authorization to Reorgani ze the
Academ ¢ Admi nistrative Structure and to Submt the
Proposal to the Coordinating Board for Approval (Catal og
Change) . - - Upon reconmendati on of the Academ c Affairs
Comm ttee, the Board approved the reorgani zati on of the
academ ¢ admnistrative structure at The University of
Texas - Pan Anerican as set forth bel ow and authori zed
subm ssion of this reorganization to the Texas Hi gher
Educati on Coordi nating Board for review and appropriate
action:

a. D vided the College of Arts and Sciences into
three colleges with departnents assigned as
i ndi cat ed bel ow, divided the current Departnent
of Mathematics and Conputer Science into sepa-
rate departnents; and renaned the Bachel or of
Arts in Governnent as the Bachelor of Arts in
Political Science:

(1) College of Liberal and Perform ng
Arts

Departnent of Art

Departnent of Comruni cation

Depart ment of English

Department of History and

Phi | osophy

e Departnent of Mdern
Languages and Literature

e Departnent of Misic

(2) College of Science and Engi neering

» Departnent of Biol ogy
» Departnment of Chem stry
o Departnent of Conputer
Sci ence
» Departnment of Engineering
e Departnent of Mathenatics
* Departnent of Physics and Geol ogy

49



(3) College of Social and Behavi oral

Sci ences

e Departnent of Crim nal
Justice

e Departnent of Mlitary
Sci ence

e Departnent of Political
Sci ence

e Departnent of Psychol ogy
and Ant hr opol ogy
e Departnent of Soci ol ogy

Renanmed the School of Business Adm nistration
as the Coll ege of Business Adm nistration and
divided the current three departnents into four
departnents as foll ows:

(1) Departnment of Accounting and Busi ness
Law

(2) Departnment of Econom cs, Finance, and
Gener al Busi ness

(3) Departnent of Managenent, Marketing,
and | nternational Business

(4) Departnment of Quantitative Methods
and I nformati on Systens

Renanmed the School of Education as the Coll ege
of Education, which will retain the sane
departnents, as foll ows:

(1) Departnment of Curriculumand Instruc-
tion

(2) Departnment of Educational Psychol ogy
(3) Departnent of Health and Ki nesi ol ogy

(4) Departnment of School Adm nistration
and Supervi sion

Renaned the School of Health Sciences as the
Col | ege of Health Sciences and Human Servi ces
with departnents and prograns as set out on
Page 51 ; created the Departnent of Communi ca-
tion Disorders and transferred progranms in
Bachel or of Arts in Speech and Hearing Therapy
and Master of Arts in Communication D sorders
fromthe current College of Arts and Sci ences
to the Departnent of Conmuni cation Disorders in
the Coll ege of Health Sciences and Human Ser -
vi ces, renam ng the Bachelor of Arts in Speech
and Hearing Therapy as the Bachelor of Arts

i n Communi cation Disorders; transferred the
Department of Social Wrk fromthe current Col -
| ege of Arts and Sciences to the Coll ege of
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Heal th Sci ences and Human Servi ces; and renaned
the Programin Medical Technol ogy as the Program
in Cinical Laboratory Sciences:

(1) Departnment of Communication D sorders
(2) Departnment of Nursing
(3) Departnent of Social Wrk

(4) Programin Cinical Laboratory
Sci ences

(5) Programin D etetics
(6) Programin Rehabilitative Services

Thi s reorgani zati on of the academ c adm nistrative struc-
ture i s based on extensive study and deli beration by a
Uni versity-w de conmttee consisting of representatives
fromeach of the departnents in the College of Arts and
Sci ences and the deans of the other coll eges and school s.
No significant new costs are associated with these
changes.

Upon Coordi nati ng Board approval, the next appropriate
catal og published at U. T. Pan Anerican w |l be anmended
to reflect this action.

U. T. Pan Anerican: Approval of a United States Arny
Cross-Enroll ed Agreenent with South Texas Conmunity
Col |l ege, McAllen, Texas, and Authorization for the Presi-

dent of the Institution to Execute Agreenent.--Approval
was given to the United States Arny Cross-Enroll ed Agree-
ment between The University of Texas - Pan Anerican and
Sout h Texas Community Col | ege, MAl |l en, Texas, as set out
on Pages 52 - 55.

Further, President Nevarez was authorized to execute the
agreenent with the understanding that any and all spe-
cific agreenents arising fromthis agreenent are to be
submtted for prior admnistrative review and approval
as required by the Regents' Rules and Regul ati ons.

This agreenent will provide for cross enroll nent of
students from South Texas Community College in the U T.
Pan Anerican Reserve Oficer Training Corps (ROTC) Pro-
gram
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US. ARW CROSS- ENROLLED AGREEMENT
BETVEEN
UNIVERSI TY OF TEXAS-PAN AMER CAN
AND
SQUTH TEXAS COMMUNITY COLLEGE

1 Purpose: The purpose of this nenorandumis to provide an
agreed basis for cross-enroll nent of students from South Texas

Communitv Colleae in the uUniversity of Texas-Pan Anerican ROTC
Program

2. (bjective: The specific objectives of this nenorandum are to
identify responsibilities, establish relationships, and outline
procedures between Univeraitv of Texas-Pan Anerican and South Texas
Communitv _Col |l eae for the acconplishment of those elements of their
respective tasks which involve matters of nutual interest.

3. General :

a. Under the provisions of Public Law 88-647, and section
2102, Title 10, nited States Code, a senior ROIC unit was
established at Univeraitv of Texas-Pan Anmerican. This ROIC unit
was established pursuant to an agreenent between the governing
authorities of the Universitv of Texas-Pan American signed by Dr.
Miquel A Nevarez, President, on 2 Septenber 1981, and approved for
the Secretary of the Arny by LTC Ernest L. Isbell, on 1 Decenber
1981. Copies of this agreement are on file at the University of
Texas-Pan Anerican, at 4th Region (ROTC) Headquarters, Cadet
Command, and the Departnent of the Arny.

h. This Coss-Enrolled Agreement between University of Texas-
Pan Anerican and South Texas Communitv Colleae 1s entered into
pursuant to the above authorities, and Arny Regul ation 145-1, which
authorizes the cross-enrollnment of students between host ROIC and
non-ROTC institutions.

4, Aar eenent .

a. \Wereas, Universitv of Texas-Pan American is the Departnent
of the Arny's ROTC host institution and conducts a voluntary course
of ROTC instruction for interested students, and

b. Wereas, South Texas Comunitv Colleae has agreed to offer
a voluntary course of ROIC instruction for qualified students in
its curriculum beginning on the Spring 95 senester, and

C.  \hereas, the Departnment of the Arny requires a nutually
satisfactory agreenent wth regard to certain admnistrative
procedur es, be it known that o?fici als of both institutions,
Univeraitv of Texas-Pan American and South Texas Community Coll eae,
agree to the following points listed bel ow
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5. Conti ngent upon the acceptance of this agreenment by both
parties, the US Arny agrees to the follow ng:

a. To provide Senior Division academ c instruction of the Arny
Reserve O ficers' Training Corps for students enrolled from South
Texas Comunitv Colleae on the sane basis as for students enrolTed
in ROTC at the host institution. Such instruction will be
available to all eligible students and w Il be nondiscrimnatory
with respect to admssion or subsequent treatnent of students on
t he basis of gender, race, color, religion, national origin or
marital status.

b. To issue, subject to availability of funding, at the
expense of the US government, wuniforms, textbooks and equipnent
required for South Texas Communitv Colleae students enrolled in
Arny ROTC at _Universitv of Texas-Pan Anmerican. Title to these
itens renmains with the US governnent. Non-enrol l ed students
participating in ROTC classes wll be provided textbooks.

c. To provide grade reports in the format required by the
South Texas Conmmunitv Colleae registrar for each student enrolled
in courses taught by mlitary instructors.

d. The ROTC courses offered by the MIlitary Science Departnent
W ll be considered as South Texas Conmmunitv Col | eae resident
courses and credit for such courses will be the sane as the
academ c credit granted at Universitv of Texas-Pan Anerican.

6. Contingent upon the acceptance of the above provisions, South
Texas Communitv college agrees to the followng:

a. To authorize its students to enroll in and attend ROTC
classes through The Universitv of Texas-Pan Anerican. ROTC classes
will be provided at The University of Texas-Pan American canpus.

b, To recognizethe Senior Mlitary officer assigned to The
Universitv of Texas-Pan American as Professor of wmilitary Science.

¢. To provide to the Professor of Mlitary Science or his
designated Assistant Professor of wmilitary Sci ence grade reports
and transcripts of enrolled South Texas Communitv Col | eae ROTC
students, as required, consistent with Privacy Act requirenents, to
enable nmonitoring of students academic progress per Arny Regul ation
145- 1. Charges for such serviceswi Il be on the sane basis as
provi ded other departnent of South Texas Communitv Col | eae.

d. To accept grades and credits awarded by the Universitv of
Texas-Pan Anerican PMS for the respective Military Science
course(s) as stated by paragraph 5.d. above, which shall be entered
on thde student's official South Texas Communitv Col |l eae permanent
records.
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e. To include all Mlitary Science courses in the South Texas
Communitv Col | eae catal og. The nunber of credit hours for each
course will be equivalent to the credit hours offered by the
Uni versity of Texas-Pan Anerican.

f. To make available at South Texas Communitv Colleae, w thout
charge to the United States Arny, the necessary storage space,
governnent vehicle parking space, staff parking space and other
required facilities in the same manner at the sane level as is
provided to other departments within the institution.

. To require its students to return all governnent uniforns,

books and equi pment upon disenrollnent or upon conpletion of the
course. To provide for the protection of all public property used
in support of the ROTC program and to take all reasonable measures
within the power of South Texas Communitv College_ to recover US

overnnent property which is inproperly in the hands of students or

ormer students. This will include wthholding of ROIC grades of
students or former students who fail to return government property
upon di senol | nent or at the conclusion of their course of RorC
i nstruction.

h. To assist in recruiting students for the program by
affording ROTC instructor personnel the opportunity to communicate

directly with individual students and faculty nenbers in connection
with Arny ROTC and ROTC recruiting.

i. To ensure equal representation for ROTC personnel during
recruiting, enrollnent, counseling, course scheduling, financial
assi st ance and ot her st udent s-ori ented actions by the
admnistration and faculty.

7. The following matters are nutually understood and agreed:
a. The final authority to conduct ROIC instruction for

students at South Texas Communitv Colleae is vested in the
Commander, 4th Region (ROTC).

b. That each South Texas Communitv Colleae student enrolled in
the ROTC Program will neet eligibility requirements for adm ssion
to this program as stipulated in current Departnent of the Arny
regul ations.

c. That Departnent of the Arny procedures for admnistration
of records, reporting and training wll be the sane for

Communitv Col | eae ROTC students as for Universitv of Texas-Pan
Anerican students.

d. That funds received for reinbursenment and subsistence to
students who are enrolled at South Texas Communitv Colleae wll be
distributed from the Departnent of the Arny through The Universitv
of Texas-Pan Anerican ROTC Department.
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e. That «cross-enrolled South Texas GCommnitv Colleae students
shal | be considered as nenbers of the Universitv of Texas-Pan
Anerican Corps of Cadets, and as such may participate in any
mlitary function. Further, such students are eligible for
participation in  host battalion extracurricular activities.

f. South Texas Communitv Colleae students wll receive equal
opportunity wth respect to conpeting for ROIC schol arships.

g. This agreement nay be termnated by the 4th Region (ROIQ
Commander or either president, wth due consideration for the
rights of students involved and for the proper dispensation of US
government property involved, by giving witten notice of such
intent to the others one academc year prior to actual termnation.
In the event of war, other national energency or |egislation
elimnating continued program funding, the US Any nmay exercise
accelerated agreenent termnation.

h. This agreement may be nodified by nutual witten agreenent
of the appropriate authorities of each institution.

i. That this agreement shall becone effective when approved
and signed by the appropriate authorities of each institution.

Presi dent DATE Presi dent
The University of Texas-Pan American South Texas Community College
DR MGEL A NEVAREE DR SHRLEY REED

Prof@ssor of Military Science DATE Commanding Officer
niversity of Texas-Pan American 4th Region (ROIQ
JOSE M. CABRERO JOHN E  ALLEY

MJ, US Any Colonel, US  Any
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10.

11.

U T. San Antonio: Dr. Joe L. Martinez, Jr. Appointed
Initial Holder of The Ewing Halsell Chair in Biology
Ef fective January 1, 1995.--The Academ c Affairs Com
mttee recoomended and the Board appointed Dr. Joe L.
Martinez, Jr. as initial holder of The Ew ng Hal sel
Chair in Biology at The University of Texas at San
Antoni o effective January 1, 1995.

Dr. Martinez will becone a Professor in the D vision
of Life Sciences and Director of the Division of Life
Sciences at U T. San Antonio effective January 1, 1995.

U T. System Progress Report on Activities Rel ated

to the South Texas/Border Initiative Program--Com
mttee Chairnman Hol mes called on Dr. Mario J.

Gonzal ez, Associate Vice Chancellor for South

Texas/ Border Area Devel opnent, for a progress report on
the current activities related to The University of
Texas System South Texas/Border Initiative (STBI) pro-
gram

Wth the aid of viewgraphs, copies of which were distrib-
uted to the nenbers of the Board and are on file in the
Ofice of the Board of Regents, Dr. Gonzal ez presented
the second annual update on the South Texas/Border Ini-
tiative programand noted that the current activities of
the program are noving forward on schedule. He commented
that in his first report on this programa year ago he
spoke of dreans, anbitions, hopes, and the flurry of
activity on all the canpuses and noted that many of the
dreans are close to realization

Dr. CGonzal ez reported that STBI total dollars for aca-
dem ¢ program devel opnent ($33, 243,562) and facili-

ties ($161, 000,000) for the five STBI conponents (The
University of Texas at Brownsville, The University of
Texas at El Paso, The University of Texas - Pan Anerican,
The University of Texas at San Antoni o, and The Uni ver-
sity of Texas Health Science Center at San Antonio0)
remai n unchanged fromlast year. He noted that program
devel opnent covers a broad set of categories such as new
degree prograns, |ibrary enhancenent, addition of tele-
communi cati ons, conputers, student recruitnment, and
summer academes. Dr. Gonzal ez pointed out that over a
ten-year plan the program devel opnment summary for the
five STBI conponents includes a total of 163 bachel or's,
master's, and Ph.D. prograns.

In the area of facilities devel opnent, Dr. Gonzal ez noted
that these construction projects are com ng before the
Board as quickly as effective planning wll allow

In closing, Dr. Gonzal ez reviewed sone of the other STB
activities including canpus visits, program devel opnent,
the STBI newsletter, and collaboration with The Texas A&M
University Systemwi th regard to education, health pro-

f essi ons, engi neering, business, and mari ne science.
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Underline

http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/12-94STBI.pdf

In response to a request from Regent Ramrez,

Dr. CGonzal ez reported briefly on the trip that Regent
Ram rez and several officials of U T. System Adm nistra-
tion and The University of Texas at Austin nade to Mexico
City and Monterrey in early Septenber 1994 to visit with
alumi and officials of the universities in both cities
regardi ng graduate busi ness educati on and engi neering
progr ans.

On behal f of the Board, Chairnman Rapoport thanked
Dr. CGonzalez for his very informative report.
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Pages 58 - 60).--Commttee Chairman Ram rez reported that
the Health Affairs Commttee had net in open session to
consider those matters on its agenda and to fornulate recom
mendations for the U T. Board of Regents. Unless otherw se
i ndi cated, the actions set forth in the Mnute Orders which
foll ow were recommended by the Health Affairs Commttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U._T. Southwestern Medical Center - Dallas: Alfred G
Glman, MD., Ph.D., Designated Regental Professor
(Regents' Rules and Requl ations, Part One, Chapter 111,
Subsection 1.86).--On Cctober 10, 1994, Alfred G
Glmn, MD., Ph.D., Chairman of the Departnent of Phar-
macol ogy at The University of Texas Sout hwestern Medi cal
Center at Dallas, was awarded the Nobel Prize in Physiol-
ogy or Medicine. 1In recognition of this prestigious
achi evenent, the Board designated Dr. G|l mn as Regent al
Professor. As specified in the Regents' Rules and Regu-
| ati ons, Part One, Chapter I|I1Il, Subsection 1.86, this
speci al academ c recognition is reserved for those who
have been awarded the Nobel Prize.

In addition, the Board all ocated $500, 000 fromthe Per-
manent University Fund (PUF) over the next five years
to further the research efforts of this Nobel Laureate.
Professor Glman will be granted $100, 000 annually from
t hese PUF funds, $50,000 for general programmtic and
research support and $50, 000 for equi pment purchases.

2. U T. Southwestern Medical Center - Dallas: Approval
to Appoint Paul C. Peters, MD., as Ashbel Smth Profes-
sor Effective I medi ately.--Authorization was given to
appoint Paul C. Peters, MD., dinical Professor in the
D vision of Urology at The University of Texas Sout h-
western Medical Center at Dallas, as Ashbel Smth Pro-
fessor effective i medi ately.

3. U. T. Southwestern Medical Center - Dallas: Appointnent
of Initial Holders to Endowed Academ c Positions Effec-
tive Imediately.--Upon recomendation of the Health
Affairs Commttee, the Board approved the follow ng ini-
tial appointnments to endowed academ c positions at The
University of Texas Sout hwestern Medical Center at Dall as
effective i Mmedi atel y:

a. Peter E. Lipsky, MD., Professor in the
Department of Internal Medicine and M cro-
bi ol ogy, to the Harold C. Simmons Professor-
ship in Arthritis Research

See Page 88 related to the establishnment
of this Professorship.

b. Maurice Korman, Ph.D., Professor and Chair-
man of the Division of Psychology in the
Departnent of Psychiatry, to the Elizabeth H
Penn Professorship in Cdinical Psychol ogy

See Page 87 related to the establishnment
of this Professorship.
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C. Eugene P. Frenkel, MD., Professor in the
Departnent of Internal Medicine and Radi -
ol ogy, to the A Kenneth Pye Professorship
in Cancer Research

See Page 88 related to the establishnment
of this Professorship.

d. Terry D. Allen, MD., Professor in the
D vision of Uology, to the Rosenmary
Haggar Professorship in U ol ogy

e. Norris K Lee, MD., Assistant Professor
in the Departnent of O ol aryngol ogy, to
the Anerican Airlines Professorship in
Cancer Research

f. John L. Coscia, MD., Assistant Professor
in the Departnent of Radiology, to the
Robert B. and Virgi nia Payne Professorship
i n Oncol ogy

See Page 87 related to the establishnment
of this Professorship.

g. B. Hudson Berrey, MD., Associate Profes-
sor in the Departnment of Othopaedic
Surgery, to the David Bruton, Jr. Profes-
sorship in Cinical Cancer Research.

U. T. Southwestern Medical Center - Dallas: Report

on Conpl etion of Special Private Fund Devel opnent Cam
pai gn. --Pursuant to the Regents' Rules and Regul ati ons,
Part One, Chapter VII, Section 2, Subsection 2.4, Sub-
division 2.44, the U T. Board of Regents, at its Decem
ber 1991 neeting, authorized The University of Texas

Sout hwestern Medi cal Center at Dallas to conduct a spe-
cial private fund devel opnent canpaign to raise financial
support for research by faculty in the area of basic bio-
nedi cal research as it relates to cancer, neuroscience,
devel opnment al bi ol ogy, and geneti cs.

It is herewith reported that gifts and pl edges total -
ling $156, 406, 054 have been received, exceeding the goal
of $150, 000,000 to be rai sed by Decenber 31, 1994.

U. T. Mdical Branch - Gal veston: Appointnent of
WlliamD. WIllis, Jr., MD., Ph.D., as Initial Hol der
of the Cecil H and Ilda M Geen Chair in Marine Sci-
ences Effective Imedi ately.--Upon recommendati on of the
Health Affairs Commttee, the Board appointed WIlIliamD.
Wllis, Jr., MD., Ph.D., Director of the Marine Bio-
nmedi cal Institute, as initial holder of the Cecil H and
lda M Geen Chair in Marine Sciences at The University
of Texas Medical Branch at Gal veston effective i nmmedi -
ately.
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6.

U T. Health Science Center - Houston: [Initial Appoint-
nents to Endowed Academ c Positions Effective | medi-
ately - (a) Sharon K. Ostwald, Ph.D., to the Theodore J.
and Mary E. Trunble Professorship in Aging Research and
(b) Joseph A Jachinctzyk, MD., to the Endowed Profes-
sorship in Forensic Pathol ogy. --The Board, upon recom
mendation of the Health Affairs Commttee, approved the
followng initial appointnents to endowed academ c posi -
tions at The University of Texas Health Science Center
at Houston effective i medi atel y:

a. Sharon K. Gstwald, Ph.D., Professor of
Nursi ng and Associate Director for
Research in the Center on Aging, to the
Theodore J. and Mary E. Trunbl e Profes-
sorship in Aging Research

b. Joseph A. Jachinctzyk, MD., dinical Pro-
fessor of Pathol ogy and Laboratory Medi -
cine, to the Endowed Professorship in
For ensi ¢ Pat hol ogy.

See Page 90 related to the establishnment
of this Professorship.

U T. Health Science Center - San Antoni o: Appoint-
nment of Julio C. Palmaz, MD., as Initial Holder of the
Stewart R Reuter, MD. Professorship in Radiol ogy Effec-

tive Imediately.--Approval was given to appoint Julio C
Pal maz, M D., Professor in the Departnent of Radi ol ogy

at The University of Texas Health Science Center at San
Antonio, as initial holder of the Stewart R Reuter, MD.
Prof essorship in Radiology effective i mediately.

U T. Health Center - Tyler: Authorization to Conduct
a Speci al Endowrent Fund Canpai gn (Regents' Rul es and
Regul ations, Part One, Chapter VII, Section 2, Subsec-
tion 2.4, Subdivision 2.44).--1n accordance with the

Regents' Rul es and Reqgul ati ons, Part One, Chapter VII,
Section 2, Subsection 2.4, Subdivision 2.44, and upon
recomrendati on of the Health Affairs Commttee, the

Board aut horized The University of Texas Health Center
at Tyler to conduct a Special Endowrent Fund Canpai gn.

The public canpaign wll be conducted over a three-year
period (beginning Septenber 1995 and endi ng August 1998)
and will have an initial goal of $3,000, 000.
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REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COWMWM TTEE (Pages 61 - 79).--Conm ttee Chairnman
Tenpl e reported that the Facilities Planning and Construction
Comm ttee had net in open session to consider those matters
on its agenda and to fornul ate recommendations for the U T.
Board of Regents. Unless otherw se indicated, all actions
set forth in the Mnute Orders which foll ow were recommended
by the Facilities Planning and Construction Commttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. Austin - Biological Sciences - Ml ecul ar Biol ogy
Buil ding (Project No. 102-659) and Ml ecul ar Bi ol ogy
Bui | di ng Equi pnent: Approval to Increase Total Project
Cost for the Building; Authorization of a Project for
Equi pnent and Approval of Increase in Equi pnent Cost;
Approval of Final Plans and Specifications; Authorization

to Advertise for Bids and for the Executive Commttee to
Award Contracts; Approval to Wiaive the Regents' Rules and

Regul ations, Part One, Chapter VIII, Section 1, Subsec-
tion 1.1 and Nane the Building the Loui se and Janes
Robert Mbffett Ml ecular Biology Building; Approval to
Name One Wng of the Building the Waggoner W ng and
Anot her Wng the Freeport-MMRan Wng (Regents' Rul es
and Requl ations, Part One, Chapter VIII, Section 1,
Subsection 1.2, Naning of Facilities G her Than Buil d-
ings); and Additional Appropriations Therefor.--Upon
recommendation of the Facilities Planning and Construc-
tion Commttee, the Board:

a. Approved an increase in the authorized
total project cost for the Ml ecul ar
Bi ol ogy Buil ding at The University of
Texas at Austin from $25, 000, 000
to $26, 145, 000

b. Aut hori zed a project for the purchase
of Mol ecul ar Bi ol ogy Buil di ng Equi pnent
and approved an increase in the Ml ecul ar
Bi ol ogy Bui | di ng Equi pnent account
from $8, 000, 000, as approved in the
FY 1993 Capital | nprovenent Program
to $9, 355, 000

C. Approved final plans and specifications
for the Mol ecular Biology Building within
the authorized total project cost
of $26, 145, 000

d. Aut hori zed the O fice of Facilities
Pl anni ng and Construction to advertise
for bids upon conpletion of final review
and the Executive Commttee to award all
contracts associated with this project
within the authorized total project cost

e. Wai ved the Regents' Rul es and Requl ati ons,
Part One, Chapter VIII, Section 1, Subsec-
tion 1.1, which requires that persons to
be honored with the nam ng of a building
"shall have been deceased at |east five
years," and naned the Mol ecul ar Bi ol ogy
Bui | ding the Loui se and Janes Robert
Moffett Mol ecular Biology Building in rec-
ognition of M. and Ms. Mffett's very
generous gift for the construction of this
bui | di ng
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f. Naned one wi ng of the Ml ecul ar Bi ol ogy
Bui | di ng the Waggoner Wng, or a nane to
be designated by M. J. Virgil \Waggoner,
and nanmed another wi ng the Freeport-
McMoRan Wng in accordance with the
Regents' Rul es and Reqgul ati ons, Part
One, Chapter VIII, Section 1, Subsec-
tion 1.2, relating to the nam ng of
facilities other than buildings, and in
recognition of generous gifts fromthese
benef actors

g. Appropriated $13, 000, 000 i n Pernmanent
Uni versity Fund Bond Proceeds, $4, 000, 000
in Gfts and G ants, $7,870,000 in General
Fee Bal ances, $100, 000 from Per manent
Uni versity Fund Bond Proceeds Reserves
previously designated in the FY 1994-1999
Capital Inprovenent Plan and the FY 1995
Capital Budget for Repair and Rehabilita-
tion, along with $1, 175, 000 previously
appropriated from General Fee Bal ances
for total project funding of $26, 145, 000

h. Appropriated an initial $1,500,000 from
CGeneral Fee Bal ances for the Ml ecul ar
Bi ol ogy Bui | di ng Equi pnent proj ect.

The Mol ecul ar Biol ogy Buil ding project was authorized
i n August 1989 at an estinated total project cost

of $25,000,000. The recently conpleted detail ed cost
estimate based on final plans and specifications indi-
cated that the total project cost would need to be

i ncreased to $26, 145,000 in order to construct the
project as originally designed.

The cost for Ml ecul ar Biol ogy Building Equi prent in the
FY 1994- 1999 Capital Inprovenent Plan and the FY 1995
Capital Budget will also need to be increased from

$8, 000, 000 to $9, 355, 000 because $1, 355, 000 has been
designated for use in the Ml ecul ar Biol ogy Building
project for built-in equipnment. Sonme of the additional
equi pnent will be purchased and tenporarily placed in use
at other locations prior to conpletion of the Ml ecul ar

Bi ol ogy Bui | di ng.

Approval of this item anmends the FY 1994-1999 Capital
| nprovenent Plan and the FY 1995 Capital Budget accord-

i ngly.

Total project funding for Ml ecular Biology Building
Equi prent is $9, 355,000 from General Fee Bal ances.
CGeneral Fee Revenue will be used in future years to
support the annual debt requirenents of the Permnent
Uni versity Fund Bonds to the extent that Avail able Uni-
versity Fund Revenue is not available as set forth in

t he Menorandum of Under standi ng dated Decenber 3, 1992,
between U. T. Austin and the U T. Board of Regents.
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2.

U T. El Paso - Cassroomand Faculty Ofice Building
(Project No. 201-806): Approval of Final Plans and
Specifications; Authorization to Advertise for Bids and
for Executive Committee to Award Contracts; Additiona
Appropriation Therefor; and Approval of Use of Revenue
Fi nancing System Parity Debt, Receipt of Certificate,
and Finding of Fact with Regard to Fi nanci al Capac-
ity.--The Board, upon recommendation of the Facilities
Pl anni ng and Construction Conm ttee:

a. Approved the final plans and specifica-
tions for the C assroomand Faculty
Ofice Building at The University of
Texas at El Paso within the authorized
total project cost of $15, 000, 000

b. Aut hori zed the O fice of Facilities
Pl anni ng and Construction to advertise
for bids upon conpletion of final review
and the Executive Commttee to award all
contracts associated with this project
within the authorized total project cost

C. Appropriated an additional $14, 700, 000
from Tui ti on Revenue Bond Proceeds issued
under the Revenue Fi nancing System for
total project funding. Previous appro-
priations had been $300, 000 from Tuition
Revenue Bond Proceeds and $300, 000 from
Unexpended Pl ant Funds which will be
rei mbursed fromthis Tuition Revenue Bond
appropri ation.

In conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
System Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 64 ,
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
nmeet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. U. T. conponent institutions, which are
"Menbers" as such termis used in the
Mast er Resol ution, possess the financial
capacity to satisfy their Direct Obliga-
tions as defined in the Master Resol ution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity
Debt in the anmount of $15, 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-
| ati ons.

This project was reviewed by the Texas H gher Education
Coordinating Board in July 1994, and is included in the
FY 1994-1999 Capital |Inprovenent Plan and the FY 1995
Capital Budget. Funding for this project is $15,000,000
in Tuition Revenue Bond Proceeds as authorized by the
73rd Session of the Texas Legislature as part of the
South Texas/Border Initiative.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, 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 t abl i shi ng
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anended on
Cctober 8, 1993 (the “Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"parity Debt® pursuant to the Mster Resolution to finance the
cost of the construction of a Cassroom and Faculty Office
Building at U T. El Paso, and do certify that to the best of
ny know edge the Board of Regents is in conpliance with all
covenants contained in the Master Resol ution, First

Suppl emental Resol ution Establishing an Interim Financing
Program and the Second Supplenental Resolution, and is not in
default of any of the terns, provisions and conditions in said
Master Resolution, First Supplenental Resolution and Second
Suppl enrental Resol ution as amended.

EXECUTED this 1 day of December . 1994

A of ) feg—

Assi/(aﬁt G{Ce"théncellor for Finance
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3.

U T. El Paso - Liberal Arts/Science Renovation Proj-
ects - Liberal Arts Building Renovation (Project

No. 201-836): Approval of Prelimnary Plans; Authori-
zation to Prepare Final Plans and Specifications; Sub-

m ssion of the Project to the Coordinating Board;
Advertisenent for Bids; Executive Commttee Award of Con-

tracts; Additional Appropriation Therefor; and Approval
of Use of Revenue Financing System Parity Debt, Receipt
of Certificate, and Finding of Fact with Regard to Fi nan-

cial Capacity.--The Facilities Planning and Construction
Comm ttee recommended and t he Board:

a. Approved prelimnary plans and specifi -
cations for the Liberal Arts/Science
Renovation Projects - Liberal Arts Build-
i ng Renovation at The University of Texas
at El Paso at an estimated total project
cost of $2,511, 000

b. Aut hori zed preparation of final plans and
speci fications

C. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

d. Aut hori zed the O fice of Facilities Plan-
ning and Construction to advertise for
bi ds upon conpletion of final review

e. Aut hori zed the Executive Commttee to
award all contracts associated with this
project within the authorized total proj-
ect cost

f. Appropriated $2,441,000 from Tuition
Revenue Bond Proceeds issued under the
Revenue Fi nancing Systemto be conbi ned
wi th $70, 000 previously appropriated from
Tui ti on Revenue Bond Proceeds for total
proj ect funding of $2,511, 000.

In conpliance with Section 5 of the Anended and Rest ated
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 66 ,

t he 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
nmeet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System
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C. y. T. conponent institutions, which are
“Menmbers" as such termis used in the
Master Resol uti on, possess the financial
capacity to satisfy their Direct oliga-
tions as defined in the Master Resolution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity Debt
in the amount of $2,511,000

d. This resolution satisfies the official
intent requirements set forth in Sec-
tlion 1.150-2 of the U S. Treasury Regu-
ations.

The scope of this renmodeling project will consist pri-
marily of nmodifying the Liberal Arts Building to neet
current code requirenents, upgrade the HVAC system
replace the interior finishes, and replace the existing
wi ndows and store fronts.

This project is included in the FY 1994-1999 Capital

| nprovenent Plan and the FY 1995 Capital Budget to be
funded by Tuition Revenue Bond Proceeds as authorized by
the 73rd Session of the Texas Legislature as part of the
south Texas/Border Initiative.

PARI TY DEBT CERTIFICATE OF U T. SYSTEM REPRESENTATI VE

|, 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 t abl 1 shi ng
The University of Texas System Revenue Financing System
adopted by the Board on February 14, 1991, and anended on
CQctober 8, 1993 (the *"Master Resolution**), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Master Resolution in
connection with the authorization by the Board to issue
"Parity Debt®* pursuant to the Master Resolution to finance the
cost of the construction of Liberal Arts/Science Renovation
Projects = Liberal Arts Building Renovation at U T. E Paso,
and do certify that to the best” of ny know edge the Board of
Regents is in conpliance with all covenants contained in the
Master Resolution, First Supplenental Resolution Establishing
an Interim Financing Program and the Second Supplenental
Resolution, and is not in default of any of the terns,

provi sions and conditions in said Master Resol uti on, First

Suppl emental Resolution and Second Supplenmental Resolution as
amended.

EXECUTED this d d vy o f Decenber 1994
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4.

U T. San Antonio - Downtown Building (Project
No. 401-818): Approval of Prelimnary Pl ans; Authoriza-
tion to Prepare Final Plans and Specifications for Staged

Construction; Subm ssion of the Project to the Coordinat -

ing Board; Authorization to Advertise for Bids and for
t he Executive Commttee to Award Contracts for Stage One;

Addi tional Appropriation Therefor; and Approval of Use of

Revenue Fi nancing System Parity Debt, Receipt of Certifi-

cate, and Finding of Fact with Regard to Financial Capac-

ity.--Following a brief overview of the project by
President Kirkpatrick, the prelimnary plans and speci -
fications for the Downtown Building at The University of
Texas at San Antonio were presented to the Facilities

Pl anni ng and Construction Comnmttee by M. Hunberto

Sal dana, representing the Project Architect, Sal dana &
Associ ates Architects, Inc., San Antoni o, Texas.

Based upon this presentation, the Board, upon recommenda-
tion of the Facilities Planning and Construction Comm t-
tee:

a. Approved prelimnary plans and specifica-
tions for the Dowmtown Building at U T.
San Antonio at an estinated total project
cost of $20, 000, 000

b. Aut hori zed preparation of final plans and
specifications in such a nmanner that con-
tracts can be awarded in the foll ow ng
st ages:

(1) Site Devel opnment (East Canpus
Yar d)

(2) General Construction

(3) Site Devel opnent (Urban Peri ne-

ter)

C. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

d. Upon conpl etion of final review autho-

rized the O fice of Facilities Planning
and Construction to advertise for bids and
the Executive Commttee to award all con-
tracts for the first stage. Final plans
for the second and third stages wll be
presented to the U T. Board of Regents
for consideration at a future neeting.

e. Appropriated an additional $2,800,000 for
an aggregate total of $3,970,000 from
Tuition Revenue Bond Proceeds issued under
t he Revenue Fi nancing Systemfor fees and
adm ni strati ve expenses through conpl etion
of final plans and specifications for the
three stages and construction of the first
stage. Previous appropriations had been
$1, 170,000 fromthe sane source.
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In conpliance with Section 5 of the Anended and Rest at ed
Mast er Resol ution Establishing The University of Texas
Syst em Revenue Fi nancing System adopted by the U T.
Board of Regents on February 14, 1991, and anended on
Oct ober 8, 1993, and upon delivery of the Certificate of
an Aut horized Representative as set out on Page 69 ,
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
nmeet the financial obligations of the
U T. Systemincluding sufficient Pledged
Revenues as defined in the Master Resol u-
tion to satisfy the Annual Debt Service
Requi rements of the Financing System and
to meet all financial obligations of the
Board relating to the Financing System

C. U. T. conponent institutions, which are
"Menbers" as such termis used in the
Mast er Resol ution, possess the financial
capacity to satisfy their Direct Obliga-
tions as defined in the Master Resol ution
relating to the issuance by the U T.
Board of Regents of tax-exenpt Parity Debt
in the amount of $3,970, 000

d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| ati ons.

This project will be constructed in three stages to
expedite inplenentation. The first stage of construc-
tion, which will provide wal kways, |ighting, |andscape
planting and irrigation, drainage, utility infrastruc-
ture, and other related exterior inprovenents covering
approximately forty percent of the alnbost 11-acre down-
town canpus property, will conprise the central feature
of the master devel opnent plan for the tract and formthe
primary expanse or yard of exterior canpus grounds ori-
ented easterly toward the central business district of
the city.

The second stage of construction will provide the initial
Downt own Bui l ding on the canpus tract. This building,
which will contain approximately 107,000 gross square
feet and house cl assroons, instructional |aboratories,
student services, a commons, resource |ibrary and conput -
ing center, admnistrative offices, faculty and coll ege
of fices, and building support functions, will formthe
central building unit of the master devel opnent plan for
t he downt own canpus property. The construction of a
bui | di ng containing these types of educational facilities
is in accordance with the intent of the donor of the
downt own property.

The third stage will conplete the planned initial site
devel opnent i nprovenents for the downtown property. Such
i nprovenents will conprise the urban roadway frontages
al ong the northern, western, and southern borders of the
downt own canpus and provi de wal kways, |ighting, |andscape
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planting and irrigation, wutility infrastructure, and
other related exterior inprovenents. In additjon, the
work will include refurbishnment of surface parking |ots

adapted from the denolished Fiesta Plaza Mll building
that once occupied the site.

This project is included in the FY 1994-1999 Capital
| nprovenent Plan and the FY 1995 Capital Budget to be
funded by $20,000,000 from Tuition Revenue Bond Proceeds.

Regent Tenple commended the Project Architect on the
design of this building.

PARI TY DEBT CERTIFICATE OF u. T. SYSTEM REPRESENTATI VE

|, 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 anended on
October 8, 1993 (the "Master Resolution"), do hereby execute
this certificate for the benefit of the Board of Regents
pursuant to Section 5(a) (ii) of the Mster Resolution in
connection with the authorization by the Board to issue
"Parity Debt® pursuant to the Mster Resolution to finance the
cost of the construction of the Downtown Buildi nﬁ at U T. San
Antonio, and do certify that to the best of ny know edge the
Board of Regents is in conpliance with all covenants contained
in the master Resol ution, First Supplemental Resolution
Establishing an Interim Financing Program and the Second
Suppl enental Resolution, and is not in default of any of the
terms, provisions and conditions in said Master Resol ution,

First Supplemental Resolution and Second Supplenental
Resol ution as anended.

EXECUTED this d_u 0 M . 1994
(ol fosa—

Ass /tant Vice Chancellor for Finance
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5.

U T. Tyler - Liberal Arts Conplex (Project No. 802-719):
Approval of Final Plans and Specifications; Authorization
to Advertise for Bids and for Executive Commttee to
Award Contracts; and Additional Appropriation Therefor.--
The Facilities Planning and Construction Conmttee recom
nended and t he Board:

a. Approved final plans and specifications
for the Liberal Arts Conplex at The
University of Texas at Tyler within
the authorized total project cost
of $19, 950, 000

b. Aut hori zed the O fice of Facilities
Pl anni ng and Construction to advertise
for bids upon conpletion of final review
and the Executive Commttee to award all
contracts associated with this project
within the authorized total project cost

C. Appropriated an additional $11, 800, 000
from Per manent University Fund Bond Pro-
ceeds, $4,750,000 fromGfts and Grants,
$1, 019, 682 from Permanent University Fund
Bond Proceeds Reserves, and $1, 405, 318
from General Fee Bal ances to conplete
total project funding. Previous appropri-
ations had been $250,000 fromG fts and
Grants, $200,000 from Permanent University
Fund Bond Proceeds, and $525, 000 from
Ceneral Fee Bal ances.

This project is included in the FY 1994-1999 Capit al
| mprovenent Pl an and the FY 1995 Capital Budget.

Wth the allocation of $12,000, 000 from Pernanent Univer -
sity Fund Bond Proceeds for this project, the U T.
Systemremains in conpliance with the requirenents of the
Avai | abl e Uni versity Fund Spending Policy based upon the
nost recent forecast of income and expenditures.

U T. Health Science Center - San Antonio - Health Sci-
ences Building Program- Allied Health/Public Health/
Research Building (Project No. 402-827): Approval of
Prelimnary Plans; Authorization to Redesignate the
Building as the Allied Health/ Research Buil di ng; Approval
of Eval uation of Solar Energy Econom c Feasibility;

Aut hori zation to Prepare Final Plans and Specifications;
Subm ssion of the Project to the Coordinating Board; and
Addi ti onal Appropriation Therefor.--Follow ng opening
remar ks by President Howe and the introduction of

Dr. Janes G Van Straten, Dean of the U T. Alied
Heal t h Sci ences School - San Antonio, M. Pat Chumey,
representing the Project Architect, Chumey and Asso-
ciates, San Antonio, Texas, presented the prelimnary

pl ans and specifications for the Al lied Health/Public
Heal t h/ Research Building as part of the Health Sciences
Bui | ding Program at The University of Texas Health Sci -
ence Center at San Antonio to the Facilities Planning
and Construction Commttee.
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Based on this presentation and upon recomendati on of
the Facilities Planning and Construction Conmttee, the
Boar d:

a. Approved prelimnary plans and specifica-
tions for the Allied Health/Public Health/
Research Building as part of the Health
Sciences Building Programat the U T. Health
Sci ence Center - San Antonio at an estimated
total project cost of $19, 000, 000

b. Approved the redesignation of the building
as the Allied Heal th/Research Buil di ng

C. Approved the eval uation of sol ar energy
econom c feasibility

d. Aut hori zed preparation of final plans and
speci fications

e. Aut hori zed subm ssion of the project to
t he Texas Hi gher Education Coordi nating
Board

f. Appropriated $500, 000 from Tuiti on Revenue
Bond Proceeds issued under the Revenue
Fi nanci ng System for fees and adm nistra-
tive expenses through conpletion of final
pl ans. Previous appropriations had been
$400, 000 from the sanme source.

In the early planning stages for the Allied Health/Public
Heal t h/ Research Building, it was anticipated that this
facility would accommbdate the needs of the U. T. Health
Sci ence Center - Houston satellite Public Health program
that is based in San Antonio. Acconplishnent of such a
goal woul d have been at the expense of sone departnents
of the U T. Allied Health Sciences School - San Antonio
whi ch needed to be housed in the facility so that the
School could be functionally integrated.

Since the U T. Health Science Center - Houston satel -
lite Public Health program based in San Antonio will not
be housed in the new facility as previously planned,

this building will be redesignated as the Allied Health/
Research Building. The Public Health programw |,

i nstead, occupy the space to be avail able when the Allied
Heal th prograns nove to the new buil di ng.

House Bill 2626 of the 73rd Session of the Texas Legi sl a-
ture requires the governing body of the appropriate state
agency to verify in an open neeting the econom c feasi-
bility of incorporating solar energy devices into new
state buildings. |In conpliance therewith, the Project
Architect prepared an evaluation for this project in
accordance wth instructions fromthe State Energy Con-
servation O fice of the General Services Conm ssion.

This evaluation determ ned that a sol ar-generated dones-
tic hot water systemfor the project is not economcally
feasi ble since steamfor this purpose is avail able at
nore conpetitive costs.
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This project is included in the FY 1994-1999 Capit al

| nprovenent Plan and the FY 1995 Capital Budget at a
total project cost of $19, 000,000 to be funded by Tuition
Revenue Bond Proceeds as authorized by the 73rd Session
of the Texas Legislature as part of the South Texas/
Border Initiative.

U T. MD. Anderson Cancer Center (U T. MD. Anderson
Science Park): Approval to Sell a 160-Acre Tract of
Land Located in Smthville, Bastrop County, Texas, to
M. Daniel R Renner, Austin, Texas, and Authorization
for the Executive Vice Chancellor for Business Affairs
to Execute Docunents Rel ated Thereto.--Upon recomenda-
tion of the Health Affairs and Facilities Planning and
Construction Committees, the Board:

a. Aut hori zed The University of Texas MD.
Anderson Cancer Center to sell a 160-acre
tract adjacent to the U T. MD. Anderson
Science Park located in Smthville,
Bastrop County, Texas, for $254,752 to
M. Daniel R Renner, Austin, Texas

b. Aut hori zed the Executive Vice Chancell or
for Business Affairs to execute all docu-
ments pertaining to this sale.

In June 1977, the U T. Board of Regents authorized the
U T. MD. Anderson Cancer Center to acquire this prop-
erty with gift funds for the purpose of selling single
famly residential lots to enployees of the U T. MD.
Ander son Sci ence Park. A decision was nmade severa
years later that, due to |l egal and tax issues, resale
to enpl oyees was not a viable use of the property. The
earnest noney contract with M. Renner exceeds the val ue
pl aced on the property in an appraisal prepared by the
CGeneral Land O fice and a suppl enental opinion of val ue
provi ded by a | ocal broker.

U T. Board of Regents: Authorization to Revise the
Process for Regental Review, Approval, and Oversi ght

of the Capital | nprovenent Process |ncluding the Capi-
tal | nprovenent Program (CIP), the Capital |nprovenent
Budget, and Individual Capital Projects.--The Board,
upon reconmmendation of the Facilities Planning and Con-
struction Conmttee and The University of Texas System
Process Review Commttee, revised the process for
Regental review, approval, and oversight of the U T.
System Capi tal | nprovenent Process including the Capital
| nprovenent Program (CIP), the Capital |nprovenent Bud-
get, and individual capital projects as outlined on
Pages 74 - 79.

This revised capital inprovenent process received exten-
sive review by a subcommttee which included both U T.
System Adm ni stration staff and conponent business offi-
cers and by the Executive Oficers, the System Process
Review Commttee, the Facilities Planning and Construc-
tion Commttee, and the Executive Commttee. The revised
process will reduce formal agenda itens fromfive to
three, while increasing Regental oversight through the
regul ar quarterly neetings of the Facilities Planning and
Construction Commttee. The Capital |nprovenent Program
is strengthened by increasing study requirenents for new
projects both prior to preparation of the CIP and after-
ward before commtting funds to the preparation of formal
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architectural /engineering plans. The Board, as a part of
the CIP, will authorize the Chancellor to proceed through
the preparation of prelimnary plans with a budget |im
ited to 3% of the estinated cost of the project. The
Board will be presented the prelimnary plans and, if
approved, authorize the Chancellor to proceed through the
bi ddi ng process. The Board will then be presented the
results of the construction bids and will, as required

by state | aw, select the | owest responsi bl e bidder as the
wnning bid. At any tinme a CI P approved project materi -
ally changes in concept or scope or a new project is
required, it nust be brought to the Board.

Ms. Tenple noted that, with this new process, projects
will be better prepared and managed by the staff with
continued participation at critical junctures by the
Board and an inproved schedul e and agenda for oversight
by the Commttee. She commended Regent Lebermann, who
chaired the System Process Review Commttee, for his work
and energy in revanping the process in such a positive
way for all concerned.
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CAPI TAL | MPROVEMENT PROCESS
EXECUTI VE SUMVARY

Proaram lnitiatives and Changes

Institutions required to formalize capital inprove-
ment planni ng and docunentati on before submtting
projects to System Adm ni stration.

Bi enni al Capital |nprovenent Program authorizes
projects and del egates authority to Chancellor to
proceed through selection of Architect and conpl e-
tion of Prelimnary Plans with expenditure of up
to 3% of estimated cost. Of-year update is elim-

Board approval of Prelimnary Plans al so del egates
to Chancel |l or approval of final plans and authoriza-
tion to advertise for construction bids so | ong as
estimated Total Project Cost remains within 10% of

Reduces formal agenda itens fromfive to three.

Institution initiates project planning fromstrate-
gic and master plan wth participation of faculty,

Wth assistance of the Ofice of Facilities Planning
and Construction (OFPC), institution prepares formnal
request for project authorization and inclusion in
Capital | nprovenent Program (ClP).

Si x-year CIP is developed at System Adm ni stration
each two years for subm ssion to Board in August
follow ng | egislative session. Permanent University
Fund (PUF) bond projects are prioritized for inclu-
sion as provided in Available University Fund (AUF)

Board approves CI P and del egates authority to Chan-
cellor to select Architect and prepare prelimnary
pl ans with a budget of 3% of prelimnary project

Institution conpletes formal Project Building Pro-
gram docunent for subm ssion to Chancellor with

Upon approval of Chancellor, institution and OFPC
select the Project Architect through a conpetitive
process and prepare Prelimnary Plans.

Prelimnary Plans are submtted to Board with
request to proceed through conpletion of final plans
and construction bidding so long as the estinmated
Total Project Cost does not exceed 10% of approved

Board sel ects contractor from | owest responsible
bi dder and approves contract docunents. OFPC pro-
vides official "Notice-to-Proceed" to contractor.

Projects not in CIP nust be brought to the Board for

1.
2.
nat ed.
3.
budget .
4,
Capital | nprovenent Process
1.
staff, and students.
2.
3.
Spendi ng Pol i cy.
4,
cost .
5.
request to proceed.
6.
7.
anmount .
8.
Addi ti onal Board Requirenents
1.
aut hori zati on.
2.

CIP projects which materially change in concept or
scope nust be resubmtted to the Board.
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THE UNI VERSI TY OF TEXAS SYSTEM BOARD OF REGENTS

PROCEDURES TO BE FOLLOWED BY UN VERSITY OF TEXAS
SYSTEM INSTITUTIONS TO GAIN AUTHORI ZATION COF MAJOR
NEW CONSTRUCTI ON AND MAJOR RENOVATI ON PRQJECTS

In anticipation of Step One, institutional admnistrators,
pl anners, faculty, staff, and students should be engaged in a
continuous process of strategic planning and master planning

for institutional prograns, as well as for the future
devel opnment and preservation of the physical plant of the
canpus. To achieve maxi num effectiveness, the processes of

strategic planning and master planning should be assigned a
high priority and should becone an inportant aspect of the
"busi ness” of the institution.

Step One - Earliest Conceptual Phase

Institutional executive officers and enployees (faculty
and staff) and, where appropriate, students, will initiate
the early "conceptual"” plan and proposal for a nmmjor
construction project for either a new facility or for
renovati on of an institutional facility. The
institutional Building Advisory / Space Conmttee
formalizes the concept. The institutional Chi ef
Adm nistrative Oficer (C.A Q) authorizes preparation of
the required Preliminary Planning Form for Major New
Construction or Renovation of Canpus Facilities.

Step Two - Very Early/Prelimnary Project Definition Phase

The Prelimnary Planning Form for Mjor New Construction
or Renovation of Canpus Facilities is conpleted by the
institutional admnistrator responsible for facilities
pl anning and construction on the canpus. The form is
needed to identify and justify the new building or
facility to be renovated. The institutional adm nistrator
nmust define/describe the area of need, proj ect ed
requi renents, functional purpose, source(s) of funds to be
used, predicted construction start date, identification of
Coordi nating Board reporting requirenents regardi ng actua
versus predicted educational and general space conditions
of the campus, and Coordinating Board utilization ranking.
The form nust include the best available Prelimnary
Project Cost (P.P.C) for the project being proposed by
the institution. At this very early point in the process,
this "P.P.C." will be considered a planning estimate. The
Ofice of Facilities Planning and Construction (OFPC) wl |
provi de assi stance in devel oping the estinate.

| MPORTANT: Institutions should not hesitate to request
the assistance from OFPC if a Staff Architect or Engi neer
i s needed. OFPC al so maintains a database of costs and
other planning information from System projects as well as
information from other wuniversities nationw de. u T.
System institutions with recent experience in planning,
designing, constructing, equipping new facilities and/or
renovating older facilities, nmay also be available for
consul tati on. Requesting this assistance early in the
pl anning process can nove the project ahead at a nuch
faster pace.
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Step _Three - Inclusion of Proposed Project in Formal Capital
| nprovenent Program

After the Prelimnary Planning Form for Mjor New
Construction or Renovation of Canpus Facilities has been
completed (wth the assistance of OFPC, as appropriate)
the institutional Chief Admnistrative Oficer wll submt
the docunent to the appropriate Executive Vice Chancell or
for review and approval.

Information from the form will be used by OFPC and the
U T. System Budget Ofice to prepare the appropriate
summari zation in the Capital |Inprovenent Program (C P)
which is to be presented to the U T. System Board of
Regents in August followng conpletion of each regular

session of the Texas Legislature. The CP, a six-year
plan, will include a two-year detailed expenditure alloca-
tion by source(s) of funds. (This wll replace the

Capital Budget which has been approved by the Board of
Regents each year for the | ast several years.)

Projects Eligible for Funding from PUE Bond Proceeds

The availability of Permanent University Fund Bond
Proceeds as a source of project financing is subject to
limtations inposed by the Available University Fund
Spending Policy and, to the extent funds are then nade
avai l able, by prioritization of projects. Section A 4. of
the Spending Policy sets forth the position of the Board
of Regents regarding priority by type and purpose. The

CIP will include only those PUF funded projects which neet
both the Spending Policy forecast test and are selected
through the prioritization process. LERR (Library,

Equi prent, Rehabilitation and Repair) project funds wll
be included in summary formin the CP. Annual ly, as a
part of the institution's Annual Operating Budget, funds
will be allocated and appropriated to each conponent by
t he Board of Regents.

Step Four - Board of Regents' First Review of Projects |ncluded
in the Biennial P

The U T. System Board of Regents approves the Capital
| mprovenent Program and authorizes institutions to proceed
with developnent of a formal Project Building Program
docunent (for each nmmjor construction project) in accor-
dance w th guidelines developed by OFPC The Project
Bui | di ng Program docunent will normally be prepared under
the direction of the institutional Ad Hoc Building Commt-
tee appointed by the institutional C A O The Project
Bui | ding Program may al so be reviewed and approved by the
institutional Canpus Building Advisory Commttee and by
the CA O and other institutional Executive Oficers as
directed by the CA O (see Step Five, below). OFPC w ||
al so provide professional staff advice and assistance to
the institutional Ad Hoc Building Commttee.

Wen the Capital Inprovenent Program is reviewed and
approved by the Board of Regents, the Board authorizes the
U T. System Adm nistration and the institutional adm nis-
tration to begin the process including the authority to
select the Project Architect, proceed with devel opnent of
formal Prelimnary Plans and Specifications, and determ ne
the appropriate Total Project Cost to be presented to the
Board of Regents at a later neeting.
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St ep

| MPORTANT: The point in time in the planning process when
the Project Architect is appointed and placed under
contract will depend on a nunmber of factors, including the
size and conplexity of the project being planned and the
degree and |level of experience of the institution's
adm ni strative team and nenbers of the institutional Ad
Hoc Buil ding Comm ttee.

At the time of adoption of the CIP, the Board will also be
asked to authorize the U T. System Adm nistration and the
institutional admnistration to spend up to 3% of the
P.P.C. so that necessary architectural, engineering, and
adm nistrative fees may be paid during the period when
Prelimnary Plans and Specifications are being devel oped

for later presentation to the Board. This 3% of the
Prelimnary Project Cost will be expended from institu-
tional f unds, subj ect to bei ng rei mbur sed from

construction project funds at the tine that the Board of
Regents receives and approves the Prelimnary Plans and
Specifications for the project or upon start of
construction in the case of bond funds. |f the Board of
Regents does not approve the Prelimnary Plans and
Specifications, the funds expended by the institution wll
not be rei nbursed.

Procedure to be Followed for Of-Cycle Projects not
| ncluded in Biennial C P Updates

For critical or energency new construction projects or for
critical or energency naj or renovation and repair
projects, institutional chief admnistrative officers may
follow the procedures outlined in Step One - Step Three
above. Such projects may be considered by the U T.
System and the Board of Regents as a formal Board of
Regents' agenda item which formally anends the biennial
Capital Inprovenent Program prior to the next schedul ed
bi ennial C P update. Subject to such Board of Regents'
aut hori zation, the institution will be allowed to proceed
wi th devel opnment of the Project Building Program docunent
and with the Prelimnary Plans and Specifications after
the Project Architect has been selected. Wen conpleted,

the Prelimnary Plans and Specifications will be brought
before the Board of Regents in the formof an agenda item
Al other guidelines will be followed for "Of-Cycle"

projects as if they had been included in the biennial CP
updat e.

Five - Institution Finalizes the Project Building Program

The institutional Canpus Building Advisory Commttee, the
Ad Hoc Bui | di ng Commi ttee, t he i nstitutional

adm ni strators and ot hers as appoi nt ed by t he
institutional C.A QO wIll cooperate to finalize the
devel opnment of the formnal Project Building Program
docunment which nust be conpleted and then submtted for
review and approval to the U T. System Adm nistration
(OFPC) via the appropriate Executive Vice Chancellor
before the Project Architect can be selected. If, in
their judgnment, the project has materially changed in
either concept or scope from the description which was
approved in the CIP update, the project shall be resubmt-
ted to the Board of Regents before proceeding to Step Six.
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Step Six - Institutional/ U _T. System Selection_ of Project
Architects

The U. T. System OFPC will advise and assist the institu-
tional admnistrators in selecting an appropriate nunber
of qualified architectural firns, including H U B.
architects and engineers to present their credentials
along with a statenent of their interest in the project.
Materials provided in a Request for Proposals wll include
an Executive Summary of the Project Building Program which
was devel oped in Step Five (above). Wth the advice and
assistance of OFPC, the institutional Canpus Building
Advisory Commttee, the Ad Hoc Building Conmttee, and
institutional adm nistrators wll conduct appropriate
interviews during which qualified architectural firnms may
present their <credentials and a statenent of their
interest in the institution's project. Institutional
admnistrators (the CAQ) wll select the Project
Architect and will submt the choice to the U T. System
Adm nistration for approval. Once this approval has been
given, the OFPC will be authorized by the Chancellor to
conplete preparation of all required contract docunents
which will be reviewed by the U T. System Ofice of
General Counsel. Wrking closely wth the Project
Architect, OFPC wll then "guide" the project through
Schematic Design and Design Devel opnent to the conpletion
of the Prelimnary Plans and Specifications. As noted in
Step Four, a limted scope engagenent of an architect may
be required at an earlier stage and shall follow the sane
process descri bed above.

Step Seven - Presentation of Prelimnary Plans and Specifica-
tions

After review by the appropriate Executive Vice Chancell or
and OFPC, the Prelimnary Plans and Specifications and
wth the estimated Total Project Cost (T.P.C) wll be
formally presented as an agenda item to the Board of
Regents for project review and approval. |[|f approved, the
Board w il take the follow ng actions:

. Aut hori ze the establishnent of a project account.

. Aut hori ze an appropriation of funds required for the
institution and the Project Architect (and the
Architect's team) to conplete Final Plans and Con-
struction Bid Docunents.

. Aut hori ze rei nbursenent of institutional accounts for
expenditures required to pay the Project Architect to
conplete Prelimnary Plans and Specifications.

. Aut horize the institution to submt the project to
the Texas H gher Education Coordinating Board, if
required. This submssion wll be coordinated

through the U T. System Adm nistration (CFPC).

. Aut horize U T. System Admnistration (OFPC) and the
Ofice of the Chancellor to review and approve Final
Plans as presented by the Project Architect and the
institution so long as Final Plans are substantially
the sane as Prelimnary Plans and Specifications
previously approved, and the current estimate of the
total project cost does not exceed the approved
T.P.C. by nore than 10% OFPC will then prepare and
distribute copies of the official bid package.
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. Aut horize the U T. System Adm nistration to formally
advertise for bids, to receive bids from qualified
contractors upon conpletion of Final Plans, and to
identify the successful bidder.

. Aut hori ze the Executive Commttee to award all con-
tracts within the T.P.C

. Aut horize the U T. System Admnistration (OFPC) to
prepare required Construction Contract Docunents, in
cooperation with the Project Architect.

. Appropriate all funds, including bonds, to conplete
t he project.

| MPORTANT: If, at any tinme, the project changes
materially from the concept and/or the description which
was approved in the nost recent subm ssion to the Board of
Regents, whether such changes occur prior to or after
approval of the Prelimnary Plans and Specifications,
delays will result and the project will have to be re-
submtted to the Board of Regents as a formal agenda item

Step Eight - Board Approval of Construction Contract Docunents
and Award of Contract

In accordance with procedures adopted by the Board, the
Board wll be presented the results of the bid, award the
contract for construction to the | owest responsible bidder
in accordance with Section 51.907 of the Texas Education

Code, and authorize the U T. System Admnistration to
execute and present Construction Contract Docunents to the
Board of Regents. Upon final contract approval, OFPC w |
execute all contract docunents wth the contractor and
will give the official "Notice-to-Proceed."

REPORT AND RECOMVENDATI ONS OF THE ASSET MANAGEMENT COWM TTEE
(Pages 79 - 184).--Commttee Chairnman Crui kshank reported that
the Asset Managenent Conm ttee had net in open session to con-
sider those matters on its agenda and to fornul ate recommen-
dations for the U T. Board of Regents. Unless otherw se
indicated, all actions set forth in the Mnute Orders which
foll ow were recommended by the Asset Managenent Conm ttee and
approved in open session and w thout objection by the U T.
Board of Regents.
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- 08 -

PERVANENT ~ UNLVERSITY  FUND

1. Sunmary Investment Revort at Septenber 30, 1994 .--Commttee Chairman Quikshank reviewed the Report

on Permanent University Fund Investnents and Incone at Septenber 30, 1994, as prepared by the COfice
of Asset Mnagenent and as set forth below

PERVANENT UNIVERSITY  FUND!
SUMVARY REPORT
(¢ nllions)

FY93-94 FY94-95
Full  Year Sevt.
Beginning Market  Val ue 4,468.7 4,428.0
PU- Lands Receipts2 59.6 4.8
| nvestnent | ncone 242. 3 19. 8
| nvest ment Incone  Distributed (242.3) (19.8)
Realized Gains (Losses) 108. 6 0.7
Change in Uirealized Gins (Losses) _(208.9). _(91.1).
Ending Market Val ue 4,428.0 4.342.4
AUF | ncone
| nvestnent | ncone 242,33 19. 8
Surface Income 4.3 0.1
G her  Incone 0.2 0.0
Tot al 246.8 19.9

1Excludes PUF Lands mineral and surface interests wth estimated values of $391.6 mllion
and $105 mllion, respectively.

2pAs of Septenber 30, 1994: 764,935 acres under |ease, 521,017 producing acres, 2,549 active
| eases, 2,076 producing | eases.

"Anended to exclude fees previously reflected as offset to incone.



Book
Val ue

Mar ket
Val ue

| nvest nent
| ncone

Per neanent University Fund: Report on Investnents
for the Fiscal Year Ended August 31, 1994.--Prior
to the neeting, each nenber of the U T. Board of
Regents received a report on Permanent University
Fund i nvestnents for the fiscal year ended

August 31, 1994. Upon reconmendation of the Asset
Managenment Conmittee, the Board approved this report
and directed its distribution to the Governor, nem
bers of the Legislature, and other State officials,
as required by Section 66.05 of the Texas Education
Code.

The Permanent University Fund book val ue of assets,
mar ket val ue, and earnings during the year are shown
bel ow.

Fi scal Year Ended 8/31 | ncrease (Decrease)
1993 1994 Anpunt %

$4, 044, 284, 360 $4, 212,476,639 $168, 192,279 4.15%

$4, 468, 746, 378 $4, 427, 985, 108 ($ 40, 761, 270) (.91%

$ 250,251,366 $ 242,304,280 ($ 7,947,086)(3.18%

1. TRUST AND SPECI AL FUNDS

G fts, Bequests and Estates

1.

U T. Arlington: Acceptance of Gfts from Various
Donors and Establishnent of the Departnent of
Veterans Affairs Nursing Adm nistration Endowrent
Fund in the School of Nursing.--The Board, upon
recommendati on of the Asset Managenent Committee,
accepted $14,000 in gifts fromvarious donors and
establi shed the Departnent of Veterans Affairs
Nur si ng Adm ni strati on Endowrent Fund in the School
of Nursing at The University of Texas at Arlington.

| ncone earned fromthe endowrent will be used to
support faculty with research related to nursing
adm ni strati on.

U T. Arlington: Authorization to Accept Gft
fromDr. Charles S. Proctor, Arlington, Texas, and
to Establish the Dr. Charles S. Proctor Endownrent. --
Upon recommendati on of the Asset Managenent Com
mttee, the Board accepted a $143,458.10 gift,
conprised of one-half of the proceeds fromtwo

i nsurance contracts held by Dr. Charles S. Proctor,
Arlington, Texas, and established the Dr. Charles S
Proct or Endownent at The University of Texas at
Arlington.

I ncone earned fromthe endowrent will be used to
support the Drama Play Production Programat U T.
Arlington.
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3.

U T. Austin: Acceptance of Renminder Interest in the
John S. Al exander Charitabl e Renmai nder Unitrust and
Appoi ntmrent of the U. T. Board of Regents as Successor
Trustee. --Approval was given to accept the remai nder
interest in the John S. Al exander Charitabl e Remai nder
Unitrust, initially funded with securities val ued at
approxi mately $100,000 from John S. Al exander, MD.,
Fort Worth, Texas (to be held in trust by John S

Al exander, MD., Fort Wbrth, Texas), for the benefit
of The University of Texas at Austin.

Further, the U T. Board of Regents accepted appoi nt nment
as Successor Trustee effective only if the Trustee ceases
to serve.

The trust agreenent provides for the annual distribution
of six percent of the net fair market value of the trust
assets, valued as of the first day of the taxable year,

to be paid quarterly to John S. Al exander, M D., during
his [ifetime. Any incone of the Trust in excess of such
paynments shall be added to the corpus of the Trust.

Upon term nation of the Trust, the corpus shall be dis-
tributed to the U T. Board of Regents for the benefit
of U T. Austin to be used to establish the John S

Al exander Endowed Schol arship in the Coll ege of Liberal
Arts. A request to establish the endowent will be nmade
at that tine.

U T. Austin: Acceptance of Gft fromM. Mark J.
Belisle, Austin, Texas, and Transfer of Funds and Estab-
li shnent of the Mark J. Belisle Famly Endowed Schol ar -
ship in the Departnent of Intercollegiate Athletics for
Men. - - The Asset Managenent Conm ttee recommended and the
Board accepted a $25,000 gift fromM. Mark J. Belisle,
Austin, Texas, and a $12,500 transfer of Second Century
Fund matching funds for a total of $37,500 and est ab-

| ished the Mark J. Belisle Fam |y Endowed Schol arship
in the Department of Intercollegiate Athletics for Men
at The University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to student athletes participating in
the nen's athletics program

U T. Austin: Acceptance of Gft fromM. O V.
Bennett, Jr., Austin, Texas, and Establishnment of the
Gordon C ark Bennett Endowed Schol arship in the Depart-
nent of Intercollegiate Athletics for Whnen. --Aut hori za-
tion was given to accept a $25,000 gift fromM. O V.
Bennett, Jr., Austin, Texas, and to establish the Gordon
Cl ark Bennett Endowed Schol arship in the Departnent of
Intercollegiate Athletics for Wonmen at The University of
Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to student athletes in the Departnent
of Intercollegiate Athletics for Wnen.
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U T. Austin: Acceptance of Transfer of Funds and Est ab-
li shnent of the Departnmental Visiting Committee CGenera
Endowed Schol arship Fund in the Coll ege of Engineering.--
Upon reconmendati on of the Asset Managenent Committee,

t he Board accepted a $10,000 transfer of unrestricted
gifts and established a quasi-endownent in the Depart-
ment of Aerospace Engi neering and Engi neeri ng Mechani cs,
Col | ege of Engineering, at The University of Texas at
Austin to be naned the Departnental Visiting Commttee
General Endowed Schol arshi p Fund.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to junior and senior students in the
Depart ment of Aerospace Engi neering and Engi neering
Mechani cs who have at |east 30 hours of course credit
earned at U T. Austin.

U T. Austin: Acceptance of Bequest fromthe Estate of
Paul B. Mner, Austin, Texas, for the General Librar-

i es.--The Asset Managenent Comm ttee recomended and the
Board accepted a specific bequest of a collection of
approxi mately 30 books on general topics of an undeter-
m ned value fromthe Estate of Paul B. Mner, Austin,
Texas, for the benefit of the General Libraries at The
University of Texas at Austin.

U T. Austin: Acceptance of Bequest fromthe Estate of

E. Dubose King, Jr., Houston, Texas, and Establishment of
t he Susanne Spencer Skaggs Endowed Schol arship in Nursing
in the School of Nursing.--Approval was given to accept

a $15, 000 specific bequest fromthe Estate of E. Dubose
King, Jr., Houston, Texas, and to establish the Susanne
Spencer Skaggs Endowed Schol arship in Nursing in the
School of Nursing at The University of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to students in the School of Nursing.

U. T. Austin: Acceptance of Gft fromLee's Pharnacy,
McAl | en, Texas, and Establishnent of the Bal donero

Vel a, Sr. Endowed Presidential Schol arship in Pharnacy

in the Coll ege of Pharnacy.--Upon recomrendati on of the
Asset Managenent Conmittee, the Board accepted a $25, 000
gift fromLee's Pharmacy, MAI|len, Texas, and established
t he Bal donero Vel a, Sr. Endowed Presidential Scholarship
in Pharmacy in the Coll ege of Pharmacy at The University
of Texas at Austin.

I ncone earned fromthe endowrent will be used to provide
schol arshi p support to students in the Coll ege of Phar-
macy.

U T. Austin: Redesignation of the Hal John Wnberly
Menorial Scholarship in the Coll ege of Conmunication as
the Hal John and Judy Wnberly Menorial Scholarship in
Journalism--The Board, upon recomendation of the Asset
Managenent Comm ttee, redesignated the Hal John Wnberly
Menorial Schol arship in the Departnent of Journalism
Col | ege of Communi cation, at The University of Texas at
Austin as the Hal John and Judy Wnberly Menorial Schol -
arship in Journalism
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Thi s redesignation was nade at the request of the origi-
nal donor to nenorialize both M. and Ms. Hal John
(Judy) Wnberly, Houston, Texas, and with the concurrence
of the Wnberly famly.

U T. Austin - School of Law. Establishnment of the

(a) J. Henry Doscher, Jr. Endowed Presidential Schol -
arship in Law, (b) Bill R Wnble Endowed Presiden-

tial Scholarship in Corporate/Health Care Law, and

(c) Ronald D. Krist Professorship in Law.--The foll ow
ing endowents in the School of Law at The University of
Texas at Austin were established with the understanding
that the funds for the endowrents wll be held and adm n-
istered by The University of Texas Law School Foundati on
(an external foundation) in accordance with the Regents’
Rul es and Regul ati ons:

a. J. Henry Doscher, Jr. Endowed Presidenti al
Schol arship in Law

| ncome earned fromthe endownent will be
used to award schol arships to | aw students
sel ected at the discretion of the Dean of
the School of Law or the Dean's designee,
based on nerit or need.

b. Bill R Wonbl e Endowed Presidenti al
Schol arship in Corporate/Health Care Law

I ncone earned fromthe endowrent will be
used to award schol arships to | aw students
sel ected at the discretion of the Dean of
the School of Law or the Dean's designee,
based on nerit or need, wth preference
given to qualified first-year students
interested in practicing corporate/ health

care | aw.
C. Ronald D. Krist Professorship in Law
| ncone earned fromthe endowent will be

used to support the Professorship.

U T. El Paso: Approval to Accept Gft fromM. and
Ms. R Paul (Patricia Daw) Yetter, Houston, Texas, and
to Establish the Judith K. Solis Mnorial Schol arship.--
The Asset Managenent Conm ttee recomrended and the Board
accepted a $20,000 gift fromM. and Ms. R Paul
(Patricia Daw) Yetter, Houston, Texas, to establish the
Judith K. Solis Menorial Scholarship at The University
of Texas at El Paso.

| ncone earned fromthe endowent will be used to support
a renewabl e schol arship for a freshman or uppercl assman.
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U T. Perman Basin: Authorization to Accept Gft and
Pl edge from Texas Bank, (Odessa, Texas, and Chall enge
Funds from Houst on Endownent |Inc., Houston, Texas, and
to Establish the (a) Texas Bank Endowed Presi denti al
Schol arshi p and (b) Texas Bank Endowed Schol arship. - -
A $25,000 gift and a $25,000 pl edge, payabl e by

June 30, 1995, from Texas Bank, (QOdessa, Texas, and
$25, 000 in matchi ng chall enge funds from Houst on Endow-
nment Inc., Houston, Texas, for a total of $75,000 were
accepted to establish two endowrents at The University
of Texas of the Perm an Basin as foll ows:

a. O the total, $20,000 of the gift and pl edge
and $10, 000 of the challenge funds for a total
of $30,000 will be used to establish the Texas
Bank Endowed Presidential Schol arship.

b. The renmai ning $30,000 of the gift and pl edge
and $15, 000 of the challenge funds for a total
of $45,000 will be used to establish the Texas
Bank Endowed Schol ar shi p.

| ncone earned fromeach of the endownents will be used
to provide schol arship support to students, at the dis-
cretion of U T. Perm an Basin.

U T. Southwestern Medical Center - Dallas: Acceptance
of Gft fromMs. WIlliamW (Jane H.) Browning, Jr.
Dal | as, Texas; Establishnent of the Jane and Bill
Browning, Jr. Chair in Medical Science; Allocation of
Funds fromthe Private Fund Devel opment Canpai gn; and
Eligibility for Matching Funds Under the Texas Eni nent
Schol ars Program --The Board, upon recommendati on of the
Asset Managenent Conmittee, accepted a $250,000 gift from
Ms. WIlliamW (Jane H') Browning, Jr., Dallas, Texas,
and established the Jane and Bill Browning, Jr. Chair in
Medi cal Science at The University of Texas Sout hwestern
Medi cal Center at Dall as.

Further, $250,000 will be allocated fromthe $25, 000, 000

chal | enge fund established by an anonynous donor as part

of the Private Fund Devel opnent Canpaign and will be used
to increase the endowent to a total of $500, 000.

In addition, the actual incone that will be earned on

t he $250,000 gift and the $250,000 in challenge funds
will be certified to the appropriate State authorities
for matchi ng under the Texas Em nent Schol ars Program as
set out in Chapter 51, Subchapter |I of the Texas Educa-
tion Code, when matching funds are nade avail abl e under
that act.

| ncone earned fromthe endowent will be used to support
the Chair.
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U T. Southwestern Medical Center - Dallas: Acceptance
of Gft fromM. and Ms. J. MDonald WIlians, Dallas,
Texas; Establishnment of the Distingquished Professorship
in Drug and Al cohol Abuse Research; Allocation of Funds
fromthe Private Fund Devel opnent Canpaign; and Eligi-
bility for Matchi ng Funds Under the Texas Eni nent

Schol ars Program (No Publicity).--The Asset Manhagenent
Comm ttee recomended and the Board accepted a $125, 000
gift fromM. and Ms. J. McDonald WIlians, Dallas,
Texas, and established the D stinguished Professorship
in Drug and Al cohol Abuse Research at The University of
Texas Sout hwestern Medical Center at Dallas.

Further, $125,000 will be allocated fromthe $12, 500, 000
chal  enge fund established with MSRDP funds at the U T.
Sout hwestern Medical Center - Dallas as part of the
Private Fund Devel opnent Canpaign and will be used to

i ncrease the endownent to a total of $250, 000.

In addition, the actual incone that will be earned on

the $125,000 gift will be certified to the appropriate
State authorities for matching under the Texas Em nent
Schol ars Program as set out in Chapter 51, Subchapter

of the Texas Education Code, when nmatching funds are made
avai | abl e under that act.

| ncone earned fromthe endowent will be used to support
t he Di stingui shed Professorship.

It was requested that no publicity be given to this
matt er.

U T. Southwestern Medical Center - Dallas: Acceptance
of Transfer of Funds; Establishnment of The Forrest C
Lattner Foundation, Inc. Fund for Research in Affective
Di sorders; and Allocation of Funds fromthe Private Fund
Devel opnment Canpai gn. - - Approval was given to accept

a $50, 000 transfer of a previously reported gift and to
establish The Forrest C. Lattner Foundation, Inc. Fund
for Research in Affective Disorders at The University of
Texas Sout hwestern Medical Center at Dall as.

Further, $50,000 will be allocated fromthe $12, 500, 000
chal  enge fund established with MSRDP funds at the U T.
Sout hwestern Medi cal Center - Dallas as part of the
Private Fund Devel opnent Canpaign and will be used to

i ncrease the endownent to a total of $100, 000.

| ncone earned fromthe endowent will be used to support
research in affective disorders.

U. T. Southwestern Medical Center - Dallas: Accep-
tance of Gft fromM. and Ms. Wlliam$§S. (Mary)

Mont gonery, Jr., Dallas, Texas; Establishnent of the
Mary and Wlliam$S. "Mnty" Mntgonery, Jr. Fund for
Neur ol ogi cal Research; and All ocation of Funds from
the Private Fund Devel opnent Canpai gn. --The Board,
upon recommendati on of the Asset Managenent Conmttee,
accepted a $25,000 gift fromM. and Ms. WIlliamS.
(Mary) Montgonery, Jr., Dallas, Texas, and established
the Mary and WlliamS. "Mnty" Mntgonmery, Jr. Fund
for Neurol ogi cal Research at The University of Texas
Sout hwestern Medi cal Center at Dall as.
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Further, $25,000 will be allocated fromthe $25, 000, 000
chal | enge fund established by an anonynous donor as part
of the Private Fund Devel opnent Canpaign and will be used
to increase the endowent to a total of $50, 000.

I ncome earned fromthe endowrent will be used to further
research in neurol ogical disease.

U T. Southwestern Medical Center - Dallas: Acceptance
of Gft and Gant fromM. and Ms. Robert B. (Virginia)
Payne, Dall as, Texas; Establishnent of the Robert B. and
Virgi nia Payne Professorship in Oncol ogy; Allocation of
Funds fromthe Private Fund Devel opment Canpai gn; and
Eligibility for Matching Funds Under the Texas Eni nent
Schol ars Program --A $10,000 gift from M. and

Ms. Robert B. (Virginia) Payne, Dallas, Texas, and

a $40,000 grant from M. and Ms. Robert B. (Virginia)
Payne gi ven through the Robert B. and Virginia Webb Payne
Fund of Communities Foundation of Texas, Inc., Dallas,
Texas, for a total of $50,000 were accepted to establish
the Robert B. and Virginia Payne Professorship in Oncol -
ogy at The University of Texas Sout hwestern Medi cal
Center at Dallas.

Further, $50,000 in matching funds will be all ocated
fromthe $25, 000, 000 chall enge fund established by an
anonynous donor as part of the Private Fund Devel opnent
Canpaign and will be used to increase the endowrent to
a total of $100, 000.

In addition, the actual incone that will be earned on

t he $50,000 gift and the $50,000 in chall enge funds wil|
be certified to the appropriate State authorities for
mat chi ng under the Texas Em nent Schol ars Program as set
out in Chapter 51, Subchapter | of the Texas Education
Code, when matchi ng funds are nmade avail abl e under that
act .

| ncone earned fromthe endowent will be used to support
t he Professorship.

See Page 58 related to an appointnent to this Profes-
sor shi p.

U. T. Southwestern Medical Center - Dallas: Authoriza-
tion to Establish the Elizabeth H Penn Professorship

in dinical Psychol ogy.--The Board established the

El i zabeth H Penn Professorship in dinical Psychol ogy

at The University of Texas Sout hwestern Medi cal Center

at Dallas with the understanding that funding for this
endownent ($100,000) will be held and admi nistered by the
Sout hwest ern Medi cal Foundation (an external foundation),
Dal | as, Texas.

| ncone earned fromthe endowent will be used to support
t he Professorship.

See Page 58 related to an appointnent to this Profes-
sor shi p.
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U T. Southwestern Medical Center - Dallas: Acceptance
of Gfts from Various Donors; Establishnment of the

A. Kenneth Pye Professorship in Cancer Research; Alloca-
tion of Funds fromthe Private Fund Devel opnent Canpai gn;
and Eligibility for Matchi ng Funds Under the Texas Em -
nent Schol ars Program --Upon reconmendati on of the Asset
Managenent Committee, the Board accepted $70,000 in gifts
from various donors and established the A. Kenneth Pye
Prof essorship in Cancer Research at The University of
Texas Sout hwestern Medical Center at Dallas.

Further, $70,000 will be allocated fromthe $25, 000, 000
chal | enge fund established by an anonynous donor as part
of the Private Fund Devel opnent Canpaign and will be used
to increase the endowent to a total of $140, 000.

In addition, the actual incone that will be earned on
the $70,000 in gifts and the $70,000 in chall enge funds
wll be certified to the appropriate State authorities
for matchi ng under the Texas Em nent Schol ars Program as
set out in Chapter 51, Subchapter |I of the Texas Educa-
tion Code, when matching funds are nmade avail abl e under
that act.

| ncone earned fromthe endowent will be used to support
t he Professorship.

See Page 58 related to an appointnent to this Profes-
sor shi p.

U. T. Southwestern Medical Center - Dallas: Authoriza-
tion to Accept Transfer of Funds and to Establish the
Harold C. Si mons Professorship in Arthritis Research. --
Aut hori zation was granted to accept a $100, 000 transfer
of accumul ated earnings and to establish a quasi-endow
ment at The University of Texas Sout hwestern Medi cal
Center at Dallas to be naned the Harold C. Si mons
Professorship in Arthritis Research

| ncone earned fromthe endowent will be used to support
t he Professorship.

See Page 58 related to an appointnent to this Profes-
sor shi p.

U T. Southwestern Medical Center - Dallas: Approval to
Accept Pledge fromthe AL L. Chilton Foundation, Dall as,
Texas, for Addition to The Distinguished Chair in Bio-
chem stry; Redesignation of the Chair as The Sam G
Wnstead and F. Andrew Bell Distinguished Chair in Bio-
chem stry; and Eligibility for Matchi ng Funds Under the
Texas Em nent Schol ars Program --The Board, upon recom
nmendati on of the Asset Managenent Conm ttee, accepted

a $500, 000 pl edge, payabl e by Decenber 31, 1999, fromthe
A. L. Chilton Foundation, Dallas, Texas, for addition to
The Di stinguished Chair in Biochemstry at The University
of Texas Sout hwestern Medical Center at Dallas for a
total endowrent of $2, 600, 000.

Further, The Di stinguished Chair in Biochem stry was
redesi gnated as The Sam G Wnstead and F. Andrew Bel

Di stinguished Chair in Biochemstry in concurrence with
the request of the original donor to honor two of the
Trustees of the A. L. Chilton Foundation, Dallas, Texas.
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In addition, the actual incone that will be earned on

t he $500, 000 pl edge, as received, will be certified to
the appropriate State authorities for nmatching under the
Texas Em nent Schol ars Program as set out in Chapter 51,
Subchapter | of the Texas Education Code, when matching
funds are nade avail abl e under that act.

U. T. Mdical Branch - Galveston: Acceptance of Gft
from an Anonynpus Donor and Establishnent of The Janes F.
Arens and Ann G Arens Endowed Fund for Health Policy and
Medi cal Educati on. --Upon recommendati on of the Asset Man-
agenent Conmittee, the Board accepted a $100, 000 gift
from an anonynous donor and established The Janes F.
Arens and Ann G Arens Endowed Fund for Health Policy and
Medi cal Education at The University of Texas Medi cal
Branch at @Gl veston.

| ncome earned fromthe endowent will be used at the
discretion of the Vice President for inical Affairs
of the U T. Medical Branch - Gal veston. In the event
that position is vacant or elimnated, said incone is
to be used at the discretion of the President or the
Presi dent's desi gnee.

U T. Medical Branch - Gl veston: Acceptance of Bequests
fromthe Estate of Margaret E. Manni ng, Gal veston, Texas,
and Establishnent of the (a) Annie P. Schm edeberg Schol -
arship and (b) Margaret E. and Horton F. Manni ng Fel | ow
ship in Geriatrics.--Authorization was given to accept
bequests totalling $125,000 fromthe Estate of Margaret E.
Manni ng, Gal veston, Texas, to establish the follow ng
endownents at The University of Texas Medical Branch at
Gal vest on:

a. Anni e P. Schm edeberg Schol arship in the U T.
Nur si ng School - Gal veston with $25, 000

I ncone earned fromthe endowrent will be used
to support annual schol arship awards at the
U T. Nursing School - Galveston.

b. Margaret E. and Horton F. Manni ng Fel | owship
in CGeriatrics in the Departnents of Famly
Medi ci ne and Internal Medicine with $100, 000.

| ncone earned fromthe endowrent will be used
to support activities associated with the Fel -
| owshi p.

U T. Mdical Branch - Galveston: Dissolution of

the Paul R Stalnaker, MD. Fund and the Paul R

Stal naker, MD. Professorship in Internal Medicine;
Acceptance of Transfers of Funds; Establishnent of The
Paul R Stal naker, M D. Distinguished Professorships

in Internal Medicine; and Eligibility for Matching
Funds Under the Texas Em nent Schol ars Program --The
Board, upon recomrendation of the Asset Managenent Com
mttee, dissolved the Paul R Stal naker, M D. Fund
($273,068.02) and the Paul R Stal naker, M D. Professor-
ship in Internal Medicine ($100,000) at The University
of Texas Medical Branch at Gal veston and the bal ances of
each endownent were conbined for a total of $373, 068.02
to establish The Paul R Stal naker, M D. D stingui shed
Prof essorshi ps in Internal Medicine.
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Further, a $126,931.98 transfer fromthe Endowed Faculty
Accurul ati on Fund was accepted for addition to The

Paul R Stal naker, M D. D stinguished Professorships in
Internal Medicine at the U T. Medical Branch - Gal veston
for a total endownent of $500, 000.

In addition, the actual incone that will be earned on

t he $500, 000 transfer of funds will be certified to the
appropriate State authorities for nmatching under the
Texas Em nent Schol ars Program as set out in Chapter 51,
Subchapter | of the Texas Education Code, when matching
funds are nmade avail abl e under that act.

| ncone earned fromthe endowent will be used to support
t he Professorships.

U T. Health Science Center - Houston: Acceptance of
Transfer of Funds to Establish the Endowed Professorship
i n Forensic Pathol ogy.--The Asset Managenent Comm ttee
recommended and the Board accepted a $100, 000 transfer

of departnental funds and established a quasi-endowrent
in the Departnent of Pathology and Laboratory Medi cine

at The University of Texas Health Science Center at
Houston to be naned the Endowed Professorship in Forensic
Pat hol ogy.

| ncone earned fromthe endowent will be used to support
t he Professorship.

See Page 60 related to an appointnent to this Profes-
sor shi p.

U T. Health Science Center - Houston: Acceptance of
G fts from Various Donors and Establishnment of the

G Roger Florky Menorial Schol arshi p Fund. --Aut hori za-
tion was given to accept $10,000 in gifts from various
donors and to establish the G Roger Florky Menori al
Schol arship Fund in the U T. Public Health School -
Houston at The University of Texas Health Science
Cent er at Houst on.

Ni nety percent of the income earned fromthe endowrent
will be used to support students who intend to specialize
in industrial or occupational hygiene. The remaining ten
percent of inconme earned will be reinvested in the corpus
of the endownent.

U T. Health Science Center - Houston: Recommendation
to Accept Transfer of Funds to Establish the Edward T.
Snmith, MD. Chair in Othopaedic Surgery Fund (Wth-
drawn).--Committee Chairman Crui kshank reported that

the itemrelated to the proposed establishnment of the
Edward T. Smth, MD. Chair in Othopaedic Surgery Fund
at The University of Texas Health Science Center at
Houston was w thdrawn at the request of the institution.
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U T. Health Science Center - Houston: Approval to
Accept G ft and Pledge from The Robert A Wl ch Founda-
tion, Houston, Texas, to Establish The Wl ch Foundation
Endownent in Chenmi stry and Rel ated Sciences and Eliqgi -
bility for Matchi ng Funds Under the Texas Em nent

Schol ars Program --Aut hori zati on was given to accept

a $200,000 gift and an $800, 000 pl edge, payabl e by Sep-
tenber 1, 1998, for a total of $1,000,000 from The
Robert A. Wl ch Foundation, Houston, Texas, and to estab-
| ish The Wel ch Foundati on Endowrent in Chem stry and
Rel at ed Sciences at the Institute of Ml ecul ar Medi ci ne
for the Prevention of Human Di seases at The University
of Texas Health Science Center at Houston.

Further, the actual inconme that will be earned on

t he $200, 000 gift and the $800, 000 pl edge, as received,
wll be certified to the appropriate State authorities
for matchi ng under the Texas Em nent Schol ars Program as
set out in Chapter 51, Subchapter |I of the Texas Educa-
tion Code, when matching funds are made avail abl e under
t hat act.

| ncone earned fromthe endowent will be used to support
up to four research chem sts, thus further increasing the
| evel of basic scientific research in chemstry and

rel ated sciences.

U T. MD. Anderson Cancer Center: Authorization to
Accept Bequest fromthe Estate of Ruth Estelle Gold,
Austin, Texas.--A fifty percent interest in the residue
of the Estate of Ruth Estelle Gold, Austin, Texas, in

t he amount of $407,374.54, was accepted to support cancer
research at The University of Texas M D. Anderson Cancer
Center.

U T. MD. Anderson Cancer Center: Acceptance of Bequest
fromthe Estate of Irene R Hunphrey, Munt Pl easant,

Ar kansas. - - Upon recomrendati on of the Asset Managenent
Comm ttee, the Board accepted the residue of the Estate
of Irene R Hunphrey, Munt Pleasant, Arkansas, in the
anount of $428,641.88, to support cancer research at The
University of Texas M D. Anderson Cancer Center.

U T. MD. Anderson Cancer Center: Approval to Accept
Renmi nder Interest in the Floyd L. Mayo Marital Trust,
Port Arthur, Texas.--The Board, upon recommendati on of
the Asset Managenent Conm ttee, accepted a one-third
remai nder interest in the Floyd L. Mayo Marital Trust,
Port Arthur, Texas, in the anount of $131, 859.44, for the
unrestricted use of The University of Texas M D. Anderson
Cancer Center.

U T. MD. Anderson Cancer Center: Acceptance of Gfts
fromVarious Donors and Accunul ated |Incone and Establi sh-
nment of the R G Rotunno Endowrent Fund for Leuken a
Research. --The Asset Managenent Comm ttee recomrended
and the Board accepted gifts of $28,900 from vari ous
donors and $4, 100 in accunul ated earnings for a total

of $33,000 and established the R G Rotunno Endowrent
Fund for Leukem a Research at The University of Texas

M D. Anderson Cancer Center.
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34. U_T. MD. Anderson Cancer Center: Authorization to
Accept Bequest fromthe Estate of Ora Bell Russell,
Collin County, Texas.--Authorization was given to
accept a five percent interest in the residue of the
Estate of Ora Bell Russell, Collin County, Texas, in
t he amount of $14,475 for the unrestricted use of
The University of Texas M D. Anderson Cancer Center.

| NTELLECTUAL PROPERTY MATTERS

U T. Southwestern Medical Center - Dallas: Approval
of Patent License Agreenent, Coagul ation Patent License
Agreenent, Option to License Agreenent, and Sponsored
Research Agreenent with Peregrine Pharnmaceuticals, Inc.
Princeton, New Jersey.--Commttee Chairnman Crui kshank
reported that since the Material Supporting the Agenda
was prepared and distributed an intellectual property
item had been posted with the Secretary of State and
was before the Board on yel |l ow paper.

Upon recommendati on of the Asset Management Conmittee,

t he Board approved the Patent License Agreenent, Coagu-

| ati on Patent License Agreenent, Qption to License Agree-
ment, and Sponsored Research Agreenent between the U. T.
Board of Regents, for and on behalf of The University

of Texas Sout hwestern Medical Center at Dallas, and
Peregri ne Pharmaceuticals, Inc. ("Peregrine"), Princeton,
New Jersey, as set forth on Pages 93 - 184.

Peregrine is a start-up conpany established under the

| aws of the state of Delaware to commercialize anti -
cancer therapeutic and di agnostic products based at

| east in part on technol ogi es devel oped by Professor
Philip Thorpe, Ph.D., and Assistant Instructor Francis
Burrows, Ph.D., both in the Departnment of Pharmacol ogy
at the U T. Southwestern Medical Center - Dallas. The
technologies relate to the targeting of therapeutic
conpounds to destroy the vasculature of tunors and to
kill the tunmor cells thensel ves.

The Sponsored Research Agreenent will obligate Peregrine
to fund further research in Dr. Thorpe's |aboratory in

t he amount of $10,000 per nonth effective inmediately.
Wthin six nonths, Peregrine will commt to additional
fundi ng of not |ess than $600, 000 over a three-year
period. |If Peregrine defaults on research paynents, al
agreenents may be termnated by the U T Sout hwestern
Medi cal Center - Dall as.

The ternms and conditions of the agreenents, which are
consistent wwth the Intellectual Property Policy of The
University of Texas System were submtted as an ener-
gency agenda item because of the need to conpl ete cer-
tain financial arrangenents prior to the end of Cal endar
Year 1994.
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PATENT LICENSE AGREEMENT
BETWEEN UNIVERSTY OF TEXAS SYSTEM
PEREGRINE PHAI'?AI\ZIAD\CEUTICALS. INC.

THIS AGREEMENT is made by and between the BOARD OF REGENTS (BOARD)
OF THE UNIVERSITY OF TEXAS SYSTEM (SY STEM), an agency of the State of Texas,
whose address is 201 West 7th Street, Audtin, Texas 78701 and PEREGRINE
PHARMACEUTICALS, INC. (LICENSEE), a Delaware corporation having a principa
place of busness located a One Pamer Square, Suite 530, Princeton, New Jersey 08542.

WITNESSETH:

Whereas BOARD and IMPERIAL CANCER RESEARCH TECHNOLOGY, LTD.
(ICRT) jointly crested cetan PATENT RIGHTS and TECHNOLOGY RIGHTS rdaed to
LICENSED SUBJECT MATTER, which were developed at The University of Texas
Southwestern Medicdl  Center & Dalas (UT SOUTHWESTERN), located a 5323 Hary
Hines Boulevard, Ddlas, Texas 75235, a component inditution of SYSTEM and ICRT;

Whereas ICRT has assigned the necessary rights in PATENT RIGHTS and
TECHNOLOGY RIGHTS to BOARD under an Inter-Inditutiond Intellectud Property
Management Agreement under which BOARD assumes ownership and dl licensing
reponghiliies for LICENSED SUBJECT MATTER;

Whereas pursuant to the Inter-Ingtitutional Intellectud Property Management
Agreement, BOARD will, promptly upon execution of this Agreement by LICENSEE, obtan
ICRT’s assent to the ICRT ASSIGNMENT (as hereinafter defined);

Whereass BOARD desres to have the LICENSED SUBJECT MATTER deveoped and

ussd for the benefit of LICENSEE, the INVENTORS (as hereinafter defined), BOARD, UT
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SOUTHWESTERN, ICRT and the public as outlined in the Intellectud Property Policy
promulgated by the BOARD; and

Whereas LICENSEE wishes to obtan a license from BOARD to practice LICENSED
SUBJECT MATTER,;

NOW, THEREFORE, in consderation of the mutua covenants and premises herein
contained, the parties hereto agree as follows.

|. EFFECTIVE DATE

This Agreement shdl be effective as of the date the last party executes this
Agreement, subject to approval by BOARD (EFFECTIVE DATE).

[I. DEFINITIONS

As used in this Agreement, the following terms shdl have the meanings indicated:
21  ADDITIONAL PATENT RIGHTS shall mean BOARD’srightsin information
or discoveries covered by the following patents and/or patent applications which relate to the
LICENSED FIELD, whether domestic or foreign, as wel as dl divisons, continuations and
continuations-in-part arisng from research funded in whole or in pat by LICENSEE, as well
a8 reissues, reexaminations Or extensons thereof:
(@ US Paent Application Number 071856,018, tiled March 23, 1992,
which corresponds to UT Southwestern file reference UTSD:280, entitled
“Preparation and Use of Polyanionic Polymer-Based Conjugates Targeted to
Vascular Endothelid  Cdlls’, which names Philip Thorpe as Inventor;
(b) Internationd Patent Application Number PCT/US98/02619, filed
March 22, 1993, which corresponds to UT Southwestern file reference

UTSD:345, entitled “Prepaaion and Use of Polyanionic  Polymer-Based
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Conjugates Targeted to Vascular Endothelid Cells’, which names Philip
Thorpe as Inventor; and

(c) European Patent Application Number 93 907 6337, filed October
17, 1994, which corresponds to UT Southwestern file reference UTSD: 345,
entitted “Preparation and Use of Polyanionic Polymer-based  Conjugates
Tageted to Vascular Endothelid Cdls’, which names Philip Thorpe as
Inventor.

2.2 COAGULATION PATENT LICENSE AGREEMENT shal mean that certain
COAGULATION PATENT LICENSE AGREEMENT dated as of even date herewith by and
between LICENSEE and BOARD pursuant to which BOARD has licensed the
COAGULATION PATENT RIGHTS to LICENSEE.

2.3 COAGULATION PATENT RIGHTS shall mean BOARD’srightsin
information or discoveries covered by the following patent application, as wel as dl
divisons, continuations, and continuations-in-part arising from research funded in whole or
in pat by LICENSEE, as wdl as reissues, reexaminations or extensons thereof:

(a) US. Paent Application Number SNO8/273,567 filed July 6,
1994, which corresponds to UT SOUTHWESTERN File Reference
UTSD:419, entitted “Methods and Compostions for the Coagulation of Tumor
Vasculature”,  which names Philip Thorpe as INVENTOR.

2.4 COMMERCIAL INTRODUCTION shall mean the date of thefirst
commercid SALE of a LICENSED PRODUCT by LICENSEE or any sublicensee in any

country.
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2.5 ICRT ASSIGNMENT ghdl that certan assgnment to be executed by ICRT in
favor of SYSTEM pursuant to which ICRT will assignitsrightsin PATENT RIGHTS and
TECHNOLOGY RIGHTSto SYSTEM.

2.6 LICENSED HELD ghdl mean targeting thergpeutic and diagnostic  compounds
to tumor vasculature in humans.

2.1  LICENSED PRODUCT shal mean any product SOLD by LICENSEE
comprigng LICENSED SUBJECT MATTER pursuant to this Agreement.

2.8 LICENSED SUBJECT MATTER d<hdl mean inventions and discoveries
covered by PATENT RIGHTS or TECHNOLOGY RIGHTS within the LICENSED HELD.

2.9 LICENSED TERRITORY shal mean the world.

2.10 NET SALES sndl ‘mean the gross revenues received by LICENSEE from the
SALE of LICENSED PRODUCTS less sdes andlor use taxes actudly paid, import and/or
export duties actudly paid, outbound transportation prepaid or adlowed, and amounts alowed
or credited due to returns (not to exceed the origind hilling or invoice amount).

211  OPTION TO LICENSE AGREEMENT shal mean that certain OPTION TO
LICENSE AGREEMENT dated as of even date herewith by and between LICENSEE and
BOARD pursuant to which BOARD has granted LICENSEE the option to acquire the
ADDITIONAL PATENT RIGHTS.

2.12 PATENT RIGHTS shdl mean BOARD's rights in information or discoveries
covered by the following patents and/or patent applications which relae to the LICENSED
FIELD, whether domestic or foreign, as well as dl divisons, continuations and
continuations-in-part arisng from research funded in whole or in pat by LICENSEE, as wel

as reissues, reexaminations or extenson5 thereof:
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(@ US Paent 4,880,935, issued November 14, 1989, entitled
“Heterobifunctiond  Linking Agents Derived from  N-Succinimido-Dithio-Alpha
Methyl-Methylene-Benzoates’, which names Philip Thorpe as inventor
(INVENTOR);

(b) U.S Paent 5,338,542, isued August 16, 1994 entitted “Disulfide
Linked Immunotoxins’ which names Philip Thorpe as INVENTOR;

(c) U.S. Patent Application Number 07/846,349, filed March 5, 1992,
now abandoned, which corresponds to UT SOUTHWESTERN file reference
UTSD:279, entitted “Methods and Compostions for Targeting the Vasculature
of Solid Tumors’, which names Philip Thorpe and Francis Burrows as
INVENTORS,

(d) International Patent Application Number PCT/US93/01956
(International  Publication Number W(Q93/17715), tiled March 5, 1993, which
corresponds to UT SOUTHWESTERN file reference UTSD:344, entitled
“Diagnogtic and/or Thergpeutic Agents Targeted to Neovascular  Endothelia
Cdls’, which names Philip Thorpe and Francis Burrows as INVENTORS,

(e US Paent Application Number 08/205,330, filed Mach 2, 1994,
which corresponds to UT SOUTHWESTERN file reference UTSD:393,
entitted “Methods and Compostions for Targeting the Vasculature of Solid
Tumors’, which names Philip Thorpe and Francis Burrows as INVENTORS,
and

(f) European Patent Application Number 93 906 289.9, filed October 5,
1994, which corresponds to UT SOUTHWESTERN tile reference UTSD:344,
entitted “Diagnostic and/or  Thergpeutic Agents Targeted to  Neovascular

-5-
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Endothelid Cells’, which names Philip Thorpe and Francis Barrows as
INVENTORS.

Notwithstanding anything to the contrary in this Section 2.12, it is hereby
acknowledged and agreed that PATENT RIGHTS for purposes of this Agreement do not
include BOARD’s rights in COAGULATION PATENT RIGHTS, which ae licensed to
LICENSEE under the COAGULATION PATENT LICENSE AGREEMENT executed by
LICENSEE and BOARD concurrently with the execution of this Agreement nor in
ADDITIONAL PATENT RIGHTS, with respect to which LICENSEE has an option to
license under the OPTION TO LICENSE AGREEMENT executed by LICENSEE and
BOARD concurrently with the execution of this Agreement.

213 PHASE | TRIAL INITIATION shall mean the commencement of a Phase |
Clinicd Trid on a LICENSED PRODUCT.

2.14 PHASE Il TRIAL COMPLETION g¢hdl mean the submisson to the US Food
and Drug Adminigration (FDA) of the find data resulting from completion of a Phase Il
Clinicd Trid on a LICENSED PRODUCT.

2.15 SALE, SELL or SOLD shdl mean the trandfer or dispostion of a LICENSED
PRODUCT for vaue to a party other than LICENSEE or a SUBSIDIARY .

2.16 SUBLICENSEE GROSS REVENUES shdl mean the gross revenues and other
condderation receved by LICENSEE from any sublicensees of LICENSEE incorporating
LICENSED SUBECT MATTER, excluding (a) payments made by any sublicensee in
congderation for the issuance of equity or debt securities of LICENSEE, (b) payments made
by any sublicensee to support or fund research activities to be undertaken by LICENSEE, (c)
up-front payments made in consderation or recognition of prior research and development

efforts undertaken by LICENSEE, and (d) payments made by any sublicensee upon the
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achievement of specified milestones or benchmarks relating to the development of the
LICENSED PRODUCTS sublicensed to sublicensee, other than roydty payments.
Notwithstanding subpart (d) above, if the roydty rate charged by LICENSEE for
sublicensing any LICENSED PRODUCT is less than four percent (4%). then the parties will
mutudly agree to an equitable sharing arangement with respect to license fee, milestone,
benchmark or other payments. If non-monetary consideration is so received, then a
commercidly reasonable monetary vaue will be assgned for purposes of caculaing
BOARD's gsae of SUBLICENSEE GROSS REVENUES

2.17 SUBSIDIARY shdl mean any busness entity more than 50% owned by
LICENSEE, any business entity which owns more than 50% of LICENSEE, or any business
entity that is more than 50% owned by a business entity that owns more than 50% of
LICENSEE.

2.18 TECHNOLOGY RIGHTS g¢hdl mean BOARD's rights in aw technicd
information, know-how, process, procedure, compostion, device, method, formula,
protocol, technique, software, design, drawing, data, biologicd and other materids relaing
to technologies arisng from work in which Philip Thorpe participates and useful in targeting
thergpeutic and diagnostic compounds to tumor vasculature in humans and which are not
covered by PATENT RIGHTS but which are necessary or useful for practicing any
inventions at any time covered by PATENT RIGHTS.

1. WARRANTY; SUPERIOR-RIGHTS

3.1  Except for the rights, if any, of the third parties described in Section 3.3 and

Exhibit B atached hereto, BOARD represents and warrants that it is the owner of the entire

right, title, and interest in and to LICENSED SUBJECT MATTER, and that it has the sole
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right to grant licenses thereunder, and that it has not granted licenses thereunder to any other
entity that would restrict rights granted hereunder except as stated herein.

3.2 BOARD hereby represents and warrants that Section 212 ligs the patents and
patent applications in the LICENSED FIELD to which the BOARD has rights and which
aise from work involving Philip Thorpe (other than patents and patent applications covered
by COAGULATION PATENT RIGHTS or by ADDITIONAL PATENT RIGHTS), and that
each of the patent gpplications lised in Section 212 was duly filed in the United States on
the date indicated therein or was duly tiled in such foreign jurisdictions as are listed in
Section 212 or on Exhibit A atached hereto on the dates indicated therein.

3.3  LICENSEE understandsthat the LICENSED SUBJECT MATTER has been
developed under the funding agreements with the third paties liged on Exhibit B atached
hereto and that such paties have the rights reative thereto specified in such Exhibit B. This
Agreement is explicitty made subject to the rights of such parties, which are described in
Exhibt B. To the extent tha there is a conflict between such rights and this Agreement,
such rights shdl prevail.

V. LICENSE

41 BOARD hereby grants to LICENSEE a royaty-bearing, exclusve license
under PATENT RIGHTS, and a roydty-bearing exclusve license under  TECHNOLOGY
RIGHTS to manufacture, have manufactured, use, and/or SELL LICENSED PRODUCTS
within LICENSED TERRITORY for use within LICENSED FIELD. This grant shal be
subject to the payment by LICENSEE to BOARD of dl congderation as provided in this
Agreement, and shal be further subject to rights retained by BOARD and ICRT to:

(a) Publish the genera cientific findings from research related to
LICENSED SUBJECT MATTER,; provided, that, in order to avoid possible loss of rightsin
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the PATENT RIGHTS, BOARD hereby agrees to submit any materids relaing to a planned
publication to LICENSEE a least sixty (60) days prior to the date of planned submission for
publication.  If, within thirty (30) days of recept of such materids, LICENSEE notifies
BOARD tha it dedres to tile patent applications pertaning to any inventions contained in
such materids, BOARD shal defer publication or other disclosure for an additiond period,
not to exceed ninety (90) days, sufficient to permit such desired patent applications to be
filed.

(b) Use LICENSED SUBJECT MATTER for research, teaching and other
educationaly-relaed purposes a& any inditution within the SYSTEM.

4.2 BOARD heeby dso grants to LICENSEE a first option to obtan a royalty-
bearing exclusve license to any inventions in the LICENSED HELD which aise from work
funded by LICENSEE in which Philip Thorpe participates and which have applicaions in the
LICENSED FIELD (collectively, “IMPROVEMENTS"). The option for any such
IMPROVEMENTS gshdl extend for a period of ninety (90) days from the date LICENSEE
recaves written notice from BOARD disclosng such IMPROVEMENTS. During such
ningy (90) day period, BOARD d<hdl reasonably make avalable to LICENSEE any other
information in its possesson or control which would be useful to LICENSEE in evauating
the IMPROVEMENT, subject to such reasonable confidentiaity undertakings as BOARD
shdl require. LICENSEE may exercise its option by informing BOARD in writing during
such ninety (90) day period that it intends to commercidize the IMPROVEMENT as soon as
practicable, consistent with sound and reasonable business practice and judgment. Upon
execise of LICENSEE's option, such IMPROVEMENT shdl become subject to the terms
and conditions of this License Agreement. In the event that LICENSEE fals to exercise its
option with respect to any IMPROVEMENT as provided heren, BOARD shdl have the right

-9-
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to enter into license agreements concerning such IMPROVEMENT with third parties
provided the terms and conditions thereof are not, in generd, more favorable than those
teems and conditions provided under this License Agreement, unless BOARD has offered the
new terms and conditions to LICENSEE and LICENSEE has refused to accept them.

4.3 BOARD heeby dso grants to LICENSEE a fird option to negotigte and
acquire an exclusve, worldwide, royaty-bearing license to any inventions outsde the
LICENSED FIELD which arise from work funded by LICENSEE. The option for any such
inventions shdl extend for a period of ninety (90) days from the date LICENSEE recelves
written notice from BOARD disclosng such invention. LICENSEE may exercise its option
by informing BOARD in writing during such ninety (90) day period that it intends to
commercidize the invention as soon as practicable, consstent with sound and reasonable
busness judgment. Upon exercise of LICENSEE's option, BOARD and LICENSEE dhdll
enter into good fath negotiaions regarding the terms and conditions of said license and
further agree to negotiate license rates and other payments which are fair and reasonable to
both parties. If BOARD and LICENSEE ae unable to agree on the terms of a license within
ningy (90) days following the exercise of LICENSEE's option, BOARD gshdl have the right
to enter into license agreements concerning the invention with third parties; provided,

however, such licensng agreements shdl be on terms no less favorable to BOARD then

BOARD's find offer to LICENSEE

4.4  LICENSEE dhdl have the right to extend the license granted herein to any
SUBSIDIARY  provided that such SUBSIDIARY consents to be bound by this Agreement to
the same extent as LICENSEE.

4,5 LICENSEE shdl have the right to grant sublicenses in accordance with the
tems and conditions of this Agreement. LICENSEE agrees to ddiver to BOARD a true and

-lo-
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correct copy of each sublicense granted by LICENSEE, and any modification or termination
thereof, within thirty (30) days after execution, modification, or termination. If any
sublicensee fals to pay any roydty payment to LICENSEE on the date provided in such
sublicense, LICENSEE shdl, within thirty (30) days of such scheduled payment date, teke
steps to require such sublicensee to cure such default. If such default is not cured by such
sublicensee within an additiond ninety (90) day period, LICENSEE shdl terminate such
sublicense. If LICENSEE fals to terminate any sublicense as provided herein, LICENSEE
shdl be responsible for the payment of royaties owed by such sublicensee under this
Agreement whether or not pad to LICENSEE by such sublicensee. Upon termination of this
Agreement, any and al exising sublicenses granted by LICENSEE shdl be assgned to
BOARD.

4.6 BOARD shdl have the right a any time after five (5) years from the date of
this Agreement, to terminate the exclusivity of the license granted herein in any nationd
juridiction within  LICENSED TERRITORY if LICENSEE, within ninety (90) days dfter
written notice from BOARD as to such intended termination of exclusvity, fals to provide
written evidence that it has commercidized or is actively attempting to commercidize an
invention licensed hereunder within  such jurisdiction. BOARD agrees to negotiate in good
fath with LICENSEE for adjusting terms under such a nonexclusve arrangement. BOARD
shdl have the right a any time after seven (7) years from the date of this Agreement to
terminate the license completdy in any naiond jurisdiction if LICENSEE, within ninety (90)
days after written notice from BOARD of such intended termination, fails to provide written
evidence that it has commercidized or is actively attempting to commercidize an invention
licensed hereunder within  such jurisdiction. Evidence provided by LICENSEE that it has an
ongoing and active research, development, manufacturing, marketing or licensng program as
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appropriate, directed toward production and sde of products based on PATENT RIGHTS or
TECHNOLOGY RIGHTS within such jurisdiction sndl be deemed satisfactory evidence.

V. PAYMENTS AND REPORTS

51  Subject to Section 5.1(j) of this Agreement, in condderation of rights granted
by BOARD to LICENSEE under this Agreement, LICENSEE agrees to pay BOARD the
following:

(a) A non-refundable license issue fee of twenty five thousand dollars

($25,000) payable to BOARD within thirty (30) days of LICENSEE's receipt of a

fully-executed copy of the ICRT ASSIGNMENT from BOARD.

(b) A nonrefundable license re-issue fee of seventy five thousand dollars

($75,000) payable to BOARD within thirty (30) days of January 1, 1996.

{c) A PHASE | TRIAL INITIATION milestone payment of seventy five

thousand dollars ($75,000) payable within thii (30) days of the earlier of: (i)

February 1, 1997, or (ii) PHASE | TRIAL INITIATION.

(d) A PHASE Il TRIAL COMPLETION miletone payment of one
hundred thousand dollars ($100,000) payable within thirty (30) days of the earlier of:

(i) February 1, 2000, or (ii) PHASE Il TRIAL COMPLETION.

(e A milesone payment for COMMERCIAL INTRODUCTION of each

LICENSED PRODUCT in the amount of three hundred thousand dollars ($300,000)

payable to BOARD within thirty (30) days of COMMERCIAL INTRODUCTION of

the LICENSED PRODUCT. All COMMERCIAL INTRODUCTION milestone

payments shal be credited against roydty payments due under Paragraph 51 on a

LICENSED PRODUCT-by-LICENSED PRODUCT basis.

-12.
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(f) A running earned royalty equal to four percent (4%) of NET SALES of

LICENSED PRODUCTS incorporating PATENT RIGHTS; provided, however, if a

LICENSED PRODUCT incorporaies technology not covered by PATENT RIGHTS,
the running roydty to be paid under this Section shal be reduced to two percent (2%)
of NET SALES of LICENSED PRODUCTS. Intheevent any LICENSED
PRODUCT incorporating PATENT RIGHTS is sold as a component of a combination
of active dements, NET SALES for purposes of determining roydty payments on
such combination shal be caculated by multiplying NET SALES of such combination
by the fraction A over A+B, inwhich “A” isthe gross selling price of the

LICENSED PRODUCT portion of the combinaion when sold separately during the
accounting period in which the sde was made, and "B" is the gross sdling price of
the non-LICENSED PRODUCT portion of the combination sold separately during the
accounting period in question. In the event that no separate sde of either such
above-desgnated LICENSED PRODUCT or such above-designated non-LICENSED
PRODUCT portion of the combinaion is made during the accounting period in which
the sale was made, NET SALES shall be calculated by multiplying NET SALES of
such combination by the fraction C over C+D, in which “C” isthe standard
fully-absorbed cost of the LICENSED PRODUCT portion of such combinaion, and
"D" is the dstandard fully absorbed cost of the other component(s), such costs being
arived a& usng the standard accounting procedures of LICENSEE which will be in
accord with generally accepted accounting practices. Notwithstanding the foregoing,
under no circumstances shall the royaty provided for in this Section 5.1(f) be reduced
to less than two percent (2%) of NET SALES of LICENSED PRODUCTS
incorporating PATENT RIGHTS. No royalties shall be payable to BOARD under
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this Section 5.1(f) with respect to SALES for which a roydty is payable under the
COAGULATION PATENT LICENSE AGREEMENT.

(g0 A ruming earned roydty egual to one percent (1%) of NET SALES of
LICENSED PRODUCTS covered by TECHNOLOGY RIGHTS only. No royalty
shall be payable to BOARD under this Paragrph 5.1(g) with respect to SALES for
which aroyalty is payable under Paragraph 5.1(f) or under the COAGULATION
PATENT LICENSE AGREEMENT.

(h)  Fifty percent (50%) of the SUBLICENSEE GROSS REVENUES,

provided, however, in the event that LICENSEE raises capitd from any source

(including, without limitation, from the issuance of common or preferred stock, debt,
warrants or from licensing fees) in the aggregate amounts hereinafter set forth, such

percentage shal be reduced as follows.

Percent of
Aggregate Capitalization Sublicensee  Gross  Revenues
$2,000,000 - 5,000,000 35%
$5,000,001 - 10,000,000 2504
Greater than $10,000,000 20%

In the event tha LICENSEE sublicenses LICENSED SUBJECT MATTER in
combination with other product(s) for use in the LICENSED FIELD which are not
LICENSED PRODUCTS (hereinafter “OTHER ITEMS"), the SUBLICENSEE
GROSS REVENUES for purposes of determining payment to BOARD on the
combination shal be calculated as follows:
(i) If al LICENSED PRODUCTS and OTHER ITEMS contained
in the combination are avaldle separaidy, SUBLICENSEE GROSS

REVENUES for purposes of determining payments due BOARD will be

«14 .
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cdculded by multiplying the SUBLICENSEE GROSS REVENUES of the
combination by the fraction A/(A+B), where A is the gross sdling price of dl
LICENSED PRODUCTS in the combination, and B is the gross sdling price
for dl OTHER ITEMS in the combinaion sold separately during the
accounting period in  question.

(i) If no spaae sde of ether such LICENSED PRODUCTS or
OTHER ITEMS is made during the accounting period in which such sde is
made, SUBLICENSEE GROSS REVENUES for purposes of determining
payments due BOARD ghdl be cdculaed by multiplying the SUBLICENSEE
GROSS REVENUES of the combination by the fraction C over C+D, in
which "C" is the dandard fully-absorbed cost of the LICENSED PRODUCT
portion of such combination and "D" is the standard fully-absorbed cost of the
OTHER ITEMS, such costs being arived a using the standard accounting
procedures of LICENSEE which will be in accordance with generdly accepted
accounting  practices.

Under no circumsances shdl the percentage of SUBLICENSEE GROSS REVENUES
provided for in this Section 5.1(h) be reduced to less than ten percent (10%).

(i) The paties hereto agree that if economic or politica conditions change
aufficiently so as to affect the continued applicability of the assumptions made in negotiaing
the dates of the milestone payments agreed to in this Section 5.1, they will negotiate in good
fath a reasonable extenson of the dates of such milestone payments in accordance with such
changed economic or politicd conditions.

()] Notwithstanding anything to the contrary in this Agreement, it is hereby
acknowledged and agreed by the parties hereto that (i) the amounts payable by LICENSEE
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pursuant to Sections 5.1(a) through (d) of this Agreement are onetime license fees payable
by LICENSEE only with respect to thefirst LICENSED PRODUCT of LICENSEE and (ii)
no amounts shal be pad by LICENSEE pursuant to such Sections to the extent that such
payments have been made by LICENSEE under the COAGULATION PATENT LICENSE
AGREEMENT.

5.2  During the term of this Agreement and for one (1) year thereafter, LICENSEE
shdl keep complete and accurate records of its SALES and NET SALES of LICENSED
PRODUCTS and dl SUBLICENSEE GROSS REVENUES received by LICENSEE under
the license granted in this Agreement in sufficient detall to enable the roydties payable
hereunder to be determined. LICENSEE shdl permit BOARD or its representatives, a
BOARD's expense, to periodicaly examine its books, ledgers, and records during regular
business hours for the purposes of and to the extent necessary to verify any report required
under this Agreement. If any such inspection reveds that the aggregate of roydties pad
during any four (4) consecutive calendar quarters was less than the amount that should have
been paid under this Agreement, LICENSEE shdl remit to BOARD the amount of such

deficiency; provided, that, if such deficiency is more than five percent (5%) of the amount

tha should have been paid, LICENSEE shdl remit to BOARD, in addition to the amount of
such deficiency, the reasonable expenses of the inspection conducted by BOARD. If
LICENSEE or BOARD disputes any deficiency or expenses provided in this Section 52, the
disoute shal be referred to an independent accountant selected by mutual agreement of
BOARD and LICENSEE, whose decison will be hinding and find on the paties hereto. If
a decison is entered againgt LICENSEE by such independent accountant for the amount of

such deficiency or expenses, LICENSEE agrees to remit to BOARD, in addition to any other
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amounts provided for in this Section 5.2, accrued interest on such deficiency through the date
of such decison a the highest dlowable rate.

5.3  Within thirty (30) days after March 31, June 30, September 30, and December
31 of each year, LICENSEE shdl deliver to BOARD a true and accurate report which shall
decribe (@) the quantiies of LICENSED SUBJECT MATTER that it has produced; (b) the
tota SALES; (c) the caculaion of roydties thereon; and (d) the totd roydties so computed
and due Simultaneoudy with the delivey of each such report, LICENSEE shdl pay to
BOARD the amount, if any, due for the period covered by such report. If no payments are
due, it shdl be so reported.

5.4  Upon the request of BOARD but not more often than once per cdendar year,
LICENSEE d¢hdl deliver to BOARD a written report as to LICENSEE's efforts and
accomplishments  during the preceding year in commercidizing LICENSED SUBJECT
MATTER in various pats of the LICENSED TERRITORY and its commercidization plans
for the upcoming year.

5.5 All amounts payable hereunder by LICENSEE shdl be payable in United
States funds without deductions for taxes, assessments, fees, or charges of any kind. Checks
shdl be made payadble to UT SOUTHWESTERN and sent to:

U.T. Southwestern Medicd Center

Office of Lega Affars & Technology Transfer
5323 Hary Hines Boulevard

Dallas, Texas 752354008

Attn: Ray Wheatley

V1. SPONSORED RESEARCH

6.1  LICENSEE will sponsor and financidly support research, clinicd ectivities or

other mutudly agreesble programs & UT SOUTHWESTERN in accordance with the terms
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and subject to the conditions of the Sponsored Research Agreement executed by LICENSEE
and UT SOUTHWESTERN concurrently with the execution of this Agreement.

VIl. TERM AND TERMINATION

7.1  The Term of this Agreement sndl extend from the Effective Date st forth
hereinabove to the full end of the term or terms for which PATENT RIGHTS have not
expired and if only TECHNOLOGY RIGHTS are licensed and no PATENT RIGHTS are
applicable, then, on a per-product bass, (i) with respect to LICENSED PRODUCTS which
have an FDA-gpproved therapeutic indication for humans, for a term of seven (7) years from
the date of COMMERCIAL INTRODUCTION of any such product and (ii) with respect to
LICENSED PRODUCTS which have an FDA-approved diagnogtic indication for humans, for
a teem of seven (7) years from the date of COMMERCIAL INTRODUCTION of such
product.

7.2 This Agreement will ealier terminate

(a)  upon thirty (30) days written notice if LICENSEE shdl default in its obligation
to make payments, if any are due, in accordance with Section V or Section XIV hereunder or
Section 3 of the Sponsored Research Agreement; provided, however, LICENSEE may avoid
such termination if before the end of such notice period LICENSEE cures its default; or

(b)  automaticdly if LICENSEE shdl become bankrupt or insolvent and/or if the
business of LICENSEE shdl be placed in the hands of a recelver, assgnee, or trustee,
whether by voluntary act or LICENSEE or otherwise,

(©) upon ninety (90) days written notice if LICENSEE shdl breach or default on
any obligation under this License Agreement or the Sponsored Research Agreement;

provided, however, LICENSEE may avoid such termination if before the end of such period
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LICENSEE notifies BOARD that such breach has been cured, states the manner of such cure
and in fact the breach has been cured.

(d)  Under the provisons of Paragraph 4.4 if invoked.

7.3 Upon termination of this Agreement for any cause, nothing herein shal be
condrued to release ether party of any obligation matured prior to the effective date of such
termination. LICENSEE may, dfter the effective date of such termination, sdl Al
LICENSED PRODUCT and partstherefor that it may have on hand at the date of
termination, provided that it pays running roydty earned thereon as provided in this
Agreement.

VIII. INFRINGEMENT BY THIRD PARTIES

81  Each paty shdl inform the other promptly in writing of any aleged
infringement of the PATENT RIGHTS by a third paty, including dl detals then available.
LICENSEE sndl have the right, but shal not be obligated, to prosecute a its own expense
any such infringements, and BOARD agrees tha LICENSEE may join BOARD as a plantiff
a the expense of LICENSEE. In any infringement action commenced or defended soldy by
LICENSEE, dl expenses and dl recovery for infringement shdl be those of LICENSEE. In
ay such action by LICENSEE, BOARD dhdl be entitled to receive an amount equd to the
goplicable roydties on any recovery of profits and damages that is in excess of LICENSEE's
reasonable costs and expenses. No settlement, consent judgment or other voluntary find
dispostion of the suit may be entered into without BOARD's consent, which consent shdl
not be unreasonably withheld, delayed or conditioned.

If LICENSEE has not commenced legd action or been successful in obtaining
cessetion of me infringement within ninety (90) days of written notification from BOARD of
such infringement, or if LICENSEE elects not to continue prosecuting any legd action
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against an infringer, BOARD shall have the right, but shall not be obligated, to prosecute at
its own expense any such infringement. BOARD may join LICENSEE as aplaintiff in any
such infringement suit a BOARD’s expense. No settlement, consent judgment or other
voluntary find dispostion of the suit may be entered into without LICENSEE's consent,
which consent shal not be unreasonably withheld, delayed or conditioned.

In the event that LICENSEE andlor BOARD do not file suit againdt, conclude
sdtlement negotiations with, or grant a license to a substantid infringer of PATENT
BIGHTS within one (1) year of knowledge thereof, then the parties will consult with one
ancther in an effort to determine whether a reasonably prudent licensee would indtitute
litigation, conclude settlement negotiations, and/or grant a license within the one (1) year
time period described above in order to enforce the paent in question in light of al relevant
business and economic factors (including, but not limited to, the projected cost of such
litigation, the likelihood of success on the merits, the probable amount of any damage award,
the prospects for satisfaction of any judgment againgt the aleged infringer, the posshility of
counterclams againg LICENSEE and BOARD, the diverson of LICENSEE's human and
economic resources, the impact of any possble adverse outcome on LICENSEE, and the
effect any publicity might have on the respective reputations and goodwill of the parties). |If
dfter such consultation, the parties have not reached agreement and LICENSEE does not
forthwith rile suit againgt, enter into settlement negotiations with or grant a license to the
substantial infringer, then BOARD shall have theright to enforce any PATENT BIGHT,
licensed hereunder on behdf of itsdf and LICENSEE (BOARD retaning al recoveries from
such enforcement), and BOARD shdl have the right to reduce the license granted hereunder

to nonexclusive in the nationd jurisdiction in which suit is brought.
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In any infringement suit that either party brings to enforce the PATENT RIGHTS, the
other paty shdl a the request and expense of the party bringing the suit, cooperate in Al
reasonable respects, including, to the extent possble, obtaning the testimony of its
employees and agents and making available physicd evidence in the possesson of that party.

IX. ASSIGNMENT

This Agreement shdl not be assgnable or othewise transferrable by LICENSEE
without the prior written consent of BOARD, which consent shal not be unreasonably
withheld, except that LICENSEE may assign or otherwise transfer its rights under this
Agreement to the following parties without obtaining BOARD's consent: (i) a successor to
LICENSEE's business, or a successor to that portion of LICENSEE's business that pertains
to the subject matter of the PATENT RIGHTS or any TECHNOLOGY RIGHTS, and (ii)
any entities controlled by, controlling, or under common control with LICENSEE.

X. PATENT MARKING

LICENSEE agrees to mark permanently and legibly dl products and documentation
manufactured or sold by it under this Agreement with such patent notice as may be permitted
or required under Title 35, United States Code.

XI. INDEMNIFICATION

LICENSEE shdl hold harmless and indemnify BOARD, INVENTORS, SY STEM,
UT SOUTHWESTERN, ICRT, and their respective Regents, officers, employees and agents
(each, an “INDEMNITEE") from and against any liability, loss or damage they may suffer
as a result of clams, demands, or causes of action whatsoever, including without limitation
those arisng on account of any injury or desth of persons or damage to property caused by,
or arising out of or resulting from, the exercise or practice of the license granted hereunder
by LICENSEE or its officers, employees, agents or representatives, provided, _however, that
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LICENSEE dhdl not be required to indemnify or hold harmless any INDEMNITEE, from
any loses or clams dtributable to any infringement or aleged infringement of patents,
technology, trade secrets, or confidentid or proprietary know-how or information of third
parties by the PATENT RIGHTS or the TECHNOLOGY RIGHTS. Except as otherwise
provided in this Agreement, the obligations of LICENSEE under this Section shdl apply in
full force whether or not the clams and any losses resulted or are aleged to have resulted in

whole or in part from the acts or omissons of any INDEMNITEE; provided, however, that

the foregoing indemnity shal not apply to any clams or losses arising out of any act or
omisson condituting gross negligence, willful malfeasance, misconduct or bad faith of any
INDEMNITEE.

XIl. USE OF NAME

LICENSEE shdl not use the name of UT SOUTHWESTERN, INVENTORS,
SYSTEM, BOARD, ICRT or their respective Regents in any advertisng, promotiona or
sdes literature, or in any other form of publicity without prior written consent obtained from
each such party in each case. The foregoing notwithstanding, LICENSEE shall have the
right to identify such paties and to disclose the terms of this Agreement in any prospectus,
offering memorandum or other document or filing required by applicable securities laws or
other applicable law or regulation, provided that LICENSEE shdl have given each such
affected party a least ten (10) business days prior written notice of the proposed text of any
such identification or disclosure for the purpose of giving each such affected party the
opportunity to comment on and suggest amendments to such proposed text.

XIl. CONFIDENTIAL INFORMATION

13.1 BOARD and LICENSEE exch agree that dl information contaned in
documents marked “confidentid” which are forwarded to one by the other shdl be received
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in drict confidence, used only for the purposes of this Agreement, and not disclosed by the
recipient party (except as required by law or court order), its agents or employees without
the prior written consent of the other party, unless such information (@) was in the public
domain a the time of disclosure, (b) later became part of the public domain through no act
or omission of the recipient party, its employees, agents, successors or assigns, (C) was
lawfully disclosed to the recipient paty by third party having the right to disclose it, (d) was
dready known by the recipient paty a the time of disclosure, (€) was independently
developed or (f) is required to be submitted to a government agency pursuant to any
preexiging  obligation.

13.2 Each paty’s obligation of confidence hereunder shdl be fulfilled by usng the
d least same degree of care with the other party’s confidentia information it uses to protect
its own confidentid information. This obligation shal exist while this agreement is in force
and for a period of three (3) years theredfter.

XIV. PATENT AND INVENTIONS

UT SOUTHWESTERN shdl be responsble for the preparation, tiling, prosecution
and mantenance of al patent applications and paents included in PATENT RIGHTS.
LICENSEE dhdl remburse UT SOUTHWESTERN for dl reasondble atorneys fees (i)
incurred by UT SOUTHWESTERN subsequent to the EFFECTIVE DATE, or (ii) incurred
by UT SOUTHWESTERN prior to the EFFECTIVE DATE and for which invoices have
been submitted to LICENSEE in connection with the preparation, tiling and maintenance of
dl paent gpplications and patents included in PATENT RIGHTS, provided that patent
counsd sdected by UT SOUTHWESTERN is reasonably acceptable to LICENSEE.
Subsequent to the EFFECTIVE DATE, UT SOUTHWESTERN shall consult with
LICENSEE as to the preparation, filing, prosecution and maintenance of al such patent
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gpplications and patents in accordance with the procedures set forth on Exhibit C hereto and
incorporated herein by reference, and shdl furnish to LICENSEE copies of documents
rdevant to such preparation, filing, prosection or maintenance, including without limitation
invoices providing detailed descriptions of al costs and expenses incurred by UT
SOUTHWESTERN's patent counsd in connection therewith, sufficiently prior to filing such
documents or making any payment due thereunder to alow for review and comment by
LICENSEE. If, a any time, LICENSEE shal eect not to pay the expenses of any patent
application or patent included in PATENT RIGHTS, LICENSEE shall so notify UT
SOUTHWESTERN within thirty (30) days of such consultation and shdl thereby surrender

its rights under such paent application or patent; _provided, however, tha LICENSEE shdl

reman obligated to remburse UT SOUTHWESTERN for any costs incurred with respect to
such patent gpplication or paents prior to sad eection.
XV. GENERAL

15.1  This Agreement, the COAGULATION PATENT LICENSE AGREEMENT,
the OPTION TO LICENSE AGREEMENT, the Sponsored Research Agreement and the
Exhibits attached hereto and thereto condtimte the entire and only agreement between the
paties for LICENSED SUBJECT MATTER and dl other prior negotiations, representations,
agreements, and understandings are superseded hereby. No agreements dtering or
supplementing the terms hereof may be made except by means of a written document signed

by the duly authorized representatives of the parties.
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152  Any notice required by this License Agreement shall be given by prepaid, fist
class, cetified mail, return receipt requested, addressed in the case of BOARD to:

BOARD OF REGENTS

The Universty of Texas System

201 West Seventh Street

Audtin, Texas 78701

ATTENTION: Office of General Counsdl

with copies to:

UT SOUTHWESTERN
Peter H. Fitzgerald, Ph.D.
Executive Vice Presdent
for Business Affars

5323 Hary Hines Boulevad
Dallas, TX 75235-9013

and

UT SOUTHWESTERN

Katherine L. Chapman, J.D.

Asocigte Vice Presdent for

Legd Affars & Technology Transfer
5323 Hary Hines Boulevad

Dallas, Texas 75235-9008

or in the case of LICENSEE to:
PEREGRINE PHARMACEUTICALS, INC.
One Pdmer Square, Suite 530
Princeton, New Jersey 08542
ATTENTION: Jennifer H. Lobo

with copies to:
PALMER & DODGE
One Beacon Street
Boston, Massachusetts 02108
ATTENTION: Michael Lytton, Esq.

or such other address as may be given from time to time under the terms of this notice

provision
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15.3  LICENSEE snhdl comply with dl agpplicable federd, date and locd laws,
regulations, and ordinances in connection with its activities pursuant to this Agreement.

154  This License Agreement shal be construed and enforced in accordance with
the laws of the United States of America and of the State of Texas.

15,5 Falure of BOARD to enforce a right under this Agreement shdl not act as a
waver of that right or the ability to later assert tha right relative to the particular Stuation
involved.

15.6  Headings included herein are for convenience only and shal not be used to
congrue this Agreement.

15.7 If any provison of this Agreement shdl be found by a court to be void,
invdid or unenforcedble, the same shal be reformed to comply with applicable law or
dricken if no so conformable, so as not to affect the vdidity or enforcesbility of this

Agreement.

- 26 -

- 118 -



IN WITNESS WHEREOF, parties hereto have caused ther duly authorized

representatives to execute this Agreement.

BOARD OF REGENTS OF THE
UNIVERSTY OF TEXAS SYSTEM

By:
Ray Farabee

Vice Chancdlor and
Gengrd  Counsd

Date:

APPROVED ASTO FORM:

By:
Dudley R. Dobie, Jr., J.D.
Office of Generd Counsdl

Date:

APPROVED ASTO CONTENT:

UT SOUTHWESTERN

By:
Peter H. Fitzgerald, Ph.D.
Executive Vice Presdent
For Busness Affars

Date:

PEREGRINE PHARMACEUTICALS,
INC.

By:
Jennifer H. Lobo
President

Date:
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Exhibit A
Foreign Jurisdictions in which Patent
Applications Have Been Filed

Canada (File Reference UTSD:344)
Europe (File Reference UTSD:344)
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Exhibit B

Description of Third Paty Funding Agreements

ICRT:

The BOARD and ICRT hold certain individual and joint rightsin the LICENSED
SUBJECT MATTER. Upon execution of the ICRT ASSIGNMENT, BOARD represents and
warrants that all rights of ICRT inthe LICENSED SUBJECT MATTER (which are
exclusve under PATENT RIGHTS and non-exclusve under TECHNOLOGY RIGHTS) will
be assgned to BOARD.

Ddlas Biomedicd. Inc.:

Ddlas Biomedica, Inc. (“DBI") previoudy licensed a portion of the rights under the
LICENSED SUBJECT MATTER from BOARD pursuant to one or more license agreements,
which rights have been assigned back to BOARD by DBI. BOARD represents and warrants
that no rights are retained by DBI inthe LICENSED SUBJECT MATTER as aresult of such
license  agreements.

Pardee Foundation:

This funding arrangement involved an unencumbered gift of funds to SYSTEM by the
Pardee Foundation (“PARDEE”). BOARD has reviewed al documentation supplied to it by
PARDEE and, based upon such review (i) hereby represents and warrants that PARDEE has
no rights in the LICENSED SUBJECT MATTER and (ii) to the best knowledge of BOARD,
such documentation contains the entire agreement between PARDEE and BOARD with
respect to this funding arrangement.

Anonvmous _ Donor:

This funding arangement involved an unencumbered gift of funds to SYSTEM by an
anonymous donor (the “DONOR’). BOARD has reviewed al documentation supplied to it
by the DONOR and, based upon such review (i) hereby represents and warrants that the
DONOR has no rights in the LICENSED SUBJECT MATTER and (i) to the best knowledge
of BOARD, such documentation contains the entire agreement between the DONOR and
BOARD with respect to this funding arrangement.

Government  Funding  Arrangements:
BOARD may in the future enter into funding arangements with the Nationd Inditute
of Hedth and the American Cancer Society. BOARD will use its best efforts to ensure that

no rights are retained by such partiesin the LICENSED SUBJECT MATTER as aresult of
any such funding arangements other than customary governmenta rights.
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Exhibit C

Procedures for Maintenance of Patent Protection
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THE UNIVERSITY OF TEXAS
SOUTHWESTERN MEDICAL CENTER

AT DALLAS
Writer'y Direct Line:
Novenber 28, 1994 (214)648+3290
Jennifer H. Lobo
Presi dent _
Peregrine Pharmaceuticals, Inc.

One Pal nmer Square, Suite 530
Princeton, NJ 08542

Dear Ms. Lobo:

Upon receipt of the fully executed l|icense agreements, option
agreenent and sponsored research agreenent from uT System | will
make the follow ng instructions to Arnold, white and Durkee:

(1) Al conmmunications between the Ofice of Legal Affairs
and Technology Tranafer at UT Southwestern, the Board
of Regents and Arnold, Wite and Durkee regarding new
di scl osures, patent applications and patents covered by
the proposed agreements with Peregrine wfll be copied
to Peregrine and to Pennie & Edmonds (1155 Avenue of
the Americas, New York, NY 10036, Attn: Laura Coruzzi,
Esq.) concurrently with copies provided to the
applicable party. This wll include, but not be
limted to, all status reports, any and all filing
deadline notices, declarations patent applications and
responses to office actions. Arnold, Wite and Durkee
will consult with Pennie & Ednonds in all substantive
matters relating to the patents and patent applications
included in the proposed agreements wth Peregrine.

(2) ur Southwestern wll assist Peregrine regardi n?
requests for estimates regarding (i) patent related
expenses associated with future patent filings
contenplated by Board and Peregrine, or (ii) patent
rel ated expenses relating to the ongoi ng prosecution of
existing applicationa. Estimates wll be delivered to
Peregrine according to the notice request detailed in
sect 4on (1) above and sufficiently prior to the
commencenent of work on such matters in order to permt
Peregrine to review and conmment upon such estimtes and
to deternmine whether such work should be undertaken.
Peregrine may request a review of estimates provided by
pat ent counsel selected by the Board of Regents. IS
Peregrine determnes that the estinmates ﬁrovi ded by
Board's patent counsel are unreasonably high, Board

agrees to discuss the situation in good faith wth
Peregri ne.

Office of G Vice Presidest for Afirsand T Tramber
5323 Harry Higes Blvd. / Daflag, Texas 752359008 / (214)648-2389  FAX (214)648-8805
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It iS our goal to cooperate fully with Peregrine's information
needs regarding the patents and patent applications. W
recognize the inportance of not |eopardizing the value of any
Board-owned intellectual property of interest to Peregrine.

Sincerely, .

Or,

Ray Wheatley, 8.
Licensing Associate
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COAGULATION PATENT LICENSE AGREEMENT
BETWEEN UNIVERSTY OF TEXAS SYSTEM
PEREGRINE PHAéICIlRCEUTICALS, INC.

THIS AGREEMENT is made by and between the BOARD OF REGENTS (BOARD)
OF THE UNIVERSITY OF TEXAS SYSTEM (SY STEM), an agency of the State of Texas,
whose address is 201 West 7th Street, Audtin, Texas 78701 and PEREGRINE
PHARMACEUTICALS, INC. (LICENSEE), a Delaware corporation having a principal
place of business located @ One Pdmer Square, Suite 530, Princeton, New Jersey 08542.

WITNESSETH:

Wheress BOARD and SCRIPPS RESEARCH INSTITUTE (SCRIPPS) jointly crested
certain COAGULATION PATENT RIGHTS and COAGULATION TECHNOLOGY
RIGHTSrelated to LICENSED SUBJECT MATTER, which were developed at The
Universty of Texas Southwesern Medicd Center a Ddlas (UT SOUTHWESTERN),
located a 5323 Harry Hines Boulevard, Dalas, Texas 75235, a component inditution of
SYSTEM;

Whereess BOARD desres to have the LICENSED SUBJECT MATTER developed and
used for the benefit of LICENSEE, the INVENTORS (as hereinafter defined), BOARD, UT
SOUTHWESTERN and the public as outlined in the Intellectud Property Policy promulgated
by the BOARD; and

Whereas LICENSEE wishes to obtan a license from BOARD to practice LICENSED
SUBJECT MATTER,;

NOW, THEREFORE, in consderation of the mutua covenants and premises herein

contained, the parties hereto agree as follows:
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|. EFFECTIVE DATE

This Agreement shdl be effective as of the date the last party executes this
Agreement, subject to approval by BOARD (EFFECTIVE DATE).

II. DEFINITIONS

As used in this Agreement, the following terms shdl have the meanings indicated:
2.1 ADDITIONAL PATENT BIGHTS shall mean BOARD' srightsin information
or discoveries covered by the following paents and/or patent agpplications which relate to the
LICENSED FIELD, whether domestic or foreign, as wel as dl divisons, continuations and
continuations-in-part arisng from research funded in whole or in pat by LICENSEE, as wel
a8 reissues, reexaminations or extensons thereof:
(8 US Paent Application Number 07/856,018, filed March 23, 1992,
which corresponds to UT Southwestern file reference UTSD:280, entitled
“Preparation and Use of Polyanionic Polymer-Based Conjugates Targeted to
Vascular  Endotheid  Cdls’, which names Philip Thorpe as Inventor;
(b) International Patent Application Number PCT/US98/02619, filed
March 22, 1993, which corresponds to UT Southwestern file reference
UTSD:345, entitlted “Preparation and Use of Polyanionic Polymer-Based
Conjugates Targeted to Vascular Endothelid  Cdls’, which names Philip
Thorpe as Inventor; and
(c) European Paent Application Number 93 907 633.7, filed October
17, 1994, which corresponds to UT Southwestern file reference UTSD: 345,
entitted “Preparation and Use of Polyanionic Polymer-based  Conjugates
Targeted to Vascular Endothelid Cells’, which names Philip Thorpe as

Inventor.
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2.2 COAGULATION PATENT RIGHTS shdl mean BOARD'srightsin
information or discoveries covered by the following patent application, as wel as dl
divisons, continuations, and continuations-in-part arising from research funded in whole or
in pat by LICENSEE, as wel as reissues, reexaminations or extensons thereof:

(a) U.S Paent Application Number SN08/273,567 filed July 6,
1994, which corresponds to UT SOUTHWESTERN File Reference
UTSD:419, entitted “Methods and Compostions for the Coagulation of Tumor
Vasculature”, which names Philip Thorpe as INVENTOR.

Notwithstanding anything to the contrary in this Section 2.2, it is hereby
acknowledged and agreed that COAGULATION PATENT RIGHTS for purposes of this
Agreement do not include BOARD's rights in PATENT RIGHTS, which ae licensed to
LICENSEE under the PATENT LICENSE AGREEMENT executed by LICENSEE and
BOARD concurrently with the execution of this Agreement.

2.3 COAGULATION TECHNOLOGY RIGHTS shdl mean BOARD'srightsin
any technica information, know-how, process, procedure, compostion, or device, method,
formula, protocol, technique, software, design, drawing, data, biologicd and other materiads
relaing to technologies arisng from work in which Philip Thorpe participates and useful in
targeting therapeutic and diagnogtic compounds to tumor vasculature in humans and which
ae not covered by COAGULATION PATENT RIGHTS but which are necessay or useful
for practicing any inventions at any time covered by COAGULATION PATENT RIGHTS.

2.4  COMMERCIAL INTRODUCTION shdl memn the date of the firs
commercid SALE of a LICENSED PRODUCT by LICENSEE or any sublicensee in any

country.
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2.5 LICENSED FIELD dhal mean targeting thergpeutic and diagnostic compounds
to tumor vasculaure in humans.

2.6 LICENSED PRODUCT shal mean any product SOLD by LICENSEE
comprisng LICENSED SUBJECT MATTER pursuant to this Agreement.

2.7 LICENSED SUBJXECT MATTER ghdl mean inventions and discoveries
covered by COAGULATION PATENT RIGHTS or COAGULATION TECHNOLOGY
RIGHTS within the LICENSED FIELD.

2.8 LICENSED TERRITORY g<hdl mean the world.

2.9 NET SALES ddl mean the gross revenues received by LICENSEE from the
SALE of LICENSED PRODUCTS less sdes andlor use taxes actudly paid, import andlor
export duties actudly pad, outbound transportation prepaid or alowed, and amounts alowed
or credited due to returns (not to exceed the origind hilling or invoice amount).

2.10 OPTION TO LICENSE AGREEMENT shall mean that certain OPTION TO
LICENSE AGREEMENT dated as of even date herewith by and between LICENSEE and
BOARD pursuant to which BOARD has granted LICENSEE the option to acquire the
ADDITIONAL PATENT RIGHTS.

211 PATENT LICENSE AGREEMENT shdl mean that certain PATENT
LICENSE AGREEMENT dated as of even date herewith by and between LICENSEE and
BOARD pursuant to which BOARD has licensed the PATENT RIGHTS to LICENSEE.

2.12 PATENT RIGHTS ghdl mean BOARD'’s rights in informaion or discoveries
covered by the following patents and/or patent applications which relae to the LICENSED
FIELD, whether domestic or foreign, as well as dl divisons continuations and
continuations-in-part arisng from research funded in whole or in pat by LICENSEE, as well
a8 reissues, reexaminations or extensions thereof:

_4-
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(@ U.S Paent 4,880,935, issued November 14, 1989, entitled
“Heterobifunctiond  Linking Agents Derived from  N-Succinimido-Dithio-Alpha
Methyl-Methylene-Benzoates’, which names Philip Thorpe as inventor
(INVENTOR);

(b) U.S. Patent 5,338,542, issued August 16, 1994 entitled "Disulfide
Linked Immunotoxins’ which names Philip Thorpe as INVENTOR;

() U.S. Patent Application Number 07/846,349, tiled March 5 1992,
now abandoned, which corresponds to UT SOUTHWESTERN file reference
UTSD:279, entitled “Methods and Compostions for Targeting the Vasculature
of Solid Tumors’, which names Philip Thorpe and Francis Burrows as
INVENTORS;

(d) Internationd Patent Application Number PCT/US93/01956
(International  Publication Number WQ93/17715), tiled March 5, 1993, which
corresponds to UT SOUTHWESTERN file reference UTSD:344, entitled
“Diagnogtic and/or Therapeutic Agents Targeted to Neovascular Endothelia
Cdls’, which names Philip Thorpe and Francis Burrows as INVENTORS,

(e US Paent Application Number 08/205,330, filed Mach 2, 1994,
which corresponds to UT SOUTHWESTERN file reference UTSD:393,
entitted “Methods and Compostions for Targeting the Vasculaure of Solid
Tumors’, which names Philip Thorpe and Francis Burrows as INVENTORS;
and

(f) European Patent Application Number 93 906 289.9, filed October 5,
1994, which corresponds to UT SOUTHWESTERN file reference UTSD:344,
entitted “Diagnogtic and/or Therapeutic  Agents Targeted to Neovascular
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Endothelid Cdls’, which names Philip Thorpe and Francis Barows as
INVENTORS.

213 PHASEI TRIAL INITIATION shall mean the commencement of a Phase |
Clinicd Trid on a LICENSED PRODUCT.

2.14 PHASE II TRIAL COMPLETION ghdl mean the submisson to the US Food
and Drug Adminigration (FDA) of the find data resulting from completion of a Phase I
Clinicd Trid on a LICENSED PRODUCT.

215 SALE, SELL or SOLD snhdl mean the transfer or dispostion of a LICENSED
PRODUCT for valueto a party other than LICENSEE or aSUBSIDIARY.

2.16 SUBLICENSEE GROSS REVENUES ghdl mean the gross revenues and other
condderation recelved by LICENSEE from any sublicensees of LICENSEE incorporating
LICENSED SUBJCT MATTER, excluding (@ payments made by any sublicensee in
condgderation for the issuance of equity or debt securities of LICENSEE, (b) payments made
by any sublicensee to support or fund research activities to be undertaken by LICENSEE, (c)
up-front payments made in consderation or recognition of prior research and development
efforts undertaken by LICENSEE, and (d) payments made by any sublicensee upon the
achievement of specified milestones or benchmarks relating to the development of the
LICENSED PRODUCTS sublicensed to sublicensee, other than roydty payments.
Notwithstanding subpart (d) above, if the roydty rate charged by LICENSEE for
sublicensing any LICENSED PRODUCT is less than four percent (4%). then the parties will
mutudly agree to an equitable sharing arangement with respect to license fee, milestone,
benchmark or other payments. If non-monetary consideration is so received, then a
commercidly reasonable monetary vaue will be assgned for purposes of caculaing
BOARD's dhae of SUBLICENSEE GROSS REVENUES

-6 -
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2.17 SUBSIDIARY shdl mean any busness entity more than 50% owned by
LICENSEE, any busness entity which owns more than 50% of LICENSEE, or any business
entity that is more than 50% owned by a business entity that owns more than 50% of
LICENSEE.

l1l. WARRANTY; SUPERIOR-RIGHTS

31 BOARD represents and warrants that it is the owner of right, title, and interest
inand to LICENSED SUBJECT MATTER, and that it has the sole right to grant licenses
thereunder, and that it has not granted licenses thereunder to any other entity that would
redrict rights granted hereunder except as stated herein.

3.2 BOARD hereby represents and warrants that Section 2.2 ligs the patents and
patent gpplications in the LICENSED FIELD to which the BOARD has rights and which
aise from work involving Philip Thorpe (other than patents and patent applications covered
by PATENT RIGHTS or by ADDITIONAL PATENT RIGHTS), and that the patent
aoplication set forth in Section 2.2 was duly tiled in the United States on the date indicated
therein.

IV. LICENSE

4.1 BOARD hereby grants to LICENSEE a roydty-bearing, exclusive license
under COAGULATION PATENT RIGHTS, and a roydty-bearing exclusve license under
COAGULATION TECHNOLOGY RIGHTS to manufacture, have manufactured, use, and/or
SELL LICENSED PRODUCTSwithin LICENSED TERRITORY for use within LICENSED
FIELD. This grant shdl be subject to the payment by LICENSEE to BOARD of dl
condderation as provided in this Agreement, and shdl be further subject to rights retained by

BOARD to:
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(a)  Publish the genera scientific findings from research related to
LICENSED SUBJECT MATTER,; provided, that, in order to avoid possible loss of rightsin
the COAGULATION PATENT RIGHTS, BOARD hereby agrees to submit any maerids
relaing to a planned publication to LICENSEE a least sxty (60) days prior to the date of
planned submisson for publication. If, within thirty (30) days of receipt of such materials,
LICENSEE notifies BOARD that it dedres to tile patent gpplications pertaning to any
inventions contained in such materids, BOARD shdl defer publication or other disclosure for
an additiona period, not to exceed ninety (90) days, sufficient to permit such desred patent
goplications to be tiled.

(b) Use LICENSED SUBJECT MATTER for research, teaching and other
educationdly-related purposes a any inditution within the SYSTEM.

4.2  BOARD hereby aso grantsto LICENSEE afirst option to obtain aroyaity-
bearing exclusve license to any inventions in the LICENSED FIELD which aise from work
funded by LICENSEE in which Philip Thorpe participates and which have applications in the
LICENSED FIELD (collectivdy, “IMPROVEMENTS"). The option for any such
IMPROVEMENTS shdl extend for a period of ninety (90) days from the date LICENSEE
receves written notice from BOARD disclosng such IMPROVEMENTS. During such
ningy (90) day period, BOARD dhdl reasonably make avalable to LICENSEE any other
information in its possesson or control which would be useful to LICENSEE in evauaing
the IMPROVEMENT, subject to such reasonable confidentiaity undertakings as BOARD
shal require. LICENSEE may exercise its option by informing BOARD in writing during
such ninety (90) day period tha it intends to commercidize the IMPROVEMENT as soon as
practicable, consstent with sound and reasonable business practice and judgment. Upon
exercise of LICENSEE's option, such IMPROVEMENT shal become subject to the terms
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and conditions of this License Agreement. In the event that LICENSEE fals to exercise its
option with respect to any IMPROVEMENT as provided herein, BOARD shdl have the right
to enter into license agreements concerning such IMPROVEMENT with third parties
provided the terms and conditions thereof are not, in genera, more favorable than those
teems and conditions provided under this License Agreement, unless BOARD has offered the
new tems and conditions to LICENSEE and LICENSEE has refused to accept them.

4.3 BOARD hereby dso grants to LICENSEE a firg option to negotiate and
acquire an exclusve, worldwide, royaty-bearing license to any inventions outsde the
LICENSED FIELD which arise from work funded by LICENSEE. The option for any such
inventions shal extend for a period of ninety (90) days from the date LICENSEE receives
written notice from BOARD disclosing such invention. LICENSEE may exercise its option
by informing BOARD in writing during such ninety (90) day period that it intends to
commercidize the invention as soon as precticable, consstent with sound and reasonable
busness judgment. Upon exercise of LICENSEE's option, BOARD and LICENSEE ghdl
enter into good fath negotiaions regarding the terms and conditions of said license and
further agree to negotiate license rates and other payments which are fair and reasonable to
both parties. If BOARD and LICENSEE ae unable to agree on the terms of a license within
ninely (90) days following the exercise of LICENSEE's option, BOARD shdl have the right
to enter into license agreements concerning the invention with third parties;, provided,

however, such licenang agreements shdl be on terms no less favorable to BOARD then

BOARD's find offer to LICENSEE.
4.4  LICENSEE shdl have the right to extend the license granted herein to any
SUBSIDIARY  provided tha such SUBSIDIARY consents to be bound by this Agreement to

the same extent as LICENSEE.
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4.5 LICENSEE shdl have the right to grant sublicenses in accordance with the
teems and conditions of this Agreement. LICENSEE agrees to deliver to BOARD a true and
correct copy of each sublicense granted by LICENSEE, and any modification or termination
thereof, within thirty (30) days after execution, modification, or termination. If any
sublicensee falls to pay any roydty payment to LICENSEE on the date provided in such
sublicense, LICENSEE shdl, within thirty (30) days of such scheduled payment date, take
steps to require such sublicensee to cure such default. If such default is not cured by such
sublicensee within an additiond ninety (90) day period, LICENSEE shdl terminate such
sublicense. If LICENSEE fals to terminate any sublicense as provided herein, LICENSEE
shdl be responsible for the payment of roydties owed by such sublicensee under this
Agreement whether or not paid to LICENSEE by such sublicensee. Upon termingtion of this
Agreement, any and dl exiging sublicenses granted by LICENSEE shdl be assgned to
BOARD.

4.6 BOARD sndl have the right & any time dafter five (5) years from the date of
this Agreement, to terminate the exclugvity of the license granted herein in any nationa
jurisdiction within LICENSED TERRITORY if LICENSEE, within ninety (90) days after
written notice from BOARD as to such intended termination of exclusvity, fals to provide
written evidence tha it has commercidized or is activey attempting to commercidize an
invention licensed hereunder within such jurisdiction. BOARD agrees to negotiate in good
fath with LICENSEE for adjusing terms under such a non-exclusve arrangement. BOARD
shdl have the right a any time after seven (7) years from the date of this Agreement to
terminate the license completdy in any naiond jurisdiction if LICENSEE, within ninety (90)
days after written notice from BOARD of such intended termination, fals to provide written
evidence tha it has commercidized or is actively attempting to commercidize an invention
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licensed hereunder within such jurisdiction. Evidence provided by LICENSEE that it has an
ongoing and active research, development, manufacturing, marketing or licensng program as
appropriate, directed toward production and sde of products based on COAGULATION
PATENT RIGHTS or COAGULATION TECHNOLOGY RIGHTS within such jurisdiction
shdl be deemed satisfactory evidence.

V. PAYMENTS AND REPORTS

5.1  Subject to Section 5.1¢h) of this Agreement, in condderation of rights granted
by BOARD to LICENSEE under this Agreement, LICENSEE agrees to pay BOARD the
following:

(a) A PHASEI TRIAL INITIATION milestone payment of seventy five

thousand dollars ($75,000) payable within thirty (30) days of the ealier of: (i)

February 1, 1997, or (ii) PHASE | TRIAL INITIATION.

(b) A PHASE Il TRIAL COMPLETION milestone payment of one
hundred thousand dollars ($100,000) payable within thirty (30) days of the earlier of:

(i) February 1, 2000, or (i) PHASE Il TRIAL COMPLETION.

(©) A miletone payment for COMMERCIAL INTRODUCTION of each

LICENSED PRODUCT in the amount of three hundred thousand dollars ($300,000)

payable to BOARD within thity (30) days of COMMERCIAL INTRODUCTION of

the LICENSED PRODUCT. All COMMERCIAL INTRODUCTION milestone

payments shal be credited againgt royadty payments due under Paragraph 5.1 on a

LICENSED PRODUCT-by-LICENSED PRODUCT basis.

(d A runing earned roydty equa to four percent (4%) of NET SALES of

LICENSED PRODUCTS incorporating COAGULATION PATENT RIGHTS,

provided, however, if a LICENSED PRODUCT incorporates technology not covered
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by COAGULATION PATENT RIGHTS, the running royalty to be paid under this
Section shal be reduced to two percent (2%) of NET SALES of LICENSED
PRODUCTS. In the event any LICENSED PRODUCT incorporating
COAGULATION PATENT RIGHTS is sold as a component of a combination of
active dements, NET SALES for purposes of determining roydty payments on such
combination shal be cdculated by multiplying NET SALES of such combinaion by
the fraction A over A+B, inwhich“A” isthe gross selling price of the LICENSED
PRODUCT portion of the combination when sold separately during the accounting
period in which the sale was made, and "B" is the gross selling price of the
non-LICENSED PRODUCT portion of the combination sold separately during the
accounting period in question. In the event that no separaie sde of either such
above-desgnated LICENSED PRODUCT or such above-designated non-LICENSED
PRODUCT portion of the combination is made during the accounting period in which
the sdlewas made, NET SALES shall be calculated by multiplying NET SALES of
such combination by the fraction C over C+D, in which"C" is the standard
fully-absorbed cost of the LICENSED PRODUCT portion of such combination, and
"D" is the standard fully absorbed cost of the other component(s), such costs being
arived a& usng the standard accounting procedures of LICENSEE which will be in
accord with generally accepted accounting practices. Notwithstanding the foregoing,
under no circumstances shal the roydty provided for in this Section 5.1(f) be reduced
to less than two percent (2%) of NET SALES of LICENSED PRODUCTS
incorporating COAGULATION PATENT RIGHTS. No roydties shdl be payable to
BOARD under this Section 5.1¢d) with respect to SALES for which a roydty is
payable under the PATENT LICENSE AGREEMENT.

-12.

- 136 -



{e) A running earned roydty equad to one percent (1%) of NET SALES of
LICENSED PRODUCTS covered by COAGULATION TECHNOLOGY RIGHTS
only. No royalty shall be payable to BOARD under this Paragraph 5.1(e) with
respect to SALES for which a roydty is payable under Paragraph 5. 1(d) or under the
PATENT LICENSE AGREEMENT.

()  Fifty pecent (50%) of the SUBLICENSEE GROSS REVENUES,

provided, however, in the event that LICENSEE raises capitd from any source

(including, without limitation, from the issuance of common or preferred stock, debt,
warrants or from licensng fees) in the aggregaie amounts hereinafter set forth, such

percentage shdl be reduced as follows:

Percent of
Aggregate Canitalization Sublicensee  Gross  Revenues
$2.,000,000 - 5,000,000 35%
$5,000,001 - 10,000,000 25%
Greater than $10,000,000 20%

In the event that LICENSEE sublicenses LICENSED SUBJECT MATTER in
combination with other product(s) for use in the LICENSED FELD which are not
LICENSED PRODUCTS (hereinafter “OTHER ITEMS”), the SUBLICENSEE
GROSS REVENUES for purposss of determining payment to BOARD on the
combination shdl be caculated as follows
(i) If dl LICENSED PRODUCTS and OTHER ITEMS contained
in the combindion ae avalable separaidly, SUBLICENSEE GROSS
REVENUES for purposss of determining payments due BOARD will be
cdculated by multiplying the SUBLICENSEE GROSS REVENUES of the

combination by the fraction A/(A+B), where A is the gross sdling price of dl
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LICENSED PRODUCTS in the combinaion, and B is the gross sdling price
for dl OTHER ITEMS in the combinaion sold separatdly during the
accounting period in  question.

(i) If no separate sde of ether such LICENSED PRODUCTS or
OTHER ITEMS is made during the accounting period in which such sde is
made, SUBLICENSEE GROSS REVENUES for purposes of determining
payments due BOARD ddl be cdculaed by multiplying the SUBLICENSEE
GROSS REVENUES of the combination by the fraction C over C+D, in
which "C" is the dandard fully-absorbed cogt of the LICENSED PRODUCT
portion of such combination and "D" is the standard fully-absorbed cost of the
OTHER ITEMS, such coss being arived a using the standard accounting
procedures of LICENSEE which will be in accordance with generdly accepted
accounting  practices.

Under no drcumdances shdl the percentage of SUBLICENSEE GROSS REVENUES
provided for in this Section 5.1(f) be reduced to less than ten percent (10%).

(g)  The paties hereto agree that if economic or politicad conditions change
sufficiently so as to affect the continued applicability of the assumptions made in negotiating
the dates of the milesone payments agreed to in this Section 5.1, they will negotiate in good
fath a reasonable extenson of the dates of such milestone payments in accordance with such
changed economic or politicd conditions.

(h) Notwithgtanding anything to the contrary in this Agreement, it is hereby
acknowledged and agreed by the parties hereto that (i) the amounts payable by LICENSEE
pursuant to Sections 5.1(a) and (b) of this Agreement are onetime license fees payable by
LICENSEE only with respect to the fird LICENSED PRODUCT of LICENSEE and (ii) no
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amounts shal be pad by LICENSEE pursuant to such Sections to the extent that such
payments have been made by LICENSEE under the PATENT LICENSE AGREEMENT.
5.2 During the term of this Agreement and for one (1) year theresfter, LICENSEE
shdl keep complete and accurate records of its SALES and NET SALES of LICENSED
PRODUCTS and dl SUBLICENSEE GROSS REVENUES received by LICENSEE under
the license granted in this Agreement in sufficient detal to endble the roydties payable
hereunder to be determined. LICENSEE <hdl permit BOARD or its representatives, a
BOARD's expense, to periodicaly examine its books, ledgers, and records during regular
business hours for the purposes of and to the extent necessary to verify any report required
under this Agreement. If any such inspection reveds that the aggregate of roydties pad
during any four (4) consecutive cadendar quarters was less than the amount that should have
been pad under this Agreement, LICENSEE <hdl remit to BOARD the amount of such

deficiency; provided. that, if such deficiency is more than five percent (5%) of the amount

that should have been paid, LICENSEE shall remit to BOARD, in addition to the amount of
such deficiency, the reasonable expenses of the inspection conducted by BOARD. If
LICENSEE or BOARD disputes any deficiency or expenses provided in this Section 52, the
dispute shdl be referred to an independent accountant selected by mutua agreement of
BOARD and LICENSEE, whose decison will be hinding and find on the paties hereto. If
a decigon is entered against LICENSEE by such independent accountant for the amount of
such deficiency or expenses, LICENSEE agrees to remit to BOARD, in addition to any other
amounts provided for in this Section 5.2, accrued interest on such deficiency through the date
of such decison a the highest dlowable rate.

5.3  Within thirty (30) days after March 31, June 30, September 30, and December
3 1 of each year, LICENSEE shdl deliver to BOARD a true and accurate report which shall
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describe (a) the quantities of LICENSED SUBJECT MATTER that it has produced; (b) the
tota SALES; (c) the calculation of royalties thereon; and (d) the total royaties so computed
and due Smultaneoudy with the deivery of each such report, LICENSEE shdl pay to
BOARD the amount, if any, due for the period covered by such report. If no payments are
due, it shdl be so reported.

5.4  Upon the request of BOARD but not more often than once per cadendar year,
LICENSEE gshdl ddiver to BOARD a written report as to LICENSEE's efforts and
accomplishments  during the preceding year in commercidizing LICENSED SUBJECT
MATTER in vaious pats of the LICENSED TERRITORY and its commercidization plans
for the upcoming year.

5.5 All amounts payable hereunder by LICENSEE <hdl be payable in United
States funds without deductions for taxes, assessments, fees, or charges of any hind.  Checks
shdl be made payable to UT SOUTHWESTERN and sent to:

UT. Southwestern Medicad Center

Office of Legd Affars & Technology Transfer
5323 Hary Hines Boulevard

Ddlas, Texas 752359008

Attn: Ray Wheatley

V1. SPONSORED RESEARCH

6.1  LICENSEE will sponsor and financidly support research, clinicd activities or
other mutualy agreesble prograns @& UT SOUTHWESTERN in accordance with the terms
and subject to the conditions of the Sponsored Research Agreement executed by LICENSEE
and UT SOUTHWESTERN concurrently with the execution of this Agreement.

VIl. TERM_AND TERMINATION

7.1  The Term of this Agreement shal extend from the Effective Date set forth
hereinabove to the full end of the term or terms for which COAGULATION PATENT
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RIGHTS have not expired and if only COAGULATION TECHNOLOGY RIGHTS are
licensed and no COAGULATION PATENT RIGHTS are applicable, then, on a per-product
bass, (i) with respect to LICENSED PRODUCTS which have an FDA-approved therapeutic
indication for humans, for a term of seven (7) years from the date of COMMERCIAL
INTRODUCTION of any such product and (ii) with respect to LICENSED PRODUCTS
which have an FDA-gpproved diagnogtic indication for humans, for a term of seven (7) years
from the date of COMMERCIAL INTRODUCTION of such product.

7.2 This Agreement will ealier terminate

(a) upon thii (30) days written notice if LICENSEE shall default in its obligation
to make payments, if any are due, in accordance with Section V or Section XIV hereunder or
Section 3 of the Sponsored Research Agreement; provided, however, LICENSEE may avoid
such termination if before the end of such notice period LICENSEE cures its default; or

(b)  automaticdly if LICENSEE shdl become bankrupt or insolvent andlor if the
business of LICENSEE shdl be placed in the hands of a recelver, assgnee, or trustee,
whether by voluntary act or LICENSEE or otherwise

()  upon ninety (90) days written notice if LICENSEE shdl breach or default on
any obligation under this License Agreement or the Sponsored Research Agreement;
provided, however, LICENSEE may avoid such termination if before the end of such period
LICENSEE notifies BOARD that such breach has been cured, dtates the manner of such cure
and in fact the breach has been cured.

(d)  Under the provisons of Paragraph 4.4 if invoked.

7.3 Upon termination of this Agreement for any cause, nothing heren shdl be
condrued to release ether party of any obligation matured prior to the effective date of such
termination.  LICENSEE may, dfter the effective date of such termination, sdl Al
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LICENSED PRODUCT and partstherefor that it may have on hand at the date of
termination, provided that it pays running royaty eaned thereon as provided in this
Agreement.

VIII. INFRINGEMENT BY THIRD PARTIES

81  Each paty shdl inform the other promptly in writing of any aleged
infringement of the COAGULATION PATENT RIGHTS by athird party, including al
Oetails then avalable LICENSEE shall have the right, but shall not be obligated, to
prosecute a its own expense any such infringements, and BOARD agrees that LICENSEE
may join BOARD as a plantiff a the expense of LICENSEE. In any infringement action
commenced or defended solely by LICENSEE, al expenses and dl recovery for
infringement shdl be those of LICENSEE. Inany such action by LICENSEE, BOARD shal
be entitted to receive an amount equa to the applicable roydties on any recovery of profits
and damages that is in excess of LICENSEE's reasonable costs and expenses. No
seftlement, consent judgment or other voluntary final dispostion of the suit may be entered
into without BOARD’s consent, which consent shal not be unreasonably withheld, delayed
or condiitioned.

If LICENSEE has not commenced legd action or been successful in obtaining
cessdtion of the infringement within ninety (90) days of written notification from BOARD of
such infringement, or if LICENSEE elects not to continue prosecuting any legd action
agang an infringer, BOARD shdl have the right, but shdl not be obligaied, to prosecute at
its own expense any such infringement. BOARD may join LICENSEE as a plaintiff in any
such infringement suit & BOARD’'s expense. No sdttlement, consent judgment or other
voluntary fina disposition of the suit may be entered into without LICENSEE's consent,
which consent shal not be unreasonably withheld, delayed or conditioned.
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In the event that LICENSEE and/or BOARD do not file suit against, conclude
sdtlement negotiations with, or grant a license to a subgtantid infringer of COAGULATION
PATENT BIGHTS within one (1) year of knowledge thereof, then the parties will consult
with one another in an effort to determingwhether a reasonably prudent licensee would
inditute litigation, conclude seftlement negotiations, and/or grant a license within the one (1)
year time period described above in order to enforce the patent in question in light of al
relevant business and economic factors (including, but not limited to, the projected cost of
such litigation, the likelihood of success on the merits, the probable amount of any damage
awvard, the prospects for sdtisfaction of any judgment against the dleged infringer, the
posshility of counterclams aganst LICENSEE and BOARD, the diverson of LICENSEE's
human and economic resources, the impact of any possble adverse outcome on LICENSEE,
and the effect any publicity might have on the respective reputations and goodwill of the
paties). If after such consultation, the parties have not reached agreement and LICENSEE
does not forthwith file suit againgt, enter into seftlement negotiations with or grant a license
to the subgtantid infringer, then BOARD shdl have the right to enforce any PATENT
BIGHT, licensed hereunder on behdf of itsdf and LICENSEE (BOARD retaining dl
recoveries from such enforcement), and BOARD shdl have the right to reduce the license
granted hereunder to nonexclusve in the nationa jurisdiction in which suit is brought.

In any infringement suit that either party brings to enforce the COAGULATION
PATENT BIGHTS, the other paty shdl a the request and expense of the party bringing the
suit, cooperate in dl reasonable respects, including, to the extent possible, obtaining the
tetimony of its employees and agents and making avalable physica evidence in the

possession of that party.
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IX. ASSIGNMENT

This Agreement shal not be assignable or otherwise transferrable by LICENSEE
without the prior written consent of BOARD, which consent shal not be unreasonably
withheld, except that LICENSEE may assign or otherwise transfer its rights under this
Agreement to the following parties without obtaining BOARD's consent: (i) a successor to
LICENSEE's business, or a successor to that portion of LICENSEE'S business that pertains
to the subject matter of the COAGULATION PATENT RIGHTS or any COAGULATION
TECHNOLOGY RIGHTS, and (i) any entities controlled by, controlling, or under common
control  with LICENSEE.

X. PATENT MARRING

LICENSEE agrees to mak permanently and legibly al products and documentation
manufactured or sold by it under this Agreement with such patent notice as may be permitted
or required under Title 35, United States Code.

XI. INDEMNIFICATION

LICENSEE shal hold harmless and indemnify BOARD, INVENTORS, SYSTEM,
UT SOUTHWESTERN, and ther respective Regents, officers, employees and agents (each,
an “INDEMNITEE") from and against any liability, loss or damage they may suffer asa
result of claims, demands, or causes of action whatsoever, including without limitation those
aisng on account of any injury or death of persons or damage to property caused by, or
arising out of or resulting from, the exercise or practice of the license granted hereunder by

LICENSEE or its officers, employees, agents or representatives, provided, however, that

LICENSEE dhdl not be required to indemnify or hold harmless any INDEMNITEE, from
any losses or clams attributable to any infringement or aleged infringement of patents,
technology, trade secrets, or confidentidd or proprietary know-how or information of third
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parties by the COAGULATION PATENT RIGHTS or the COAGULATION

TECHNOLOGY RIGHTS. Except as otherwise provided in this Agreement, the obligations
of LICENSEE under this Section shdl apply in full force whether or not the clams and any
losses resulted or are dleged to have resulted in whole or in part from the acts or omissions

of any INDEMNITEE; provided, however, that the foregoing indemnity shall not apply to

ay clams or losses aising out of any act or omission condtituting gross negligence, willful

malfeasance, misconduct or bad fath of any INDEMNITEE.

XIl. USE OF NAME

LICENSEE shal not use the name of UT SOUTHWESTERN, INVENTORS,
SYSTEM, BOARD or their respective Regents in any advertisng, promotiond or sdes
literature, or in any other form of publicity without prior written consent obtained from each
such party in each case. The foregoing notwithstanding, LICENSEE shall have theright to
identify such parties and to disclose the terms of this Agreement in any prospectus, offering
memorandum or other document or filing required by applicable securities laws or other
applicable law or regulation, provided that LICENSEE shdl have given each such affected
paty a least ten (10) business days prior written notice of the proposed text of any such
identification or disclosure for the purpose of giving each such affected party the opportunity
to comment on and suggest amendments to such proposed text.

XIll. CONFIDENTIAL INFORMATION

13.1 BOARD and LICENSEE each agree tha dl informaion contaned in
documents marked “confidentia” which are forwarded to one by the other shal be received
in srict confidence, used only for the purposes of this Agreement, and not disclosed by the
recipient party (except as required by law or court order), its agents or employees without
the prior written consent of the other party, unless such information (@) was in the public
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domain a the time of disclosure, (b) later became part of the public domain through no act
or omisson of the recipient paty, its employees, agents, successors or assigns, (C) was
lawfully disclosed to the recipient party by third paty having the right to disclose it, (d) was
dready known by the recipient paty a the time of disclosure, (€) was independently
developed or (f) is required to be submitted to a government agency pursuant to any
preexising  obligation.

132 Each party's obligation of confidence hereunder shadl be fulfilled by using the
a least same degree of care with the other party’s confidentia information it uses to protect
its own confidential information. This obligation shdl exist while this agreement is in force
and for a period of three (3) years theredfter.

XIV. PATENT AND INVENTIONS

UT SOUTHWESTERN ghdl be responsble for the preparation, filing, prosecution
and mantenance of dl patent applications and paents included in  COAGULATION
PATENT RIGHTS LICENSEE shall reimburse UT SOUTHWESTERN for all reasonable
atorneys fees (i) incurred by UT SOUTHWESTERN subsequent to the EFFECTIVE
DATE, or (ii) incurred by UT SOUTHWESTERN prior to the EFFECTIVE DATE and for
which invoices have been submitted to LICENSEE in connection with the preparaion, filing
and mantenance of dl patent goplications and paents included in COAGULATION
PATENT RIGHTS, provided that patent counsd sdected by UT SOUTHWESTERN s
reasonably acceptable to LICENSEE. Subsequent to the EFFECTIVE DATE, UT
SOUTHWESTERN shdl consult with LICENSEE as to the preparaion, filing, prosecution
and maintenance of al such patent gpplications and patents in accordance with the procedures
st forth on_Exhibit A hereto and incorporated herein by reference, and shal furnish to
LICENSEE copies of documents relevant to such preparaion, filing, prosection or
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mantenance, including without limitation invoices providing detalled descriptions of dl costs
and expenses incurred by UT SOUTHWESTERN's patent counsel in connection therewith,
sufficiently prior to tiling such documents or making any payment due thereunder to alow
for review and comment by LICENSEE. If, at any time, LICENSEE shall elect not to pay
the expensss of any paent goplication or paent included in COAGULATION PATENT
RIGHTS, LICENSEE shall so notify UT SOUTHWESTERN within thii (30) days of such
consultation and shal thereby surrender its rights under such patent agpplication or patent;

provided, however, that LICENSEE shdl reman obligaed to reimburse UT

SOUTHWESTERN for any costs incurred with respect to such patent application or patents
prior to said eection.
XV. GENERAL

15.1  This Agreement, the PATENT LICENSE AGREEMENT, the OPTION TO
LICENSE AGREEMENT, the Sponsored Research Agreement and the Exhibits attached
hereto and thereto condtitute the entire and only agreement between the parties for
LICENSED SUBJECT MATTER and dl other prior negotiations, representations,
agreements, and understandings ae superseded hereby. No agreements atering or
supplementing the terms hereof may be made except by means of a written document signed
by the duly authorized representatives of the parties.

15.2  Any notice required by this License Agreement shdl be given by prepad, fird
class, cetified mail, return receipt requested, addressed in the case of BOARD to:

BOARD OF REGENTS

The Universty of Texas System

201 West Seventh Street

Audtin, Texas 78701
ATTENTION: Office of Genera Counsdl
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with copies to:

UT SOUTHWESTERN
Peter H. Fitzgerald, Ph.D.
Executive Vice Presdent
for Business Affairs

5323 Hary Hines Boulevad
Dallas, TX 752359013

and
UT SOUTHWESTERN
Katherine L. Chapman, J.D.
Asocigte Vice Presdent for
Legd Affars & Technology Transfer
5323 Hary Hines Boulevard
Dallas, Texas 75235-9008
or in the case of LICENSEE to:
PEREGRINE PHARMACEUTICALS, INC.
One Pdmer Sguare, Suite 530
Princeton, New Jersey 08542
ATTENTION: Jennifer H. Lobo
with copies to:
PALMER & DODGE
One Beacon Stregt
Boston, Massachusetts 02108
ATTENTION: Michael Lytton, Esg.
or such other address as may be given from time to time under the terms of this notice
provision.
15.3  LICENSEE sndl comply with dl applicdble federd, date and locd laws,
regulations, and ordinances in connection with its activities pursuant to this Agreement.
15.4  This License Agreement shal be construed and enforced in accordance with

the laws of the United States of America and of the State of Texas.
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15,5 Falure of BOARD to enforce a right under this Agreement shdl not act as a
waver of that right or the ability to later assert that right relative to the particular Stuation
involved

156 Headings ingluded herein are for convenience only and shal not be used to
construe  this  Agreement.

15.7 If any provision of this Agreement shal be found by a court to be void,
invalid or unenforcesble, the same shdl be reformed to comply with applicable law or
dricken if no so conformable, so as not to affect the vaidity or enforcesbility of this
Agreement.

IN WITNESS WHEREOF, paties hereto have caused therr duly authorized
representatives to  execute this Agreement.

BOARD OF REGENTS OF THE PEREGRINE PHARMACEUTICALS,
UNIVERSITY OF TEXAS SYSTEM INC.

By: By:
Ray Farabee Jennifer H. Lobo
Vice Chancdlor and President
Gengrd  Counsd
Date: Date:
APPROVED ASTO FORM:
By:
Dudley R. Dobie, Jr., JD.
Office of Generd Counsd
Date:
.25.
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APPROVED AS TO CONTENT:

UT SOUTHWESTERN

By:

Peter H. Fitzgerald, Ph.D.
Executive Vice Presdent
For Busness Affairs

Date:

- 26 -
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Exhibit A

Procedures for Maintenance of Patent Protection
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THE UNIVERSTTY OF TEXAS

SOUTHWESTERN MEDICAL CENTER
AT DALLAS
Writer's Direct Line:
November 20, 1994 (214) 648-3290
Jenni fer H, Lobo
Presi dent
Peregrine Pharmaceuticals, Inc.

he Palnmer square, Suite 530
Princeton, N 08542

Dear M. Lobo:

Won receipt of the fully executed Iicense agreenenta, option
agr eenent and sponsored research agreement from UT System | will
nmake the following instructions to Arnold, Wite and Durkee:

(1) Al comunications between the office of Legal Affaire
and Technology Transfer at Ul Southwestern, the Board
of Regents and Arnold, Wite and Durkea regarding new
disclosures, patent applications and patents covered by
the proposed agreements wth Peregrine wll be copied
to Peregrine and to Pennie & Edmonds (1155 Avenue of
the Anericas, New York, NY 10036, Atin: Laura coruzzi,
Esq.) concurrently wth copiles provided to the
applicable party. This will include, butnot be
limted to, all status reports, any and all filing
deadline notices, declarations, patent applications and
responses tooffice actiona, Anold, Wite and Durkee
wll consult wth Pennie & Edmonds In all substantive
matters relating to the patente and patent applications
included in the proposed agreenents wth Peregrine.

(2) Ur  Southwestern will assist Peregrine regarding
requests for estimates regarding (i) patent related
expenses associated wth future patent filings
contenplated by Board and Peregrine, or (ii) patent
related expenses relating to the ongoing prosecution of
exi sting applicationa. Estimates wll be delivered to
Peregrine according to the notice request detailed in
section (1) above and sufficiently prior to the
commencenent of workon such matters in order to permt
Peregrine to review and comment upon such eetinmatee and
to determ ne whether guch workshould be undert aken.
Peregrine nmay request a review of estinmates provided by
patent counsel selected by the Board of Regents. | f
Peregrine determines that the estimates provided by
Board's patent counsel are unreasonably high, Hoard

agrees to discuss the situation in good faith with
Peregrine.

Office of e Vice President for Legal ABiry and Tronaler
5323 Haury Hives Blvd. / Dallas, Texas 75235.9008 / Q14)643-2389  TAX C214)648-8808
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It is our goal to cooperate fully wth Peregrine's infornation
needs regarding the patents and patent applications. We
recognize the. inportance of not jeopardizing the value of any
Board-owned i nt el | ectual property of interest to Peregrine.

Sincerely,

Cry Wi

Li censi ng Associate
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OPTION TO LICENSE AGREEMENT

This Option to License Agreement (the “Agreement’) is made between the Board of
Regents (“Board’) of the Universty of Texas Sysem (“System”), an agency of the State of
Texas, whose address is 201 West 7th Street, Audtin, Texas 78701 on behdf of the
University of Texas Southwestern Medicd Center (‘UT  Southwestern”), and Peregrine
Pharmaceuticds, Inc. (“Optioneg’), a Delaware corporation having a principa place of
business located a& One Pdmer Sguare, Suite 530, Princeton, New Jersey 08542

WITNESSETH:

WHEREAS, Boad and Optionee have entered into a Paent License Agreement of
even date herewith (the “Paent License Agreement”) pursuant to which Board has licensed to
Optionee certain Patent Rights and Technology Rights and a Coagulation Patent License
Agreement of even date herewith (the “Coagulation Patent License Agreement”) pursuant to
which Board has licensed to Optionee certain Coagulation Patent Rights and Coagulation
Technology Rights, and

WHEREAS, in connection therewith, Board wishes to grant to Optionee an option to
acquire certain Additional  Patent Rights and Additiond  Technology Rights of Board not
included as pat of the Patent Rights, Technology Rights, Coagulation Patent Rights and
Coagulation  Technology  Rights;

NOW THEREFORE, in congderation of the mutual covenants and promises herein
contained, the parties hereto agree as follows:

1. OPTION PERIOD

This Agreement shdl be effective as of December 1, 1994 and shadl continue until
May 1, 1995 (the “Option Period’), unless otherwise extended by mutuat agreement of the
parties hereto, subject to approvd by the Board.

2. DEFINITIONS

Capitdized terms used in this Agreement that are not defined herein shal have the
respective meanings ascribed to such terms in the Patent License Agreement. In  addition,
the following terms shdl have the following meanings.

2.1  “Additiond Technology Rights’ shal mean Boad's rights in any technicd
information, know-how, process, procedure, composition, or device, method, formula,
protocol, technique, software, design, drawing, data, biologicd and other materids relaing
to technologies arisng from work in which Philip Thorpe participates and useful in targeting
therapeutic and diagnogtic compounds to Nmor vasculature in humans and which are not

- 154 =



covered by Additional Patent Rights but which are necessary or useful for practicing any
inventions a& any time covered by Additiona Patent Rights.

2.2 “Addtiona Paent Rights’ shal mean Boad's rights in information or
discoveries covered by the following patent applications which relate to the Licensed Feld,
whether domestic or foreign, as well as al divisons, continuations and continuations-in-part
aisng from work funded in whole or in pat by Optionee, as well as reissues,
reexaminations or extensons thereof:

(@ US Paent Applicaion Number 07/856,018, filed March 23, 1992,
which corresponds to UT  Southwestern tile reference UTSD:280, entitled
“Preparation and Use of Polyanionic Polymer-Based Conjugates Targeted to
Vascular  Endothelid Cdls’, which names Philip Thorpe as Inventor;

(b) Internationd Patent Application Number PCT/US98/02619, filed
March 22, 1993, which corresponds to UT Southwestern file reference
UTSD:345, entitled “Prepaaion and Use of Polyanionic  Polymer-Based
Conjugates Tageted to Vascular Endothelid Cels’, which names Philip
Thorpe as Inventor; and

(c) European Patent Application Number 93 907 6337, filed October
17, 1994, which corresponds to UT Southwestern file reference UTSD: 345,
entitted  “Preparation and Use of Polyanionic Polymer-based  Conjugates
Tageted to Vascular Endothelid Cels’, which names Philip Thorpe as
[nventor.

3. WARRANTIES

3.1  Except for the rights, if any, of the third parties described in Section 3.3 and
Exhibit B of the Patent License Agreement, Board represents and warrants that it is the
owner of the entire right, title, and interest in and to the Additiond Paent Rights and the
Additiond Technology Rights, and tha it has the sole right to grant the Option hereunder (as
defined in Section 4), and that it has not granted options or licenses hereunder to any other
entity that would redrict rights granted hereunder except as dtated herein or in Exhibit B of
the Patent License Agreement. Board hereby represents and warants that Section 22 lists
dl of the patent applications in the Licensed Fied to which the Board has rights and which
aise from work involving Philip Thorpe (other than patents and patent applications covered
by Patent Rights and Coagulation Patent Rights), and that each of the patent applications
liged in Section 2.2 was duly filed in the United States on the date indicated therein and was
duly filed in such foreign jurisdictions as are liged on Exhibit A attached hereto on the dates
indicated  therein.

3.2  Licensee undersdands that the Additiona Patent Rights have been developed
under the funding agreements with the third paties lised on Exhibit B to the Patent License

Agreement and that such parties have the rights relative thereto specified in such Exhibit B.
This Agreement is explicitly made subject to the rights of such parties, which are described

-2-
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in Exhibit B. To the extent that there is a conflict between such rights and this Agreement,
such rights shal prevail.

4. OPTION FOR EXCLUSIVE LICENSE

4.1  Subject to the terms of this Agreement, Board hereby grants to Optionee an
exclusve option (the “Option”) to acquire an exclusve license under the Additiona Patent
Rights and Additiona Technology Rights to manufacture, have manufactured, sl or use
Licensed Products, pursuant to the terms and subject to the conditions of the Patent License
Agreement.

4.2 Optionee shdl exercise such Option and extension(s) as the case may be by (i)
delivering written notice of such exercise to Board and UT Southwestern as set forth in this
Agreement & any time before expiraion of the Option Period and (ii) reimbursng UT
Southwestern for al reasonable attorney’s fees incurred by UT Southwestern in connection
with the preparation, maintenance and tiling of al patent gpplications and patents included in
Additiona Patent Rights.

4.3  Upon exercise of the Option by Optionee as provided in Section 4.2, the
Additionad Paent Rights and Additiond Technology Rights described herein shdl become a
pat of, and shdl in dl respects be subject to, the Patent License Agreement (including,
without limitation, the provisons for payment of roydties provided by such Agreement other
than Sections 5.1(a), (b), (c) and (d) thereof, which shal not apply to such Additiona Patent
Rights and Additionad Technology Rights) and the definition of Patent Rights and Technology
Rights provided in the Patent License Agreement shal mean and refer to the Additiona
Patent Rights and the Additiond Technology Rights, respectively, as herein defined.

4.4  Optionee may terminaie this Agreement & any time upon giving thirty (30)
days notice to Board and UT Southwestern.

5. INFORMATION AND CONFIDENTIALITY

51  As promptly as posshle commencing upon the execution of this Agreement,
UT Southwestern agrees to disclose to Optionee during the Option Period dl relevant
information and data relaing to Additiond Peaent Rights and Additiond Technology Rights,
with a view of enabling Optionee to evaduate the potentid commercial significance of the
Additiond Paent Rights and Additiond Technology Rights.

5.2  The paties may wish, from time to time, in connection with this Agreement,
to disclose confidentid information to each other (“Confidentid Information”). Bach party
will use reasonable efforts to prevent the disclosure of any of the other party’s Confidentid
Information to third parties during the Option Period and for a period of three (3) years
thereafter, provided such Confidentid Information (i) is obtained during Option Period, (i) is
rdaed to the Additiond Patent Rights or Additiond Technology Rights and (jii) is marked

-3-
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with an appropriate confidentiaity legend within thirty (30) days of disclosure. The recipient
paty’s obligation shdl not apply to information that:

(1) is dready in the recipient paty's possesson a the time of disclosure thereof;
(2) is or later becomes pat of the public domain through no fault of the recipient

party;
(3) is received from a third paty having no obligations of confidentidity to the
disclosing  party;

(4) is independently developed by the recipient party; or
(5)  is required by law or regulation to be disclosed.

6. GENERAL PROVISIONS

6.1  From the date hereof through the expiration of the Option Period, neither UT
Southwestern nor Board shal, directly or indirectly, through any officer, director, agent,
representative  (including, without limitation, UT Southwestern officids or faculty members
and datorneys) or otherwise, (i) solicit, initiste or encourage submisson of proposds or offers
from any person other than Optionee relating to any acquisition or license of the Additiond
Patent Rights or Additiond Technology Rights, or (i) participate in any discussons or
negotiations regarding, or furnish to any other person any information with respect to or
othewise cooperate in any way with, or assst or participate in, facilitate or encourage any
effort or attempt by any other person to do or seek any of the foregoing. UT  Southwestern
and Board may, however, respond to requests for information regarding issued patents
covered by Additiona Patent Rights, including forwarding of such issued patents. UT
Southwestern, Board and Optionee each agree that there shdl be no public announcement,
press release or other publicity with respect to the subject matter of this Option Agreement,
except as may be agreed by the parties in writing or required by law. The foregoing
notwithstanding, Optionee shadl have the right to identify UT Southwestern and to disclose
the terms of this Agreement in any prospectus, offering memorandum or other document or
filing required by applicable securities laws or other applicdble law or regulation provided
that Optionee shal have given UT Southwestern at least ten (10) days prior written notice of
the proposed text of any such identification or disclosure for the purpose of giving UT
Southwestern the opportunity to comment on such proposed text.

6.2  This Agreement may not be assgned by ether paty without the prior written
consent of the other party; provided, however, that Optionee may assgn or otherwise
trandfer its rights under this Agreement to the following paties without obtaining Board's or
UT Southwestern's consent: (i) a successor to Optionee’s business or a successor to that
portion of Optionee's business that pertans to the subject matter of the Additiona Patent
Rights or any Additiond Technology Rights and (i) any entities controlled by, controlling,
or under common control with Optionee.

6.3  This Agreement conditutes the entire and only agreement between the parties
relating to the Option, and dl prior negotiaions, representations, agreements and
understandings are superseded hereby. No agreements dtering or supplementing the terms
hereof may be made except by means of a written document signed by the duly authorized
representatives of the parties.
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6.4  The reationship between UT Southwestern and Optionee is that of independent
contractors.  UT Southwestern and Optionee ae not joint venturers, partners, principd and
agent, madter and servant, employer or employee, and have no other relationship other than
independent  contracting parties;, UT Southwestern shall have no power to hind or obligate
Optionee in any manner, other than as is expresdy set forth in this Agreement. Likewise,
Optionee shdl have no power to bind or obligate UT Southwestern in any manner, other than
as is expresy st forth in this Agreement.

6.5 If ay provison of this Agreement is ultimaey held to be invaid, illegd or
unenforcesble, the validity, legdity and enforcedbility of the remaning provisons shdl not
in any way be afected or impared thereby.

6.6 Any dday in enforcing a party’s rights under this Agreement or any waver as
to a particular default or other matter shal not congtitute a waiver of such party’s rights to
the future enforcement of its rights under this Agreement, excepting only as to an express
written and signed waver as to a particular matter for a paticular period of time.

6.7 Any ddays in peformance by any paty under this Agreement shdl not be
congdered a breach of this Agreement if and to the extent caused by occurrences beyond the
reasonable control of the party affected, including, but not limited to, acts of God,
embargoes, governmental restrictions, strikes or other concerted acts of workers, fire, flood,
exploson, riots, wars, civil disorder, rebellion or sabotage. The party suffering such
occurrence shal immediately notify the other paty and any time for performance hereunder
shdl be extended by the actua time of delay caused by the occurrence.

6.8  Whenever there has been an assgnment as permitted by this Agreement, the
term “Optioneg’” as used in this Agreement shdl dso include and refer to such assignee.

6.9 Any notice required by this Agreement shdl be given by persond ddivery
(including delivery by reputable messenger services such as Federal Express) or by prepad,
first class, certified mail, return receipt requested, addressed in the case of Board and UT
Southwestern  to:

Boad of Regents

The University of Texas System
201 West 7th Street

Audin, Texas 78701

Attention: Office of Generd Counsdl
Fax: (512) 499-4523

Phone (512) 499-4462
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The Universty of Texas

Southwestern  Medicd Center & Dadlas
Peter H. Fitzgerald, Ph.D.

Executive Vice Presdent

for Busness Affairs

5323 Hary Hines Boulevad

Dallas, TX 75235-9013

The Univergty of Texas

Southwestern Medicd Center & Dadlas
Katherine L. Chapman, J.D.

Vice President for Legd Affars

and Technology Transfer

5323 Hary Hines Blvd.

Ddlas, Texas 75235-9008

Fax: (214) 648-8805

Phone (214) 648-2389

or in case of Optionee to:

Peregrine  Pharmaceuticals, Inc.
One Pdmer Square, Suite 350
Princeton, New Jersey 08542
ATTN: Jennifer H. Lobo
FAX: (609) 921-1509
PHONE: (609) 683-1318

with copies to:

Pdmer & Dodge

One Beacon Street

Boston, Massachusetts 02108
ATTN: Michad Lytton, Esqg.
FAX: (617) 2274420
PHONE:(617) 573-0327

or a such other addresses as may be given from time to time in accordance with the terms of
this notice provison.

6.10 This Agreement shadl be governed by, construed, and enforced in accordance
with the interna laws of the State of Texas.
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IN WITNESS WHEREOF, the paties have caused this Agreement to be executed by
their duly authorized representatives.

PEREGRINE PHARMACEUTICALS, INC. BOARD OF REGENTS OF THE
UNIVERSTY OF TEXAS

SYSTEM
By: By:
Name: Jennifer H. Lobo Ray Farabee
Vice Chancdlor and
Gengd Couns
Dated Dated

APPROVED ASTO FORM:

Dudley R. Dobie, J.
Office of Generd Couns

Dated

APPROVED AS TO CONTENT:

Peter H. Fitzgerad, Ph.D
Executive Vice Presdent for
Busness Affars

Dated

160 =



Austria

Belgium
Denmark
Switzerland
Liechtenstein
Greece

Germany

France

United Kingdom

Foreign Jurisdictions in which Patent
Applications Have Been Filed

Ireland

Italy

L uxemburg
Monaco
Netherlands
Portugal
Sweden
Spain
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SPONSORED RESEARCH AGREEMENT

This Sponsored Research Agreement (the “Agreement”) is made by and between The
Universty of Texas Southwestern Medica Center a Dadlas (“Universty”), a component
inditution of The University of Texas System (“System”), and Peregrine Pharmaceuticals,
Inc, a Delaware corporation with its principal place of busness & One Pamer Square, Suite
350, Princeton, New Jersey 08542 (“Sponsor”). University and/or Sponsor may sometimes
be referred to herein as “Party” or “Parties’.

RECITALS

WHEREAS, Sponsor and System have entered into a Patent License Agreement of
even dae herewith (the “Patent License Agreement’) and a Coagulation Patent License
Agreement of even date herewith (the “Coagulation Patent License Agreement’; the Patent
License Agreement and the Coagulation Patent License Agreement are sometimes referred to
collectively herein as the “License Agreements’) of the Licensed Subject Matter (as defined
in Attachment B hereto); and

WHEREAS, Universty has research facilities which would facilitate the invedtigation
and development of the Licensed Subject Maiter; and

WHEREAS, Sponsor desires that Universty perform such activities and is willing to
advance funds to Universty to sponsor such ectivities, and

WHEREAS, Universty is willing to perform such activities upon the terms and
subject to the conditions contained herein.

NOW THEREFORE, in condderaion of the mutua covenants and promises herein
contained, the Universty and Sponsor agree as follows:

1. EFFECTIVE DATE

This Agreement shdl be effective as of December 1, 1994.

2. RESEARCH PROGRAM

21  Universty will use its best efforts to conduct the Research Program described
in Attachment A (“Research Program”) and will furnish the facilities necessary to carry out
the Research Program. The Research Program will be under the direction of Philip Thorpe
or his successor as mutualy agreed to by the Paties (the “Principd Invedtigator”) and will
be conducted by the Principal Invedtigator a the University, with assstance from associaes
and colleagues as required.
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2.2 The Research Program shal be performed during the period from the Effective
Date through and including December 1, 1997 (hereinafter referred to as “Term”). Sponsor
shdl have the option to negotigte an extenson of the Term under mutudly agreesble support
terms.  Such option shal be exercised within ninety (90) days prior to the end of the Term.

2.3 Sponsor understands that  University’s mission is advancement of knowledge,
education and patient care, and consequently, the Research Program is designed to cary out
that misson. The manner of peformance of the Research Program shal be determined
soldy by the Principd Investigator. University does not guarantee specific results.

2.4  Sponsor understands that Universty may be involved in smilar research
through other researchers on behaf of itsdf and others. Universty shdl be free to continue
such research provided that it is conducted separately and by different investigators from the
Research Program, and Sponsor shdl not gain any rights by reason of this Agreement to
such other research.

2.5 Univergty does not guarantee that any intellectua property rights will result
from the Research Program, that the scope of any intelectua property rights obtained will
cover Sponsor's commerciad interest, or that any such intellectud property rights will be free
of dominance by other paents, including those based upon inventions made by other
inventors in the System independent of the Research Program.

3. _COMPENSATION

3.1 In congderation for the peformance by Universty of its obligations under this
Agreement, Sponsor will pay University, for its reasonable expenditures and overhead (at the
rate of twenty-five percent (25 %)) in conducting the Research Program, a fee of $600,000.
This fee (hereinafter referred to as the “Aggregate Funding Payment”), which is described by
the approximate categories of expenses contained in Attachment C for informationd purposes
only, shdl be payabe as follows:

(i) Interim payments (the “Interim Payments’) of $10,000 per month shall
be payable on thefirst day of each month during the period
commencing on the first full month following the Effective Date of this
Agreement until the earlier to occur of (i) six months from the
Effective Date of this Agreement or (ii) the date of clogng of a private
placement of capitadl stock which results in proceeds to Sponsor of a
least $2,000,000.

(i) The bdance of the Aggregaie Funding Payment shdl be payable in
equa instalments commencing within thirty (30) days of the
termination of the Interim Payments provided in Section 3.1(i) and
continuing thereafter on a quarterly bass, unless otherwise provided by
mutua agreement of the Principa Invedtigator and the Desgnated
Representative, subject to the ealier termination of this Agreement as
provided in Section 11.
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Notwithstanding anything to the contrary in this Section 3.1, Universty and Sponsor
hereby agree that the amount and timing of the payments made as part of the Aggregate
Funding Payment, as well as the categories of expenses set forth in Attachment C, may be
modified from time to time by mutud agreement of the Principd Investigaior and Designated
Representative; provided that the amount of such Aggregate Funding Payment shal not be
reduced below  $600,000.

3.2  Universty shdl mantan al Research Program funds in a separate account and
shal expend such funds for wages, supplies, equipment, travel, and other operation expenses
in connection with the Research Program. It is understood that any funds in this separate
account a the concluson of the Research Program shdl be retained by Universty.

3.3  Universty sndl retan title to dl equipment purchased and/or fabricated by it
with funds provided by Sponsor under this Agreement.

4. CONSULTATION AND REPORTS

41  Sponsor's designated representative for consultation and communications with
the Principa Investigator shall be Jennifer H. Lobo or such other person as Sponsor may
from time to time dedgnate in writing to Universty and the Principa Investigator
(“‘Desgnated  Representative’).

4.2  During the Term of the Agreement, Sponsor's representatives may consult
informaly with Universty’s representatives regarding the Research Program, both persondly
and by telephone. Access to work caried on in University laboratories in the course of
these invedtigations shdl be entirdly under the control of Universty personnd but shdl be
made avalable on a reasonable basis.

4.3 The Principd Investigator will make monthly reports to Sponsor's Designated
Representative. At the conclusion of each year, the Principa Investigator shal submit to
Sponsor a written report summarizing the activities underteken and accomplishments achieved
by the University under the Research Program for the preceding year. The Principa
Investigator shal adso submit a comprehensive find report within one hundred twenty (120)
days of termination of the Agreement which shdl contain, but which need not be limited to,
the following information:

a A summary of expenses of the Research Program.

b. A report of the activities undertaken and accomplishments achieved by the
Universty under the Research Program.

5. PUBLICITY
Neither Party shal make reference to the other in a press release or any other written
datements in connection with work performed under this Agreement, if it is intended for use
in the public media, except as required by the Texas Open Records Act or other law or
regulation.  The foregoing notwithstanding (i) Sponsor shdl have the right to identify
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University and to disclose the terms of this Agreement in any prospectus, offering
memorandum or other document or filing required by applicable securities laws or other
applicable law or regulation provided that Sponsor shdl have given the Universty a least ten
(10) days prior written notice of the proposed text of any such identification or disclosure for
the purpose of giving University the opportunity to comment on such proposd text and (ii)
Universty shdl have the right to acknowledge Sponsor's support of the investigations under
this Agreement in scientific or academic publications and other scientific or academic
communications, without Sponsor's prior approval. In any such datements, the Parties shdll
describe the scope and nature of their paticipation accurately and appropriately.

6. PUBLICATION AND ACADEMIC RIGHTS

6.1  Universty and Principa Investigator shdl have the right to publish or
otherwise publicly disclose information gained in the course of this Agreement; provided,
however, that, in order to avoid loss of patent rights as a result of premature public
disclosure of petentable information, Universty will submit any prepublication materids to
Sponsor for review and comment at least sixty (60) days prior to planned submisson for
publication.  If, within thirty (30) days of receipt of such materids, Sponsor notifies
Universty that it desres to have patent applications filed on any inventions contained in the
materids, Universty and/or Principad Investigator shal defer publication or other disclosure
for a period, not to exceed ninety (90) days, sufficient to permit such patent applications to
be tiled. Universty shdl have the find authority to determine the scope and content of any
publications.

6.2 It is understood that the University investigators may discuss the research
being performed under this Agreement with other investigators but shal not reved
information which is Sponsor's Confidenti Information under Article 7. Inthe event any
Joint Inventions (as defined in Attachment B) result, University shdl grant to Sponsor the
rights outlined in Attachment B to this Agreement, to the extent these are not in conflict with
obligations to another paty as a result of the involvement of the other investigator(s). In this
latter case, Univergty shdl, in good fath, exercise reasonable efforts to enable Sponsor to
obtain rights to the Joint Invention.

7. CONFIDENTIAL INFORMATION

7.1  The Paties may wish, from time to time, in connection with work
contemplated under this Agreement, to disclose confidentid information to each other
(“Confidentid Information”). Each Party will use reasonable efforts to prevent the
disclosure of any of the other Party’s Confidentid Information to third parties during the
Term of this Agreement and for a period of three (3) years thereafter, provided such
Confidentia Information (i) is obtained during the course of the Research Program, (ii) is
relaed thereto, and (iii) is marked with an appropriate confidentidity legend within thirty
(30) days of disclosure. The recipient party’s obligation shdl not apply to information that:

(1) is dready in the recipient party’s possesson a the time of disclosure thereof;
(2) is or later becomes part of the public doman through no fault of the recipient

party;
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(3)  is recaved from a third paty having no obligations of confidentidity to the

disclosng  party;
(4) is independently developed by the recipient paty; or
(5) is required by law or regulaion to be disclosed.

7.2 In the event tha information is required to be- disclosed pursuant to subsection
(5), the Party required to make disclosure shdl notify the other to dlow that Party to assert
whatever exclusons or exemptions may be avalable to it under such law or regulation.

8. PATENTS. COPYRIGHTS. AND TECHNOLOGY RIGHTS

As patid condderation for payments made by Sponsor hereunder, Sponsor and
Univergty agree to the terms concerning Inventions, patents, copyrights, and technology
rights set forth in Attachment B.

9. LIABILITY

9.1  Sponsor agrees to indemnify and hold harmless System, Universty, ther
Regents, officers, agents and employees from any liability, loss or damage they may suffer
as a result of clams, demands, costs or judgments against them arising out of the activities to
be caried out pursuant to the obligations of this Agreement, including but not limited to the
use by Sponsor of the results obtained from the activities performed by Universty under this
Agreement; provided, however, that the following is excluded from Sponsor's obligation to
indemnify and hold harmless:

a the negligent falure of Universty to substantidly comply with any
aoplicable FDA or other governmenta requirements, or

b. the negligence or willful mafeasance of any Regent, officer, agent or
employee of University or System.

9.2 Universty shdl, to the extent authorized under the Conditution and the laws
of the State of Texas, hold Sponsor harmless from lidbility resulting from the negligent acts
or omissons of Universty, its agents or employees pertaining to the activities to be carried
out pursuant to the obligations of this Agreement; _provided, however, that University shall
not hold Sponsor harmless from clams arising out of the negligence of Sponsor, its officers,
agents or any person or entity not subject to Ingitution’s supervison or control.

9.3  Both Parties agree that upon receipt of a notice of clam or action aisng out
of the activities to be carried out pursuant to the project described in Attachment A, the Party
recaving such notice will promptly notify the other Paty. Each Party agrees, at its own
expense, to provide attorneys to defend againgt any actions brought or filed against the other
Party with respect to the subject of the indemnity contained herein, whether such clams or
actions are rightfully brought or filed; and subject to the dtatutory duty of the Texas Attorney
General, each Paty agrees to cooperate with the other Party in the defense of such clam or
action.
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10. INDEPENDENT CONTRACTOR

For the purposes of this Agreement and al services to be provided hereunder, the
Paties shdl be, and shal be deemed to be, independent contractors and not agents or
employees of the other Paty. Nether Paty shdl have authority to meke any statements,
representations or commitments of any kind, or to take any action which shal be hinding on
the other Party, except as may be expressy provided for herein or authorized in writing.

11. TERM AND TERMINATION

11.1  This Agreement shal extend until the end of the Term, unless sooner
terminated in accordance with the provisons of this Section.

11.2  This Agreement may be terminated (i) by the written agreement of both Parties
and (i) by Sponsor a its option upon the desth of the Principa Investigaior or if a any time
during the Term of this Agreement, the Principa Investigator shal cease to be directly and
subgtantialy involved in the Research Program.

11.3  In the event that ether Paty shdl be in default of its materid obligations
under this agreement and shal fal to remedy such default within sixty (60) days after receipt
of written notice thereof, this Agreement shal terminate upon expiration of the sixty (60) day

period.

11.4  Termination or cancellation of this Agreement shdl not afect the rights and
obligations of the Parties accrued prior to termination. As its sole ligbility upon termingtion,
Sponsor shal pay Universty for dl reasonable expenses incurred or committed to be
expended as of the effective termination date, including sdaries for gppointees for the
remainder of their appointment.

115  Theprovisions of Sections4, 5, 6, 7, 9, 13.4 and Attachment B shall survive
the terminaion or expiraion of this Agreement.

12. ATTACHMENTS

Attachments A, B and C are incorporated heren and made a pat of this Agreement
for dl purposes.

13. GENERAL

13.1  This Agreement may not be assigned by dther Paty without the prior written
consent of the other Party; provided, however, that Sponsor may assign or otherwise transfer
its rights under this Agreement to the following parties without obtaining the University's
consent: (i) a successor to Sponsor's business or a successor to that portion of Sponsor's
business that relates to Sponsor's business in the field of the Research Program and (i) any
entities controlled by, controlling, or under common control with Sponsor.
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13.2  This Agreement, the Attachments atached hereto, and the License Agreements
constitute the entire and only agreements between the Paties relaing to the Research
Program, and dl prior negotiations, representations, agreements and understandings are
superseded  hereby. No agreements dtering or supplementing the terms hereof may be made
except by means of a written document signed by the duly authorized representatives of the
Parties.

13.3  Any notice required by this Agreement by Articles 8, 9 or11 shall bein
writing and shall be deemed to have been duly given (i) upon delivery if delivered by hand;
(i) four days subsequent to mailing if maled by express certified or regisered mail, with
postage prepaid, in the continentd United States; (hi) two days subsequent to pick up by
such courier if sent by a naiondly or internaionaly recognized overnight courier service
that regularly maintains records of items picked up and delivered; or (iv) when transmitted if
sent by telecopier or eectronic mail, provided that a written acknowledgment of receipt is
transmitted back to the sender by the recipient, addressed in the case of Universty to:

The University of Texas System, O.G.C.
201 West Seventh Street

Audtin, Texas 78701

ATTN: Intellectual Property Section
FAX: (512) 499-4523

PHONE: (512) 499-4462

E-MAIL: gharper@system.utexas.edu

The Universty of Texas Southwestern Medicad
Center & Dadlas
5323 Hary Hines Boulevad
Ddlas, Texas 752359013
ATTN: Peter H. Fitzgerald
Executive Vice Presdent for Budness Affars
FAX: (214) 688-3944
PHONE: (214) 688-3572
E-MAIL:

or in the case of Sponsor to:

Peregrine  Pharmaceuticals,  Inc.
One Pdmer Sguare, Suite 350
Princeton, New Jersey 08542
ATTN: Jennifer H. Lobo
FAX: (609) 921-1509
PHONE: (609) 683-1318
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with copies to:

Pdmer & Dodge

One Beacon Street

Boston, Massachusetts 02108
ATTN: Michadl Lytton, Esq.
FAX: (617) 2274420
PHONE:(617) 573-0327

or a such other addresses as may be given from tune to time in accordance with the terms of
this notice provision.

Notices and other communications regarding the day-to-day administration and
opertion of this Agreement shdl be maled (or otherwise delivered), and addressed in the
cae of Universty to:

The Universty of Texas Southwestern Medical
Center a Ddlas

5323 Hary Hines Boulevad

Ddlas, Texas 75235-9013

ATTN: Gerdd Mussey

FAX: (214) 688-8805

PHONE: (214) 688-8748

or in the case of Sponsor to:

Peregrine  Pharmaceuticds,  Inc.
One Pdmer Square, Suite 350
Princeton, New Jersey 08542
ATTN: Jennifer H. Lobo
FAX: (609) 921-1509
PHONE: (609) 683-1318

with copies to:

Pdmer & Dodge

One Beacon Street

Boston, Massachusetts 02108
ATTN: Michael Lytton, Esg.
FAX: (617) 2274420
PHONE:(617) 573-0327

13.4  This Agreement shal be governed by, construed, and enforced in accordance
with the internd laws of the State of Texas.
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IN WITNESS WHEREOF, the Paties have caused this Agreement to be executed by
their duly authorized representatives.

PEREGRINE PHARMACEUTICALS, INC. THE UNIVERSITY OF TEXAS
SOUTHWESTERN MEDICAL CENTER

AT DALLAS
By: By:
Name: Jennifer H. Lobo Peter H. Ftzgerdd
Titlee President Executive Vice Presdent
for Budness Affars
Date Date
-9-
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ATTACHMENT A

DESCRIPTION OF RESEARCH PROGRAM
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YARQULAR YARGERNG AGENTS THAT HOMETD
AND DESTRCY. OR CIMGULATE TUMOR YASCULATURE

Philp B, Thorpe, FLD.

Mmd i C:-rca-

Unlversity of Teoas Maciond Coxter
Dallss, Texng

§.  NoncTadolel shetiact

A axpjor Lmitation of targetod sfioce agants (6.3 iomiooconjugates) fs theic
insbilily (o permeats ko solid txnaos snd kill the talignant cefls witttin tham. 'We propose
o avereste this limitation by developing reageats which destray or congnlase the noe’s
blood supply nd kill the malighane ocfls indivectly by starving them of Xy and satiads,
A moaso nuoded will be used fo comper the sutitumor cfibcts of difihrent ¢ffactr molocules
(exing, drigs and coagudants) Hokad 10 wn antbody divectt agaiest an experimentully.
induced norker QML Clats 1T) presens on thaor vasculstoes (1), Simfjaly, diffieent
fergating moktics (nadlbodica, georwih factors, Ryoitalo Bgads) aguine tamor vescolanxe of
strame-associated tnadkery will be fialed to the optftnel efftcton(s) and tosted fi rodent tomox
models: targeting moletics directed aguinet the ingman homaologs of selected rodent rasrkecs
will then be sought. Through this sirics of nvestigations of the elftetor and targeting
moicties regpectivaly, we plan to deatify the omtimal coosructs (o toke fitio cliical trials,

3. Pt Desalets
Wo will develop vasular tergeting agents which dastroy or cosgideto Gre vasoulsture
of sofid tmons, and Kl tho tumer oells inditectly by starving thesh of axygent and mutcints,
This wordd overcoroe the majer Hmitations of satibody-beeed Swiapeutic sgents directed
srdost tunor calls thepwcives, namely their insbility 10 permeste joto solid o ia
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wmnounts sufficient to induce a merked antitumes effect and their incomplete specificity foe
tumoar antigens.

Our first aim is to explore the feasibility of this approach in a mouse model in which
the vescular endothetial cells of the tumor cxpress an experimentally induced marker (Class
XI) which is absent from the vasculature of normal tissoes. 'We will couple toxine, drugs md
coaguiants to antl.Class I antibodies and detenming which type of effector molecule gives the
best antituroar efficts, The effector moieties we shall focus upon in our initial studies are
ticin A~chain and truncated tissue factor.

Our second elm Is to raise or acquire ffom thind partics mxwocional entibodics and
other ligands that bind to markess which are normally present on rodent tumor vasculatore.
Such markers include proliferation-linked determinants, determinants induced by anglogenic
growth factors, cytokines and thalr receptors. Ligands that recngnize tumor vasculature will
be canjugated 10 a toxin, drug or coagulmnt (as indicated by the model experiments above)
and injected into rodents bearing solid tumars, If good antitumor cffects are obtained, we
will prooeed to the dhird aim.

Our third aim is to raise or scquire from thind perties monoclonal sntibodies and other
ligands that bind to the laanan homologs of the rodent mezkers identified above, The ligands
will be checked histologically for reactivity with human tanoe vasculsture and for lack of
reactivity with the vasculature of normel buman tissues. Ligands with sufficiently good
specificity will be cloned (if necessary) mod the genes which encode them will be linked to
the gene encoding the effector moioty, ‘The fusion proteing will then be evahwted as
cerclidates for the therapy of humen cancer,

YOTAL P.OR2
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3. Edentific Retionale

In contrast with their efficacy Jn lymphomes s0d leulocasles, Sergeead erapeutio
ageals directed aakust tuoor ool merkens have shove Ttls efficacy in e majar solid
cancers such ag thoso of the treast, wolon ad kg (2).  The momin seescn. for this Kffrence is
thae solid canoces, wnliks tymphonas dod kukarsiss, ace selativaly kaccamible % sntibody-
stzad molocules; typically Jace then 0.001% of the fnjecond dom of #a acslody homes to
each gram of tamor §n humen stadles (5 In addiion, & bes proved difat 1o idcreify
carcinoma markers that ate ahatat oo lifewwsisining thees ().

We are dovelopiog vasculer targeting xgeots Urat estay or congalate the vasculare:
of a0lid tuntors.  Thoussads of teac oclls arc retiant o each capliiacy fr cwyygen aod
nutriensd and vo cven Hrnited demage o the tumar vascaistare could prodooe an svalanche of
tnor cell desth (5). Incloed, our sactior stmdies strongly incicats thet this is the cass (6) If
tumor vaseular tarpeting le sucoensfty, it would overoome meny of the Nandistions fnherent in
antibody-based therapentics directed againat wamar ceils Gernselves. Ubiice the Iatier
sppeosch, which requires diffiress reagents fe different toraors, vascular targeting reegoits
should be usettl foc treating nuny types of solid tumons. T addition, the target endotbetial
cells are hurnediately accessible %0 the biood circolation, s0d are noermal eclls, making the
outgrowth af resistast mutwty uniliely,

4,  Prject Proposal

have developed a tuouse model ln which the vascadet soduthclial colls of the hute cxprens
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W expatimely-induced markcr by which tey can bo mtscied.  BALB/ mode thice are
implarged with C1300 Steosarcomn colls whish leve boss racmfocted with the mouss -
intacforon (-IFN) gene (12). The PN secraed by the tamr indices mouss MEKC Class I
on the vasouiar endothelial oells of the tamoe. Tn nomud tisscs, Class I Is vitaslly sbeen
forn the vascalature.  Antt-Class IT seeibody ijected {rscwvenouady Gy Jocattzey apecifically
t0 wmor vascnlar endettafial calls. 'We Wl conple ricin Aschuin, mimcated tisoe factcr and
other endogenoas congleats (6. Gxambln, fhokor Xa, tromborme Ag madogs) o the
monociooal sctibody, B21.2, directed agninat MHC Claes 1T (FA) and dotentiing the
stituemor sctivity of the cogiugates. ‘Tha cotpling will b accompiished by Inking the
effecmes directly (o the B21.2 sfibody by mens of dicical crosalinking sgenty, or
indirecily by tridging the effector Sxough a stroptavidin-bioth ikage ur & wcond (1o
bispesific) antibody. Congteucts will be veciad in sizs snd velescy by weing I, 4G, Faby,
Fv and scPv moletics to detenruine the influance of such Sictors on afcacy, Hixologicsl
exsmiretiony will be perfonmed v ety ¥ones 0f dumege within the v, the chronclogy
of ovents Juxling up to such degiage, sl e apposrance thrombowcs (as chasctziznd by
fbrin sud placles doposition) within the vascalxure,

In aarlior cxpedments, & sagls fnjoction of anti<fess M-ticin A wae glven to mice
bearing sizeable (1 e dimeser) C1300 tmnsfcout tmoes. The reselt was sigtificant tummor
rgremicn. Histological wwamination revesied endothellal cell detachmens md congriation of
the tumior biood supply as the fxk visible cvents, followed by messive hmor ooll destructivn,
Similar effecta have beet obtzined with al-Clasy T-buncaned flamse fctrw. Tham, we arw

optizatstic that tix navel spprosch of vascular targeting ls feasible,
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% Dalessblesty sebofessssthasdignuds tht bhicd 0 roders Sixuoe
wmsculatipe. A panel of monocianal satibodies aod other Agends heving powatisl specificity
fix rodent tamcr vasculatiaro will be assernbled. Theas inciude varkos cungodies:

D  eatbodks 0 snglogenio growth factors which are secresed by taoe cells snd

Dbind w recepiors oo tumoe eadothaliom o, antl-FGF-2, eth-VROR,
)  enthhodios and nahmit Hgmnds t tumar endoibntial cell sefhce molcoulcs &g
TR, TIE2, TGF, e

§if)  sniibodies 10 tuoxx stromw and the bisal Ismina of neovascilaties g

fibrooectin inaforms.

tv) antibodies to tamor matkers thomsclvey - coaguligands bovad t perlvasculer

usnar cells might Inftiate coaguiation of tuoor lood vesscls, eg D3,

Repececutatives of te ibove it of antibodies will be cogjupated to wados or
coaguisats aod tested fix antiumar activity fn rodents. The most effective Kragcpks fx
vasoular largethog will be identified,

obtadned with vascular tecgeding agents directod against rodeat tumce vessdar pwker, we
will zxise aatibodies against the human haesclogs B ardar to develop reageats B tho
tresement of uren dEseass, Tho buman bamolog will be dbtatned by immmmepecipiaiog B
with rabbir (polyclooal) abodios drected sgalost the mouse markey, Allermadivaly, we will
clone the gena S the muwse matksr and probe G the DINA, wncoding the hamnan hamnalog
and eqres K Monodooal snifbodics will dhau bo releed against e lumsn homolog sod
will bo checked histulogically fix specific reactivity with bunten tmos vasculsture.
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Amsibodics W wmor-associated maxios Will bs abtsingd fosg thisd parties and will
include KSV/4, MOVIR, 7911/36, 260P9, OCA9, D512 end other mxibodles. Antfodies
aguinnt stromal componets will be obtained oo third parties and weill Jnctade TV-1 agd
DC-1 aguinet mmm fhronestin ieoforay,

Antibodies dowing particolar promise will be claned md ths varlebls tglocs (CDR3)
aud fanking regions gratiod onto kuaea Ssnewrk vegions 1o mrodace fally oo
antibodics. The pencs fbr these will be jolned 10 the genes S toxics or cosglbints and
fhejon protrins expressod o microarganianss.

In many cases & will be posaible to deferming the sctitumor activity of vascoler
targeting sgents-dirccad ageing Miman wmor vescolatee i yodeots boarbug humen tomor
xenogradis, This will B¢ trae R vescier targeting agenis dtected against buman FGE-2 ad
VEGE, tomor-easoaisted antigens and posaibly also the frome! sctigene, Vascular targeting
agents divected agetnt hoowa tumo endotielial sedows (s.g. TEC1T agrinat endoglin (7))
aco mote problomatical bacsse G000 faackers a0 not #x05d ot moune endothelinn: & way
be noocssy 10 qreeke & bionen tzsue bed In & mouge by grafiing it with tuman sida aad use
this aitn for tumar growth,

Ageoty-showlng te bet sctivity J these systeas will be sciocad for flarther
developrment 29 potential therapcutics.
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1.

Attachment:

a

2.

ATTACHMENT B

INVENTIONS. PATENTS AND COPYRIGHTS

The following terms shdl have the indicated meanings when used in this

“Agreement” shal mean that certain Sponsored Research Agreement to which
this Attachment is affixed between The Universty of Texas Southwestern
Medicd Center a Ddlas (“University”), and Peregrine Pharmaceuticds, Inc.
(“Sponsor”), of even date herewith.

“Invention” shdl mean and include the Licensed Subject Matter and any
discovery, concept, or idea, whether or not patentable, made by the Universty
and/or the Principa Investigator during the Research Program and arising
directly from the performance of the Research Program or concelved and
reduced to practice during the Research Program, including but not limited to
processes, methods, software, tangible research products, formulas and
techniques, improvements thereto, and know-how related thereto. Inventions
made solely by the Principd Investigator and/or other University personne or
agents of Universty (“Universty Inventions’) shdl be the sole property of
University. Inventions mede jointly by employees or agents of Universty and
Sponsor (“Joint  Inventions’) shal be jointly owned by Universty and Sponsor.
Inventions made solely by employees or agents of Sponsor shdl be soldy
owned by Sponsor.

“License Agreements’ shal mean collectively that certan Patent License
Agreement and that certain Coagulation Paent License Agreement of even
date herewith by and between Sponsor and System.

“Licensed Fidd’ shdl have the meaning ascribed to such term in the License
Agreements.

“Licensed Subject Matter” shdl have the meaning ascribed to such term in the
License  Agreements.

Capitdized terms used in this Attachment that are not defined herein shdl have
the meanings ascribed to such terms in the Agreement.

In the event that a University Invention or a Joint Invention is made,

Universty and Sponsor agree to give notice of such Universty Invention or Joint Invention
to each other within sixty (60) days of the identification of such Invention. Within sixty (60)
days of such notice, Universty and Sponsor will cooperate with each other to investigate,
evauae and determine to the mutua satisfaction of both Paties, the dispostion of rights to
the University Invention or Joint Invention, including whether, by whom, and where any
patent gpplications are to be filed.
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3. If, after consultation with Sponsor, Universty decides that a patent application
or applications should be filed with respect to such Universty Invention or Joint Invention,
University will prepare and file appropriste United States and foreign patent applications on
such Inventions, through mutually agreeable patent counsd, and Sponsor will pay the cost of
preparing, filing and maintenance thereof. If Sponsor notifies Universty that it does not
intend to pay the costs of any such application, or if Sponsor fails to respond to Universty
within thirty (30) days of such consultation, Universty may file such application at its own
expense, and Sponsor shall have no rightsto such Invention. University shall furnish to
Sponsor  copies of documents relevant to such preparation, filing, prosection or maintenance
sufficiently prior to filing such documents to alow for review and comment by Sponsor.
Sponsor agrees to maintain any such application in confidence until it is published by
University or by the relevant paent office.

4, Universty hereby grants Sponsor a first option to obtan a worldwide, royalty-
bearing, exclusve license to dl Universty Inventions and Joint Inventions within the
Licensed Field not aready licensed to Sponsor as Licensed Subject Matter (as well as patent
applications, paents, and copyrights thereon) for commercid purposes, provided that
Sponsor shall pay dl costs and expenses associated with patent(s) and patent application(s)
and copyright filing(s), prosecution(s), issuance(s), and maintenance with respect thereto.
Such option shal extend for ninety (90) days from the date Sponsor recelves written notice
from Universty disclosing such Universty Invention or Joint Invention. During such ninety
(90) day period, Universty shdl make avalable to Sponsor any other information in its
possesson or control which would be useful to Sponsor in evauding the University
Invention or Joint Invention, subject to such reasonable confidentidity undertakings as
Universty shdl  require. Sponsor may exercise its option by informing Universty in writing
during such ninety (90) day period that it intends to commercidize the University Invention
or Joint Invention as soon as practicable, consistent with sound and reasonable business
practice and judgment. Upon exercise of Sponsor's option, such University Invention or
Joint Invention shal become subject to dl of the terms and conditions of the License
Agreements, with the exception of Sections 5.1¢a}, (b), (c) and (d) thereof which will not
aoply to such Universty Invention or Joint Invention.

5. Universty hereby grants to Sponsor a first option to negotiate and acquire an
exclusve, world-wide, roydty-bearing license to any Universty Inventions and Joint
Inventions outside of the Licensed Field (as well as paent applications, patents and
copyrights thereon) for commercia purposes, provided that Sponsor shall pay al costs and
expenses associated with patent(s) and patent application(s) and copyright filing(s),
prosecution(s), issuance(s) and maintenance with respect thereto. Such option shall extend
for ninety (90) days from the date Sponsor recelves written notice from University disclosing
such University Invention or Joint Invention. During such ninety (90) day period, Universty
shdl make avalable to Sponsor any other information in its possession or control which
would be useful to Sponsor in evauating the Universty Invention or Joint Invention, subject
to such reasonable confidentidity undertakings as University shal require. Sponsor  may
exercise its option by informing Universty in writing during such ninety (90) day period thet
it intends to commercidize the University Invention or Joint Invention as soon as practicable,
consstent with sound and reasonable business practice and judgment. Upon exercise of
Sponsor's option, University and Sponsor agree to enter into good faith negotiations

- 12-
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regarding the terms and conditions of said license and further agree to negotiate license fee
rates and other payments which are fair and reasonable to both parties.

6. In the event that the Sponsor fals to exercise the options provided herein, or if

the parties are unable to agree on the terms of a license agreement within one hundred

twenty (120) days from the date of exercise of the option provided in Section 5 of this
Attachment B, Universty shdl have the right to enter into license agreements concerning
such University Invention or Joint Invention with third parties if the terms and conditions
thereof are not, in generd, less favorable to Universty than those terms and conditions
offered to Sponsor under the License Agreements, unless Universty has offered such new
terms and conditions to Sponsor and Sponsor has refused to accept them.

7. Subject to confidentiad trestment by Sponsor of University confidential
information that may be disclosed thereunder, Universty grants Sponsor a fully pad-up,
nonexclusive license under its copyrights to make a reasonable number of copies for its
internal needs, and to make derivative works, from any written report prepared and delivered
to Sponsor in accordance with this Agreement.
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ATTACHMENT C

ESTIMATED BUDGET
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RECONVENE. - - At 3:25 p.m, the Board reconvened as a committee
of the whole to consider those itens remai ni ng on the agenda.

1.

| TEMS FOR THE RECORD

U T. System Report for the Record on Status of Insti-
tutional Final Narrative Reports to the Texas Hi gher
Educati on Coordi nati ng Board Under the Texas Educati onal
Opportunity Plan for a Miulticultural Texas for the Period

Sept enber 1989 to August 1994.--Following is a report for
the record on the status of final narrative reports by

t he degree-granting conponents of The University of Texas
Systemand the U. T. System Adm nistration under the
Texas Educational Opportunity Plan for a Miulticultural
Texas: Septenber 1989 to August 1994. The Texas Hi gher
Educati on Coordi nating Board adopted the second educa-
tional opportunity plan in 1989 for a five-year period
from 1989 to 1994. The plan specified that final narra-
tive reports under the plan be submtted to the Coordi-
nati ng Board by Cctober 1, 1994.

The reports have been submtted to the Coordinating Board
as required. Copies of the U T. System Adm nistration
report are available in the Ofice of the Executive Vice
Chancel |l or for Business Affairs and copies of the conpo-
nent institutional reports are available in the Ofices
of the Executive Vice Chancellors for Academic Affairs
and Health Affairs.

The U. T. System Adm nistration (with respect to profes-
sional and adm nistrative enploynent only), all the U T.
academ c conponents, and the four degree-granting health
conponents were covered by the plan. Goals of the plan
were directed toward the recruitnment and retention of

Bl ack and Hi spanic students for undergraduate and gradu-
ate and professional prograns and the recruitnent of

Bl ack and Hi spanic faculty and professional and adm ni s-
trative staff.

The final reports covered activities and devel opnents
under the plan for the 1992-1994 period. Information in
the reports fromall public institutions of higher educa-
tion in Texas wll provide the basis for a summary report
by the Coordinating Board of progress made under the plan
from 1989 to 1994.

U T. System Report on Deletion of Dated Policy Regard-
ing Transfer of Personnel.--The Adm nistration reported
that the Policy Regarding Transfer of Personnel between
heal t h conponents as approved by The University of Texas
System Adm ni stration and the Medical Affairs Commttee
of the U T. Board of Regents in Cctober 1957 had becone
dat ed by subsequent guidelines issued by the Executive

Vi ce Chancellors for Academic Affairs and Health Affairs
and should be formally deleted fromthe list of operative
Regental policies.

It was reported for the record that this policy had been
replaced with admnistrative guidelines to clarify commu-
ni cati on expectations before recruitnent of the faculty
or Code 1000 adm nistrative staff of other U T. System
institutions and to offer guidance on resolution of any
conflicts resulting fromsuch recruitnent activity.
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3.

U T. System Report on Equity Ownershi p/ Busi ness Par -
ticipation for the Fiscal Year 1993-94 [Regents' Rul es

and Requl ations, Part Two, Chapter Xll, Section 8 (Intel-
| ectual Property)].--As required by Section 8, Chap-
ter XIl, Part Two of the Regents' Rules and Regul ations

and Section 51.912(c) of the Texas Educati on Code, The
University of Texas System Report on Equity

Owner shi p/ Busi ness Participation for the Fiscal Year
1993-94 set out on Pages 187 - 191 |ists enpl oyees of the
U T. Systemwho hold equity interests in or are
directors of business entities that have agreenents with
the U T. Systemrelating to research, devel opnent,

|l icensing, or exploitation of intellectual property owned
by the U T. System

This report for the Fiscal Year 1993-94 has been for-
war ded to Governor Richards and the Legi slature as
required by State | aw.
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U.T. SYSTEM EQUITY OWNERSHIP/BUSINESS PARTICIPATION REPORT

FISCAL YEAR 1993-94

G. V. Kondraske

Human Performance

License from Board of

50,000,000 shares d

Chief Executive Officer

UTARL Measurement, Regents to HPM common stock Chairman d the Board
Incorporated 8/27/87 d Directors
Edwin Edbacher PUSH Corp. Ucense from Board of 550 shares of common President

UTARL Regents to PUSH stock
8/2/93
Khosrow Behbehani and | Resplronics, Inc. Technology and Patent No stock Joint Inventors
Fu-Chung Yen Transfer Agreement
UTARL 4/1/93
B. Shirazi E-Systems Software Ucense and No Stock Principal investigator
UTARL Research ~ Agreement
6/1/94
Joseph J. Bean-ran DTM Corporation Patent Ucense 9,100 shares of common | Consultant
UTAUS 12/3/87 stock
Sponsored Research
1/1/93
Jeffrey A. Hubbeil Neocrin Corporation Patent and Technology 40,000 shares of Consultant
UTAUS (formerly Trancel License common stock
Corporation) 9/1/90C, 6/19/92
Sponsored Research
9/1/90,12/4/92
Patent and Technology 180,000 shares of Consultant

Jeffrey A. Hubbell
UTAUS

Focal, Inc. (formerly
Pegas Pharmaceuticals,
Inc.)

License
6/11/92
Sponsored
6/1/92

Research

common stock
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George C. Kramer
UTMB

2/1/93

96,000 shares of
common stock

G. Barrie Kitto Research Applications, Patent License 100,000 shares of Corporate Director
UTAUS Incorporated and Biotect | 8/10/89 common stock
Corporation Sponsored Research
8/10/89
G. Jack Lipovski Linden Technology Patent and Technology 41.65% of total common | Consultant and
UTAUS Limited License stock Chairman
(formery GJL & 10/7/91 of the Board of
Associates Directors
Limited)
Jonathan L, Sessler Pharmacyclics, Patent and Technology 100,000 shares of Consultant
UTAUS Incorporated License common stock with
5/28/92 option for 150,000 more
Sponsored Research
7/1/9
Ervin J. Fenyves EPIKON, Incorporated Patent License 525,000 shares of Consultant
UTDAL 8/13/92 commaon stock
Ron Chaney EPIKON, Incorporated Patent License 75,000 shares of
UTDAL 8/13/94 common stock
Hitton Hammock EPIKON, Incorporated Patent License 75,000 shares of
UTDAL 8/13/94 common stock
James M. Gallas Photoprotective Assignment of Patent and 54% of stock issued Chairman of the Board
UTSA Technologies, Know-How of Directors
Incorporated 12/17/89
Gearge C. Kramer Trauma Products, Inc. Patent License Agreement 1,350,000 shares of Chairman of the
UTMB 8/1/92 common stock Sclentific Board of
Advisors
LifeQuest, Inc. Research Agreement Vested option to buy Consuitant

U. T. SYSTEM EQUITY OWNERSHIP/BUSINESS PARTICIPATION REPORT ({1993-94)
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K. Lance Gould ositron Corporation Patent License Less than 2% Equity In Member, Board of
UTHSCHOU 8/14/84 the form of common, Directors

options, and preferred
Nizar A. Mullani Positron Corporation Patent  License Less than 2% Equity in
UTHSCHOU 8/14/84 the form of common,

options, and preferred
L Scott Rodkey Ampholife Technologles, Patent License 8,000 shares of common
UTHSCHOU Incorporated a9/1/88 stock
Gregory R. Munday OsteoSA Corporation Joint Venture 80,000 shares of President
UTHSCSA 7/27/88 common stock

Research
10/1/88

A, P. Shephard Avox Systems, Patent License 100% of common stock Prasident
UTHSCSA Incorporated 7/1/90 i
Kendall O. Smith Kendall O. Smith Patent License 100% of common stocké President and
UTHSCSA 1/1/91 Chairman of the Board |
S. Brent Dove RadWorks Corporation Patent License 50% of common stock President
UTHSCSA 7/1/92
W. Doss McDavid RadWorks Carporation Patent License 50% of common stock Vice  President,
UTHSCSA 7/1/92 Secretary and Treasurer
Raymond A. Applegate Entoptic Percepts, Inc. Patent License 50% of common stock President
UTHSCSA 1/1/94
A. Khokhar Argus Pharmaceuticals Patent License Options for 33,000 Consultant
UTMDACC 10/86, 6/88 shares

of common stock
J. Klostergaard Argus Pharmacetuticals, Patent License 110,909 shares of Consultant

UTMDACC

Incorporated

10/86, 6/88

common stock

U. T. SYSTEM EQUITY OWNERSHIP/BUSINESS PARTICIPATION REPORT (1983-94)




G. Lopez-Berestein Argus  Pharmaceuticals Patent License 128,485 shares and Director, Consultant
(and as trustee) 10/86,6/88 options for 45,455 Chief Sclentific
UTMDACC shares of common stock | Advisor and Chairman.
Scientific Advisory
Board
K Mehta Argus  Pharmaceuticals, Patent License 20,756 shares d Consuitant
|| UTMDACC Incorporated 6/68 common stock
R. Mehta Argus  Pharmaceuticals. Patent License 20,758 shares of Consuitant
UTMDACC Incorporated 6/88 common stock
'rFl. Perez-Soler Argus  Pharmaceuticals, Patent Lkense 110,000 shares and Consuitant
UTMDACC Inc. 6/68 optlons for 30,000
shares d common stock
w. Priebe Arqus  Pharmaceuticals, Patent License 94,909 shares of Consultant
UTMDACC Inc. 6/88 commen stock
il T. Siaga (and as LifeScience Corporation Patent Lkense 140,000 shares d None
trustee) 8/89 common stock plus
UTMDACC 230,000 shares to
be transferred beck
from King Resources
M. Hung RGene Therapeutics, Inc. Patent Lkense 571,154 shares of Chief Scientific Advisor
UTMDACC 5/94 common stock

G. Lopez-Beresteln RGene Therapeutics, Inc. Patent License 325,000 shares of Member, Board of
UTMDACC commort stock Directors

Peter Antlch Epikon,  Inc. Patent  License 125,000 shares of

UTSMCDAL 8/13/92 comimon stock

Jon Anderson Epikon, Inc. Patent License 50,000 shares of

UTSMCDAL 8/13/92 common stock

Robent Parkey Eplkon, Inc. Patent License 125,000 shares of

UTSMCDAL 8/13/92 common stock

U. T. SYSTEM EQUITY OWNERSHIP/BUSINESS PARTICIPATION REPORT (1993-94)
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John Johnson

Betagene, Inc.

Patent License and

3.000 shares d common

UTSMCDAL Sponsored  Research stock
10/1 /9%
Chris Newgard Betagene, Inc. Patent License and 15,000 shares d
f UTSMCDAL Sponsored Research common stock
, 10/1 /1
Roger Unger Betagene, Inc. Patent License and 15,000 shams d
UTSMCDAL Sponsored  Research common stock
10/1/91
J. Donald Capra GeneScreen Patent License 25,000 shares d Series
UTSMCDAL 6/30/87 A Preferred stock
Phil  Tucker GeneScreen Patent Lkense 25,000 shares d Serles
UTSMCDAL 6/30/87 A Preferred stock
Jerry W. Shay Geron Corp. Patent License 40,000 shares d
UTSMCDAL 9/8/92 common stock
Woodring Wright Geron Corp. Patent License 40,000 shares of
UTSMCDAL 9/8/92 common stock
Austin - Lona Ampholife Technologles, Exclusive License 8,000 shares d common | Director**
UT SYSTEM Incorporated 9/1/88 stock*
Austin Long Biotact, inc. Patent Lkense and 300,000 shares d Director**
UT SYSTEM Spansorad Rasaarch common stock*
8/10/89
Thomas G. Ricks DTM Corporation Patent License 200 shares of common Director=*
UT SYSTEM 12/3/87 stock*
Thomas G. Ricks Argus Pharmaceuticals, Exclusive License 400,000 shares of Director**
UT SYSTEM Incorporated 10/15/86 common stock*
Thomas G. Ricks LiteCell Corporation Exclusive License 650,000 shares of Director**
UT SYSTEM 6/6,/86 common stock™
* Held Fy ﬁrﬁ ol ﬁogenta

*h At Request of Board of Regents

U. T. SYSTEM EQUITY OWNERSHIP/BUSINESS PARTICIPATION REPORT (19683-94)




4.

U T. Arlington - Thermal Enerqgy Pl ant Boiler (Project

No. 301-784): Report on Change of Funding Source.--It
was reported for the record that the $416,986 in CGeneral
Use Fee Bal ances appropriated to The University of Texas
at Arlington - Thermal Energy Plant Boiler project at the
Oct ober 1994 neeting of the U. T. Board of Regents should
have been recorded as an appropriation of that anpunt
from General Fund Bal ances, Account 63-500, Reserve for
Renewal s and Repl acenents.

Al'l other fund appropriations remain as approved at the
Oct ober 1994 neeting of the Board.

EXECUTI VE SESSI ON OF THE BOARD OF REGENTS

Chai rman Rapoport reported that the Board had net in Executive
Session in Room 316 of the Marialice Shary Shivers Adm nistra-
tion Building at U. T. Pan Anerican to discuss matters in
accordance with Texas Governnent Code, Chapter 551, Sec-

tions 551.071, 551.072, and 551.074. In response to Chairman
Rapoport's inquiry regarding the wi shes of the Board, the fol-
| om ng actions were taken:

1.

U._T. Health Science Center - San Antonio: Settl enent

of Medical Liability Litigation - Everett Bourassa.--
Regent Ram rez noved that the Chancellor and the Ofice
of General Counsel be authorized to settle on behalf of
The University of Texas Health Science Center at San
Antonio the nedical liability litigation filed by Everett
Bourassa in accordance with the proposal presented in
Executive Session.

Vi ce- Chai rman Tenpl e seconded the notion which prevail ed
W t hout obj ecti on.

U T. Austin - Borden-Superior Dairies Gft: Authoriza-
tion for Ofice of Endownent Real Estate to Negotiate

Rei nst at enent _and Potential Future Amendnent of Purchase
Option on Two Parcels of Vacant Land Being a 1.75 Acre
Tract and a .66 Acre Tract, Austin, Travis County, Texas,
and Aut horization for the Executive D rector of Endowrent
Real Estate to Execute Al Docunments Pertaining to the
Transaction. --Upon notion of Regent Sm|ey, seconded by
Vi ce- Chai rman Lebermann, the Board:

a. Aut hori zed the O fice of Endownent Real
Estate to negotiate on behalf of The Uni -
versity of Texas at Austin for the rein-
statenent and potential future anmendnent
of an option to purchase a 1.75 acre tract
of vacant |and and a .66 acre tract of
vacant land in Austin, Travis County,
Texas, which were gifts from Borden-
Superior Dairies, for the m ninmum purchase
option price outlined in Executive Session

b. Aut hori zed t he Executive D rector of
Endownent Real Estate to execute all docu-
ments pertaining to the transaction or any
anendnents foll ow ng approval by the Pres-
ident of U T. Austin, the Executive Vice
Chancel |l or for Academ c Affairs, and the
O fice of General Counsel
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3.

U T. Austin: Brackenridge Tract - Deep Eddy Site -

Aut hori zation for Ofice of Endowrent Real Estate to
Negoti ate Anendnents to an Existing G ound Lease and
Approval for the Executive D rector of Endownrent Real
Estate to Execute Al Docunents Pertaining to the Anend-
nents. --The Board, upon notion of Regent Sm | ey, seconded
by Vi ce-Chairman Tenpl e:

a. Aut hori zed the Ofice of Endowrent Real
Estate on behalf of The University of
Texas at Austin to negotiate anendnments to
an existing ground | ease for the Deep Eddy
Site of the Brackenridge Tract in accor-
dance with paraneters outlined in Execu-
tive Session

b. Aut hori zed t he Executive D rector of
Endownent Real Estate to execute all docu-
nments pertaining to the anendnents foll ow
ing approval by the President of U T.
Austin, the Executive Vice Chancellor for
Academic Affairs, and the Ofice of Gen-
eral Counsel .

It was noted that no action was required with regard to
potential utility construction agreenents with the City
of Austin referenced in the Material Supporting the

Agenda.

U T. Austin - The Lundell Endownrent: Authorization for
t he Board of Regents as Trustee for The Lundell Endownent
to Sell a 4.3165 Acre Tract of Land in Plano, Collin
County, Texas, and for Ofice of Endowrent Real Estate to
Negotiate Al Docunents Pertaining to the Sale.--Upon
notion of Regent Loeffler, the Board of Regents of The
University of Texas System as Trustee of The Lundel
Endowrent for The University of Texas at Austin, autho-
rized the O fice of Endownent Real Estate to negotiate

on behalf of the Trustee and the Executive D rector of
Endowrent Real Estate to enter into a contract to sel

a 4.3165 acre tract of land in Plano, Collin County,
Texas, according to the paraneters outlined in Executive
Session subject to future ratification of the Real Estate
Contract by the Trustee.

Vi ce- Chai rman Tenpl e seconded the notion which carried
Wi t hout obj ection.

U T. Austin: Authorization for the President or H's
Del egate to Concl ude Negotiations for a Gft of Milti-
nmedi a Wirks of Art by Jean Cocteau and G hers and a
Conmpanion G ft of Cash for the Benefit of the Archer M
Huntington Art Gallery and the Harry Ransom Humaniti es
Research Center and Authorization for the President to
Execute All Related Docunents.--Upon notion of Vice-
Chai rman Tenpl e, seconded by Vi ce-Chai rman Leber mann,

t he Board:

a. Aut hori zed the President of The University
of Texas at Austin or his delegate to con-
cl ude negotiation of the terns of accep-
tance of a gift of nmultinmedia wirks of art
by Jean Cocteau and others and a conpani on
gift of cash for the benefit of the
Archer M Huntington Art Gallery and the

193



Harry Ransom Hunaniti es Research Center
at U T. Austin substantially within the
paraneters outlined in Executive Session

b. Aut hori zed the President of U T. Austin
to execute any and all docunents to evi-
dence the terns of the negotiated agree-
nment and to take all other actions and
execute all such other docunents as he may
deem necessary, advisable or proper to
conpl ete the acceptance of those gifts by
Decenber 31, 1994, follow ng review by the
director of the Archer M Huntington Art
Gallery, the director of the Harry Ransom
Humani ti es Research Center, the Executive
Vi ce Chancel lor for Academ c Affairs, the
O fice of Estates and Trusts, and the
O fice of General Counsel

REPORT OF BOARD FOR LEASE OF UNI VERSI TY LANDS

Regent s Rapoport and Lebernmann, as nenbers of the Board for
Lease of University Lands, submtted the follow ng report
on behalf of that Board:

Repor t

The Board for Lease of University Lands net in

M dl and, Texas, on Novenber 10, 1994, in connection
with the 86th G| and Gas Lease Sal e of Permanent
University Fund lands. The results of the sale
wll be reported at the February 1995 neeti ng of
the U T. Board of Regents.

Following is a report on the G| Royalty Take
I n-Ki nd Program established July 1, 1990:

a. The Sixth G| Royalty Take In-Kind Seal ed
Bid Sal e was hel d Septenber 19, 1994, wth
an estinmated total revenue enhancenent
of $1, 295,012 on 3,689 barrels per day.
This is additional revenue which will be
realized over and above royalties which
woul d have been received as traditional
cash royalties. The estinmated total reve-
nue enhancenent per barrel was $0.9618.
The Take I n-Kind Program now represents
approxi mately 60% of University oil roy-
alty production.

b. The Fifth Gl Royalty Take In-Kind Seal ed
Bid Sal e was held on Septenber 20, 1993,
and the prelimnary tabulations indicate a
total revenue of $961, 218 on 3,693 barrels
per day. The total revenue enhancenent
per barrel was $0.71

Cumul ative totals through August 1994 fromthe Q|

Royal ty Take In-Kind Programare 5,247,554 barrels
of oil and $3,819, 715 of net revenue enhancenent.
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OTHER NMATTERS

U T. System Annual Report on the Activities of the Student
Advi sory Group (Deferred).--Chairnman Rapoport reported that
the proposed report on the activities of The University of
Texas System Student Advisory G oup had been deferred.

SCHEDULED MEETI NGS. - - Chai rman Rapoport announced that the next
schedul ed neeting of the U T. Board of Regents would be held

on February 9, 1995, at The University of Texas at Austin and
rem nded the Board that the remai nder of the Board neeting dates
for Cal endar Year 1995 woul d be anended as a result of the
Board's actions today approving quarterly neetings.

In conpliance with the restructured format, it was ordered that
the neetings of the U T. Board of Regents for the Cal endar
Year 1995 be reschedul ed as set forth bel ow

Dat es Locati ons/ Host s
February 9, 1995 U T. Austin
May 11, 1995 U T. Medical Branch -
Gal vest on
August 10, 1995 U T. San Antonio
Novenber 9, 1995 U T. Arlington

ADJOURNMENT. - - There being no further business, the neeting was
adj ourned at 3:35 p.m

/sl Arthur H Dlly
Executive Secretary

Decenmber 8, 1994
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