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MEETI NG NO. 897

VEDNESDAY, NOVEMBER 13, 1996.--The nenbers of the Board of
Regents of The University of Texas System convened at

3:00 p.m on Wednesday, Novenber 13, 1996, in the Canbridge
Room of Le Meridien Hotel in Dallas, Texas, with the follow
ing in attendance:

ATTENDANCE. - -
Pr esent Absent
Chai rman Rapoport, presiding *Regent Hol nes

Vi ce- Chai rman Hi cks
Vi ce- Chai rman Sm | ey
Regent Deily

Regent Evans

Regent Leber mann
Regent Loeffler
Regent Tenpl e

Executive Secretary Dlly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Miullins
Executive Vice Chancell or Burck

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

RECESS TO EXECUTI VE SESSION. --At 3:03 p.m, Chairmn Rapoport
announced that the Board would recess to convene an Executive
Sessi on pursuant to Texas Governnent Code, Chapter 551, Sec-
tions 551.071, 551.072, 551.073, and 551.074 to consi der those
matters listed on the Executive Session agenda.

*Regent Hol nes was excused because of a previous commtnent.



RECONVENE. - - At 6:20 p.m, the Board reconvened in open session
to consider action on the itens that were di scussed i n Execu-
ti ve Session.

EXECUTI VE SESSI ON OF THE BOARD OF REGENTS

Chai rman Rapoport reported that the Board had net in Executive
Session to discuss nmatters in accordance with Texas Governnent
Code, Chapter 551. In response to Chairman Rapoport's inquiry
regarding the wi shes of the Board, the followi ng actions were
t aken:

1. U._T. Southwestern Medical Center - Dallas, U T. Health
Sci ence Center - Houston, and U. T. M D. Anderson Cancer
Center: Settlenents of Medical Liability Litigation/ Cdaim--
Regent Loeffler reported that the Board heard presentations
from The University of Texas System Admi nistration officials
concerning the three nedical liability matters listed in the
agenda.

Based on these presentations, Regent Loeffler noved that
the Chancellor and the Ofice of CGeneral Counsel be
authorized to settle the following nedical liability
matters in accordance with the individual proposals
presented in Executive Session:

a. Arising out of The University of Texas
Sout hwestern Medi cal Center at Dall as
the nedical liability litigation brought
by Jerry Peel and Cathy Peel

b. On behal f of The University of Texas
Heal th Sci ence Center at Houston the
medical liability litigation brought by
Don R Hart and Patricia R Hart

C. Arising out of The University of Texas
M D. Anderson Cancer Center the nedica
liability claimbrought by Janmes C
Wwang and M ng-in S. WAng.

Regent Tenpl e seconded the notion which prevailed wth-
out obj ection.



2.

U T. Dallas: Report of the Special Committee on U. T.

Dal |l as Lands Regarding the D sposition of Surplus Real
Property Located in Dallas, Ri chardson, and Pl ano,
Texas; Authorization for the Real Estate Ofice to

| npl emrent t he Recomendati ons of the Special Commttee;

Approval for the Executive Vice Chancellor for Business

Affairs to Sell Approximately 42.3 Acres of Land in
Ri chardson, Collin County, Texas; and Authorization for

President to Inplenent a Programto Solicit Donations
of Funds to Match Proceeds fromthe Sale or Lease of
Surplus Lands.--At the request of Chairman Rapoport,
the Board received a report fromthe Special Commttee
on The University of Texas at Dallas Lands regarding
the disposition of surplus real property |located in
Dal | as, Ri chardson, and Pl ano, Texas.

Upon notion of Vice-Chairman Hi cks, seconded by Regent
Tenpl e, the Board:

a. Aut hori zed The University of Texas System
Real Estate O fice in cooperation with
President Jenifer to inplenment the recom
mendati ons of the Special Commttee on
U T. Dallas Lands in accordance with the
paraneters outlined in Executive Session
with the understanding that each sale or
| ease will be processed according to the
appl i cabl e Regental Rul es and gui deli nes

b. Aut hori zed the Executive Vice Chancell or
for Business Affairs or his delegate to
take all steps necessary to sell approxi-
mately 42.3 acres of land in R chardson,
Collin County, Texas, according to the
paraneters outlined in Executive Session
foll ow ng approval by the Executive Vice
Chancel |l or for Academic Affairs and the
O fice of General Counse

C. Aut hori zed the President of U T. Dallas
to devel op and inplenent a programto
solicit donations of funds to match the
proceeds fromthe sale or |ease of the
surplus lands with the goals of |everag-
ing the inconme fromthe existing endow
ments and providing funding for prograns
whi ch are not currently covered by the
exi sting endownents.



On behal f of the Board, Chairnman Rapoport expressed
appreciation to M. Jess Hay, Chairman of the Speci al
Commttee on U. T. Dallas Lands, for his w se counsel
and | eadership of this Conmttee.

U. T. Southwestern Medical Center - Dallas: Authori-
zation for the Executive Vice Chancellor for Business
Affairs to Enter into a Contract to Purchase Approxi-
mately 58.332 Acres of Land in Two Tracts Qut of
Exchange Park, Dallas, Dallas County, Texas.--Regent
Deily noved that the Executive Vice Chancellor for
Busi ness Affairs or his delegate be authorized to
take all steps necessary to enter into a contract to
purchase approximately 58.332 acres of land in two
tracts out of Exchange Park in Dallas, Dallas County,
Texas, on behalf of The University of Texas Sout h-
western Medical Center at Dallas according to the
paranmeters outlined in Executive Session follow ng
approval by the Executive Vice Chancellor for Health
Affairs, the Ofice of General Counsel, and final
review by the U T. Board of Regents at the Febru-
ary 1997 neeting.

Regent Tenpl e seconded the notion which carried by
unani nous vote.

U. T. Medical Branch - Galveston: Authorization for the
Executive Vice Chancellor for Business Affairs to
Purchase Real Property Located in Block 676 East of
the 1700 Strand Building and in Bl ocks 426 and 427
South of the Rebecca Sealy Hospital in Gl veston,

Gl veston County, Texas, Including Authorization to
Execute All Docunents Rel ated Thereto.--Upon notion

of Regent Tenple, seconded by Vice-Chairman Hicks,

the Board authorized the Executive Vice Chancell or

for Business Affairs or his delegate on behalf of The
University of Texas Medical Branch at Gal veston to
take all steps necessary to acquire by purchase, gift,
or exchange, all remaining land in Block 676 East of
the 1700 Strand Building and in Bl ocks 426 and 427
South of the Rebecca Sealy Hospital in Galveston,

Gal veston County, Texas, according to the paraneters
outlined in Executive Session follow ng approval by
the Executive Vice Chancellor for Health Affairs and
the Ofice of General Counsel.




5. U. T. Perm an Basin: Consideration of Recomnmendati on
of Hearing Tribunal Regarding Term nation of Tenured
Faculty Menber (Wt hdrawn). --Chairman Rapoport reported
that the itemrelated to a possible faculty term nation
at The University of Texas of the Perm an Basin had
been withdrawn from consi derati on and woul d be before
the Board at a | ater date.

6. U T. San Antonio: Pronmotion of Dr. Betty Travis to
the Rank of Professor Effective Novenber 1, 1996, Pur-
suant to Order of the U. S. Court of Appeals for the
Fifth CGrcuit in Pending Litigation.--To conply with
the Order of the U. S. Court of Appeals for the Fifth
Crcuit dated Novenber 1, 1996, and the injunctive
relief ordered by the U S. District Court for the
Western District of Texas in the pending | awsuit styled
Betty Travis vs. Board of Regents of The University of
Texas System et al, Vice-Chairman H cks noved t hat
Dr. Betty Travis, an associate professor with tenure
at The University of Texas at San Antoni o, be pronoted
effective Novenber 1, 1996, to the rank of professor
and that President Kirkpatrick be authorized to take
all necessary admnistrative steps to effect the pro-
notion, including an academ c rate adjustnent commen-
surate with simlar pronotions for Fiscal Year 1997.

Vi ce- Chai rman Hi cks further noved that the pronotion
and the sal ary adjustnent authorized today (Novem

ber 13, 1996) be rescinded, wthout need for further
Board action, if the Order of the District Court
directing the Board to pronote Dr. Travis is reversed,
vacated or otherw se nodi fied on appeal.

Regent Evans seconded the notions which carried w thout
obj ecti on.

7. U T. System Approval for the Chancellor to Increase
Salaries of Certain Executive Oficers and Authorization
to I ncrease Salary of Chancellor WIliamH Cunni ngham
Ef fective Novenber 1, 1996.--Regent Evans reported that
duri ng budget considerations in August 1996, the Board
elected to freeze the salaries of certain Executive
Oficers of The University of Texas System pending fur-
ther review. Regent Evans noted that review has now
been conpl eted and noved that effective Novenber 1, 1996,




t he Chancell or be authorized to increase those sal aries
whi ch were frozen by not nore than 3.5% w th those
salaries to be reported in the Docket per the usual
budget ary procedures.

Regent Evans further noved that effective Novem
ber 1, 1996, the annual salary rate for Chancellor
W I liam H Cunni ngham be increased to $301, 000.

Regent Tenpl e seconded the notions which prevail ed by
unani nous vote.

RECESS. --At 6:30 p.m, the Board recessed to reconvene in open
session at 9:30 a.m on Thursday, Novenber 14, 1996, in

Room NA8. 102 of the Hanon Bi onedi cal Research Buil ding at The
University of Texas Sout hwestern Medical Center at Dall as.

* * * % *



THURSDAY, NOVEMBER 14, 1996.--The nenbers of the Board of
Regents of The University of Texas Systemreconvened in reg-
ul ar session at 9:30 a.m on Thursday, Novenber 14, 1996, in
Room NA8. 102 of the Hanon Bi onedi cal Research Buil ding at The
University of Texas Sout hwestern Medical Center at Dall as,
Dal | as, Texas, with the followi ng in attendance:

ATTENDANCE. - -

Pr esent Absent
Chai rman Rapoport, presiding

Vi ce- Chai rman Hi cks

Vi ce- Chai rman Sm | ey

Regent Deily

Regent Evans

Regent Hol nes

Regent Leber mann

Regent Loeffler

Regent Tenpl e

Executive Secretary Dlly

Chancel | or Cunni ngham

Executive Vice Chancell or Duncan
Executive Vice Chancellor Miullins
Executive Vice Chancel |l or Burck

Chai rman Rapoport announced a quorum present and reconvened
the neeting of the Board.

MEETI NG W TH REPRESENTATI VES OF THE UNI VERSI TY OF TEXAS SYSTEM
STUDENT ADVI SORY GROUP. - - Chai rman Rapoport reported that the
Board had a long history of sincere interest in those issues
whi ch are of concern to students within The University of

Texas System To this end, the Board supported the organi-
zation of the Student Advisory G oup and has agreed to sem -
annual neetings with representatives of that G oup.

On behal f of the Board, Chairnman Rapoport wel coned the mem
bers of the Student Advisory G oup and expressed appreciation
for the time and effort the G oup has devoted to student con-
cerns within the U T. System He noted that Ms. Francie
Frederi ck, Associate Executive Vice Chancellor for Academ c
Affairs, is the Board's direct liaison to this Goup and

t hanked Ms. Frederick for her efforts to coordi nate and
expedite the Goup's activities.

Chai rman Rapoport asked M. Mchael McGlin, Chair of the
G oup, to nake the appropriate introductions and to begin



t he di scussions per the agenda which was before the Board
and which is on file in the Ofice of the Board of Regents.

MATTERS RELATED TO THE UNI VERSI TY OF TEXAS
| NVESTMENT MANAGEMENT COMPANY ( UTI MCO)

1. U T. System Report on Investnents at August 31, 1996.--
On behal f of The University of Texas |nvestnent Manage-
ment Conpany (UTI MCO), Regent Hicks, Chairnman of the
UTI MCO Board, summarized the Report on Investnents for
The University of Texas Systemfor the fiscal year end-

i ng August 31, 1996, for the Permanent University Fund,
Long Term Fund, Short/Internedi ate Term Fund, and Sepa-
rately Invested Assets.

Report by Regent Hicks on Behalf of UTIMCO

M. Chairman and nenbers of the Board, | am pl eased to
summari ze on behal f of UTIMCO the investnments for The

University of Texas Systemfor the fiscal year ending

August 31, 1996.

I[tema on Page 11 presents the summary report for

Per manent University Fund (PUF) investnents. The PUF
began the year with a nmarket val ue of $4.958 billion.
During the year, incone fromthe production of mnerals
on PUF Lands added $65.7 million of new contributions to
the Fund versus $57.1 million for the previous year. In
addition, total investnment return was $521.5 mllion of
whi ch $253.6 mllion was incone return and $267.9 nillion

was price return. Inconme return of $253.6 mllion was
distributed to the Avail able University Fund (AUF)
resulting in a year-end market value of $5.292 billion.

During the period, $65.7 mllion of new cash was all o-
cated to international equities. Assets will continue to
be reall ocated from new cash and bonds to equities over
tinme in order to increase the exposure to equities and
dividend gromh. The allocation to bonds, at 44% of

the PUF, continues to be reduced gradually although it
remai ns overwei ghted versus the Fund’s |long-termtarget
of 30% This overweighting is the result of the objec-
tive to maintain incone at current levels. As of year-
end, 50% of the PUF was allocated to equities with 40%
in U S large and md cap stocks, 4%in U S. small cap
stocks, and 6% in non-U. S. equities. The bal ance of 6%
was allocated to alternative assets such as venture
capital and private equities.


GFaulk
Underline

http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/11-96agenda.pdf

| ncome distributions to the AUF of $253.6 mllion for the
year increased by a nomnal rate of 1.6% and by an infl a-
tion adjusted rate of -1.3% Interest incone fromfixed
i ncone securities, which represents approxinmately 75% of
total incone generated, declined by 2.0%to $186.1 m | -
lion from$190.0 million. Replacenent of existing coupon
rates on maturing bonds during this phase of the interest
rate cycle continues to represent a nmajor inpedinent to
preservation of income purchasing power. During the
year, $156.5 nmillion bonds with an average yield of 9.08%
ran off and were reinvested at an average yield of 7.21%
D vidend i ncone, on the other hand, continued to grow
increasing by 10.2%to $59.5 mllion from$54.0 mllion.
Finally, income fromalternative assets increased by 40%
from$4.7 mllion to $6.6 mllion during the period.

Total investnment return for the year was 10. 7% Fi xed

i ncone as an asset class continued to performpoorly with
t he Sal onon Broad Bond I ndex generating a total return

of 4.1% The Fund' s fixed inconme portfolio at 3.9% under
performed the index due to the | onger average maturity of
the portfolio versus the index. Equities, as an asset

cl ass, continued to generate higher relative returns with
the S&P 500 I ndex posting an 18. 7% return. The PUF s
equity (including international) portfolios under per-
formed this index generating a 16.3% return. Finally,
private investnents produced a 25.9% return for the year,
above its benchmark return of 23.7%

I[temb on Page 12 reports summary activity for the Long
Term Fund (LTF). During the year, net contributions
totaled $54.1 million. Net investnent return was

$178.6 million of which $76.4 million was paid to the
endownent and ot her funds underlying the LTF. The

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

a per unit basis, each endownrent’s ownership in the

LTF i ncreased from $3. 66 per share to $3.90 per share.



Asset allocation at year-end was 29% fi xed i ncone,

66% equities (of which 55% was U. S. donestic equities
and 11% was international equities), and 5% alternative
assets. Total investnent return for the Fund was 11.6%
and net 3.9% after expenses of 0.22% inflation of 2.88%
and spendi ng of 4.54%

I[temc on Page 13 presents annual activity for the
Short/Intermedi ate Term Fund. During the quarter, the
Fund received net contributions of $216.7 mllion. It
earned $58.2 million in total return, incurred expenses
of $0.2 mllion, and distributed $72.1 nmillion to U T.
System conponent institutions. Total return on the Fund
was 4.78% for the year versus the Fund s performance
benchmark of 5.16%

Itemd on Page 14 presents book and narket val ue of
cash, fixed inconme, equity and other securities held in
funds outside of internally nmanaged investnent pools.
Total cash and equival ents consisting primarily of
conponent operating funds held in the noney market fund
increased from$559 million to $602 nmillion at year-end.
Asset values for the remaining asset types were fixed
incone securities: $82.2 mllion; equities: $20.9 ml -
l'ion; and other assets of $5.1 mllion.

10



a PERMANENT UNIVERSITY FUND

Summary Investment Report at August 3 1, 199%.-

PERMANENT UNIVERSITY FUND (J)
INVESTMENT SUMMARY REPORT

($ millions)
FY%-9%5 FY9%5-96
Full Year 1 Qtr 2nd Qtr 3rd Qtr 4th Qtr  Full Year
Beginning Market Vdue 4,428.0 4,9585 51537 5,280.7 53436 49585
PUF Lands Receipty(z) 57.1 16.4 13.8 19.0 16.5 65.7
Invesment Income 249.5 64.6 60.1 67.1 61.8 253.6
Investment Income Distributed (249.5) (64.6) (60.1) (67.1) (61.8) (253.6)
Redized Gains (Loss) 105.5 46.3 34.2 73.3 43.0 196.8
Change in Unredized
Gains (Losses) 367.9 1325 79.0 (29.4) (111.0) 71.1
Ending Maket Vdue 4958.5 5,153.7 5,280.7 5,343.6 5,292.1 5,292.1
AUF Income
Investment Income 249.5 64.6 60.1 67.1 61.8 253.6
Surface Income 3.9 0.4 1.7 0.9 1.8 4.8
Total 253.4 65.0 61.8 68.0 63.6 258.4

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

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

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

Summary Invesment Report a August 3 1,1996.--

LONG TERM FUND
SUMMARY REPORT

(§ millions)
FY94-95 FVOs.04
Full Year 1st Otr 2nd Qtr 3rd Qtr 4th Qtr Full Year
Beginning Net Assets 1,226.3 1,558.8 1,628.5 1,694.9 1,733.3 1558.8
Net Contributions 202.3 19.6 17.9 (0.9) 175 54.1
*Invesment Return 203.4 69.9 68.8 62.0 (18.4) 182.3
Expenses (28) (0.7) (0.9) (1.0) Ly (3.7)
Digtributions  (Payout) (68.5) (18.9) (19.1) (19.2) (19.2) (76.4)
Digribution of Loss on
*Participant  Withdrawals (1.9) (0.2) (0.3) (2.5) (3.0)
Ending Net Assets ,558.8 1,628.5 1,694.9 1,733.3 1,712.1 1,712.1
Net Assat Vaue per Unit 3.661 3.778 3.890 3.985 3.897 3.897
No. of Units (End of Period) 425,751,253 431,062,475 435,717,737 434,972,374 439,352,011 439352911
Didribution Rete per Unit 0.175 0.04375 0.04375 0.04375 0.04375 0.175

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

*Prior period reporting has been restated to conform with current period.
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c. SHORT/INTERMEDIATE TERM FUND

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

SHORT/INTERMEDIATE TERM FUND

SUMMARY REPORT

($ millions)

FY94-95 FY95-96
Ful Year 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr Ful Yexr
Beginning Net Assets 945.3 1,129.5 1,232.9 1,266.8 1,278.6 1,129.5
Net Contributions 175.7 94.4 39.8 29.7 52.8 216.7
*Invement Return 68.7 25.8 12.0 0.4 20.0 58.2
* Expenses (0.2) (0.1) (0.1) (0.2)
*Didributions of Income (60.0) (16.8) (17.9) (18.2) (19.2) (72.1)
Ending Net Assets 1,129.5 1,232.9 1,266.8 1,278.6 1,332.1 1,332.1

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

*Prior period reporting has been restated to conform with current period.
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d. SEPARATELY INVESTED ASSETS

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

SEPARATELY INVESTED ASSETS
SUMMARY REPORT
(§ thousands)

FUND TYPE
CURRENT  PURPOSE ENDOWMENT & ANNUITY & LIFE
DESIGNATED RESTRICTED SIMILAR FUNDS INCOME FUNDS AGENCY FUNDS  OPERATING FUNDS TOTAL
ASSET TYPES
Cash & Equivalents: BOOK MARKET BOOK MARKET BOOK MARKET  BOOK MARKET BOOK MARKET  BOOK  MARKET BOOK  MARKET
Beginning value 611196 24,492 24,492 1,364 1,364 19,483 19,483 440 440 2,547 2,547 618553 618553 666,879 666,819
Increase/{Decrease) (21,820) (21,8200 1,273 1,273 15,776 15,776 (44) (44)  (2,527) (2,527)  (57,121) (57,121)  (64,463) (64,463)
Ending value 83 1196 2,672 2,672 2,637 2,637 35,259 35,259 396 39 20 20 561432 561432 602,416 602,416
Debt Securities:
Beginning value 6/1/96 12,604 12,573 7 4 45,921 45,762 7,796 7,902 40,695 40,673 107,023 106914
Increase/{Decrease) (2,013)  (2,028) . . (11,043) (11,102) 48 10 (11,577) (1 1579  (24,585) (24,699)
Endingvalue 8131196 10,501 10,545 7 ! 34,878 34,660 7,864 7912 . 29,118 29,094 82,438 82,215
Equity Securities:
Beginning value 6/1/96 52 82 571 560 13,770 18,042 1,084 1,603 - . . 15,477 20,287
Increase/( Decrease) 906 67 93 154 (132) 67 (267) . . . 288 600
Ending value 8/31/96 52 988 638 653 13,924 17,910 1151 1,336 - 15,765 20,887
Other:
Beginning value 6/1/96 . - . - 39 39 5,137 5137 5,176 5,176
Increase/(Decrease) 485 485 (462) (462) (50) (50) (0 (N (28) {28)
Ending value 8/31/96 485 485 (423) (423) 5,087 5,087 (1) (1) 5148 5,148

Report prepared in accordance with Sec. 51.0032 of the Texas Education Code.
Details of individua assets by account furnished upon request.




Per neanent University Fund: Report on Investnents for
the Fiscal Year Ended August 31, 1996.--The University
of Texas I nvestnent Managenent Conpany presented the
annual report on Permanent University Fund investnents
for the fiscal year ended August 31, 1996, which sum
marizes the Fund' s investnent transactions, bal ances,

i nvest nent objectives, performance, and asset all oca-
tion information.

The Board approved this report and directed its distri-
bution to the Governor, nmenbers of the Legislature, and
other State Oficials, as required by Section 66.05 of
t he Texas Educati on Code.

| TEMS FOR THE RECORD

U T. System Report on Status of Degree Progranms and
Academ ¢ Organi zati on Requests Approved by the U. T.
Board of Regents and Submitted to the Texas Hi gher
Educati on Coordi nating Board for the Period Septem
ber 1, 1995 Through August 31, 1996.--Following is a
report for the record on the status of degree prograns
and academ c organi zati on requests within The Univer-
sity of Texas System whi ch have been approved by the
U T. Board of Regents for subm ssion to the Texas

Hi gher Education Coordi nating Board. [Included are
itenms which have been acted upon by the Coordinating
Board since Septenmber 1, 1995, were still pending

before the Coordinating Board as of August 31, 1996,
or have been wi thdrawn tenporarily from Coordinating
Board consi deration since Septenber 1, 1995. Four
regul ar Coordi nating Board neeti ngs have occurred
since the last report. Full approval has been given
for 18 prograns and adm ni strative change requests
and 22 requests are now pending or w thdrawn.

a. Degree Prograns and Acadenmi ¢ Administrative
Changes Approved by the Coordi nati ng Board
for | nplenentation

U T. Austin

Ph.D. in Operations Research and Industri al
Engi neeri ng
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U T. Brownsville

A in Chemstry

A. in Miusic (This programwas erroneously
listed in a previous report as having
been approved.)

A. in Physics

S. in Conputer Science

S. in Engineering Technol ogy

W m

T. Dall as

S. in Neuroscience

cC o € I

T. El Paso

M S. in Kinesiology and Sports Studies
Ed. D. in Educational Leadership and Adm nistration

U T. Perm an Basin

MS. in Ctimnal Justice Adm nistration

U T. San Antonio

Divided the Division of Art and Architecture into
the Division of Visual Arts and the Division of
Architecture and Interior Design

U T. Tyler

B.S. in Conputer Information Systens

U T. Southwestern Medical Center - Dall as

Est abl i shed a Departnent of Mol ecul ar Bi ol ogy and
Oncol ogy

U T. Health Science Center - Houston

Doctor of Science in Nursing

U T. Health Science Center - San Antonio

MS. in dinical Laboratory Science
Est abl i shed a Departnent of Mol ecul ar Bi onedi cal
Sci ences

16



U T. Austin Cooperative with U T. Pan Anmerican

Ed.D. in Educational Admnistration (Step I1)

U T. Health Science Center - San Antoni o
Cooperative with U T. Pan Anerican

B.S. in Cccupational Therapy
Requests Approved by the U. T. Board of Regents and

Pending with the Coordi nati ng Board

U T. Austin

B.S. in CGeosystens Engi neering and Hydr ogeol ogy

U T. Brownsville

B.S. in Health Pronotion
MA. in Hstory
U.

T. El Paso

B.S. in Cccupational Therapy
Mast er of Physical Therapy
M S. in Conputer Science

U T. Pan Ameri can

Ed. D. in Educational Leadership (Step I11)

Master of Fine Arts with Major in Art

MS. in Rehabilitation Counseling

M Ed. in Special Education for Culturally and
Li ngui stically D verse Learners

U T. Perm an Basin

Mast er of Professional Accountancy

U T. San Antonio

MA. in Political Science
M S. in Sociol ogy

17



U T. Tyler

B.S. in Electrical Engineering
B.S. in Mechani cal Engineering
Mast er of Engi neering

MA. in Political Science

U T. Mdical Branch - Gal veston

Ph.D. in Nursing (passed first reading, pending
second readi ng)

U T. Health Science Center - San Antonio

MS. in Nursing, Pediatric Nurse Practitioner

C. Itens Approved by the U T. Board of Regents and
Pendi ng Subm ssion to the Coordi nati ng Board

U T. Pan Ameri can

MA in Crimnal Justice

d. Itens Approved by the U T. Board of Regents, Sent
to the Coordinating Board, and Subsequently Wth-
drawn by the Institution

U T. El Paso

MS. in Health Education and Pronotion (Fornerly
Heal t h Sci ence)
MA. in Crimnal Justice

2. U T. System Report on Status of Admi nistratively
Approved Acadeni ¢ Program Changes for the Period Sep-
tenber 1, 1995 Through August 31, 1996.--1n accordance
w th Regentally approved guidelines, the appropriate
Executive Vice Chancellor is authorized to forward
certain academ c program changes to the Texas Hi gher
Educati on Coordi nati ng Board for approval at the staff
| evel , subject to periodic reporting to the U. T.
Board of Regents for the record. These changes,
considered to be "nonsubstantive" according to the
Coordi nating Board's term nol ogy, nust be consistent with
institutional Tables of Programs approved by the U T.

18



Board of Regents and the Coordinati ng Board. Four
regul ar Coordi nating Board neeti ngs have occurred
since the | ast report.

Set forth belowis a report for the record of 16 such
nonsubst anti ve approvals granted by the staff of the
Coordi nating Board for ten of The University of Texas
System conponent institutions during the period from
Septenber 1, 1995 t hrough August 31, 1996:

U T. Arlington (3 itens)

1. Changed the Master of Arts in Crimnal Justice
to the Master of Arts in Crimnology and
Crimnal Justice

2. Added the B.S. to the existing B.A in
I nterdisciplinary Studies

3. Added an Option in Political Institutions and
Processes to the MA in Political Science

U T. Austin (2 itemns)

4. Renaned the Departnent of Oriental and African

Languages and Literature to the Departnent of
M ddl e Eastern Languages and Cul tures (which

i ncludes a Center for Mddle East Studies),
created a Departnent of Asian Studies (that

i ncludes a Center for Arabic Studies), and
real i gned degree prograns in the new depart-
ment s

5. Renaned the Option Il of the MA in Curriculum
and Instruction to the MA in Human Resource
Devel opnent

U T. Dallas (1 item

6. Changed the MS. in Managenent and Adm nistrative
Sciences to the MS. in Accounting
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U T. El Paso (1 item

7. Added the follow ng interdisciplinary science
progr ans:
a. B.S. in Earth Science
b. B.S. in Life/Earth Science
C. B.S. in Natural Sciences
d. B.S. in Physical Sciences
and designated the Ofice of Vice President for
Academ c Affairs as an academ c unit to adm nister
approved interdisciplinary prograns

U T. San Antonio (2 itens)

8. Changed the Master of Professional Accounting to
the MS. in Accounting

9. Changed the Division of English, Cassics, and
Phi | osophy to the Division of English, C assics,
Phi | osophy, and Conmuni cati on

U T. Tyler (1 item

10. Realigned the master's degree prograns in psychol ogy
and counseling with the foll ow ng designations:
(a) MS. in dinical Psychology, (b) MA in
Counsel i ng Psychol ogy, (c) MA. in Counseling
Psychol ogy with a programin Marriage and Fam |y,
and (d) MA. in School Counseling

U.T. Medical Branch - Galveston (1 item

11. Changed the nane of the Departnent of Othopaedic
Surgery to the Departnent of O thopaedic Surgery
and Rehabilitation

U. T. Southwestern Medical Center - Dallas (2 itens)

12. Renaned the Departnent of Allied Health Education
to the Departnent of Health Services Adm nistration

13. Established the Departnent of Plastic Surgery

20



U T. Health Science Center - Houston (2 itens)

14. Created an area of concentration in Medical Physics
| eading to the existing Ph.D. in Bionmedical Sciences

15. Created areas of concentration in Integrative
Bi ol ogy leading to the existing MS. in Bionedical
Sci ences and the Ph.D. in Bionedical Sciences

U T. Health Science Center - San Antonio (1 item

16. Transferred the Post-Baccal aureate Certificate
Programin Cytogenetics fromU. T. Health Science
Center - Houston to U. T. Health Science Center -
San Antonio

Robertson Poth Foundation: Report of Dissolution.--At
its Novenber 1995 neeting, the U T. Board of Regents
anended the Regents' Rules and Regul ations, Part One,
Chapter VII, Section 5 relating to Trust Foundati ons
by deletion of this Section inits entirety. It had
previously been determ ned that Section 5 was outdated
with regard to current Internal Revenue Service term -
nol ogy and with reference to current managenent by The
University of Texas System of the three charitable
trusts identified therein (Hogg Foundation for Mental
Heal t h, Wnedal e Stagecoach I nn Fund, and Robertson
Pot h Foundation). A formal recommendation for the

di ssolution of the Robertson Poth Foundation was
approved by the Board of Trustees on August 12, 1993,
and that process has been acconpli shed.

A judgnent was entered on July 3, 1996, in the 201st
District Court of Travis County, Texas, term nating
t he Robertson Poth Foundation and transferring the
assets to the various nedical schools nanmed in the
Trust instrument establishing the Robertson Poth
Foundat i on.
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The distribution of assets was as foll ows:

The University of Texas Medi cal

Branch at Gal veston $975, 855. 00
Uni versity of Pennsyl vani a $975, 855. 00
Johns Hopkins University $975, 855. 00
Stanford University $700, 149. 00

Al'l past grants and gifts of approximtely $1, 000, 000
made by the Foundation to the U T. Medical Branch -
Gal veston were al so approved by the Court in the

j udgnent .

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
behal f of that Board:

Repor t

A total of 86,550 acres of Permanent University
Fund | ands was advertised for |ease in Regular
Ol and Gas Lease Sale No. 90, and 467,926 acres
were offered for lease in Frontier Ol and Gas
Lease Sale No. 90-A Bids submtted for the

| ease sal es were opened at the Center for Energy
and Economc Diversification in Mdland, Texas,
on Monday, Novenber 11, 1996, and | ease awards
wer e made on Tuesday, Novenber 12, 1996, in
Austin, Texas, at the neeting of the Board for
Lease of University Lands.

Executive Vice Chancellor for Business Affairs Burck reported
on the results of those sales as set forth on Page 23 .
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90th Oil and Gas Leae Sdle*
November 11, 1996

Regular Sale
o Totd high bids $6,321,007.87
o Tota acreage sold: 43,960.5
« Average high bid/acre: $143.79
o High bid per acre: $602.47 (UMC Petroleum)

« Who spent the most money?.  Texaco ($1.3 million)
UMC ($1.2 million)

Frontier Sale
o Tracts sold: |
o ‘Acres sold: 2,739.3
e Amount: $10,108
o Average per acre $3.69
Grand Totals:
High bids: $6,331,115.87
Acreage: 46,699.8

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

*Corrected due to void bid for Tract 1
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RECESS FOR COW TTEE MEETI NGS AND COW TTEE REPORTS TO THE
BOARD. -- At 10:50 a.m, the Board recessed for the neetings
of the follow ng standing commttees: Executive Conmttee,
Busi ness Affairs and Audit Commttee, Health Affairs Com
mttee, and Facilities Planning and Construction Commttee.
The reports of the standing commttees are set forth on
Pages 61 - 259.

RECESS FOR BRI EFI NG SESSI ON AND LUNCH. --At 11:50 a.m, the
Board recessed for lunch which included a briefing session
as permtted by | aw.

RECONVENE. - - At 1: 00 p.m, the Board reconvened in open ses-
sion in Roons NB2.402 and NB2.403 of the Simmons Bi onedi cal
Resear ch Bui |l di ng.

WELCOVE BY KERN W LDENTHAL, M D., PRESI DENT OF THE UNI VERSI TY
OF TEXAS SOQUTHWESTERN MEDI CAL CENTER AT DALLAS. - - Chai r man
Rapoport stated that the Board was pl eased to be neeting at
The University of Texas Sout hwestern Medical Center at Dall as
and was especially delighted to have had the opportunity to
meet with many of this conponent's friends and supporters at

| ast evening's (Novenber 13) very nice social event. He
expressed the Board's deep appreciation and thanks to the
Sout hwest ern Medi cal Foundation for its ongoing and generous
support of this institution. M. Rapoport then called on
Kern Wldenthal, MD., President of U T. Southwestern Mdical
Center - Dallas, for any wel com ng remarks on behalf of the
host institution.

On behalf of the faculty, staff, and students of the institu-
tion, President WIdenthal wel coned the nenbers of the Board
and ot her guests to Dall as.

U T. BOARD OF REGENTS: APPROVAL OF M NUTES OF REGULAR MEET-
| NG HELD ON AUGUST 7-8, 1996, AND SPECI AL MEETI NGS HELD ON
AUGUST 29, 1996, AND OCTOBER 8, 1996.--Upon notion of Vice-
Chairman Sm | ey, seconded by Regent Tenple, the M nutes of
the regular neeting of the Board of Regents of The Univer-
sity of Texas System held on August 7-8, 1996, in Tyler,
Texas, were approved as distributed by the Executive Secre-
tary. The official copy of these Mnutes is recorded in

the Permanent M nutes, Volunme XLIII, Pages 1959 - 2355.
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Upon notion of Regent Tenple, seconded by Vice-Chairman Hi cks
and Regent Lebermann, the M nutes of the special neetings of
the Board of Regents of The University of Texas System held
on August 29, 1996, and Cctober 8, 1996, in Austin, Texas,
were approved as distributed by the Executive Secretary. The
official copies of these Mnutes are recorded in the Perna-
nent M nutes, Volune XLIIIl, Pages 2356 - 2396 and Vol une XLIV,
Pages 1 - 4, respectively.

SPECI AL | TEMS

1. U T. Board of Regents: Anendnents to the Regents' Rul es
and Regul ations, Part One, Chapter Il (Adnmnistration) to
Add a New Section 10 Relating to the Vice Chancellor for
Tel econmuni cati ons and I nformation Technol ogy. - - Appr oval
was given to anmend the Regents' Rules and Requl ations,
Part One, Chapter |l (Adm nistration) by adding a new
Section 10 as set forth bel ow and renunbering present
Sections 10 through 13 as Sections 11 through 14:

Sec. 10. Vice Chancellor for Tel ecommuni cati ons and
| nformati on Technol ogy.

The Vi ce Chancell or for Tel ecomruni cati ons and
I nformati on Technol ogy reports to the
Chancellor and will lead the Systemw de
efforts in all aspects of information
technology initiatives and activities. The

Vi ce Chancel |l or for Tel econmuni cati ons and

I nformati on Technol ogy provides staff

assi stance to the Chancell or and the Executive
Vice Chancellors in the exercise of their
responsibilities.

10.1 Appoi nt rent _and Tenur e.
The Vi ce Chancell or for
Tel ecomruni cati ons and I nformation
Technol ogy shall be appointed by the
Board after nom nation by the
Chancellor. The Vice Chancel lor for
Tel ecomruni cati ons and I nformation
Technol ogy shall hold office w thout
fixed term subject to the pleasure
of the Chancellor. The Chancellor's
actions regarding the Vice Chancell or
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2

for Tel ecommuni cations and
I nformati on Technol ogy are subject to
revi ew and approval by the Board.

Duties and Responsibilities.

The primary responsibilities of the

Vi ce Chancel | or for

Tel ecomruni cati ons and I nformation

Technol ogy i ncl ude:

10. 21 The inplenentation of an
infrastructure that wll
permt information
technol ogy to enhance the
ef fecti veness of
initiatives related to the
basic mssions of the U T.
System including standards
for creation, distribution,
and storage of information.

10. 22 The managenent of the U. T.
System Network to include
pl anned growt h, standards,
and operating procedures
and the coordi nation of
adm ni strative
vi deoconf er enci ng.

10. 23 The coordination of
trai ni ng wor kshops and
sem nars, activities
related to a virtua
uni versity, purchase of
Systemw de software
| i censes, assessnent of
di stance education
ef fecti veness, and
eval uation of pil ot
projects related to
i nformation technol ogy.

10. 24 The formation of a U T.
System i nformati on
technol ogy comm ttee.

10. 25 The performance of such
ot her duties and
responsibilities as may be
assi gned by the Chancellor.
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I n Decenber 1994, the Chancellor established the U T.
System O fice of Tel ecomruni cations and | nformation
Technol ogy to provide Systemw de direction and coordi -
nation in those inportant areas.

To increase the visibility and inportance of that office,
the title for the head of that office was changed from
Director to Vice Chancellor for Tel ecommunications and

I nformati on Technol ogy. The change in title for this
position, which was effective Septenber 1, 1996, should
enhance the ability of the U T. Systemand its com
ponent institutions to devel op, coordinate, and
adm ni ster prograns and activities related to tele-
comuni cations and information technology initiatives.

Dr. Mario J. Gonzalez is the first holder of this vice
chancel | or position.

U T. System Report of Summary of G ft Acceptance and
Rel ated Admi nistrative Actions Conformng to Board Policy

for June 1, 1996 Through August 31, 1996.--Vice Chancel -

| or for Devel opnment and External Relations Perry revi ewed
the Summary of G ft Acceptance and Rel ated Adm ni stra-
tive Actions Conformng to Board Policy for The Univer-
sity of Texas Systemfor the period June 1, 1996 t hrough
August 31, 1996, as set forth on Pages 28 - 32.

Vi ce Chancellor Perry reported that during this period
136 itens conformng to Board policy were approved

i ncludi ng the acceptance of $10,192,846 in gifts and
$325, 639 in Regents' Endownrent Program matching contri -
butions. Oher matching contributions from previously
accept ed Board-held matching funds totalled $1, 054, 166.

Ms. Perry noted that this report includes only those
funds which relate to endowrents, estates, and ot her
such funds which are managed by the U T. System Ofice
of Devel opnent and External Relations. The conprehen-
sive report outlining private sector support for cur-
rent prograns and capital projects at the fifteen

U T. System conponents for the 1995-96 year is in the
process of being conpiled and will be available for
distribution after the first of the year.
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ASSET TYPES

ACCEPTANCE OF GIFTS HELD BY BOARD

#ALL COMPONENT REAL MATCHING
ITEMS INSTITUTION CASH SECURITIES ESTATE PLEDGES OTHER TRANSFERS FUNDS TOTAL VALUE
| UJ. T. Arlington 10,000 - — naa - — — s 10,040
85 U T. Austn 1,548964 s 75,605 S 240000 s 1,260,398 § 35695 § 146859 s 779805  § 3.633,160 *
3 U.T. Dallas 100,000 - - S 50,000 - - - s 150,004
I U. T. El Paso 339,452 S 110,664 ane — — - == s 450,116
| U. T. Permian Basin 10,000 — R - - - —_ S 10,000
6  U.T. SanAntonio 190,000 - - - — - - s 190,000
2 U.T. Tyler 325,000 — § 275,000 - - — 600,000
9  U.T. SWMC-Dallas 945328 s 50299 - s 150,000 — — s 600,000 S 1,145,627 «
4 U.T.M.B.-Galveston 10,000 . - s 469,283 — $ 479,288
10 UTHSC-Houston 452,082 — - s 678,450 % 300,000 § 581,018 — s 2,011,550
2 UTHSC-San Antonio 34,008 o - ams - - $ 34,008
9 UTMDACC 1,062,119 - . - - - . s 1,062,119
3 UTHC-Tyler 164,117 - - S 475,000 — s 103,500 - 742,617
136 TOTAL 5,191,070 s 236560  § 240000 s 2,888,848 § 335605 § 1,300,665 § 1379805 s 10,518,485 .

e Nat included in total:

NOTE: Compiled by Qffice of Development and External Relations

U. T. Austin + $454,166 of Board-held matching funds: U. T. SWMC-Dallas « $606,000 of Board-held matching funds.
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COMPONENT
INSTITUTION

U. T. Arlington

ENDOWMENTS

CLASSIFICATION OF GIFTS AND OTHER ACTIONS

CHARITABLE
REMAINDER
TRUSTS

POOLED
INCOME
FUND

REMAINDER
INTERESTS

HELD IN
TRUST

BY OTHERS

CURRENT
PURPOSE

OTHER

U. T. Austin

83

U. T. Dallas

U. T. El Paso

U. T. Permian Basin

U. T. San Antonio

U. T. Tyler

U.T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-San Antonio

UTMDACC

UTHC-Tvler

TOTAL
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COMPONENT
INSTITUTION

U. T. Arlington

PURPOSES OF GIFTS HELD BY BOARD AND OTHERS

ENDOWMENT

CHAIR

DIST. FACULTY GRADUATE

PROFSHI? PROF'SHIP FELLOWSHIP FELLOWSHIP SCHOLARSHIP

OTHER

CURRENT
PURPOSE

QOTHER
PURPOSE

U. T. Austin

I1' T Dallas

U.T. El Paso

U. T. Permian Basin

U. T. San Antonio

U T Tyler

U. T. SWMC-Dallas

U. T. M.B.-Galveston

UTHSC-Houston

UTHSC-San Antonio

UTMDACC

UTHC-Tyler

TOTAL

Total purposes may not equal total number of items for each component due to the fact that some items pertain 1o multiple purposes
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COMPONENT

INSTITUTION

I T Arlineton

ESTABLISH

ENDOWMENT

OTHER ADMINISTRATIVE ACTIONS

REDESIGNATE
ENDOWMENT LEVEL

OTHER
REDESIGNATION

DISSOLVE
ENDOWMENT

APPROVE/ALLOCATE
MATCHING

ACCEPT
TRUSTEESHIP

OTHER

U. T. Austin

U. T. Dallas

. T. El Paso

U. T. Permian Basin

U. T. San Antonio

II' T Tvler

U. T. SWMC-Dallas

U. 7. M.B.-Galveston

UITHSC-Houston

UTHSC-8an Antonio

UTMDACC

UTHC-Tvler

TOTAL

106

33
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COMPARATIVE SUMMARY OF GIFTS ACCEPTED VIA THE OFFICIAL ADMINISTRATIVE PROCESS

COMPONENT FY 1995 FISCAL YEAR 1996

INSTITUTION FULL YEAR 9/1/95 - 11/3045 12/1/95 - 212996 3/1/96 --5/31/96 FULL YEAR
U. T. System s s H — 5 40,000 $ e S 40,000
U. T. Arlington 5 476,474 s - $ 112,630 S 35,000 $ 157.630
U. T. Austin S 11,154 914 3 2,061,600 $ 1,406,858 $ 4,820,409 $ 11,922,027
U. T. Brownsville S 220.000 s s S e $ - § —
U. T. Dallas s 10,578 S 600,000 s 20,000 ] - ) 770,000
U. 7. El Paso s 854,886 s 115,328 b 25,000 S 37,000 3 627,444
U. T. Pan American $ 524,267 b — s we hY - S -
U. T. Permian Basin ) 567,500 5 10,000 3 37,058 ) 305,019 $ 362,077
U, T. San Antonio $ 150,300 s — $ 117,128 b 338,838 s 645,959
U. T. Tyler $ 365,000 3 86,046 s -~ s 200,000 s 886,046
U. T.SWMC-Dallas ) 4,999,190 ] 750,151 $ 11,488,653 s 25,000 $ 13,400,431
u. T-M.B.-Galveston H) 3,795,794 ) 3,150,000 H 3,663,082 $ 99,673 $ 7,392,043
UTHSC-Houston 3 1,068,967 s 285,111 s 100,000 $ 476,280 ) 2,872,941
UTHSC-8an Antonio $ 273,834 S = $ w— ) 1,491,000 3 1,525,008
UTMDACC ) 1,230,048 3 e ) 154,235 S 2,050,745 3 3,267,009
U. T. HC-Tyler $ 748,608 H - $ = $ 321,500 s 1,064,117
UTEP and UTMB $ - $ o $ - $ 1,028,125 3 1,028,125

TOTAL 3 26,440,360 $ 7,058,236 S 17,164,637 $ 11,228,589 $ 45,969,947
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U T. System Approval of CGuidelines for the Periodic
Eval uation of Tenured Faculty.--Chairmn Rapoport
reported that the proposed Guidelines for the Periodic
Eval uation of Tenured Faculty within The University of
Texas System were before the Board on yell ow paper. He
noted that this subject had received a substanti al
anount of press coverage in recent weeks and had caught
the attention of the faculties at several U T. System
conponent institutions. Chairman Rapoport then called
on Chancel | or Cunni nghamto review the proposed CGui de-
| i nes which were before the Board.

Dr. Cunni ngham noted there is increased |egislative and
public interest in accountability of all State enploy-
ees, including faculty nenbers with tenure contracts.
The recommended CGui delines for the Periodic Eval uation
of Tenured Faculty will serve to assure that faculty
menbers are neeting their responsibilities to the Uni-
versity and the State of Texas while providing guid-
ance for continuing and neani ngful faculty devel opnent.

Chancel | or Cunni ngham poi nted out that the Quidelines
were initially drafted follow ng di scussions with an
appoi nted commttee of admnistrators, faculty, and
students and had been revised based on revi ew and
comments by the institutional presidents, the el ected
institutional faculty and student governance bodi es,
the U T. System Faculty Advisory Council, and the

U T. System Student Advisory G oup.

The proposed m ni num Gui delines are to be incorporated
into an institutional policy for inclusion in each
Handbook of Operating Procedures with inplenentation

of the evaluation process to begin in Septenber 1997.
The proposed U. T. System Cuidelines are designed to
represent a broad statenent of principle and to provide
m ni mrum gui del i nes for conponent policies recognizing
that there are significant differences anong U T.
System conponent institutions. Upon approval, each
institution will be asked to devel op specific periodic
eval uation plans and procedures, and faculty input wll
be an essential elenent in the devel opnent of specific
conponent policies. Each conponent will be charged

W th developing a policy that is not only fair but
which will also mnimze bureaucratic activity for

the institution and the individual faculty nenber.
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The periodic evaluation of tenured faculty is to be
perfornmed at | east every five years, except in rare

ci rcunst ances such as overlap with approved | eave,
schedul ed pronotion review, or review for appointnent
to an endowed position, or in the case of academc

adm ni strators who are subject to review under other
policies or procedures. The faculty nmenber will be
asked to submit a résunme and subnmit or arrange for the
subm ssi on of teaching eval uations and annual reports.
The faculty nmenber may al so provide a statenent of
acconplishnent, as well as a plan for what he or she
hopes to acconplish for the future. The reviewis to
i ncl ude the departnent chair and dean and is to provide
an opportunity for peer review. This allows institu-
tional flexibility as one institution may choose to
establish a policy that requires departnental and/or
school or college peer review for all faculty while
anot her may not.

The review process will permt the conponents to judge
the performance of faculty nmenbers utilizing the already
exi stent annual performance eval uation requirenent as a

bui |l di ng bl ock. Positive reviews will, in sone cases,
| ead to pronotions, salary adjustnents, or adm nistra-
tive assignnments for interested faculty nmenbers. In

ot her cases, faculty nenbers and their admnistrative
| eadership wll conclude that some form of change in
assi gnnent, professional enphasis, or |evel of support
for professional activities would benefit both the
institution and the individual faculty nenber.

In those cases where it is determned that a faculty
menber's performance nerits dismssal, a faculty tri-
bunal woul d be appointed by the President, as provided
for under current policy, to conduct a due process
hearing on the specific charges. The tribunal's recom
mendati on would, in turn, be forwarded to the U. T.
Board of Regents for final determ nation. The new
review Quidelines do not alter current faculty term -
nati on procedures and requirenents. Those renain as
now defined under the Regents' Rules and Regul ati ons.

Chancel | or Cunni ngham presented the comrents set forth on
Pages 35 - 45 related to post-tenure revi ew.
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WILLIAM H. CUNNINGHAM

COMMENTS TO THE BOARD OF REGENTS ON POST-TENURE REVIEW

NOVEMBER 14. 1996

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

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

like to make 10 points.

L

The U. T. Svstem recognizes and appreciates the critical importance Of

tenure and academic freedom. The Preamble to the proposed Guidelines for
Periodic Evaluation of Tenured Faculty states in part:

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

With respect to the fundamental issues of academic freedom and tenure,
Charles Alan Wright, the noted expert in constitutional law and a
distinguished Professor of Law at U. T. Austin, stated in part in a letter

which he sent to me on November 4, 1996:

“l think that this set of guidelines is completely supportive of
academic freedom and of tenure. The final bullet paragraph shows
how well protected individual faculty members would be by the
procedures we already have that are required for a termination
proceeding. 1 know that there are people on the faculty who probably
will be critical of the new guidelines, but | see no basis for legitimate
criticism.”

His letter is Exhibit A

The U, T. Svstem euidelines are not an effort to create term tenure at all U,
T. Svstem component_institutions. Some individuals have characterized

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



recertification.” This is simply not correct. With term tenure, the burden of
proof is on the faculty member to demonstrate why he or she should be given
a new term-tenure contract. In contrast, the new post-tenure review
guidelines require that a tenured faculty member's performance be reviewed
comprehensively every five years and that the faculty member perform his or
her professional duties at a satisfactory level. Under current termination
procedures, which do not change if the new proposed guidelines for post-
tenure review are approved, when the Chief Administrative Officer
determines that a tenured faculty member should be terminated, the
institution has the burden of proof to demonstrate to the Board of Regents
that good cause exists for termination, Clearly, there are important
philosophical and legal differences between term tenure and the post-tenure

review process.

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

review will build on the requirement for annual reviews that currently exists
for all faculty members. Five-year reviews, however, will have three

important advantages over the existing annual procedures.

a. First, a five-year review cycle will encourage faculty members to focus
on long-term plans as they develop their teaching, research, and
service programs. For example, faculty members may be more willing
to teach new or experimental courses if they know their
comprehensive reviews will occur every five years instead of every
year. In addition, most extensive research projects, curriculum
development efforts, or special service priorities require more than
one year to initiate and complete. A five-year time period will
encourage faculty members to examine the more gignificant and
complex issues of the day over 4 more appropriate span of time.

b. Second, five-year post-tenure reviews will help faculty members
develop thoughtful plans for their own professional development and
career goals. As a result, some faculty members may volunteer to
teach additional courses rather than initiate new research projects,
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while others may ask to participate in some special administrative or

service assignments of particular benefit to the institution.

C. Third, | firmly believe that the vast majority of our faculty members
are hard-working and conscientious individuals. | believe that they
will want to excel in their reviews. As a result, some of them may
focus special attention on their professional activities. The effect of

the intensive five-year review process will be of substantial benefit to
both the faculty member and the institution.

It is important to note that, if a faculty member's performance is found to be
unsatisfactory as an outcome of the regular yearly evaluation, the Chief
Administrative Officer of the institution is in no way restricted from
initiating proceedings to dismiss the faculty member at that time.

Peer reviews are a kev element in the proposed uost-tenure review process.

The guidelines permit component institutions to mandate that all reviews be
initiated by a committee of peer faculty members. If a component decides
not to mandate peer reviews, either the faculty member, the Department
Chairman, or the Dean may initiate a peer review process. No faculty
member who prefers a peer review would be denied the opportunity to be
reviewed by his or her peers.

The faculty as a whole will not have to invest a burdensome amount of time

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

faculty members will have to devote a significant amount of time serving on
post-tenure review committees. However, the vast majority of the faculty
will spend little or no time each year on post-tenure review committees. In
addition, the components may elect to have faculty members serve on peer
review committees only in those cases when either the Department
Chairman, the Dean, or the faculty member being reviewed elects peer
review. The U. T. System will work with the components to assist in the
development of post-tenure review processes that require as little valuable
faculty time as possible and, at the same time, ensure careful and thoughtful
institutional post-tenure review processes are established.



Some individuals have stated that onlv unsatisfactory reviews should be
forwarded to the Chief Administrative Officer. Such a plan would be a

serious mistake. Unless it is required that all reviews be forwarded, a
mediocre department with weak leadership could easily decide not to
forward any reviews of tenured faculty to the Dean, the Vice President, and
the Chief Administrative Officer. In addition, it is very important that
faculty with positive reviews receive appropriate recognition above the
department level. Therefore, the forwarding of all reviews -- positive,

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

The component institutions will play an important role in the
imolementation of the U. T. Svstem's post-tenure review guidelines. The

University of Texas System guidelines are a broad set of principles. Since
there are significant differences between U. T. System component
institutions, the components will be asked to develop specifie periodic
evaluation plans and procedures that meet campus needs while being
consistent with the Regental post-tenure review guidelines. Faculty input
will be an essential element in the development of specific component
policies. Each component’s post-tenure review policies will be reviewed at

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

There has been substantial inpu a varn of sources into the
develoument of the proposed nost-tenure guidelines.

a. A select committee of 18 individuals was created to provide advice
and counsel to me. I have met twice with the committee and
significant changes have been made in draft documents as a result of
the committee’s input.

b. Faculty Senate leaders, student leaders, and the Chief Administrative
Officer of the 15 components have all been asked for their comments
and suggestions. We have received responses from most of these
constituent groups. In addition, we have received more than 150
comments in the form of electronic mail, letters, and telephone calls
from interested parties.
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C. | have met twice with the U, T. System Faculty Advisory Council and
once with the Council's Executive Committee to discuss this issue.

Senator Bill Ratliff also attended one of the council meetings.

d. On two occasions, | met with a special ad hoc committee of the
Faculty Advisory Council. This committee provided significant input
for several changes which have been incorporated in the proposed

post-tenure review guidelines.
Exhibit B lists the meetings that have taken place.

The pronosed oost-tenure review gujdelines are similar to policies that have

besndiwellomsetiait a2 Aumber of institutions across the nation. Francie

Frederick will summarize the results of her research in this area (presented
as Exhibit C).

Clearly, anv discussion of post-tenure_review prompts_lively debate and
areas of di e . | would have preferred to forward a proposal with
which everyone agreed. That was simply not possible. Sometimes honest
people -- people of good will -- simply have to agree to disagree. | believe that
this is one of those cases.

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

report to make a change to the Regents'’ Rules and Regulations to allow the

composition of a panel from which faculty members are selected to serve on the
tribunal that would hear charges brought against a faculty member by the Chief

Administrative Officer. Since this is not a post-tenure review question, |1 would urge

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

Board of Regents later in the meeting.

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

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

member of the Committee on Periodic Evaluation of Tenured Faculty.



EXHIBIT A

CHARLES ALAN WRIGHT

VILLIAM 8 Bargs CMAIR STR “HE THE L\ 1\ ERSTTY OF TEXAs
ATDMINISTRATION OF JUSTICE SCHOOL. OF Law

November 4, 1996

Dr. William H. Cunningham
The University of Texas System

Via Telecopier 4994215
Dear Bill:

As _Ipromised. the November 2nd draft of the Guidelines for Perfodic Evalu-
ation of Tenured Faculty came hen this morning and | have now looked them
over with care. The only reservation that comes to my mind is not that these
guidelines are an assault on tenure or that they would put faculty members at
nk - since | do not believe the Guidelines do either of those things ~= but that
the process may be a burdensome one.

I have not counted but | am under the lmpresion that we have slightly
over 60 tenured members here at the Law School would mean that each year
we would have to be reviewing at least 12 of our colleagues. My recollection is
that the Tenure Committee here, of which | am a member, had five nure-track
people to review last year. We were not considering whether {0 recommend them
for tenure but merely to advise them on how they were doing. That required g
subgtantial amount of time and effort. It Is not clear to me == and indeed | believe
you are leaving this to individual institutions «= Whether there will be separate
peer-review comumittees for each person being reviewed or a single committee. A
single committee would certainty be more uniform In its approach, but it would
be a large burden for a single comumittee. | merely note this, and do not object %o
it. Lots of N:}Ftareburdmomcmd take time but we do them because it is
important for The University that we do than.

My enthusiasm is muted for the idea of providing the faculty member an

opportunity to meet with the committee. | do not see what that would accomplish
and think it is likely to be a waste of time.



Dr. William H.Tanningham
November 4, 1996
Page 2

The important thing, however, is what | said at the outset. 1 think that this
set of guidelines is completely supportive of academic freedom and of tenure. The
final bullet paragraph stows how well protected individual faculty members
would be by the procedures we already have that are required for a termination
proceeding. | know that there are people on the faculty who probably will be
critical Of the new Guidelines, but I see no basis for legitimate criticism.

Sincerely,

Cliay

Charles Alan Wright
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EXHIBIT B

OUTLINE OF THE PROCESS FOR DEVELOPING THE PROPOSED
SET OF GUIDELINES FOR THE PERIODIC EVALUATION OF
TENURED FACULTY MEMBERS

On August 20, 1996, a Systemwide Committee on Periodic Evaluation of Tenured
Faculty was appointed to advise the Chancellor. The committee is composed of 18
faculty members, administrators, and students: Dr. George C. Wright, Provost and Vice
President for Academic Affairs, U. T. Arlington: Mr. Mark G. Yudof Executive Vice
President and Provost, U. T. Austin; Dr. Paul B. Woodruff, holds Hayden W. Head
Regents Chair in the Plan Il Honors Program and the Mary Helen Thompson
Centennial Professorship in the Humanities at U. T. Austin; Dr. Raymond Rodrigues,
Vice President for Academic Affairs, U. T. Brownsville; Dr. Karen J. Prager, Professor
of General Studies, U. T. Dallas: Dr. Judith P. Goggin, Professor of Psychology, U. T. El
Paso; Dr. William Fannin, Vice President for Academic Affairs, U. T. Permian Basin;
Dr. James F. Gaertner, Dean of the College of Business, U. T. San Antonio; Dr. Roger
N. Conaway, Associate Professor of Theatre and Communication, U. T. Tyler; Dr.
William B. Neaves, Dean of the School of Medicine, U. T. Southwestern Medical Center
at Dallas; Dr. William D. Willis, Director of the Marine Biomedical Center and holder
of the Cecil H. and Ida M. Green Chair in Marine Sciences at the U. T. Medical Branch
at Galveston; Dr. Ernst Knobil, Director of the Laboratory for Neurcendocrinology and
holder of the Ashbel Smith Professorship and H. Wayne Hightower Pmfessorship in the
Medical Sciences at the U. T. Health Science Center at Houston; Dr. Patty L. Hawken,
Dean of the School of Nursing at the U. T. Health Science Center at San Antonio; Dr.
Lynn Little (Faculty Advisory Council), Associate Professor and Chair of the
Department of Medical Laboratory Science at U. T. Southwestern Medical Center: Dr.
Jerry L. Polinard (Faculty Advisory Council), Professor of Political Sciences, U. T. Pan
American; Ms. Ragi Dean (Student Advisory Group), graduate student, U. T. Permian
Basin; Mr. Keven Chen (Student Advisory Group), M.D./Ph.D student, U. T. Medical
Branch at Galveston; and Jeff Tsai, (Student Advisory Group), undergraduate student,
U. T. Austin.

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

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

On September 7, 1996, Chancellor Cunningham met with the Student Advisory Group.

mote: The U. T. System Student Advisory Group is comprised of three students from
each of the 13 System institutions enrolling students.]

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

On September 17, 1996, Senator Bill Ratliff, Chairman of the Senate Finance
Committee and former Chairman of the Senate Education Committee, met with the
Systemwide committee and the U. T. System Faculty Advisory Council. [Note: The U.
T. System Faculty Advisory Council is comprised of two faculty members from each of
the System institutions.] Basic concepts and elements of the pmposed guidelines were
discussed.



10.

I1.

12.

13.

14.

15.

16.

17.

18.

On September 19, 1996, the Chief Administrative Officers of the System institutions,
leadership of the faculty and student governance organizations at the System
institutions, members of the Faculty Advisory Council, the Student Advisory Group,
and the Systemwide committee were sent copies of revised draft guidelines for review
and asked to forward comments by October 23.

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

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

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

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

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

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

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

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

On November 5, 1996, a final draft of the proposed set of guidelines for the periodic
evaluation of tenured faculty members was created.

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

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

SUMMARY OF VARIOUS POST-TENURE REVIEW POLICIES

November 1996

UNIVERSITY:: 52 '{":'. o I

7 SUMMARV:OFPORICY: 7.

University of California
System

Annual review of all faculty with "more substantive” review at least
every 5 years, with level and type of review determined by
indtitutiona head with advice from Academic Senate. Members of
Executive Program may be exempted.

Carnegie Mdlon
Universty (Engineering
College)

Evdudtion every 7 years of al faculty, including adminigtretors.
Evauation completdy within the colleges. Faculty prepare a
“personal plan” with a review, commentary, and prospectus.
Reviewed by department head and Tenure Faculty Review Panel
composed of dean, faculty and administrators.

University of Colorado

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

Eastern New Mexico
Universty

Review in 5-year cycles by College Faculty Review Committee (4
elected college-wide, | by unit of-faculty member being reviewed) and
involves peer and student evaluations. Reguires probation of 2 years
for unsatisfactory reviews. May result in loss of tenure.

State University System of

Flonilta

Comprehensive review of tenured faculty at least every 7 years. Those
identified through “continuous evauation” as being consgtently below
satisfactory in one or more mgjor areas of responsbility may be
evduated more often. Review conducted by peers and administrators
a the department and higher levels.

Harvard Business School

Review process initisted by reayest of dean for faculty member’s
Statement on review of work and plansfor next 5 years. Oversight
committee meets with faculty member. Dean. associate deans, chair
and oversight committee review plans.

Universty of Hawalii

Review initiated for those who have not received promotion or merit
increase in past 5 years, Campus-wide committee conducts review if
no agreement on identified deficiencies.

Universty of lowa

Each academic unit required to adopt a plan for peer review of each
tenured full professor at least once every 5 years. Review includes
teaching, scholarship, and service and should result in
recommendations tha enhance performance.

University of Kansas

Requires annuad student evauations and participation of department in
review, with details of implementation |eft to each academic unit.

Univergty of Kentucky

A faculty member may request areview for guidance in hisher
professona development.. A professond review isinitiated

whenever a tenured faculty member receives 2 successve merit
ratings of 2.5 or below on a ‘I-point scale. The review culminates with
a professona development plan for the faculty member.

University of Maryland

Comprehensive review no less frequently than every 5 years pursuant
to academic unit plans.
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EXHIBIT C
U. T. SYSTEM

SUMMARY OF VARIOUS POST-TENURE REVIEW POLICIES

November 1996

UNIVERSITY.

SUMMEARY, OF POLIC

Universty of Minn&aoté

(School of Law)

Annual evauation with specid eview upon afinding of unit
head and merit review committee that performance is subgtantiadly
below goals and expectations and no improvement shown over at least
one year. Dean conducts specid review and initiates faculty pand if
warranted (4 elected. 1 appointed by facuity member). Committee
may recommend actions including termination or invoiuntary leave of
absence. Faculty Senate of a unit may adopt different peer review
system.

Universty of Oregon

“Thorough peer review” for all tenured faculty at least every 3 years
for associate professors and at least every 3 years for professors.

Rutgers, The State
University of New Jersey
(Sociology)

Evauation of tenured facuity every 5 years. Facuity member
provides overview of accomplishments and aplan of goals. Personnel
Committee (4 tenured faculty with 3 elected and | appointed by the
chair). Chair meets with faculty member and summarizes megting in
amemo to the dean.

Texas A&M Universty

Starts with annual departmental assessment Of performance. Reports
to dean of unsatisfactory assessment accompanied by plan for "near-
term” improvement. Professond review (by an ad hoc review
committee appointed by dean unless faculty member requests review
by deparmment head) istriggered by 3 consecutive unsatisfactory
annual reviews, with up to 3 additiond years to document progress.

Virginia Polytechnic
Ingtimte and State
University

Annual evauation of all faculty holding non-temporaty gppointments. i

Two successive unsatisfactory annual reviews trigger post-tenure
review, conducted by departmental promotion and tenure committee
or an elected committee with recommendation to department head,
dean and provost. Recommendation of dismissal for causeis referred
to college-level promotion and tenure committee.

University of Washington

Collegial evauation of teaching effectiveness at least every 3 years.
Opportunity for faculty to provide a yearly activity report. Annual
conference with chair and dean. where appropriate.

Universty of Wisconsn
System

Requires institutional policies to implement review of each tenured
faculty member’s activities and performance &t least once every 5
years. Review to include both peer and student evauations.
Resources are not to be removed from existing faculty development
programs for programs to remedy deficiencies. Policies are not to
dter exiding rules on termination.

Univergty of Wisconan «
Madison

Review a least every 5 years to be carried out by 1 or more tenured
faculty in the department as determined by department's executive
committee. Written review summary iS provided to faculty member,
and annual summary report of all reviews goes to me dean.
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In response to Dr. Cunni nghaml s request to make a few
comments on the post-tenure review policy, Dr. WIlliam
Neaves, Dean of The University of Texas Sout hwestern
Medi cal School at Dallas and a nenber of the Committee
on Periodic Evaluation of Tenured Faculty, noted that

t he proposed policy before the Board acconmpdates a
nunmber of the concerns that were expressed by the fac-
ulty senates and faculty councils in the U T. System
institutions and stated that he personally believed the
policy to be workable -- a policy that wll dispel sone
of the public m sapprehension about tenured faculty and
not be excessively burdensone to the institutions given
the flexibility permtted in the CGuidelines.

Foll owi ng Dr. Neaves' comments, Chairman Rapoport intro-
duced the followi ng representatives of two faculty
organi zati ons who had requested perm ssion to appear
before the Board on the subject of post-tenure review

Dr. Alan K dine, who holds the David
Bruton, Jr. Professorship in Conputer
Sci ences at The University of Texas at
Austin and also chairs the U T. System
Facul ty Advi sory Counci

Dr. Charles Zucker, Executive Director of
the Texas Faculty Association which is
headquartered in Austin.

Dr. dine thanked the nenbers of the Board for the oppor-
tunity to address the subject of post-tenure review. He
noted that the policy proposed by Chancell or Cunni ngham
was perceived very negatively by professors and woul d
hurt the U T. Systenmlis ability to attract and retain
good faculty. Dr. dine stated that the policy would
under m ne academ ¢ freedom and destroy the protection
the faculty need to devel op new i deas. He pointed out
that an alternative proposal by the Faculty Advisory
Council, which focused on strengtheni ng annual reviews
and triggering nore rigorous evaluations for faculty who
did not performup to standard in three of the previous
five years, had been distributed to the Board and that
proposal is set forth on Pages 47 - 52.
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The Uni versity of Texas &ystem
Facul t yAdvisoryCounci |

November 4, 1996

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

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

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

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

Findly, the experience of faculty has been that sudent advisng, curriculum develop-
ment, and serious committee service are tasks that receive minima attention from re-
view committees. Neverthdess, they are the sorts of chores that we hope will engage

faculty once they have been granted tenure. Who will do this work if not the tenured
faculty?

Having made clams about the ill effects of this policy, let me atempt to prove them
by discussng some of its detals.

Although the draft cdls for specific details “to be developed with appropriate faculty
input including consultation with and guidance from faculty governance orgamiza-
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riot-is..", should one expect the same sort of “input’, “consultation”. ind “guidance”
that was used in the preparation of this very draft? Since this draft (and its predeces-
sors) have been developed with <0 little consultation with the faculty governance or-
ganizaion (namdy the UT System Faculty Advisory Council) why should faculty be-
lieve there would be different attitudes shown by the loca campus administrators?

Condder, for example, the sentence “Periodic evaluations, while diginct from the in-
nual evauation process now required of al employees, may be integrated - ich the ar
nua evduation process to form a sngle comprenensve faculty development and
evaduation process’. Typicd of the lack of atention to detal in this draft. evaduations
are “didinct” yet “dngle’. It is one of several examples of evidence cha this document
has been hadtily written by administrators and without proper concern for clarity.

The sentence “Nothing in these guideines or the application of inditutiona evauation
policies shdl be interpreted or gpplied to infringe on the tenure system, academic free-
dom, due process, or other protected rights, nor to establish new term-tenure systems
or to require faculty to reestablish their credentids for tenure” obvioudy indicates op-
pogtion to term-tenure (or a least “new” term-tenure systems), how much protection
does it offer? If fact, could it be used by adminidrators in a backward fashion to clam
that, by definition, anything dlowed by this policy could not be conddered "term-
tenure’? That's a protection for the adminigration . not the feculty. Ladly, if the svs-
tem administration is SO opposed to term-tenure why does the word “new” modify 1t?
Does the system adminidration believe that “old’ term-tenure is acceptable but not
“new”. This peculiarity hardly convinces one that the sysem adminidraion is redly
opposed to term-tenure.

Although the policy mentions annud reviews in one sentence, the role of the annud
evauations is unclear. If, as Chancdlor Cunningham espouses, the annud reviews are
untrustworthy, should not their refinement be the focus of a new policy? Why add a
new sysem of review when we have one that has the potentiad of working perfectly
wdl?

The invocation of a review by a committee a the college levd is what gives the greatest
concern to faculty and, thus, would be the grestest cause for the sort of risk-
minimizing behavior mentioned above. The proposed review sounds very much like
tenure recertification and thus faculty will behave as they do when facing tenure deci-
gons. Since department chairs may be replaced a four year intervas (or more fre-
quently) and deans a dx year intervas every faculty member redizes that his or her
chair and dean may be replaced during the five year evauaion period. A cautious per-
son would prepare for the worst case (i.e, getting a new chair or dean who would in-

voke the evauation) and then behave accordingly. Since these committees are at col-
lege leves, the understanding by the members of the impact of the research is likdy to

be weak. Since they may be totally unacquainted with the person being reviewed and
largdy unacquainted with the discipling, they may not undersand the importance of
particular course innovations or program development. Instead they will be forced to
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depend upon quantitative measures. They will look a the dudent teaching evaua
tions, count papers, and possbly write for externa letters of recommendation. These
ae precisdly the actions that will lead the faculty into protective, non-innovaive, safe
teaching and research. One might argue that the review committees would ddve fur-
ther into faculty contributions, but where are the guarantees for that? Again, a pru-
dent person would prepare for the worst case. Furthermore, the process is very smilar
to recetification for tenure.

The language describing the sdection of peer review committees is so ambiguous thet
not much comment is possble Unfortunately, that vagueness smply adds to faculty
concern. Apparently a committee could be appointed for an individud case (as op-
posed to usng standing committees). Does this offer sufficient safeguards for fairness?
A dean, atempting to remove someone consdered by that dean to be troublesome,
might easlly be able to condruct a smal and likeminded committee to do the bidding.
The phrase “in consultation with the tenured faculty” is far too vague to offer solace.
Might the tenured faculty being consulted be those very same individuds being ap-
pointed to a committee!

The review committee is to determine if the faculty member in question has “been per-
forming satisfactorily”. This is an dtered gandard for termination. It is far from the
notion of “incompetence’. Unsatisfactory performance might be something as smple
as being a vocd opponent of the locd adminidration. It might be “unsatisfactory” to
have an unusud lifestyle. This is the mogt crucid parts of the draft and yet it is one of
the least defined.

The sysgem adminidration intends to mantan regents rules dlowing campus pres-
dents to name tribunds for termination cases. Thus, that find chance for a threastened
faculty member to be recdve an impatid hearing will gill not be avalable Once
again, a cautious person would recognize that the deck may be stacked against him or
her the ingtant the five year review process begins. There are no rea guarantees aganst
abusve adminidrators. The prudent concluson would be to dter on€'s behavior first
to avoid the five year reviews and secondly, to appear as good as possible in the event
of five year review. Unfortunatdy these precautions will be in oppogtion to what we
expect from tenured faculty members. In particular, teaching, research, and service will
uffer.

A far evduation of this proposd concludes that, whatever was its intention, it will
greatly harm education in our universties.

Alen Kaylor Cline
David Bruton, J. Professor of Computer Sciences
The Universty of Texas a Audin

and Char, The Universty of Texas Sysem Faculty Advisory Council
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The University of Texas System
Faculty Advisory Counci |

October 25, 1996

Proposal of the Ad Hoc Committee on Post-Tenure Review

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

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

[l. Principles in Pogt-Tenure review:
a Review are to be based upon annua reviews at the departmental leve.

b. There is to be no sysem of periodic evauaion of dl faculty that requires faculty
to reestablish ther credentids for tenure.

c. Ful reviews a higher than depatment levd will be for only the putaivey in-
competent -~ those who have been judged at the depatmenta leve as not having met ther
respongbilities to the Universty by virtue of not living up to their academic and/or pro-
fessond obligations over a sufficiently long period of time to suggest an irrevocable and
unacceptable level of performance.

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

e. All faculty review committees involved in the process are to be composed of

those nominated by the agppropriate faculty body on the bass of ther independence and
academic  drength.
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Faculty Advisorv Council Proposal

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

Preamble

The UT Board of Regents recognizes the time-honored practice of tenure for universty
faculty as an important protection of free inquiry, open intdlectud and scientific debate,
and unfettered criticism of the accepted body of knowledge. Academic ingitutions have a
specia need for practices that protect freedom of expresson, since the core of rhe academic
enterprise involves a continud m-examination of idess. Academic disciplines thrive and
grow through criticd andyds of yesterday’s accepted conventions and theories. Through-
out higtory, the process of exploring and expanding the frontiers of learning has necessarily
chdlenged the established order. That is why tenure is so vduable, not merdy for the pro-
tection of individuad faculty members but dso as an assurance to society that the pursuit of
truth and knowledge commands our first priority. Without freedom to question, there can
be no freedom to learn.

Academic freedom does not relieve faculty members of ther academic and professond re-
goongbilities to the Universty and to the State of Texas. The U.T. System Board of Re-
gents supports a system of ongoing evauations of all tenured faculty. Thus the ongoing
evauation process is intended to enhance and protect, not diminish, the important guaran-
tees of tenure and academic freedom.

Guiddines

Each component of the Universty of Texas Sysem will devdop an inditutional policy and
plan conggent with the following guiddines for the ongoing evauation of tenured faculty
and will implement the plan no laer than September, 1997. The purpose of the inditu-
tiona plan is to devdop a comprehensve faculty development and evaluation process for
al tenured faculty.

These inditutiond policies will be developed with input from the gppropriate faculty gov-
ernance organization, and will be incduded in each inditutiond Handbook of Operating
Procedures after standard procedures for review and approva. The compostion of peer
review committees will be determined by consultation between the agppropriste faculty unit
and the gppropriate adminigtrator. Nothing in these guiddines, or in the application of
inditutiond evduation policies, shdl be interpreted or goplied to infringe on the tenure
system, academic freedom, due process, or other protected rights.

1. All tenured faculty will be evauated annudly. Each faculty member will receive, in
writing, the results of higher evaduations

2. The evauaion will begin a the department level'and will incdude review of the faculty
member’s teaching, research, sarvice, and, for faculty with clinicd respongbilities, patient
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3. EBEvay five years following the award of tenure, each faculty member will submit a
summay datement of the previous five annud evduations, a vita teaching evaduations, a
brief statement of professond objectives, and whatever additiond materia the faculty
member deems appropriate. At least Sx month’'s notice of this review will be provided o
the faculty member by the gppropriate adminidtrator. The purpose of the ongoing evalua-
tion process is to provide tenured faculty with an opportunity to make an overall asses

ment of ther professona deveopment.

However, if within the fiveyear period, there have been three or more annua evauations
where the faculty member faled to meet hisher comprehensve academic/professond re-
sponsibilities, the faculty member will be referred by the appropriaste administrator to the
Inditution's or College's peer review committee charged with reviewing recommendations
for promotion and tenure. If no such committee exidts, a peer review committee composed
of tenured faculty members & or above the faculty member's rank will be gppointed by the
appropriate administrator in consultation with the faculty governance organization. This
referrd will be accompanied by a bill of particulars outlining the faculty member's unsatis
factory peformance. The peer review committee will investigate only those particulars
lised and may request whatever documents it deems agppropriate, including evauations by
extena evaduators. The faculty member will receive copies of dl materids provided to the
peer review committee. The faculty member will respond to the bill in writing and may
submit whatever additiond materids he or she deems gppropriste. The faculty member
adso may request an externad evauation.

4. The peer review committegs findings will be communicated in writing to the faculty
member and the appropriate administrator for review and appropriate action. The com-
mitteg's report will incdude one of the following recommendations

a The faculty member is meeting hisher academic/professona responshiliies and no
further action is warranted;

b. The faculty member is faling to meet hisher comprenensve academic/ professond
respongbilities and is referred to the appropriate administrator for appropriate action,
which may include remediation efforts or additiond action under Regents Rules.

5. Any proceedings for termination of a tenured faculty member must be con- ducted in
accordance With the due process procedures of the Regents Rules at Part One, Chapter I,
Section 6 and shdl be only for good cause shown. Due process shdl include the right to a
hearing by a tribund of faculty members of equivdent or higher rank, gppointed by the
Presdent in consultation with the gppropriate faculty governance body.



After review ng the proposal offered by the Faculty Advi -
sory Council, Dr. dine introduced the follow ng who
spoke against the U T. System proposal on the periodic
eval uation of tenured faculty:

Dr. lvor Page, Associate Professor and Pro-
gram Head, School of Engi neering and Com
puter Science at The University of Texas at
Dal | as

Dr. Jerry Polinard, Professor of Politica
Sci ence at The University of Texas - Pan

Anmerican and fornmer Chairman of the U. T.
System Facul ty Advi sory Counci |

Dr. Betty Travis, Professor in the Divi-
sion of Mathematics and Statistics at
The University of Texas at San Antonio

Dr. Mchael J. Siciliano, Kenneth D. Miller
Prof essor of Tunor Genetics at The Univer-
sity of Texas M D. Anderson Cancer Center
and Chairman-elect of the U T. System
Facul ty Advi sory Council.

Each of the above speakers urged the Board to reject the
proposed Guidelines as reconmmended by Dr. Cunni ngham and
argued that the Guidelines would unfairly subject every-
one to the reviews, had the appearance of forcing fac-
ulty to be "recertified" for tenure every five years,
and could threaten academ c freedom and put professors
at the mercy of University politics. As an alternative,
the af orenenti oned speakers reinforced the Faculty

Advi sory Council proposal that would strengthen annual
reviews and trigger nore rigorous evaluations for faculty
who did not performup to standard in three of the pre-
vious five years.

Fol |l owi ng these presentations, Dr. Charles Zucker sunmma-
rized three points related to post-tenure review

a. Chancel | or Cunni ngham s proposed tenure revi ew
policy may infringe upon current tenured fac-
ulty nenbers. The Texas Faculty Associ ation
believes that the policy will lead to a change
in the dismssal of faculty nenbers, particu-
larly those who get "crosswise” with their
adm ni strators.
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b. If the Board is acting in part because of
pressure fromthe Legislature, then there
is evidence that the Legislature is not
interested in doing anything about post-
tenure review. Lt. Governor Bull ock,
Speaker Laney, and Senator Teel Bivins,
Chai rman of the Senate Education Commttee,
have i ndicated that the Legislature should
stay out of this and let the institutional
governi ng boards mandate the policy.

C. Recruitnment of faculty nenbers will be
difficult with a post-tenure review policy.

Dr. Zucker then offered three recommendations to the
Boar d:

a. The Board postpone any action until a ten-
ure inpact study has been done.

b. If the Board does vote to approve post-
tenure review, then exclude faculty who
currently hold tenured positions.

C. If the Board does vote to approve post-
tenure review, then include outside
arbitration

Foll owi ng Dr. Zucker's remarks, Vice-Chairman Sml ey

t hanked the nmenbers of the faculty who were present and
those participating in the process for the energy and

t hought f ul ness they have devoted to this issue noting
that faculty opinions are inportant to the Board and
wll not be ignored. M. Smley enphasized that she
favored post-tenure review and indicated support of
Chancel | or Cunni ngham s proposal .

Chai rman Rapoport noted that he wanted to be on record as
supporting five-year review of tenured faculty. He
stated that tenure is fundanental to the protection of
free inquiry, open intellectual and scientific debate,
and unfettered criticismof the accepted body of

know edge. He pointed out that the CGuidelines before

t he Board have been crafted so that they support,

enhance, and strengthen the tenure system
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The follow ng chief admnistrative officers offered
comments and endorsed Chancel | or Cunni ngham s proposed
post-tenure review policy noting that it is unfortunate
that the dialogue portrays the proposal as a way to
fire faculty when the goal of post-tenure reviewis to
i nprove faculty perfornmance:

Presi dent Berdahl of The University of
Texas at Austin

President Wl denthal of The University of
Texas Sout hwestern Medical Center at Dall as

Presi dent Janes of The University of Texas
Medi cal Branch at Gal veston

President Low of The University of Texas
Heal t h Sci ence Center at Houston.

Regent Evans expressed the hope that the new policy wl|
have less to do with getting rid of bad professors than
encouraging all to do better work. M. Evans noted that
he wanted to help the faculty nenbers be the very best
they can be as pressure fromthe citizens of the State of
Texas dictates that the University nust | ook carefully at
t hose who are not performng up to standard.

Regent Loeffler pointed out that as the Board noves
forward to make the final decision on this matter it is
inportant to renmenber that tenure is a privilege and not
aright. It is sonmething you earn

Fol | owi ng consi derabl e di scussi on anong the nenbers of
the Board and nmenbers of the faculty who were present,
Vi ce- Chai rman H cks noved that the Board adopt the

GQui del ines for Periodic Evaluation of Tenured Faculty
within the U T. System as recomended by Chancel |l or
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Cunni ngham Regent Evans offered an anendnent to Vice-
Chai rman Hi cks' notion proposing that the second sentence
under the CGuidelines section be anmended to read as
fol | ows:

Qui del i nes

. Institutional policies are to be devel oped
W th appropriate faculty input, including consul-
tation wth and gui dance fromfaculty governance
organi zations, and are to be included in each
institutional Handbook of Operating Procedures
after review and approval by the appropriate
Executive Vice Chancell or and submi ssion to the
U T. Board of Regents for review and fina
approval . .

The anendnent was accepted by Vice-Chai rman Hi cks and
Regent Loeffler seconded the notion as anended. The
Board unani nously adopted the foll ow ng CGuidelines for
Periodi c Evaluation of Tenured Faculty within the U T.
System

The University of Texas System

@Qui del i nes for Periodic Eval uation
of Tenured Faculty

Pr eanbl e

The U. T. Board of Regents recognizes the tine-honored
practice of tenure for university faculty as an inportant
protection of free inquiry, open intellectual and scien-
tific debate, and unfettered criticismof the accepted
body of know edge. Academic institutions have a speci al
need for practices that protect freedom of expression,
since the core of the academ c enterprise involves a
continual reexam nation of ideas. Academ c disciplines
thrive and grow through critical analysis of conventions
and theories. Throughout history, the process of explor-
ing and expanding the frontiers of |earning has neces-
sarily challenged the established order. That is why
tenure is so valuable, not nerely for the protection of

i ndi vidual faculty nmenbers but also as an assurance to
society that the pursuit of truth and know edge comrands
our first priority. Wthout freedomto question, there
can be no freedomto | earn.
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The U. T. Board of Regents supports a system of periodic
evaluation of all tenured faculty. Periodic evaluation
is intended to enhance and protect, not dimnish, the

i nportant guarantees of tenure and academi c freedom The
pur pose of periodic evaluation is to provide guidance for
continuing and neani ngful faculty devel opnent; to assi st
faculty to enhance professional skills and goals; to
refocus academ c and professional efforts, when appro-
priate; and to assure that faculty nenbers are neeting
their responsibilities to the University and the State of
Texas. The U. T. Board of Regents is pledged to regular
nonitoring of this systemto nake sure that it is serving
its intended purposes and does not in any way threaten
tenure as a concept and practice. In inplenenting the

pl an, conponent institutions shall maintain an appro-
priate bal ance of enphasis on teaching, research, ser-
vice, and other duties of faculty.

Qui del i nes

Each conponent institution of The University of Texas
Systemw || develop an institutional policy and pl an
consistent wwth the follow ng guidelines for the periodic
eval uation of tenured faculty and will inplenment the plan
no |later than Septenber 1997. Institutional policies are
to be devel oped wth appropriate faculty input, including
consultation wth and gui dance from faculty governance
organi zations, and are to be included in each institu-
tional Handbook of Operating Procedures after review and
approval by the appropriate Executive Vice Chancell or and
subm ssion to the U T. Board of Regents for review and
final approval. Periodic evaluations, while distinct
fromthe annual eval uation process now required of al

enpl oyees, may be integrated with the annual eval uation
process to forma single conprehensive faculty devel op-
ment and eval uation process. Nothing in these guidelines
or the application of institutional evaluation policies
shall be interpreted or applied to infringe on the tenure
system academ c freedom due process, or other protected
rights; nor to establish new termtenure systens or to
require faculty to reestablish their credentials for
tenure.
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Institutional Handbook policies should be drafted to
establish a streamlined, efficient process and should
i nclude the follow ng mninmmelements for periodic
eval uati on:

1. Eval uation of tenured faculty wll continue
to be perfornmed annually wth a conprehensive
periodic evaluation of all tenured faculty
performed every five years (except in rare
ci rcunst ances such as overlap with approved
| eave, pronotion or other conprehensive review,
or review for appointnent to an endowed posi -
tion or in the case of admnistrators with
academ c appoi ntnents who are subject to
revi ew under other policies or procedures).
The requirenent of periodic review does not
inply that individuals with unsatisfactory
annual eval uations nmay not be subject to
further review and/ or appropriate adm ni s-
trative action

2. The eval uation shall include review of the
faculty nenber's duties such as teaching,
research, service, and, for faculty with
clinical responsibilities, patient care.

3. Reasonabl e i ndi vidual notice of at | east
six nonths of intent to review w !l be
provided to a faculty nmenber.

4, The faculty nmenber being eval uated shal
submit a résung, including a summary state-
ment of professional acconplishnments, and
shall submt or arrange for the subm ssion
of annual reports and teaching eval uations.
The faculty nmenber may provi de copi es of
a statenment of professional goals, a pro-
posed professional devel opnent plan, and
any other additional materials the faculty
nmenber deens appropriate.

5. In accordance with institutional policy,
initial evaluation of the faculty nenber's
performance may be carried out by the
departnent, departnment chair (or equivalent),
dean, or peer review panel, but in any event
must be reported to the chair (or equival ent)
and dean for review. Evaluation shall include
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review of the current résune, student eval ua-
tions of teaching for the review period,
annual reports for the review period, and al
materials submtted by the faculty nenber.

If peer reviewis not required by institu-
tional policy, the peer review process may be
initiated by the faculty nenber, departnent
chair (or equivalent) or dean. |[If peer com
mttees are involved, the nmenbers shall be
representative of the coll ege/school and wl|
be appointed, on the basis of their objectivity
and academ c strength, by the dean in consul -
tation with the tenured faculty in the college/
school or pursuant to other process as defined
ininstitutional policies. |If peer reviewis

i nvol ved, the faculty menber will be provided
Wi th an opportunity to neet with the commttee
or conm ttees.

Results of the evaluation will be comruni cat ed
in witing to the faculty nmenber, the depart-
nment chair/dean, the chief academ c officer,
and the president for review and appropriate
action.

Possi bl e uses of the infornmation contained in the
report should include the foll ow ng:

For individuals found to be performng well,
the evaluation may be used to determ ne salary
recommendati ons, nom nation for awards, or

ot her forms of performance recognition.

For individual s whose performance indicates
they woul d benefit fromadditional insti-
tutional support, the evaluation may be used
to provide such support (e.g., teaching

ef fecti veness assi stance, counseling, or
mentoring in research issues/service expec-
tations).

For individuals found to be perform ng unsat-
isfactorily, possible review for term nation

under current Regents' Rules and Requl ati ons

may be considered. All proceedings for

term nation of tenured faculty shall be only

for good cause shown and nmust be conducted in
accordance with the due process procedures
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of the Regents' Rules and Regul ations, Part One,
Chapter 111, Section 6. Such proceedi ngs nust
include a list of specific charges by the chief
adm nistrative officer and an opportunity for a
hearing before a faculty tribunal. 1In all such
cases, the burden of proof shall be on the
institution, and the rights of a faculty nenber
to due process and academ c freedom shall be

pr ot ect ed.

The acceptance and success of periodic evaluation for
tenured faculty wll be dependent upon a well -executed,
critical process and an institutional conmtnent to
assi st and support faculty devel opnent. Thus, renedi a-
tion and followup review for faculty who woul d benefit
fromsuch support, as well as the designation of an
academ c admnistrator with primary responsibility for
nonitoring such needed followup activities, are
essenti al .

Executive Secretary's Notes:

a. The University of Texas M D. Anderson Cancer
Center will conduct reviews every seven years
in accordance with the current seven-year term
appoi ntment stipulated in the Regents' Rules
and Reqgul ati ons.

b. The Board's consideration of the Cuidelines
for the Periodic Evaluation of Tenured Faculty
was recorded and those tapes are on file in
the O fice of the Board of Regents.

COW TTEE REPORTS TO THE BQARD. - - The neetings of the Stand-
ing Coommttees were conducted in open session and at the
concl usion of each commttee neeting the Board reconvened to
approve the report and recomrendati ons of that commttee.
The reports and recommendati ons of each commttee are set
forth on the foll ow ng pages.
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REPORTS AND RECOMMVENDATI ONS OF STANDI NG COW TTEES

REPORT OF EXECUTI VE COW TTEE (Pages 61 - 82).--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

A EXECUTI VE COW TTEE LETTER NO. 96-22

U T. Austin - Menorial Stadium- Lighting for Practice
and Soccer Fields and Installation of Artificial Turf
(Project No. 102-858): Approval of Increase in Total
Project Cost; Award of Construction Contract to Trenur
Consulting Contractors, Inc., Del Valle, Texas; and
Appropriation Therefor.--Upon recomendati on of the
Executive Commttee, the Board:

a. Aut hori zed an increase in the total proj-
ect cost from $1, 200, 000 to $1, 320, 000 for
Menorial Stadium- Lighting for Practice
and Soccer Fields and Installation of
Artificial Turf at The University of Texas
at Austin to be funded by $120,000 in
Auxiliary Enterprise Bal ances from Men's
At hl etic Departnent Reserves

b. Awar ded a construction contract for
Menorial Stadium- Lighting for Practice
and Soccer Fields and Installation of
Artificial Turf at U T. Austin to the
| owest responsi bl e bidder, Trenur
Consulting Contractors, Inc., Del Valle,
Texas, for the Base Bid and Alternate
Bid Nos. 1, 2, and 3 in the anpunt
of $1, 201, 180

C. Appropriated $120,000 in Auxiliary Enter-
prise Balances fromthe U T. Austin Men's
At hl etic Departnent Reserves. A previous
appropriation of $1,200,000 fromGfts
and Grants fromlintercollegiate Athletics
for Men provides total project funding
of $1, 320, 000.
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Tremur Consulting Contractors, Inc. stated inits
proposal that it will have Historically Underutilized
Busi ness participation of 10% for mnority-owned firns
and 16% for wonen-owned firnms in the contract.

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

General Construction Contract $1, 201, 180
Fees and Adm ni strative Expenses 102, 000
M scel | aneous Expenses 11, 820
Testi ng 5, 000
Total Project Cost $1, 320, 000

This project was reviewed by the Texas Hi gher Education
Coordinating Board in April 1996 and is included in the
FY 1996- 2001 Capital |nprovenent Program and the

FY 1996- 1997 Capital Budget.

EXECUTI VE COW TTEE LETTER NO. 97-1

1. U T. System Establishnent of Texas Universities
Health Plan, Inc., a Texas Nonprofit Corporation,
to Apply for and Hold the License for a Statew de
Uni versity of Texas System - Texas Tech Health
Mai nt enance Organi zation (HMO) . --The Board, upon
recommendati on of the Executive Commttee, approved
the establishnment of a Texas nonprofit corporation
to apply for and hold the license for a statew de
University of Texas System - Texas Tech Health
Mai nt enance Organi zation (HMD. The nanme of the
corporation and HMO is "Texas Universities Health
Plan, Inc.," and the corporation will be estab-
| ished in accordance with the Byl aws devel oped by
the Ofice of General Counsel as set forth on
Pages 63 - 77.

The University of Texas Systemrequested perm ssion
to establish a nonprofit corporation to obtain a
primary Heal th Mai ntenance Organization certificate
of authority. The nmajor purpose of this HMis to
manage capitated lives in geographically dispersed
areas of Texas through integrated delivery systens.
Texas Tech Health Science Center was invited

to participate in its geographical area in Wst
Texas.

See Page 146 related to transfer of funds to the
Texas Universities Health Plan, Inc.
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BY-LAWS
OF
TEXAS UNIVERSITIES
HEALTH PLAN. INC.
ARTICLE 1
NAME AND PURPOSE

11 Name The name of the corporation is Texas Univerdties Hedth Flan Inc.
(“Corporation”).  The principa place of busness of the Corporation shdl be located at 601 Colorado
Stret, Audtin, Texas 78701.  The Corporation may have such other offices, ather within or without
the State of Texas, as the Board of Directors may determine or as the affairs of the Corporation may
require from timeto time,

12  Pumpose. This corporaion is organized exdusvdy for chaitable scientific, and
educationd purposes. The Corporaion is a norHprofit corporation organized under the laws of the
Sae of Texas, induding the Texas Non-Profit Corporation Act, Tex. Rev. Civ. State. Ann Art 139%6.

The Artides of Incorporation of the Corporation (as amended from time to time, the “Artides of

Incorporation”) weretiled in the office of the Secretary of the State of Texason In

accomplishment of such purposes, the Corporation will be adminisered soldy for the purpose of
ading, asssing, supporting and acting on behdf of The Univeraty of Texas Sygem (the“ Sydem”), an
agency of the Sate of Texeas, in the performance of its essantid governmentd function of providing

higher education in accordance with the laws of the State of Texas authorizing and governing the
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Sydem. More specifically, the Corporation is organized and shall be operated exdudvey to cary out

the following purposes

(a) Sacuring acertificate of authority for a Hedth Mantenance Organization under
the provisons of Texas Insurance Code Chapter 20A, Hedth Maintenance Orgenization Act.  The

Corporation may gppoint officers of the Hedth Mantenance Organization.

b  Supporting hedth care education through grants to the System to be used for
educating sudents in hedth care programs, for scholarships and loans to such sudents; for programs
to enhance the capabilities of faculty of the System to educate Sudentsin the ddivery of hedlth careto
the public; and for programs deveoped and implemented by the System to inform and indruct the
gengd public in the areas of medicd stence, public hedth, hygiene, and other hedth rdated subjects

thet are beneficial to individuds and the community.

(©) Providing grants to the Sysem to conduct research and develop educationd
programs tO further and improve theability of hedlth care professonds and facilities to provide hedith

care services to the public.

(d)  Other ativities useful or gppropriate to the accomplishment of the foregoing

Purposes.
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No part of the Corporation’s net earnings shal inure to the benefit of, or be distributable to, any
director, officer, or other person; provided that, the Corporation shag be authorized and empowered to
employ or contract for the services as necessary or useful in the accomplishment of the foregoing
purposes and shdl be authorized and empowered to pay reasonable compensation for sarvices
rendered by such personnd and facilities and to make payments and didtributionsin furtherance of such
purposes. No substantial part of the activities of the Corporation sheh be carrying on propaganda, or
otherwise attempting to influence legidation, and it shall not paticipate in, or intervene in {including
the publishing or distributing of Satements), any palitical campaign on behdf of or in oppogtion to any

candidate for public office.

ARTICLE 2
MEMBERS

2.1 The Corporation shag have no members.

ARTICLE 3
BOARD OF DIRECTORS

31 Powers, Number, Term, Qualifications, Removal. Resignation, and Vacandes

(a) Powers Except as otherwise provided in the Artides of Incorporation and
these By-laws, the direction and management of the affairs of the Corporation and the control and

disposition of its assets shall be vested in a board of directors (“Board”).
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(0)  Numbe. The Board shdl condst of not less than five (5) directors. Such
number may from time to time be increasad or decreased by the Board and shall be st forth in the

natice of any medting of the Board.

(¢ Tem. Except for gopointments by tide commencing with the dete of
gopointment, eech director shdl serve aterm of three years and until asuccessor shdl have been duly
appointed and qualified unless he or sheis sooner removed pursuant to subparagraph 3.1 (€) or diesor
resgns. Directors gopointed by The Univeraty of Texas Sysem Board of Regents (“U. T. Regents’)

and condtituting the initia Board shall serve terms of office as fallows

() one ddl serve a tem commencing upon the inception of the
corporation and ending upon the dete of the first annua mesting of the Board;

() one shall save a tam commendng upon the inception of the
corporation and ending upon the date of the second annua medting of the Board; and

(i) one shall save a tem commencing upon the inception of the
corporation and ending upon the date of the third annud mesting of the Board.

The determination of which directors named asinitial directorsin the Articles of Incorporation

dhdl save tams of office as specified above shdl be determined by the initid Board & its

organizational mesting, Each sucoessor to adirector whose term hias expired shdll be gppointed in the
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manner specified in paragrgph 3.2, for the term spedified in this subparagraph 3.1(¢).  In the case of an
gopointment to fill avacancy the term of the successor shdll be for the unexpired teqm only.

(d)  Qualifications. Each director shdl possess one of the qualifications lised

below:

(i) three persons knowledgegble about the management, operdions, or
finanang of hedlth organizations, to be gopointed by the U. T. Regents,
()  theU.T.System Executive Vice Chancdlor for Hedth Affairs;

(i)  the U. T. Sysem Executive Vice Chancellor for Business Affairs.

{¢) Removd. The U. T. Regents may remove a director gppointed by the U. T.
Regents from the Board a any time. Failure to meet the qualifications of Subparagrgph 3.1(d) on a

continuing bad's shag result in autometic removd.

® Resgnation. A director may resign & any time upon written notice to the
president or secretary of the corporation Unless otherwise specified in the natice, the resignation shdl

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

() Vaandes A vacancy shag exig on the Board upon the deeth, resgnation, or
removal of a director, upon the disability of a director that renders him or her pemeanently
incgpecitated (as defined in paragrgph 10.4), or when a director is no longer qualified under

subparagraph 3.1(d) t0 serve as a director.
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32 Appointment. Each successor to a director whose term shall have expired may be
appointed by the Regents at a regularly scheduled meeting or at a special meeting called for that
purpose. Any director whose term of office shall have expired may be appointed to another term.  In
the event of a vacancy or of an increase in the number of directors in accordance with these By-laws,
the vacancy or the additional director(s) may be appointed by the U. T. Regents without the necessity
of a meeting.

33  Annual Meeting of the Board. The annual meeting of the Board shall be held at such
date and time as shall be designated from time to time by the Board and stated in the notice of meeting.
The purpose of the annual meeting shail be for the election of officers of the corporation and the
transaction of such other business as may lawfully come before the meeting. It shall be the duty of the
secretary of the corporation to give at least ten (10) days notice of the time, place, and date of the
annual meeting to each director.

34  Regular Meetings. Regular meetings of the Board shall be held according to a
schedule of dates and at the time and place adopted by the Board at its annual meeting. The purpose
of regular meetings shall be for the transaction of such business as may lawfully come before each
meeting. The secretary of the corporation shall provide the members with a schedule of the regular
meetings.

3.5  Special Meetings. Special meetings of the Board shall be held whenever called by or at
the request of the president of the corporation or any two directors. Except in the case of an
emergency, ten (10) days notice of the date, time and piace of each such special meeting shall be given

to each director.
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3.6  Quoum for Medings The presence of a mgority of the number of directors fixed

pursuant to the provisons of these By-laws shdl be a quorum for the transaction of business a all
meetings convened according to these By-laws.

3.7 Voting. The affimative vote of a mgority of the directors present (in person or by
proxy) & a megting a which a quorum is present shal be the act of the Board, except as may be
otherwise specifically provided by law, the corporation’s Articles of Incorporation, or these By-laws.

3.8  Proxies. A director may vote a a meding of the Board by proxy executed in writing
by such director and delivered to the secretary of the corporation a or prior to such meeting; however,
adirector presant by proxy a any meeting of the Board may not be counted to determine whether a
guorum is present. No proxy shdl be valid after three months from the date of its execution and shall
be revocable at any time unless otherwise made irrevocabie by |aw.

3.9  Adion by Written Consent.  Any action required or parmitted to be taken a any

mesting of the Board or of any committee designated by the Board may be taken without amesting if a
consent in writing, setting forth the action to be taken, shag be signed by &l members of the Board or

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

ARTICLE 4
NOTICES
4.1 Form of Noticee Whenever the provisons of these By-laws reguire natice to be given
to adirector or committee members, and no provison is mede as to how such notice shdl be given,
natice shal be given inwriting, ether by courier or by mail, postage prepaid, addressed to the director

or committee members a such address as appears in the records of the corporation.  Any notice by
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mail shal be deemed to be effective a the time the natice is deposited, postage prepaid, in the United
dates mall.

4.2  Waiver. Whenever noticeisrequired to be given to adirector or acommittee member,
awave of notice in writing Sgned by the director or committee member entitled to such natice,

whether before or after the time stated there-in, shal be equivaent to giving the required notice.

ARTICLES
GENERAL  OFHCERS

51 Number. Election and Term, Resignation, and Removdl.

(a)  Number. The officers of the Board shall be a chairman and a vice chairman.
The corporate officers shal be a president, one or more vice presidents, a secretary, and a treasurer and

such other officers as may be determined and sdlected by the Board from time to time.

() Hedion and Tem. At the organizational medting, and thereafter a each

annua medting, the Board shdl dect the officers. Each officer shdll take office on the date of dection
and shall hald office until the earlier of the date of the next annud mesting of the Board, or the date
such officer dies, resigns, or is removed. Any two or more offices may be held by the same person,

except the offices of president and secretary.

(c) Resignation. Any officer may resgn by giving written natice to the presdent
or secreary. Unless otherwise specified in the notice, the resgnation shall take effect upon recaipt.

The acceptance of the resignation shal not be necessary to make it effective.
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(d) Removad. Any officer elected by the Board may be removed a any time by the

Board with or without cause.

5.2 Attendance a Meetings. The charman of the Board, and in his or her absance thevice

chairman of the Board, shall call meetings of the Board to order, and shall act as the charman of such
medtings. The secretary of the corporetion shall act as secretary of dl such medtings but in the
absence of the secretary the chairman of the Board may gppoint any person present to act as secretary
of the mesting.

53  Duties. Theprindpd dutiesof the severd officers are asfollows

(a) Charmen of the Board. The charman of the Board shah presde a all

medtings of the Board and shall perform such other duties that are not incondstent with the Artide of

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

(®)  ViceCharman of the Board. The vice charman of the Board shdl discharge

the duties of the charman in the event of the chairman's absence or disability, and shah perform such
additiond duties thet are nat incondstent with the Artides of Incorporation or these By-laws as may be

assgned by the Board.

(c) President. The presdent sheh be the chief executive officer of the corporation,
and subject to the contral of the Board, shdl have generd charge and supervison of the adminidration

of the attivities and effairs of the corporation. The president shali see that all orders and resolutions of
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the Board are caried into effect. The presdent shdl Sgn and execute all legal documents and
indruments in the name of the corporation when authorized so to do by the Board, prepare an annud
budget showing expected recapts and expenditures for congderation by the Board, and shah perform
such other duties that are not inconastent with the Artides of Incorporation or these By-laws as may
be assigned by the Board. The president shah dso have the power to gopoint and remove subordinate
employees. The presdent shall submit to the Board plans and suggestions for the activities of the
corporation, shdl direct its genera) corregpondence and shah present recommendationsin each caseto
the Board for decison.  The president sheh dso submit a report of the adtivities and dfairs of the
corporation at €ach annual meeting of the Board and & other times when called upon to do so by the

Board.

(d  Vice Presdents The vice presdents, in order of rank shah discharge the

duties of the president in the event of the presdent’ s absence or disabiity. They shall also perform such
additiona duties thet are not incongstent with the Artides of Incorporation or these By-lawvs as may be

assigned by the Board.

© Secretary. The secretary shall be responsible for the records and
correspondence of the corporation under the direction of the president, and sheh be the custodian of
the sed of the corporation, if ay. The secretary shdll attend all medtings of the Board and give such
notice of meetings as required by these By-laws.  The secretary shah take and keep true minutes of all
mestings of the Board. The secretary shdl discharge such other duties that are not inconsstent with
the Articles of Incorporation or these By-laws as shall be assigned by the president or the Board. In

case of the abosence or disaiity of the secretary, the Board may gppoint an asssant secretary to



perform the duties of the secretary during such absence or disghiity

(f)  Treasurer. The tressurer shal keep account of all moneys credits and
property of the corporation and kegp an accurate account of all moneys received and disbursed.
Except as othewise ordered by the Board, the treasurer shdl have the cugtody of all funds and
securities of the corporation and shdl deposit the same in such banks or depositories as the Board shll
designate.  The treasurer shdl keep accurate books of account and other books showing  all tiesthe
amount of the funds and other property belonging to the corporation.  All books shal be open to the
ingpection of the Board and the member(s). The treasurer shdl dso submit a report of the accounts
and financial condition of the corporation a each annud medting of the Board and under the direction
of the Board, shdll disburse all moneysand sgn all checks and other instruments drawn on or payable
out of thefunds of the corporation, unless the Board authorizes other officers, employees, or agents of
the corporation to Sgn checks without the counter Sgneture of the Treesurer.  The Board may reguire
all checks to be Sgned by the presdent or one of the vice presidents. The treasurer shall make such
tranders and dterations in the securities of the corporation as may be ordered by the Board.  The
treesurer dhdl peform such additiond duties that are not incongaget with the Artides of
Incorporation or these By-laws as may be assigned by the Board or the president.  The tressurer shdll
give bond only if required by the Board. In case of absence or disabiity of the tressurer, the Board
may gopoint an assdant tressurer to perform the duties of the treasurer during such absence or
disdhiity.

54  Vacandes Whenever avacancy shdl occur in any generd office of the corporation,
such vacancy shall be filled by the Board by the dection of anew officer who shdl take office on the
date of dection and shali hold office until the earlier of the date of the next annud medting of the Board
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or the date such officer dies, resigns, or is removed,

ARTICLE 6
APPOINTIVE OFFICERS AND AGENTS

6.1  Appointive Officers and Agents The Board may gppoint such officers and agents in

addition to those provided for in Article 5 of these By-laws as the Board may deem necessaty Such
persons shall have such authority and perform such duties thet are not inconggtent with the Artides of
Incorporation or these By-laws as shall be assigned by the Board. AU gppaintive officers and agents
shall hold their repective offices or podtions a the pleasure of the Board and may be removed a any

time With or without cause.

ARTICLE 7

STANDING AND SPECIAL COMMITTEES

7.1 Operating_Committee of the Health Mantenance Organization. The Boad may

designate a danding Operating Committee of the Hedth Maintenance Organization, Membership on
this Committee will consist of ether the Chief Executive Officer or Chairman of the Board of Directors
of each gpproved non-profit hedth corporation contributing to the. Corporation and contracting with
the Corporation to provide hedth sarvices in a specified sarvice arean The Commiittee will perform
such duties as may be delegated by the Board and will report to the Board. The Committee shall dect
a Chairman.

7.2 Standing Committees The Boad may desgnae other danding committess to
perform such duties thet are not inconsgent with the Artides of Incorporation or these By-laws as

shag be assgned by the Board. Each sanding committee shdl congs of two or more persons, who
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may, but need not be, directors of the corporation. Appointments of persons to such sanding
committees shag be for terms prescribed by the Board upon their appointment.

7.3 Special Committees. The Board may designate one or more specid committees to
perform Such duties thet are not inconggtent with the Artides of Incorporation or these By-laws as
shal be assgned by the Board. Each spedid committee shall consst of two or more persons gppointed
by the chairman of the Board, who may, but need not be, directors of the corporation. A soecid
wmmittee shall limit its activities to those for which it is desgnated and shdl have no power to act
exoept as speifically conferred by the Board. A gpedd wmmittee sheh stand dissolved upon the
completion of the duties assgned.

74  Quonum ad Vaing A mgority of the members of a committee sheh condiitute a
guorum for the transaction of busness a any medting of such wmmittee and the act of a mgarity of
the quorum shall be the act of the wmmittee Attendance or voting by proxy shah not be permitted.

7 . 5_ Meetings and Notices. Meetings of a committee may be called by the chairman of the
Board or the charman of the committee  Each wmmittee hag meet as often as is necessaxy to
perform its duties. Notice may be given & any time and in any manner ressonebly designed to inform
the committee members of the time and place of the medtings.  Each committee shall kegp minutes of
its proceedings.

7.6  Redgndions and Removas Any members of a wmmittee may reSgn & any time by

giving natice to the chairman of the wmmittee or the secretary of the corporation.  Unless otherwise
oedified in the notice, such resgnaion sheh take effect upon receipt.  The acceptance of such
resgnation shag not be necessary to make it effective.  The Board may remove a member of any
wmmittee. at anytime with or without cause

7.7  Vacancies. A vacancy on awmmittee sheg be filled for the unexpired portion of the
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term in the same manner in which an origina gopointment to such commiittee is made

ARTICLE 8
AMENDMENTS
8.1 Amendments. These By-laws may be dtered, amended, or repeded or new By-laws

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

ARTICLE 9
INDEMNIFICATION, OFFICERS, EMPLOYEES, AND AGENTS
9.1  Indemnification. The corporaion shdl indemnify directors, officers, employess and

agents of the corporation to the extent required by Artide2.22A of the Texas Non-Prafit Corporation

Act and may indemnify such personsto the extent permitted by Artide2.22A of the Texas Non-Profit

Corporation_Act. subject to redrictions, if any, in the Artides of Incorporaion. To the extent

permitted by Article 2.22A of the Texas Non-Profit Corporation Adt, the corporation shdl have the

power to purchase and maintain, & its cost and expense, insurance to provide coverage on behdf of
such persons for any liability asserted againgt them in their capacity as director, officer, employee, or

agent of the corporation.

ARTICLE 10
GENERAL PROVISIONS
101  Hsd Year. Thefiscd year of the corporation shell end on August 3 1 of each calendar
year.

10.2 Books and Records. The corporation shdl kegp correct and complete books and
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records of account and sheh aso kegp minutes of the proceadings of the medtings of the Board and
danding or special committess

103 Seal The Board may adopt a corporate sedl to bein such form and to be used in such
manner as the Board shall direct.

104 Permanent Incapacity. Any member of the Board or any officer of the corporation

who dhdl be incgpable of patidpaing in the management and dfairs of the corporaion for a
continuous period of Sx months sheh be deamed to be "permanently incapeditated” within the mesning
of that term as used in these By-laws.

10.5 Checks. AU checks or demands for money and notes of the corporation shah be signed
by such officer or officars as provided in these By-laws or as the Board may from time to time
designate.

10.6  Contrects. The Board may authorize any officer or officers or agent or agents of the
corporation to enter into any contract or execute and deliver any indrument in the name and on behalf
of the corporaion thet is conggent with the purposes for which the corporation is organized ~ Such
authority may be generd or limited to pedific indances

10.7 Deposits. All funds of the corporaion shah be deposted from time to time to the
credit of the corporation in such banks, trust companies, or other depositories as the Board may from

timeto time dect.

Fusershac'magpejcgbrviawsl . doc
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2. U T. Austin -

Renovation of G egory Gymmasi um ( Proj ect

No. 102-817):

Appr oval

of Pl aque Inscription.--Approval

was given to the inscription set out below for a plaque
to be placed on the Renovation of Gegory Gymasi um at
The University of Texas at Austin in keeping with the
standard pattern approved by the U T. Board of Regents

in June 1979:

RENOVATI ON OF GREGCRY GYMNASI UM

BOARD OF REGENTS

Ber nard Rapoport
Chai r nan
Thomas O. Hicks

Vi ce- Chai r nan
Martha E. Sml ey

Vi ce- Chai r nan
Linnet F. Deily
Donald L. Evans
Zan W Hol nes, Jr.
Lowel | H Lebermann,
Tom Loeffl er

Ellen C arke Tenple

Jr.

1996

Wl liamH Cunni ngham
Chancel | or, The University
of Texas System

Robert M Berdahl
President, The University
of Texas at Austin

F & S Partners Incorporated
Proj ect Architect

Emer son Construction
Conpany, Inc.

Cont ract or

3.

U T. Austin - Wnen's Softball Field - Stage Two
Grandstand and Related Facilities (Project No. 102-840):

Approval of Increase in Total Project Cost; Award of
Construction Contract to J. C. Evans Construction Co.,
Inc., Austin, Texas; Approval of Plaque Inscription; and

Appropriation Therefor.--The Executive Conmttee recont
nended and t he Board:

a. Approved an increase in the total project
cost for the Winen's Softball Field -
Stage Two Grandstand and Rel ated Facili -
ties at The University of Texas at Austin
whi ch includes both Stage One and St age
Two by $800, 000 from $3, 750,000 to
$4, 550, 000 to be funded from Unexpended
Pl ant Fund Bal ances and Auxiliary Enter-
pri se Bal ances which will be reinbursed
fromGfts and Grants when avail abl e

78



Awar ded a general construction contract
for the Wonen's Softball Field - Stage Two
Grandstand and Rel ated Facilities at U T.
Austin to the | owest responsi bl e bidder,

J. C. Evans Construction Co., Inc.,

Austin, Texas, for the Base Bid and Alter-
nate Bid No. 1 in the amount of $3, 278, 900

Approved the inscription set out bel ow
for a plaque to be placed on the buil d-
ing in keeping with the standard pattern
approved by the U T. Board of Regents
in June 1979:

WOVEN S SOFTBALL FI ELD - STAGE TWO
GRANDSTAND AND RELATED FACI LI TI ES

1996
BOARD OF REGENTS

Ber nard Rapoport Wl liamH Cunni ngham

Chai r man Chancel | or, The University
Thomas O. Hicks of Texas System

Vi ce- Chai r man Robert M Berdah

Martha E. Sm | ey President, The University
Vi ce- Chai r man of Texas at Austin

Linnet F. Deily

Donald L. Evans Mar mron Mok
Zan W Hol nes, Jr. Project Architect

Lowel |l H. Lebermann, Jr. J. C. Evans Construction
Tom Loeffler Co., Inc.

Ellen C arke Tenpl e Contract or

d. Appropriated an additional $800, 000 from

Unexpended Pl ant Fund Bal ances which w ||l
be reinbursed fromGfts and Grants when
avai | abl e.

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

t hat

it will have H storically Underutilized Business

participation of 8. 7% for wonen-owned firnms and 16. 4% f or
mnority-owned firns in the contract.
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The revised accounting for the project, including profes-
sional fees, contingencies, mscellaneous, and adm nis-
trative expenses, is as follows:

Stage One Playing Field $ 620, 000
Stage Two Grandstand and

Rel ated Facilities 3, 930, 000
Total Project Cost $4, 550, 000

The total project cost for this Stage Two contract is
conprised of the foll ow ng el enents:

Ceneral Construction Contract $3, 278, 900
Fees and Adm ni strative Expenses 379, 799
Ener gy Managenent System Conmuni cations

Testing, Furnishings, Field Turf 194, 037
M scel | aneous Expenses 18, 264
Proj ect Conti ngency 59, 000
Total Project Cost $3, 930, 000

Thi s project was approved by the Texas H gher Education
Coordi nating Board in July 1996 and is included in the
FY 1996- 2001 Capital | nprovenent Program and the

FY 1996- 1997 Capital Budget. Funding for this project
will be $4,494,000 from Unexpended Pl ant Fund Bal ances
and $56, 000 from Auxiliary Enterprise Balances to be
reinbursed fromGfts and Grants when avail abl e.

Approval of this item anmends the FY 1996- 2001 Capital
| mprovenent Program and the FY 1996-1997 Capital Budget.

U T. Tyler: Authorization to Arend the FY 1996-2001
Capital | nprovenent Program and the FY 1996-1997 Capital
Budget; Reall ocation of Funds Anpbng the Liberal Arts
Conpl ex, Purchase and Renovation of the University Pl ace
Retail Center, and Engi neering Building Design Projects;
and Appropriation Therefor.--Upon recomendati on of the
Executive Committee, the Board amended the FY 1996- 2001
Capital | nprovenent Program and the FY 1996-1997 Capit al
Budget, reall ocated funds anong existing projects, and
appropriated funds for projects at The University of
Texas at Tyl er as described bel ow

a. Appropriated $930,318 fromthe U T. Tyler
Per manent Uni versity Fund Bond Proceeds -
Speci al Program Funds as a substitute for
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$930, 318 in CGeneral Fee Bal ances for the
Li beral Arts Conplex project with the
total project cost to remain $21, 900, 000

b. Appropriated $880,000 fromthe U T. Tyler
Per manent University Fund Bond Proceeds -
Speci al Program funding as a substitute
for $300,000 in General Fee Bal ances and
$580, 000 i n Revenue Fi nanci ng System Bond
Proceeds for the purchase and renovation
of the University Place Retail Center
project with the total project cost to
remai n $880, 000

C. Del et ed the Engi neering Buil ding design
project which had a total project cost
of $750, 000.

The change of funding sources for these U T. Tyler proj-
ects is intended to inprove the overall fund bal ance
position at U T. Tyler by allocating funds fromthe

Per manent Uni versity Fund Bond Proceeds - Special Program
as a replacenent for Ceneral Fee Bal ances for the Liberal
Arts Conpl ex and the purchase and renovation of the Uni-
versity Place Retail Center projects. This reallocation
will allow U T. Tyler to return General Fee Bal ances to
current unrestricted funds. The replacenent of Revenue
Fi nanci ng System Bond Proceeds used in the purchase and
renovation of the University Place Retail Center project
will elimnate the need to use CGeneral Fee Revenues to
finance debt service on this project.

In addition to the reall ocation of fund sources, the
proposal del etes the Engi neering Buil ding design project
which will also allow $100, 000 of General Fee Bal ances to
be rel eased.

Approval of this item anends the FY 1996-2001 Capital
| mprovenent Program and the FY 1996-1997 Capital Budget.
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5.

U T. Health Science Center - Houston: Approval to
Purchase El ectron M croscope fromthe Zeiss Corporation
for Use by the Institute of Ml ecul ar Mdicine and Appro-

priation Therefor.--The Board, upon reconmendation of the
Executive Conmm ttee:

a. Approved the purchase of an el ectron
m croscope fromthe Zeiss Corporation for
use by the Institute of Ml ecul ar Medici ne
at The University of Texas Health Science
Center at Houston

b. Appropriated $1, 100, 000 from Per manent
Uni versity Fund Bond Proceeds for total
proj ect funding.

The U. T. Health Science Center - Houston has the
opportunity to purchase fromthe Zeiss Corporation

their |l atest nodel electron m croscope at a substanti al
di scount. The machi ne was shi pped to Chicago for a
trade show by Zeiss. The conpany has provided a witten
commtnment to sell the equipnent at |ess than market
value to avoid the air freight costs associated with
shipping it back to Germany. The Institute of Ml ecul ar
Medi cine's research capabilities would be greatly
enhanced by the i medi ate purchase of the electron mcro-
scope and associated fl ow cytoneter which are basic to
the study of nol ecul ar nedi ci ne.

The U. T. Board of Regents approved a Menorandum of
Understanding (MOU) in March 1994 for $15, 000, 000 of

Per manent University Fund Bond Proceeds to support the
devel opnent of the Institute of Ml ecul ar Medicine, and
the U T. Health Science Center - Houston is in the pro-
cess of raising matching funds in this amount for |ong-
term support of this project.
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REPORT AND RECOMVENDATI ONS OF THE BUSI NESS AFFAI RS AND AUDI T
COW TTEE (Pages 83 - 127).--Conmttee Chairman Sm |l ey
reported that the Business Affairs and Audit Commttee 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. 87
(Cat al og Change). --Upon reconmendati on of the Business
Affairs and Audit Commttee, the Board approved
Chancel lor's Docket No. 87 in the formdistributed by the
Executive Secretary. It is attached follow ng Page 268
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
normal ly is published in the institutional catal og be
reflected in the next appropriate catal og published by
the respective institution.

To avoi d any appearance of a possible conflict of inter-
est, Regent Deily was recorded as abstaining from any
vote on Itenms 1 and 2 on Page G - 4 of The University

of Texas Medi cal Branch at Gal veston Docket related to
contracts with Houston Lighting & Power Conpany.

2. U T. Board of Regents - Regents' Rules and Reqgul ati ons:
Anendnents to Part One, Chapter | (Board of Regents), and

Part Two, Chapter VIII (Physical Plant |nprovenents),
Chapter XI (Contract Adm nistration), and Chapter Xl|
(Contracts and Grants for Sponsored Research) to Conply
with Previous Board Actions Relating to the Del egati on of

Sel ected Contract Approval Authority to Designated U. T.
System Admi ni strati on and Conponent O ficials.--The
Board, upon recomrendation of The University of Texas
System Process Review Conmittee and the Busi ness Affairs
and Audit Commttee, anended the Regents' Rules and
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Regul ations, Parts One and Two as set forth below to

further inplenment actions approved by the Board at the
May 1996 and August 29, 1996 neetings regardi ng del e-
gation of selected contract approval authority to
designated U. T. System Adm nistration and conponent
of ficials:

a.

Part One, Chapter | (Board of Regents), Section 9,
Subsection 9.2, Subdivisions 9.22 and 9.23, relating
to contracting authority, were anended to read as
set forth bel ow

9.22 Al contracts or agreenents, including purchase
orders and vouchers, with a cost or val ue of
nore than $500, 000 nust be approved by the
Executive Conmttee of the Board or approved by
the Board via the docket or the agenda except
the follow ng, which do not require prior
approval or ratification by the Executive
Comm ttee or the Board regardl ess of the
contract anount:

9.221 Contracts, agreenents, and
docunents relating to construction
projects previously approved by the
Board in the Capital |nprovenent
Program and Capi tal Budget.

9. 222 Contracts or grant proposals for
sponsored research, including
institutional support grants, that do
not include a license for or
conveyance of intellectual property
owned or controlled by the Board.

9. 223 Contracts or agreenents for the
pur chase of replacenent equi pnent.
9.224 Contracts or agreenents for the
purchase of routinely purchased
suppl i es.
9. 225 Pur chases made under a group
pur chasi ng program
9. 226 Pur chases of new equi pnent identified

specifically in the institutional
budget approved by the Board.

9.23 Al contracts for consulting services for nore
t han $250, 000 nmust be approved by the Executive
Comm ttee of the Board or approved by the Board
via the docket or the agenda.
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Part One, Chapter |, Section 9, Subsection 9.2 was
anended by addi ng Subdivision 9.29, relating to
contracts or agreenments with foreign entities, as
fol | ows:

9.29 Al contracts and agreenents of any kind or
nature with a foreign governnment or agency
thereof and all contracts and agreenents for
sponsored research with a corporation or other
entity organi zed and operating under the | aws
of a foreign state nust be approved by the
Board via the docket or the agenda.

Part Two, Chapter VIII (Physical Plant |nprove-
ments), Section 2, Subsection 2.2, Subdivision 2.23,
relating to contracts for the services of a project
architect or engineer for major projects, was
anended to read as set forth bel ow

2.23 The Chancellor, on behalf of the Board, wll
utilize the services of a project architect or
engi neer for each Major Project or portion
thereof as nay be desirable or required by | aw

Contracts with architects and engi neers shal
conply with guidelines issued by the Ofice of
General Counsel and shall be witten on a
standard form approved by the Ofice of General
Counsel .

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

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

3.3 Professional Services.--Subject to the
provi sions of Part One, Chapter |, Section 9 of
t hese Rul es and Regul ati ons, each chi ef
admnistrative officer is authorized to execute
and deliver on behalf of the Board contracts
and agreenents with architects, engineers, and
ot her professional service providers for M nor
Proj ects previously approved in accordance with
this Chapter. Contracts with architects and
engi neers shall conply with guidelines issued
by the Ofice of General Counsel and shall be
witten on a standard form approved by the
O fice of General Counsel
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Part Two, Chapter Xl (Contract Adm nistration),
Section 2, Subsection 2.1, relating to del egation
of contracting authority for small purchases, was
anended to read as set forth bel ow

2.1 Small Purchase Prograns.--The Board del egates
to each chief admnistrative officer authority
to i npl enent, manage, and oversee a small
purchase programto all ow purchases of routine
supplies, services, and equi pnent to be nmade by
specified enpl oyees. A snmall purchase program
shall not permt any purchase for nore
t han $5,000. The snall purchase program shal
provi de appropriate oversight and include al
procedures necessary to assure conpliance with
these Rul es and Requl ati ons and applicabl e
| aws.

Part Two, Chapter Xl, Section 3, Subsection 3.2,
relating to authority to settle clains and disputes,
was anmended as set forth bel ow

3.2 Settlenment of Disputes.--Except as provided in
Subsection 3.3 of this Section, the Board
del egates to the Vice Chancellor and General
Counsel authority to execute and deliver on
behal f of the Board agreenents for | egal
services wth outside counsel and agreenents
settling any claim dispute, or litigation with
athird party in the follow ng anbunts. The
Vi ce Chancell or and CGeneral Counsel shal
consult with the chief adm nistrative officer
and the appropriate Executive Vice Chancel |l or
with regard to all significant settlenents that
will be paid out of institutional funds. The
Vi ce Chancell or and CGeneral Counsel shal
consult with the Ofice of Devel opnent and
External Relations with respect to settl enent
of will contests and other matters relating to
gifts and bequests adm ni stered by that Ofice.
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Addi ti onal

Anpunt Requi renent s
$150, 000 or | ess None
$150, 001 to $300, 000 Concurrence of

t he Chancel | or or
the appropriate
Executi ve

Vi ce Chancel |l or

$300, 001 to $500, 000 Concurrence of the
Chai rman of the Board

More t han $500, 000 Concurrence of the
Board of Regents, the
Executive Conm ttee,
or the appropriate
standing comm ttee of
t he Board

Part Two, Chapter Xl, Section 3 was anended by add-
i ng Subsection 3.3, regarding authority to settle
clains and disputes relating to construction con-
tracts, as foll ows:

3.3 Settlenment of Cains and Disputes Relating to
Construction Projects.--The Board del egates
authority to execute all documents necessary or
desirable to settle clains and di sputes
relating to construction projects to the System
or conponent official designated in the
construction contract to the extent funding for
the project has been authorized in accordance
with the provisions of Part Two, Chapter VIII
of these Rules and Requl ati ons.

Part Two, Chapter XlIlI (Contracts and Grants for
Sponsored Research), Section 1, relating to del e-
gation of contracting authority with respect to
sponsored research and grant proposals, was anmended
to read as foll ows:

Sec. 1. Del egation of Authority.--Subject to the
general provisions of Part One, Chapter |
Section 9, the Board del egates to each
chief adm nistrative officer authority to
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execute and deliver on behalf of the Board
contracts or grant proposals for sponsored
research, other than agreenents that grant
to athird party an interest in
intellectual property owned or controlled
by the Board, which agreenents nust be
processed as required by Part Two,

Chapter Xl I, Subsection 9.1 of these Rul es
and Requl ations. Funds shall not be
encunbered or expended prior to execution
of the contract or grant by the chief

adm nistrative officer. The chief

adm nistrative officer may require that
the chief business officer or del egate
approve the business aspects of contracts
or grant proposals for sponsored research
prior to execution.

Part Two, Chapter Xl I, Section 1, present Sub-
sections 1.1 and 1.2, relating to intellectual
property and foreign contracts, were deleted in
their entirety.

The foregoi ng anmendnents contain substantive and m nor
editorial corrections for the record as summari zed bel ow.

a.

Regents' Rul es and Reqgul ati ons, Part One, Chapter
(Board of Regents) -- Carifies the kinds of con-
tracts and agreenents that are not subject to the
$500, 000 general limtation on delegated authority,
specifies that contracts or grant proposals for
sponsored research that do not include a |icense or
grant of intellectual property are not subject to

t he $500, 000 general limtation on del egated author-
ity, and clarifies that all contracts and agree-
ments with foreign governnments or entities nust be
approved by the Board via the docket or the agenda.

Regents' Rul es and Regul ati ons, Part Two, Chap-

ter VIIl (Physical Plant |Inprovenents) -- Carifies
that contracts for professional services in connec-
tion with construction projects nust be on a stan-
dard form approved by the O fice of General Counsel
and conformto guidelines issued by the Ofice of
Gener al Counsel .
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3.

C. Regents' Rul es and Regul ati ons, Part Two, Chapter Xl
(Contract Adm nistration) -- Delegates authority
to each chief admnistrative officer to inplenent,
manage, and oversee a small purchase programto
al | ow purchases of routine supplies, services, and
equi pnent up to $5,000 to be nmade by specified
enpl oyees, deletes the requirenent that foreign
contracts be approved by the Board, which require-
ment is now found in the general provisions relating
to del egation of contracting authority in Part One,
Chapter |, Section 9 of the Regents' Rules and Requ-

| ati ons, and specifies that authority to settle
clainms and disputes relating to construction proj-
ects will be as provided in the construction con-
tract. The authority to inplenment a snall purchase
programis in addition to the general authority to
execute and deliver contracts subject to the limta-
tions of Part One, Chapter |, Section 9 of the
Regents' Rul es and Requl ati ons.

d. Regents' Rul es and Regul ati ons, Part Two, Chap-
ter XIl'l (Contracts and Grants for Sponsored
Research) -- Clarifies delegation of authority to

execute certain sponsored research agreenments and
grant proposals and del etes the requirenent that
foreign contracts be approved by the Board, which
requirenent is now found in the general provisions
relating to del egation of contracting authority

in Part One, Chapter |, Section 9 of the Regents'
Rul es and Reqgul ati ons.

U T. System Approval of Bank Card Services Agree-
nent Between the U. T. Board of Regents and Nati onal
Dat a Paynment Systens, Atlanta, Georgia, Effective Janu-
ary 1, 1997, and Authorization for the Chancellor to
Execute the Agreenent.--Pursuant to Part One, Chapter |
Section 9, Subsection 9.2, Subdivision 9.22 of the
Regents' Rul es and Regul ations, contracts in excess of
$500, 000 nust be approved by the U T. Board of Regents.
The current contract for bank card processing with

Nat i onsBank (now Unified Merchant Services) expired
March 1, 1996, and was renewed through January 1, 1997,
to allow tine to request proposals for the services.
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Upon reconmendation of the Business Affairs and Audit
Comm ttee, the Board approved and aut hori zed the Chancel -
| or or his delegate to execute the Bank Card Services
Agreenent between the U T. Board of Regents and Nati onal
Dat a Paynment Systens, Atlanta, Georgia, for the process-
ing of credit card transactions for the conponent insti-
tutions of The University of Texas Systemeffective
January 1, 1997.

U T. System Approval of the Systemw de Internal Audit

Plan for Fiscal Year 1996-97.--The Business Affairs and
Audit Committee recommended and the Board approved The
University of Texas SystemlInternal Audit Plan for Fiscal
Year 1996-97. Devel opnent of the Audit Plan is based on
a Systemw de risk assessnent and inplenentation of the
Plan will be coordinated with the institutional auditors.

A copy of the U T. System Adm nistration and conponent
institution Audit Plans and the Sunmarized Audit Pl ans
are on file in the Ofice of the Board of Regents.

U T. Board of Regents: Adoption of Fifth Suppl emental
Resol ution Authorizing the |Issuance, Sale and Delivery

of Board of Regents of The University of Texas System
Revenue Fi nancing System Taxabl e Conmerci al Paper Notes,
Series B and Approving and Aut horizing Instrunents and
Procedures Relating Thereto to Establish a Taxable

I nterimFi nanci ng Program and Aut hori zation for Appro-
priate Oficials to Execute Docunents Relating Thereto. --
Upon reconmendation of the Business Affairs and Audit
Comm ttee, the Board:

a. Adopted a Fifth Suppl enental Resol ution
Aut hori zing the |Issuance, Sale and Deliv-
ery of Board of Regents of The University
of Texas System Revenue Fi nancing System
Taxabl e Commerci al Paper Notes, Series B
and Approving and Aut horizing Instrunents
and Procedures Rel ating Thereto substan-
tially in the formset out on
Pages 92 - 123 to establish a taxable
interimfinancing programin an aggregate
amount not to exceed $25, 000, 000
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b. Aut hori zed the officers and enpl oyees of
the Ofice of Business Affairs to take any
and all steps necessary to carry out the
intentions of the U T. Board of Regents
to conplete the transaction

The use of tax-exenpt debt for projects is limted by

the Internal Revenue Code to facilities enployed for
gover nnent al purposes. Projects wth nongovernnent al

or private use beyond established [imts are denied the
benefits of tax-exenpt debt and nust enpl oy taxabl e debt.
Taxabl e debt is anticipated to be issued for projects in
the Capital Inprovenent Program such as stadi um sky boxes
and space rented to nongovernnental entities.

The taxabl e commercial paper programw ||l not exceed
$25, 000, 000. Procedures fromthe Guidelines Governing
Adm ni stration of the Revenue Financing Systemw || be
applied to the issuance of taxable debt.

Liquidity for both the tax-exenpt and taxable commerci al

paper progranms is provided by the U T. System Short/
I nt ermedi ate Ter m Fund.
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CERTIFICATE FOR RESOLUTION

THE STATE OF TEXAS §
BOARD OF REGENTS OF THE
UNIVERSTY OF TEXAS SYSTEM §

We, the undersgned officers of the Board of Regents of The Univarsty of Texas Sydem,
hereby catify as follows

1. The Boad of Regats of The Univasty of Texas Sysem convened in REGULAR
MEETING ON THE DAY OF , 1996, a the designated meeting place, and
the rall was cdled of the duly condtituted officers and members of said Board, to-wit:

Mr. Bernard Rgpoport, Chairman

Mr. Thomas 0. Hicks Vice Charman
Ms Matha E. Smiley, Vice Charman
Ms Linnet F. Dely

Mr. Dondd L. Evans

Mr. Zan W. Holmes, J.

Mr. Lowdl H. Lebermann, J.

Mr. Tom Lodfler

Ms Hllen Clake Temple

Mr. Arthur H. Dilly, Executive Secretary

and dl of sad persons were present, except the following aosentess

thus condtituting a quorum. Whereupon, among other busness, the following was transacted a sad
Medting: a written

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

was duly introduced for the congderation of sad Board and duly reed. It was then duly moved ad
seconded that said Resolution be adopted; and, after due discusson, sad mation, carrying with it the
adoption of said Resolution, prevailed and carried by the following vote

AYES All members of said Board shown
present above voted “Aye’, except
as shown bdow.

NOES:
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2. That atrue, full and correct copy of the aforesaid Resolution adopted at the Meeting
described in the above and foregoing paragraph is attached to and follows this Certificate; that said
Resolution has been duly recorded in said Board's minutes of said Mesting; that the above and
foregoing paragraph is a true, full, and correct excerpt from said Board's minutes of said Meseting
pertaining to the adoption of said Resolution; that the persons named in the above and foregoing
paragraph are the duly chosen, qudified, and acting officers and members of said Board as indicated
therein; and that each of the officers and members of said Board was duly and sufficiently notified
officidly and persondly, in advance, of the time, place, and purpose of the aforesaid Meeting, and
that said Resolution would be introduced and considered for adoption at said Meeting; and that said
Meeting was open to the public, and public notice of the time, place, and purpose of said Meeting was
given, dl as required by the Texas Government Code, Chapter 55 1.

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

SIGNED AND SEALED the

Chairman Executive Secretary

(SEAL)
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FFTH SUPPLEMENTAL RESOLUTION
AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF BOARD
OF REGENTS OF THE UNIVERSITY OF TEXAS SYSTEM REVENUE
FINANCING SYSTEM TAXABLE COMMERCIAL PAPER NOTES

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

WHEREAS, on April 12, 1990, the Board adopted a Magter Resolution Edtablishing The
Univarsty of Texas Sysem Revenue Finandng Sysem, as amended and restated on February 14,
1991 and further amended on October 8, 1993 (refarred to herein as the “Madter Resolution”); and

WHEREAS, unless atherwise defined herein, terms used herein shdl have the meaning given
in the Maser Resolution; and

WHEREAS, the Mager Resolution establishes the Revenue Financing System (the “Fnanang
Sysem”) comprised of the inditutions now or hereafter condituting components of The Universty
of Texas Sygem which are desgnated “Membeas’ of the Financing Sysem by action of the Board
and pledges the Pledged Revenues atributable to eech Member of the Financing Sysem to the
payment of Parity Deht to be outdanding under the Madter Resolution; and

WHEREAS, the Board has previoudy adopted the Frd, Second, Third, and Fourth
Supplementa Resolutions to the Mader Resolution authorizing Parity Delt thereunder, and

WHEREAS, the Board has determined to authorize the issuance of Parity Debt in the form
of taxable commerdd pgper notes to provide interim finandng for capitd improvements and to
finance eguipment purchases when such improvements and equipment cannot be financed on a tax-
exempt bad's pursuant to the Board's Revenue Financing Sysem Commercid Paper Program, Series
A authorized by the Frd Supplementd Resolution to the Mader Resolution; and

WHEREAS, the Board hereby determines and deams it necessary to authorize the issuance
of Paity Debt pursuant to this Fi Supplementa Resolution (the or this "Fifth Supplement”) to the
Magter Resolution for such purposes and;

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

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

Sation 1.01. Deinitions In addition to the definitions sa forth in the preamble of this Fifth
Supplement, the terms usad in this Fifth Supplement and not otherwise defined shdl have the
meanings given in the Mager Resolution or in Exhibit “A” to this Ffth Supplement atached hereto
and made a part hereof.

Sction 1.02. Condruction of Terms If gppropriate in the context of this Ffth Supplement,
words of the angular number shdl be congdered to indude the plurd, words of the plurd number
shdl be conddered to indude the sngular, and words of the masculing, femining, or neuter gender
ghdl be conddered to indude the other genders

ARTICLE I
AUTHORIZATION OF NOTES

Section 2.01. Generd Authorization. Pursuant to authority conferred by and in accordance
with the provisons of the Conditution and laws of the State of Texas paticulaly the Ads,
Commercid Paper Nates shdl be and are hereby authorized to be issued in an aggregate principa
amount not to exceed Twenty Five Million Ddllars ($25,000,000) a any one time Outstanding for
the purpose of financing Project Codts of Eligible Projects and to refinance, renew, or refund Notes,
Prior Encumbered Obligations, and Parity Debts, including interest thereon dl in accordance with and
subject to the terms, conditions, and limitations contained herein. For purposss of this Section 2.01,
any portion of Outstanding Notes to be pad from money on depadt with the Issuing and Paying
Agent and from the avallable proceads of Parity Debt or other obligations of the Board issued on the
day of cdaulaion shdl not be conddered Outdanding. The authority to issue Commerdid Peaper
Notes from time to time under the providons of this Fifth Supplement dhdl exig until the Maximum
Maurity Date, regardless ofwhether a any time prior to the Maximum Maurity Date there are any
Commercid Paper Notes Outdanding.

Section 2.02. Commerdd Paper Notes Under and pursuant to the authority granted hereby
and subject to the limitations contained herein, Commercid Paper Notes to be designated “Board of
Regents of The Univarsty of Texas Sysem Revenue Finandng Sysem Taxable Commerdd Peper
Notes, Saries B” are hereby authorized to be issued and sold and ddivered from time to time in such
principd amounts as determined by a U.T. Sysem Represantaive in denomingtions of $100,000 or
in integrdl muitiples of $1,000 in excess thereof, numbered in ascending consecutive numerica order
in the order of their issuance, and shdl mature and become due and payable on such datesasa U.T.
Sysem Represantative shdl determine a the time of sdle provided, however, that no Commerdid
Paper Note shall (1)) maure ater the Maximum Maurity Dae or (i) have a teem in excess of 270
cdendar days.

Subject to the limitations contained herein, Commerdd Paper Notes herein authorized dhdll
be dated as of thar date of issuance (the “Note Dae’) and shdl bear no interest or bear interest &
such rate or rates per annum or computed pursuant to such formula and on such basis (but in no
event to exceed the Maximum Interes Rete in effect on the date of issuance thereof), as may be
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determined by a U.T. Sysem Represantative. Interes, if any, on Commercid Pgper Notes shdl be
payable a maturity Commercid Pgper Notes may be payable to bearer, may be issued in regidered
form, without coupons, or may be issued in book-entry only form pursuiant to Section 2.05(b) as
determined by a U.T. System Representative. Both principa of and interes on the Commerdid Peaper
Notes shdl be payadle in lanvful money of the United Sates of America, without exchange or
collection charges to the Holder thereof in the manner provided in the Form of Commercid Peper
Nate st forth in Exhibit B to this Fifth Supplemernt.

Commerdd Pgper Notes issued hereunder may contan tems and providons for the
redemption or prepayment thereof prior to maturity, subject to any gpplicable limitations contained
herein, as provided herein or otherwise as shdl be determined by a U.T. Sysem Represantative.

Subject to gpplicable terms, limitations, and procedures contained herein, the Commercid
Paper Notes may be sold in such manner a public or private sdle and at par or a such discount or
premium (within the interest rate and yidd redrictions provided herein) as a U.T. Sydem
Representative shdl gpprove a the time of the sde thereof

Section 2.03. Form of Commercid Paoer Notes

(@ If not issued in book-entry only form, the Commercid Paper Notes and the Catificate
of Authentication to gppear on each of the Commercid Paper Notes shdl be subgtantidly in the form
s foth in Exhibt B to this Fifth Supplement with such gopropriae insartions, omissons
subditutions, and other varidions as are permitted or required by this Ffth Supplement and may have
uch letters numbers, or other marks of identification (induding identifying numbers and Ietters of
the Committee on Uniform Securities |dentification Procedures of the American Bankers Assodiation)
("CUSIP" numbers) and such legends and endorsements thereon as may, conagtently herewith, be
approved by a U.T. System Representative. Any portion of the text of any Commercid Pgper Notes
may be st forth on the reverse thereof, with an gppropriaie reference thereto on the face of the
Commercid Paper Notes and the Commercid Paper Notes shall be printed, lithographed, or engraved
or produced in any other Smilar manner, or typewritten, dl as determined and gpproved by a U.T.
Sydem Representdive.

(b) If the Commerdd Paper Notes are issued in book-entry only form pursuant to
Section 2.05(b), they shdl be issued in the form of a Master Note in subgtantialy the form atteched
hereto as Exhibit C to which there shdl be atached the form of Commerdd Peper Note st forth in
Exhibit B and it is hereby dedared that the provisons of Exhibit B are incorporated into and shdl be
apart of the Master Note. It is further provided thet this Ffth Supplement, the Master Resolution,
and the fom of Commedd Pgper Note s forth in BExhibit B shdl conditute the “underlining
records’ referred to in the Master Note. Notwithstanding the provisions of Section 2.04, the Master
Note shdl be executed on behdf of the Board by the manud sgnature of the Charman or Vice-
Charmaen of the Board.

Saction 2.04. Execution - Authentiction. The Notes shdl be executed on behdf of the
Board by the Charman or Vice Charman of the Board under its sed reproduced or impressed
thereon and attested by the Executive Secretary to the Board.  The signature of sad officars on the
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Notes may be manua or facamile. Notes bearing the menudl or facamile Sgnatures of jpdividuals
who are or were the proper officers of the Board on the date of passage of this Fifth Supplement shah

be deamed to be duly executed on behdf of the Board, notwithstanding that such individuds or ether
of them shdl cease to hald such offices a the time of the initid sde and ddivery of Notes authorized
to be issued hereunder and with repect to Notes ddivered in subseguent sales, exchanges, and

tranders, dl as authorized and provided in the Bond Procedures Act of 19381, Artide 717k-6,
Venon's Texas Civil Statutes, as amended.

Other than pursuant to Section 2.03(b), no Commercid Pgper Note shdl be entitled to any
right or bendfit under this Fifth Supplement, or be vaid or obligatory for any purpose, unless there
gopears on such Commercid Pgper Note a certificate of authentication subdtantidly in the form
provided in Exhibit B to this FHi Supplement, executed by the Issuing and Paying Agent by manud
ggnature, and such certificate upon any Commerda Pgper Note shag be condusive evidence, and
the only evidence, that such Commercid Pgper Note has been duly catified or regisered and
ddlivered.

Section 2.05. Issuing and Paving Agent and Book-Enttv-Onlv_System.

(@ Iswing and Paving Agent. The Issiing and Paying Agent for the Commercid Paper
Notes may be the Board, if authorized by law, or the inditution determined by the U.T. Sydem
Representative, to have submitted thel owest  respongble bid for such sarvicesin response to requests
for proposds. The Board covenants and agrees to kegp and mantain the Regigration Books at the
office of the 1suing and Paying Agent, dl as provided herein and pursuant to such reasonable rules
and regulations as the |ssLing and Paying Agent may prescribe.  The Board covenants to maintain and
provide an Issuing and Paying Agent a dl times while the Commerdd Pgper Notes are outstanding,
which, if it is not acting in such cgpadty, ddl be a naiond or dae banking assodiaion or
corporaion organized and doing busness under the laws of the United States of America or of any
State and authorized under such lawsto exercse trust powers. The issuing and paying agat for the
Board's Revenue FHnancing System Commercid Pgper Notes, Saries A (the “Saries A Notes') is
hereby designated astheinitid Issuing and Paying Agent.  Should a change in the Isuing and Paying
Agent for the Commercid Paper Notes occur, the Board agrees to promptly cause a written natice
thereof to be (i) sent to each Holder of the Commercid Pgper Notes then outstanding by United
Sates mall, fird dass, postage prepad and (i) published in a finendd newspgper or journd of
generd dreulaion in The City of New York New York, once during eech caendar week for & leest
two cdendar weeks, provided, however, that the publication of such natice shdl not be required if
natice is given to each Holder in accordance with dause (i) above Such notice Shdl give the address
of the successor Paying Agent/Registrar. A successor Issuing and Paying Agent may be gppointed
without the consent of the Holders.

The Board and the Issuing and Paying Agent may treet the bearer (in the case of Commercid
Paper Notes S0 regigered) or the Regisered Owner of any Commercid Paper Note as the abosolute
owner thereof for the purpose of recaiving payment thereof and for dl purposes, and, to the extent
permitted by law. the Board and the Issuing and Paying Agent shdl not be affected by any notice or
knowledge to the contrary.
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A copy of the Regidraion Books and any change thereto shall be provided to the Board by
the Isuing and Paying Agent, by means of tdecommunications equipment or such other means as
may be mutuelly agreeeble thereto, within two Business Days of the opening thereof or ay change
therain, as the case may be.

(b) Book-Entry-Only Svstem. Ifa U.T. Sysem Representative determines thet it is possble
and dedrable to provide for a book-entry-only system of Commercid Paper Note regidration with
DTC, such U.T. System Representative, acting for and on behdf of the Board, is hereby authorized
to goprove, execute, and ddiver a Letter of Representations to DTC and to enter into such other
agreements and execute such instruments as are necessary to implement such book-entry-only system.
such goprovad to be condudvey evidenced by the execution thereof by sad U.T. Sydem
Representaive. Under the initid  Book-Entry-Only  Sysem with DTC, (i) no physcd Note
catificates will be ddivered to DTC and (i) the Board will execute and ddiver to the Issuing and
Paying Agent, as cudodian for DTC, a magter note rdating to the Commercid Paper Notes (the
“Mader Note’) in subdantidly the foom st forth in Exhibit C. Exogpt as provided heran, the
ownership of the Notes shdl be regisered in the name of Cede & Co., as hominee of DTC, which
will sarve as the initid securities depoditory for the Notes Ownership of bendfidd interedts in the
Notes dhdl be shown by book entry on the sysem mantained and operated by DTC and DTC
patidpants, and trandfers of ownership of benefidd interests shdl be made only by DTC and the
DTC paticpants by book entry, and the Board and the Issuiing and Paying Agent shdl have no
regponghility therefor. DTC will be required to mantain records of the pogtions of the DTC
paticipants in the Notes, and the DTC participants and persons acting through the DTC participants
will be required to maintain records of the purchasers of beneficd interessin the Notes  Exoept as
provided in subsection (b)i) of this Section 2.05, the Notes shdl not be trandferable or exchangeable,
except for trandfer to another securities depository or to another nominee of a securities depogitory.

With repect to Commerdd Paper Notes regidered in the name of DTC or its nomineg,
nather the Board nor the IssLing and Paying Agent shdl have any responghility or abligation to any
DTC Paticipat or to any person on whose behdf a DTC Patidpant holds an interest in the
Commerdd Pgpar Notes Without limiting the immediaidy preceding sentence, neither the Board
nor the Issuing and Paying Agent shdl have any responsihility or obligation with respect to (i) the
accuracy Of the records of DTC or any DTC Participant with respect to any ownership interest in the
Commercid Paper Notes, (i) the ddivery to any DTC Paticipant or any other person, other than a
regisered owner of the Commercid Pgper Notes, as shown on the Regidration Books, of any natice
with respect to the Commerdd Pgper Notes induding any naotice of redemption, and (jii) the
payment to any DTC Paticipant or any other person, other then a regidered owner of the
Commercid Pgper Notes as shown in the Regidraion Books, of aty amount with repect to
prindpa of and premium, if any, or interest on the Commercid Peper Notes

Whenever, during the term of the Commerdia Paper Notes, the beneficid ownerdhip thereof
is determined by a book-entry a DTC, the reguirements in this Ffth Supplement of halding,
regidering, ddivering, exchanging, or trandaring the Commearda Paper Notes shdl be deemed
modified to require the gppropriate person or entity to meet the requirements of DTC as to holding,
regigering, ddivering, exchanging, or trandearing the book-entry to produce the same effect.
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Either the Board or DTC may determine to discontinue the Book-Entry-Only System and in
such case, unless a new Book-Entry-Only System is put in place, physical oartificates in the form st
forth in Exhibit B shdl be provided to the Bendficid Holders

If at any time, DTC ceases to hold the Commercid Paper Notes all references hereinto DTC
ghdl be of no further force or effect.

Whenever the benefidd ownership of the Commerdd Paper Notes is determined by a book-
entry a DTC, ddivery of Commercid Pgper Notes for payment at maturity shdl be made pursuant
to DTC's paymentt procedures as are in effect from time to time and the DTC Paticipants shdl
tranamit payment to benefida owners whose Commercial Paper Notes have matured.  The Board and
each Issuing and Paying Agent, Bank, and Dedler are nat respongble for trandfer of payment to the
DTC Paticipants or beneficid owners.

Sction 2.06. Neeotigbilitv. Regidration. and Exchangeahility. The Commerdd Peaper
Notes sdl be and shdl have dl of the qudities and inddents of a negatidble indrument under the

laws of the State of Texas, and each successve Holder, in accepting any of the obligations, shdl be
condudvdy deemed to have agreed that such obligations shdl be and have dl of the qudities and
incidents of a negatidble indrument under the laws of the State of Texas

Regidration Books rdating to the regidraion, payment, and trander or exchange of the
Commerdd Peaper Notes shdl a dl times be kept and maintained by the Board at the office of the
Issuing and Paying Agert, and the Issuing and Paying Agent shdl obtain, record, and maintain in the
Regidration Books the name, and to the extent provided by or on behdf of the Holder, the address
of each Holder of the Commercid Paper Notes, except for Commercid Paper Notes registered to
bearer. A copy of the Regidration Books shdl be provided to and held by the Board in the manner
provided in Section 2.05 hereof. Any Commercid Pgper Note may, in accordance with its terms and
the terms hereof, be trandferred or exchanged for Commercid Paper Notes of like tenor and character
and of other authorized denominaions upon the Regidration Books by the Holder in person or by
his duly authorized agent, upon surrender of such Commerdd Pgper Note to the Issuing and Paying
Agent for cancdlaion, accompanied by a written indrument of trandfer or request for exchange duly
executed by the Holder or by his duly authorized agert, in foom stifactory to the Regidrar

Upon surrender for trander of any Commercid Paper Note a the designated office of the
Regidrar, the Issuing and Paying Agent shdl regiger and ddiver, in the name of the desgnated
trandferee or transferees, one or more new Commerda Paper Notes executed on behdf of, and
fumnished by, the Board of like tenor and character and of authorized denominations and having the
same maurity, bearing interest & the same rate and of a like aggregate principa amount as the
Commercid Pgper Note or Commercid Paper Notes surrendered for trander.

Furthermore, Commercid Paper Notes may be exchanged for other Commerciad Peper Notes
of like tenor and character and of authorized denomingtions and having the same maturity, bearing
the same rate of interest and of like aggregete principal amount as the Commercid Paper Notes
surrendered for exchange, upon surrender of the Commercid Paper Notes to be exchanged a the
desgnated office of the Regidrar Whenever any Commercid Pgper Notes are so surrendered for
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exchange, the Issuing and Paying Agat shdl regiger and ddiver new Commerda Pgper Notes of
like tenor and character as the Commercid Paper Notes exchanged, executed on bendf of and
furnished by, the Board to the Holder requesting the exchange.

The Board and the Issuing and Paying Agent may charge the Holder a sum suffident to
reimburse them for any expensss incurred in meking any exchange or trander dter the fird such
exchange or trandfer. The Issuing and Paying Agent or the Board may also require payment From the
Holder of a sum aufficent to cover any tax, fee, or other governmentd charge that may be imposed
inrdaionthereto. Such charges and expenses shdl be paid before any such new Commercid Peper
Note shdl be ddivered.

The Board and the Issuing and Paying Agent shdl not be required to trandfer or exchange any
Commercid Paper Note sdected, cdled, or being cdled for redemption in whole or in part.

New Commercid Pgper Notes ddivered upon any trandfer or exchange shdl be vdid specid
obligations of the Board evidencing the same debt as the Commercid Paper Notes surrendered, shdll
be secured by this Hih Supplement, and shdl be ertitlied to dl of the security and benefits hereof to
the same extent as the Commercid Pgper Notes surrendered.

The Board resarves the right to change the above regidration and tranderability provisons
of the Commercid Paper Notes a any time on or prior to the ddivery thereof in order to comply with
goplicable laws and regulaions of the United Sates in effect a the time of issuance thereof.  In
addition, to the extent that the provisons of this Section conflict with or are inconagent with the
provisons of the Form of Commerdd Peper Note st forth in Exhibit B, such other provisons shdl
contral.

Section 207. Commercad Peoer Notes Mutilated. Lod. Dedroved. or Sdlen. If any
Commercid Pgper Note shdl become muitilated, the Board, a the expense of the Holder of sad
Commerdd Paper Note, shall execute and the Issuing and Paying Agent shal authenticate and ddliver
a new Nate of like tenor and number in exchange and subdtitution for the Commercid Paper Note
S0 mutilated, but only upon surrender to the Issuing and Paying Agent of the Commeraid Pgper Note
0 mutilated. 1f any Commercid Paper Note shdl be log, destroyed, or olen, evidence of such loss,
degtruction, or theft may be submitted to the Board and the Issuing and Paying Agent.  If such
evidence be stigfactory to them and indemnity satifactory to them shdl be given, the Board, & the
expense of the Holder, shdl execute and the IssLing and Paying Agent shdll authenticate and ddiver
anew Commercid Paper Note of like tenor in lieu of and in subdtitution for the Commerdid Peper
Note 0 log, destroyed, or golen. In the event any such Commerad Paper Note shdl have matured,
the Issuing and Paying Agent indteed of issuing a duplicate Commerdid Paper Note may pay the same
without surrender thereof after making such requirement as it deems fit for its protection, induding
alog ingrument bond. Neither the Board nor the Issuing and Paying Agent shdl be required to treet
both the origind Commercid Pgper Note and any duplicate Commercid Paper Note as beng
outstanding for the purpose of determining the principd amount of Commercid Pgper Notes which
may be issued hereunder, but bath the origind and the duplicate Commerdid Paper Note shdl be
trested as one and the same. The Board and the Isuing and Paying Agent may charge the Holder
of such Commercid Paper Note with ther reasonable fees and expenses for such sarvice
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Section 2.08. Series B Credit Agreement. The Board resarves the right to enter into a

Saies B Credit Agreament to provide liquidity for a part or dl of the Commerdd Paper Notes to be
outstanding under this Fifth Supplement. Whenever the term “Saries B Credit Agreement” is used

in the FHfth Supplement, it shdl refer to the agreement referred to in this Section and the term

“Advances’ ddl mean advances under such Agreement. The Boad further resarves the right to
enter into one agreament which would conditute both the Series B Credit Agreement and the

“Series A Credit Agreement”, as that term is defined in the Firet Supplementd Resolution, and which
would provide liquidity for the Notes and the Board's Revenue Financing Sysem Commerdd Peper
Notes, SeriesA.

Section 2.09. Promissory_Note The Boad resarves the right to authorize one or more
promisory notes to evidence Advances under the Saries B Credit Agreement and such promissory

notes shdl be on a parity and of equd dignity with the Commercid Paper Notes

Section 2.10. Note Payment Fund. There is hereby created a fund a the IssLing and Paying
Ageat entitled the “Revenue Hidng Sysem Taxable Commerdd Peaper Note Payment Fund” (the
“Note Payment Fund’). The proceeds from the sde of Parity Debt issued for the purpose of
refunding and retiring Notes Qutstanding under this Ffth Supplement shall be paid to the Issuing and
Paying Agent for depost to the credit of the Note Payment Fund and used for such purpose.  In
addition, dl amounts required to be pad to the Issuing and Paying Agent for depost by the Board
pursuant to Section 2.11 shdl be pad to the Issuing and Paying Agent for depost to the Note
Payment Fund and shdll be used to pay principd of, premium, if any, and interest on Notes a the
respective interest payment, maturity, or redemption of such Notes as provided herain, induding the
repayment of any amounts owed with respect to the Promissory Note in evidence of Advances under
the Series B Credit Agreament.

Additiondly, dl Advances under the Series B Credit Agreement shdl be pad to the Issuing
and Paying Agent for the account of the Board and deposited into the Note Payment Fund and ussd
to pay the prindpd of, premium if any, and interest on the Commerad Paper Notes

Section 2. II. Edablishment of Financing System: [Ssuance of Parity_Debt: Security and
Pledge.

(@ By adoption of the Magter Resolution, the Board has established the Finanding System
for the purpose of providing a finendng gructure for revenue supported indebtedness of the
components of The Universty of Texas Sysem which are from time to time induded as Meambers
of the Fig System. The Magter Resolution is intended to edablish a master plan under which
revenue supported debt of the Finending System may be incurred.  This Fifth Supplement provides
for the authorization, issuance, sde ddivery, form, characteridics, provisons of payment and
redemption, and security of the Notes which are a saries of Parity Debt.  The Magter Resolution is
incorporated herein by reference and as such made a part hereof for dl purposes, except to the extent
modified and supplemented hereby, and the Notes are hereby dedared to be Parity Debt under the
Mader Resolution.
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(b) The Notes are gpedd obligations of the Board payable from and secured soldy by the
Pledged Revenues pursuant to the Mager Resolution and this Fifth Supplement. The Pledged
Revenues are hereby pledged, subject to the liens securing the Prior Encumbered Obligations, to the
payment of the prindipd of, premium, if any, and interest on the Notes as the same shdl become due
and payable The Board agrees to pay the principd of, premium, if any, and the interest on the Notes
when due, whether by reason of maturity or redemption.

(© A U.T. Sysdem Representative shdl implement the procedures necessary to meke an
Advance under the Saries B Credit Agreemart, if in effet, if there is not anticipated to be Pledged
Revenues or other lanfully avaladle funds in an amount suffident and in anple time to pay the
principa of and interest and any premium, if any, on the Commerdd Paper Notes as such prindpd,
interest, and premium, respectively, come due, whether by resson of maurity or redemption.
Amounts in the Note Payment Fund attributable to and derived dther from Advances under and
pursuant to the Series B Credit Agreement or from amounts provided pursuant to Section 4.03(b)
ghdl be used only to pay the principd of, premium, if any, and interest on the Commerdd Peper
Notes.

Section 2.12. Cancdlation. All Commercid Peper Notes which a maturity are surrendered
to the Issuing and Paying Agent for the collection of the prindpad and interest thereof or are
surrendered for trandfer or exchange pursuant to the provisons hereof or are refunded through an
Advance shdl, upon payment or issuance of new Commercd Paper Notes, be cancdled by the
Issuing and Paying Agent and forthwith tranamitted to the Board, and thereafter the Board shdl have
cudody of such cancdled Commercid Pgper Notes.

Section 213, Hscd and Other Agents. In furtherance of the purposes of this Ffth
Supplement, the Board may from time to time gppoint and provide for the payment of such additiona
fiscd, paying, or other agents or trustees as it may deem necessary or gppropriate in connection with
the Notes.

ARTICLE IlI
ISSUANCE AND SALE OF NOTES

Section 3.01. Issuance and Sde of Notes

(@ All Commercid Pgper Notes shdl be sold in the manner determined by the U.T. System
Represantative to be mogst economicaly advantageous to the Board.

(b) The terms of the Commercid Paper Notes shdl be established and they shdll be ddlivered
by the Issuing and Paying Agent in accordance with teephonic, computer, or written indructions of
any U.T. Sygem Represntdive and in the manner oedified bdow and in the Issuing and Paying
Agent Agreament. To the extent such indructions are nat written, they shdl be confirmed in writing
within 24 hours of the trangmisson or communication thereof Sald indructions shall speaify such
principd amounts, detes of issue, maturities, rates of discount or interest, or the formula or method
of calculating interest and the bag's upon which it is to be computed, purchese price, and other terms
and conditions which are hereby authorized and permitted to be fixed by awy U.T. Sygem

= 106 =



Represntaive & the time of sde of the Commercid Pgper Notes.  Such indructions shdl dso
contain providons represanting thet dl action on the part of the Board necessry for the vaid

issuance of the Commercid Paper Notes then to be issued, or the incurring of Advances under the
Promissory Note then to be incurred, has been taken, thet dl provisons of Texas and federd law

necessary for the vaid issuance of such Commerdd Pegper Notes with provison for origind issue

discount have been complied with, and that such Commerdd Peaper Notes will be vaid and
enforcegble specid obligations of the Board according to their terms, subject to the exerdse of
judicd discretion in accordance with generd prindples of equity and bankruptcy, insolvency,

reorganization, moratorium, and other Smilar laws affecting creditors rights heretofore or hereafter
enacted to the extent conditutiondly gpplicable. Such indructions shdl dso catify tha, as of the
date of such catificate

(i) the Board has been advised by Bond Counsd thet the projects to
be financed or refinanced by the Commercdd Peper Notes will
conditute Eligible Prgjects

(i1) the requirements of Section 5 of the Master Resolution have been
complied with and the Texas Higher Education Coordination Board
goprova of the Eligible Project, if required, has been obtained;

(i) the prindpd amount of Commerdd Peper Notes to be
Outdanding after the proposad issuance

(iv) tier the propossd issuance, the totd prindpa amount of
Outdanding Commercid Pgper Notes plus interest accrued or to
accrue thereon for the fallowing ningty (90) days shdl not exceed
avalable funds of the Board to be maintained pursuant to Section 4.02
plus the “Avalade Bank Loan Commitment” under the Saies B
Credit Agreamatt, if then in efect;

(v) if the Saies B Credit Agreameant is then in effect, no “Event of
Default” thereunder has ooccurred and is continuing;

(vi) the Board is in compliance with the covenants st forth in Artide
IV as of the date of such indructions, and

(vii) thet the sum of the interest payable on such Commerdd Peaper
Note issued and Outgtanding or in the process of issuance and any
discount established for such Commercid Paper Notes will not exceed
ayidd to the maurity date of such Commercid Paper Note in excess
of the Maximum Interest Rate in effect on the date of issuance of such
Commercid Peper Note.

(©) The Promissory Note shdl be ddivered to the Bank and thereafter Advances may be made
thereunder in accordance with the terms of the Saries B Credit Agreement.
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Section 3.02. Proceeds of Sale of Commercia Paoer Notes. The proceeds of the sle of any
Commercid Pgper Notes (net of dl expenses and cogts of sde and issuance) shal be goplied for any
or dl of the fallowing purposes as directed by a U.T. Sysem Represantative

(i) usd for the payment and redemption or purchese of Outsanding
Commercid Papar Notes, Paity Debt, or Prior Encumbered
Obligaions a or before maurity and the refunding of any Advances
(evidenced by the Promissory Note) under the Saries B Credit
Agreament; or

(i) usd for the purpose of finendng Project Cods of Hligible
Projects.

Section 3.03. Issuing and Paving Agent Agreement. A U.T. System Representetive is hereby
authorized to enter into an amendment to the Issuing and Paying Agent Agreamant rdaing to the
Saries A Notesto reflect the gopointment of Bankers Trust Company asthe Issuing and Paying Agent
as may be necessary and proper to carry out the purpose and intent of the Board in authorizing this
Hi Supplement, A U.T. Sysem Representdive is hereby authorized to enter into any supplementd
agreaments with the Issuing and Paying Agent or with any sucoessor Isuing and Paying Agent.

Section 3.04. Deder Agreement.  Goldmen, Sachs & Co. Inc. (the “Deda”) as the Deder
for the Saries A Notes is hereby gopointed as the Deder for the Notes and a U.T. Sysem
Representative is hereby authorized to enter into an amendment to the Deder Agresment rdating
to the Series A Notes to reflect the addition of the Notes to such agreement and is further authorized
and directed to gpprove, execute, and ddiver to the Deder any indrument evidencing such changes,
additions, or amendments to the Deder Agreement as may be necessary and proper to carry out the
purpose and intent of the Board in authorizing this Fifth Supplement. A U.T. Sysem Represantative
is hereby authorized to enter any supplementd agreaments with the Deder or with any successor
Deder.

ARTICLE IV
COVENANTS OF THE BOARD

Saction 4.01. Limitation on Issuance. Unless this Fifth Supplement is amended and modified
by the Board in accordance with the provisons of Section 5.01, the Board covenants thet there will
not be issued and Outdanding & any time more then $25,000,000 in prindpd amount of Commerad
Paper Notes, The Board, however, does resarve the right to increase said amount by an amendment
to this FHfth Supplement or to issue additiond Paity Dedt in excess of sad amount, without
limitation, by a Supplement duly adopted by the Board.

Saction 4.02. Provisons For Liauidity. The Board covenants to mantain avalable funds plus
the Avalable Bak Loan Commitmat in an amount equd to the totd prindpd amount of
Outstanding Commercid Paper Notes plus interest to accrue thereon a the rate of 15% per annum
for the fdlowing ningty (90) days
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Section 4.03. Avalable Funds.

(@) To the extent Notes cannot be issued to renew or refund Outstanding Notes and Advances
cannot be drawvn on the Promissory Notes, if any, the Board sheh provide funds or shah in good fath
endeavor to sdl a auffident prindpd amount of Parity Delt or other obligations of the Board in order
to have funds avaldble, together with other moneys avaldble therefor, to pay the Notes and the
interest thereon. or any renewdss thereof, as the same shdl become due, and other amounts due under
the Saries B Credit Agreamerntt.

(b) Notwithgtanding anything to the contrary contained herein, to the extent thet the Deder
canot sl Commercid Paper Notes to renew or refund Outstanding Notes on thar maturity, the
Board covenants to meke Advances under the Promissory Notes, if any, or to use lawfully available
funds to purchase Notes issued to renew and refund such maturing Notes and such payment, issuance,
and purchase are nat intended to condiitute an extinguishment of the obligation represented by such
meaturing Notes and the Board may issue Notes to renew and refund the Notes held by it when the
Desdler is again able to sell Notes. While such Notes are hdd by the Board they sheh beer interest a
the prevaling market rate for dternative taxabdle invesments of amilar maturity and credit rating.

Section 4.04. Ovinion of Bond Counsd. The Board shah cause the legd opinion of Bond
Counsd asto the vdidity of the Notes to be furnished to any Holder without cost and a copy of sad
opinion may be printed on each of the Commercid Paper Notes.  In addition. in connection with the
annuat Upddiig of the O&ring Memorandum (as provided in accordance with Section 6.08 hereof)
as required by the Deder Agreament, there shah be provided an annud updated opinion of Bond
Counsd, a the cog of the Board or the Dedler as agreed to in the Deder Agreamerntt.

ARTICLE V
AMENDMENTS

Section 5.01. Amendment of Supplement

(@ Amendments Without_Consent. This Fifth Supplement and the rights and obligations of
the Board and of the owners of the Outdanding Commercid Pgper Notes may be modified or
amended a any time without notice to or the consent of any owner of the Commercid Paper Notes
or any other Parity Delat, soldy for any one or more of the following purposes

() To add to the covenants and agreements of the Board contained
in this Fifth Supplement, other covenants and agreements thereefter
to be obsarved, or to surrender any right or power reserved to or
conferred upon the Board in this Fifth Supplement;

(i) To cure any ambiguity or incongstlency, or to cure or correct any
defective provisons contained in this Ffth Supplement, upon recaipt
by the Board of an opinion of Bond Counsd, thet the same is nesded
for such purpose, and will more dearly express the intent of this Fifth
Supplemett;
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(i) To supplemat the security for the Outdanding Commercid
Paper Notes issued hereunder, replace or provide additiond credit
fadlities or change the form of the Outdanding Commercid Peper
Notes, or make such other changes in the provisons hereof, induding
extending the Maximum Maurity Dae, as the Boad may deam
necessty or desrable and which dhdl nat, in the judgment of the
Board, materidly adversdy affect the interedts of the owners of the
Outdanding Commercid Paper Notes,

(iv) To meke any changes or amendments requested by any bond
raing agency then raing or requeded to rae Commercid Peaper
Notes, as acondition to the issuance or mantenance of a raing, which
changes or amendments do nat, in the judgment of the Board,
maeidly advesdy dfet the intereds of the ownas of the
Outdanding Commercid Peper Notes or

(v) To increase the amount of Commercid Paper Notes which may
be Outstanding pursuant to Section 4.01.

(t) Amendments With Consent. Subject to the other provisons of this Ffth Supplement, the
ownas of Outdanding Commercid Pgper Notes aggregeting a leest 51 percent in Outdtanding
Prindpd Amount shdl have the right from time to time to goprove any amendment, other then
amendments described in Subsection (@) of this Section, to this Fifth Supplement which may be
deamed necessary O desrable by the Board, provided, however, thet nothing herein contained shall
permit or be condrued to permit, without the goprovad of the owners of dl of the Outdanding
Commerda Paper Notes, the amendment of the terms and conditions in this Ffth Supplement or in
the Commercid Paper Notes S0 asto:

(1) Make any change in the maurity of the Outdanding Commercid
Paper Notes,

(i) Reduce the rate of interest borne by Outdanding Commercid Paper Notes,

(i) Reduce the amount of the principa payadle on Outdanding
Commercid Peper Notes,

(iv) Maodify the teems of payment of principd of or interest on the
Outganding Commercid Paper Notes, or impose any conditions with
respect to such payment;

(v) Affect the rights of the owners of less than dl Commerdd Peper
Notes then Outstanding; or
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(vi) Change the minimum percentege of the Outdanding Princpd
Amount of Commercid Pegper Notes necessary for consent to such
amendment.

{c) Notice. Ifat any time the Board shdll desire to amend this Fifth Supplement pursuant to
Subsection (b), the Board shall cause natice of the proposed amendment to be published in afinancial
newspaper or journd of generd dirculaion in The City of New York, New York, once during each
cdendar wesk for a least two successive caendar weeks.  Such notice shl briefly st forth the
nature of the proposed amendment and shdl date thet a copy thereof is on file & the prinaipd office
of the Issuing and Paying Agent for ingoection by dl owners of Commerdd Paper Notes issued
hereunder, Such publication is not required, however, if the Board gives or causes to be given such
notice in writing to each owner of Commercia Paper Notes. A copy of such Notice shdl be provided
in writing to (i) the Bank a the address shown in the Saries B Credit Agreement as the address to
which natices to the Bank are to be sant and (ji) to each nationd raling agency mantaining a raing
on the Commercid Paper Notes.

(d) Receiot of Congents Whenever a any time not less then thirty (30) days, and within one
year, from the date of the fird publication of sad natice or other service of written notice of the
proposed amendment the Board shdl recaive an indrument or indruments executed by dl of the
owners or the owners of a leest 51 percat in Outdanding Prindpd Amount of the Commerdid
Paper Notes, as gppropriate, which indrument or indruments shdl refer to the proposed amendment
destribed in sad notice and which spedificaly consent to and gpprove such amendment in
subgantidly the form of the copy thereof on file as aforesad, the Board may adopt the amendatory
reolution in subgtantidly the same form.

(e) Effect of Amendments. Upon the adoption by the Board of any resolution to amend this
FHfth Supplement pursuant to the provisons of this Section, this Ffth Supplement shdl be deamed
to be amended in accordance with the amendatory resolution, and the respective rights, duties, and
obligations of the Board and dl the owners of then Outdanding Commercid Pgper Notes and dl
future Commercid Paper Notes sl thereefter be determined, exercised, and enforced under the
Mader Resolution and this Fifth Supplement, as amended.

(f) Consntt Irrevocable, Any consant given by any owner of Commercid Peaper Notes
pursuant to the provisons of this Section shall be irrevocable for a period of 9x months from the dete
of the Ffth Supplement publication or other service of the natice provided for in this Section, and
shall be condudve and binding upon dl future owners of the same Commerad Pgper Noates during
such period. Such consent may be revoked a any time tier 9x months From the dete of the firg
publication of such natice by the owner who gave such consant, or by a successor in title, by filing
natice thereof with the Issuing and Paying Agent and the Board, but such revocation shdl not be
effective if the owners of & least 51 percent in Outdanding Prindipd Amount of Commerdid Peper
Notes prior to the atempted revocation consented to and gpproved the amendment.

(0) Gavnatfshippurpose of this Section, the ownership and other matters rdaing to
dl Commerdd Pgper Notes regidered as to ownership shdl be determined from the regidration
books kept by the Issuing and Paying Agent therefor. The fact of the owning of Commerdid Paper
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Notes issued hereunder not regisered as to ownership by any Holder and the amount and the
numbers of such Commerda Paper Notes and the date of the holding of the same may be proved by
the affidavit of the person daiming to be such Holder if such affidavit shdl be deemed by the Isuing
and Paying Agent to be satisfactory, or by a catificate executed by any trust company, bank, banker
or any other depostory, wherever Stuated, if such certificate shah be desmed by Issuing and Paying
Agent to be stisactory, showing thet a that date therein mentioned such person had on deposit with
such trust company, bank, banker or other depository the Commercid Paper Notes described. in such
catificate The Issuing and Paying Agent may condusvey assume that such ownership continues
until written natice to the contrary is served upon the Issuing and Paying Agert.

(h) Consent of Bank. For S0 long as the Bank is not in default under the Series B Crediit
Agreament, no amendmeant to this Fifth Supplement shdl become effective without the prior written
consant of the Bank, which consent shag not be unreasonabdly withheld.

ARTICLE V1
MISCELLANEOUS

Section 6.01. Fifth Supplement to Condtitute a Contract: Equal Security. In condderation
of the acogptance of the Notes by those who shdl hold the same from time to time, this Fifth
Supplement shall be deemed to be and shah conditute a contract between the Board and the Holders
from time to time of the Notes and the pledge made in this Fifth Supplement by the Board and the
covenants and agreements st forth in this Ffth Supplement to be performed by the Board shah be
for the equa and proportionate benefit, sacurity, and protection of dl Holders of the Notes, without
preference, priority, or didinction as to security or otherwise of any of the Notes over any of the
others by reason of time of issuance, sale, or maturity thereof or otherwise for any cause whetsoever,
exoept as expredy provided in or pemitted by this Fifth Supplement or, with regpect to the
Promissory Note, the Series B Credit Agreement.

Saction 6.02. Individuds Not Liadle All covenants, sipulations, obligations, and agreements
of the Boad contained in this Fifth Supplement shal be deemed to be covenants dipulations,
obligations, and agreaments of The Universty of Texas System and the Board to the full extent
authorized or permitted by the Condtitution and laws of the Siate of Texas: No covenant, ipulaion,
obligation, or agreement herein contained sheh be deemed to be a covenant, dipulation, obligetion,
or agreament of any member of the Board or agent or employee of the Boad in his individud
cgpecity and nather the members of the Board nor any officer thereof shdl be liable persondly on
the Notes or be subject to any persond ligbility or accountability by reason of the issuance thereof

Section 6.03. Additiond Adtions

(@ The Chairman of the Board, the Vice Chairman of the Board, the Executive Secretary to
the Board, the U.T. Sydem Represantatives, and the other officers, employees and agents of the
Board are heréby authorized and directed, jointly and severdly, to do any and dl things and to
execute and ddiver any and dl documents which they may deem necessary or advisgble in order to
consummete the issuance, sde, and ddivery of the Notes and othewise to effectuate the purposes
of this Fifth Supplement, the Saries B Credit Agreament, the Dedler Agreement, and the Issuing and
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Paying Agent Agreement. In addition, the Chairman of the Board, Vice Charman of the Boad
Chancdlor, Executive Vice Chancdlor for Busness Affairs, and the Assgant Vice Chancdlor for
Hice, and Bond Counsd are hereby authorized to goprove, subsequent to the date of this adoption
of this Fifth Supplement, any amendments to the above named documents and any technicd
amendments to this Ffth Supplement as may be required by Fitch, Moody’s, or Standard & Poor’'s
as a condition to the granting or maintenance of a rating on the Commerdd Paper Notes acceptable
toaU.T. System Representetive, or as may be required by the Attorney Generd’ s office in connection
with the goprova of this Fifth Supplement.

(b) A U.T. Sydem Representative shdl promptly give written notice to FHtch, Moody’s, and
Sandard & Poor's, as gppropriate, of any changes or amendments to this Ffth Supplement, the
Sgies B Credit Agreameantt (induding the expiraion or termination of the Saies B Credit
Agreament), or any other operaive document used in connection with the issuance from time to time
of the Notes.

Section 6.04. Seveaddilitv of Invdid Providons If ay one or more of the covenants
agreements, or provisons herein contained shdl be held contrary to any express provisons of law or
contrary to the palicy of express law, though not expresdy prohibited, or agang public palicy, or
dhdl for any reason whetsoever be hed invdid, then such covenants, agreaments, or provisons shdl
be null and void and shdl be deemed sgparable from the remaning covenants, agresments, or
provisons and shdl in no way affect the vdidity of any of the other provisons hereof or of the Notes
issued hereunder.

Section 6.05. Payment and Parformance on Busness Days. Whenever under the terms of
this Hi Supplement or the. Notes, the performance date of any provison hereof or thereof, induding
the payment of principa of or interest on the Notes, shdl occur on aday other than a Busness Day,
then the performance thereof, induding the payment of principa of and interest on the Notes, ned
not be made on such day but may be performed or paid, as the case may be, on the next succesding
Busgness Day with the same force and effect as if made on the date of performance or payment is
scheduled.

Section 6.06. Limitation of Benefits With Respect to the Fifth Suodement. With the
exception of the rights or bendfits herein expresdy conferred, nothing expressed or contained herain
o implied from the provisons of this Fifth Supplement or the Nates is intended or should be
condrued to confer upon or give to any person other than the Board, the Holders, the Issuing and
Paying Agant, the Bank, and the Deder any legd or equitable right, remedy, or daim under or by
reeson of or in regpect to this FHfth Supplement or any covenant, condition, stipulaion, promise,
agreemeant, or provison herein contained.  This Hih Supplement and all of the covenants, conditions,
stipulations, promises, agreements, and provisons hereof are intended to be and shall be for and inure
to the sole and exdusive bendfit of the Board, the Holders, the Isuing and Paying Agent, the Bank,
and the Deder as haen and in the Issuing and Paying Agent Agreemant, the Saies B Credit
Agreement, and the Deder Agreament provided.

Section 6.07. Approvai of Attomev Generd. No Notes herein authorized to be issued shdl
be s0ld or ddivered by aU.T. Sysem Representative until the Attorney Generd of the State of Texas
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shdl have gpproved this Hih Supplement, and other agreaments and proceedings as may be required
in connection therewith, dl as is required by the Acts

Section 6.08.  Approval of Offering Memorandum. A U.T. Sysem Representative is hereby
authorized to gpprove the form of Offering Memorandum, to be used by the Deder in the offering
of the Commercid Paper Notes, and the use thereof by the Deder in connection therewith and to
cooperate with the Deder in periodicdly updating and gpproving the Offering Memorandum.

Section 6.09. Natice to Rating Agencies. Notice sheg be given to each nationd rating agency
which mantains a rating on the Commercid Pgper Notes of the execution and ddivery of the Saries
B Credit Agreement and any amendment, subdtitution, or termination of such agreement and of any
amendment or subdiitution of the Deder Agreement or the Isuing and Paying Agent Agreament.

Section 6.10. Public Notice. It is hereby found and determined thet eech of the officers and
members of the Board was duly and suffidently natified offiddly and persondly, in advance, of the
time, place, and purpose of the Meeting a which this Ffth Supplement was adopted, and that this
Hih Supplement would be introduced and consdered for adoption a said medting; that sad medting
was open to the public, and public natice of the time, place, and purpose of said megting was given.
al asrequired by Chapter 55 1, Texas Government Code

PASSED AND ADOPTED, this

ATTEST:

Executive Secretary Chairman

(SEAL)

Exhibit A - Defintions
Bxhibt B - Form of Commercid Pgper Notes
BExhibit C « Form of Magter Note
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EXHIBIT A
DEFINITIONS

As usad in this Ffth Supplement, the terms bdow defined shdl be condrued, are used and
are intended to have the falowing meanings, unless the text hereof gpedificdly indicates atherwise

“Acds’ means cdllectivdy, Artide 717q, Vanon's Texas Civil Satutes as amended, and
Chapter 55, Texas Education Code, as amended.

“Advances’ means Advances or loans under the Promissory Note to refund Commercid Peaper
Notes pursuant to the Series B Credit Agreement.

“Bank” means any lender which becomes a party to the Saries B Credit Agreement, or any
other finendd inditution executing a Credit Agreament.

“Board of Regents’, “Board’, or “Issuer” means the Board of Regents of The Univeraty of
Texas Sygem, or any successor thereto.

“Budness Day” means any day (a) when banks are open for busness in Audtin, Texas, ad
(b) when banks are not authorized to be cdlosed in New York, New York.

“Code’ means the Internd Revenue Code of 1986, as amended.

“Commedd Pegper Note' means a Note issued pursuant to the providons of this Fifth
Supplement, having the terms and characterigtics spedified in Section 2.02 and in the form described
in Exhibit B to this Fifth Supplement.

“Cods’ means all codts and expenses defined as “project cogts’ under the Acts incurred in
relaion to Eligible Prgjects and permitted by law to be paid with the procesds of the Commercid
Paper Notes induding without limitation design, planning, enginering, and legd cods acquigtion
codts of land, interests in land, right of way, and essaments; condruction cods, cods of mechinery,
equipment, and other cgpitd assets inddent and rdated to the operation, mantenance, and
adminigration of the Eligible Projects and finandng codts, induding interest during condruction and
theresfter, underwriter's discount, and/or legd, finendd, and other professond sarvices fees and
expensss, and shdl indude reimbursement for Codts attributeble to Eligible Projects incurred prior
to the issuance of any Commercid Pgper Notes.

“Deder” means the Deder as defined in Section 3.04

“DTC’ means The Depogtory Trus Company or ay ubditute securities depogtory
gppointed pursuant to this Fifth Supplement, or any nominee of dther.

“DTC Paticipant” means a member of, or the partidpant in, DTC that will act on behdf of
aHolder.
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“Hligible Project” means the acquigtion, purchase, condruction, improvement, enlargemert,
andlor equipping of any property, buildings, dructures, activities, sarvices, operaions, or cother
fadlities, or any ather project, program or improvement authorized by the lawvs of the State of Texas
for and on behdf of the FAnandng Sysem or any Member theredf.

“Fifth Supplement” means this Fifth Supplementd Resolution to the Master Resol ut i on.

“Hscd Yer” means the 12-month operationd period of The Univergty of Texas Sysdem
commending on September 1 of each year and ending on the fallowing August 3 1.

“Htch” means Ftch Investors Sarvice or, if such corporaion is dissolved or liquidated or
otherwise ceases to paform securities ratings services, such other nationdlly recognized securities
rating agency as may be desgnated in writing by the Board.

“Holde” or “Noteholder” means the Regigered Owner or any person, firm, assoadion, or
corporation who is in possesson of any Commercid Paper Note issued to bearer or in blank.

“Issuing and Paying Agat” and “Regidra” means with respect to the Commerdd Paper
Notes the agent gppointed pursuant to Section 2.05, or any successor to such agent.

“Magter Resolution” means the Madter Resolution establishing the Financing Systlem adopted

by the Board on April 12, 1990, and amended and restated on February 14, 1991, and further
amended on October 8. 1993.

“Maximum Interest Rate’ means the greater of the maximum net effective interes rate
permitted by law to be paid on obligations issued or incurred by the Board in the exerdse of its
borrowing powers (prescribed by Artide 717k-2, Vernon's Texas Civil Statutes, as amended).

“Maximum Maturity Date’ means April 1.2020

“Moody’s’ means Moody's Investors Savice, Inc. or, if such corporation is dissolved or
liquidated or otherwise ceases to perform securities rating services, such other nationdly recognized
securities rating agency as may be desgnated in writing by the Board.

“Note’ or “Notes’ means the evidences of indebtedness authorized to be issued and a any
time outdanding pursuant to this Fifth Supplement and dhdl indude Commerdd Pegper Notes
(induding the Magter Note as defined in Section 2.05) or Promissory Notes as gppropriate.

“Note Dae’ shdl have the meaning given in Section 2.10

“Note Payment Fund” meens thet fund crested pursuant to Section 2.11

“Paying Agent” see Issuing and Paying Agant.
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“Promissory Note' sheh mean the promissory note issued pursuant to the provisons of this
Hih Supplement and the Saries B Crediit Agreement in evidence of Advances made by the Bank to
refund any Commercid Pgper Note, or the interest thereon, having the terms and characteridics
contained in the Saies B Credit Agreement and issued in accordance therewith, induding any
renewas or modifications thereof

“Regidered Owne” means the person or entity in whose name any Note is regidered in the
Regidration Books

“Regidration Books’ means the books or records reaing to the regidration, payment, and
trander or exchange of the Prgject Notes maintained by the Issuing and Paying Agent pursuant to
Section 2.10.

“Series B Credit Agreement” means a Credit Agreement entered into with respect to
Commercid Pgper Notes as authorized by Section 2.08 of this Ffth Supplement.

“Standard & Pooh” means Standard & Poor’ s Corporation o, if such corporation is dissolved
or liquidated or othewise ceases to paform securities rating services, such other nationdly
recognized securities rating agency as may be desgnated in writing by the Board.

“U.T. Sydem Represantaive’ means one or more of the following officers or employess of
The Univeraty of Texas System, to-wit: the Chancdlor, the Executive Vice Chancdlor for Busness
Affairs, the Assgtant Vice Chancdlor for Finance, and the Director of Finance, or such other officer
or employee of The Univergty of Texas Sysem authorized by the Board to act as a U.T. Sysem
Representaive.
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EXHIBIT B
FORM OF COMMERCIAL PAPER NOTES

United Sates of America
Sae of Texas
BOARD OF REGENTS OF THE UNIVERSTY OF TEXAS SYSTEM
REVENUE FINANCING SYSTEM
TAXABLE COMMERCIAL PAPER NOTE. SERIES B

Note Interest Note
Number Rate* Dae $
on (the “Maturity Da€e’) for vaue recaved, THE BOARD OF REGENTS

OF THE UNIVERSTY OF TEXAS SYSTEM (the “Boad’)

Promises To Pay To The Order of
The Pindpd Sum Of
Payadle At
(the “Issuing and Paying Agent”).

on the Maurity Date, specified above, and to pay interes, if any, on sad principal amount, specified
above, on said Maturity Date, from the above specified Note Date to said Maurity Date a the per
annum Interest Rate gpecified above (computed on the beas of actud days dgposed and a 360-day
year, unless otherwise st forth in an exhibit attached to this Note) soldly from the sources heranafter
identified and as hereinafter dated; both princpa and interest on this Commercd Paper Note being
payeble in immediatdy available lavful money of the United Siates of America & the principa office

of the Issuing and Paying Agent, specified aoove, or its sucocessor. No interest will accrue on the
prindpal amount hereof after said Maturity Date

This Commerdid Paper Note is one of an issue of commerdd paper notes (the “Commercid
Paper Notes’) which, together with the beow referenced Promissory Note (such Promissory Note
and the Commercial Paper Notes baing hereinafter collectively referred to as the “Notes’), has been
duly authorized and issued in accordance with the provisons of a meder resolution (the “Master
Reolution”) and a fifth supplementd resdlution thereto (the “Supplemental Resolution,”  the
provisons of the Mader Resolution are incorporated by reference in the Supplementd Resolution
and the Mager Resolution and the Supplementd Resolution shdl hereindter be refared to
collectivdy as the “Supplementd Resolution”) passed by the Boad, an agency and politicd
subdivison of the State of Texas, for the purpose of finencng Cods of Eligible Prgjects (each as
defined in the Supplementa Resolution) and to refinance, renew, and refund the Notes, other Parity
Delt, and Prior Encumbered Obligations al in accordance and in grict conformity with the
provisons of the Conditution and lavs of the State of Texas induding but not limited to,
Artide 717q, Venon's Texas Civil Statutes, as amended, and Chapter 55, Texas Educaion Code,
as amended. Capitdized terms used herein and not otherwise defined shdl have the meaning given
in the Supplemental Resolution.
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This Commercid Paper Note, together with the other Notes and other Parity Delt, is payable
from and equaly secured by the Pledged Revenues, provided, however, that the lien on and pledge
of the Pledged Revenues is junior and subordinate to the lien and pledge sscuring the payment of the
Prior Encumbered Obligations, dl as further defined and described in the Supplemental Resolution.
The Notes do not conditute a legd or equitable pledge, charge, lien, or encumbrance upon any
property of the Board, except with respect to the Pledged Revenues as described in the Supplementa
Resolution, and the Holder hereof shdll never have the right to demand payment of this obligation
from any sources or propeties of the Board except as described in the Supplementa Resolution.
THE NOTES DO NOT CONSTITUTE OR CREATE A DEBT OR LIABILITY OF THE STATE
OF TEXAS, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING AUTHORITY OF
THE STATE OF TEXAS IS IN ANY MANNER PLEDGED, GIVEN, OR LOANED TO THE
PAYMENT- OF THE NOTES

Reference is hereby made to the Supplementad Resolution, copies of which may be obtained
upon request to the Board, and by acceptance of this Commercid Pgper Note the Holder hereof
hereby assnts to dl of the terms and provisons of the Supplementd Resolution, induding, but not
limited to, provisons rdating to defimitions of terms; the destription of and the nature of the security
for the Notes and the Pledged Revenues; the conditions upon which the Supplementa Resolution may
be amended or supplemented with or without the consent of the Holders of the Notes; and the right
to isue obligations payable from and secured by the Pledged Revenues

It is hereby certified and recited that dl acts, conditions, and things reguired by law and the
Supplementd Resolution to exig, to have happened, and to have been performed precedent to and
in the issuance of this Commercid Paper Note, do exis, have happened, and have been performed
in regua and in due time form, and manner as required by lav and thet the issuance of this
Commercid Paper Note, together with al other Notes, is not in excess of the prindpa amount of
Notes permitted to be issued under the Supplementd Resolution.

This Commerdd Paper Note has dl the qudities and incidents of a negotiable indrument
under the laws of the State of Texas

This Commercid Paper Note may be registered to bearer or to arty designated payee. Title
to any Commercial Paper Note registered to bearer shal pass by delivery. If not registered to beerer,
this Commerdid Pgper Note may be trandered only on the books of the Board maintained at the
designated office of the Issling and Paying Agent. Upon surrender hereof & the designated office
of the Isuing and Paying Agent, this Commerda Pgper Note may be exchanged for a like aggregate
principa amount of fully regigered (which regidration may be to bearer) Commerdd Pgper Notes
of authorized denominations of like interes rate and maturity, but only in the manner, and subject to
the limitations, and upon payment of the charges provided in the Supplementd Resolution and upon
surrender aid cancdlation of this Commercid Pgper Note.

This Commerdd Pgper Note shdl nat be entitled to any bendfit under the Supplementd
Resolution or be vdid or become obligatory for any purpose until this Commercid Pgper Note shdll
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have been authenticated by the execution by the Issuing and Paying Agent of the Cetificate of
Authentication  hereon.

IN WITNESS WHEREOF, the Board has authorized and caused this Commercid Paper Note
to be executed and attested on its behalf by the manud or facamile Sgnatures of the Chairman of the
Board and the Executive Secretary to the Board and its official sed impressed or a facamile thereof
to be printed hereon.

BOARD OF REGENTS OF THE UNIVERSTY
OF TEXAS SYSTEM

Charman
ATTEST:

Executive Secretary

(SEAL)

* Formula or dternate method of cdeulaing interest may be attached as an exhibit to this Note
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CERTIHCATE OF AUTHENTICATION

This Commercid Paper Note is one of the Commerdid Paper Notes ddivered pursuant to the
within mentioned Supplementd  Resolution.

& Issuing and Paying Agent

By.

Countersgneture
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Municipal Commercial Paper — TECP EXHIBIT C
AMNNIEX 3

(Page 1 of 2}

(Date of lssuance}

(“lssuer™), for value received. hereby
promises to pay to Cede & Co. as nominee of The Depository Trust Company. or to registered
assigns: (i) the principa.l amount. together with unpaid acerued interest thereon. if any, on the
maturity date of each obligation identified on the records of Issuer (the “Underlying Records’) as
being evidenced by this Master Note, which Underlying Records are maintained by
("Paving Agent”): (ii) interest on the
pnnclpal amount of each such obligation that is pa_vable in installments. if any. on the due date of
each installment. as specified on the Underlving Records: and (iii) the principal amount of each
such obligation that is pavable in installments. if any. on the due date of each installment, as

spwiﬁed on the Underiying Records. Interest shall be calculated at the rate and according to the

calculation convennon specified on the Underlving Records. Pavments shall be made solely from
the sources stated on the Underlving Records by wire transfer to the registered owner from
Paving Agent without thr necessity of presentation and surrender of this Master Note.

REFERENCE IS HEREBY MADE TO THE FURTHER PROVISIONS OF THIS
MASTER NOTE SET FORTH OS THE REVERSE HEREOF.

This Master Note is a valid and binding obligation of Issuer.
Not Valid Unless Countersigned for Authentication by Paving Agent.

Paving Agent) 1 Ivtuer!

By By

VAuthurzed Conntenignature : LAuthunzed DiEnainre
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Muncpal Commercu Paper — TECP

AMNNEX 2
(Page2of D

{Reverse Side of Note)

At the request of the registered owner. Issuer shdl promptly issue and deliver one or more
separate Note certificates evidencing each obligation evidenced by this Master Note. As of the
date any such note certificate or certificates are issued. the obligations which are evidenced
thereby shall no longer be evidenced by this Master Note.

FOR VALUE RECEIVED, the underdgned hereby sdls. assgns, and trandfers unto

{Namae, Address. and Tazpaver idenciiicanon Number of Asngnee!
the Master Note and all rights thereunder, hereby irrevocably condituting and appointing

attorney to transfer said Master Note on the books
of Issuer with full power of substitution in the premises.

Dated:

ign ) ; Sigrarurer
Signaturets) Guaranteed NOTICE: The signature on this assignment must

the name as wnitten upon the face of thus
Master Note. in every parhcular. wathout alteranon or
enlargemnent or anv change whatsoever.

Unless this certificate is presented by an authorized representative of The Depositony Trust
Connpamy, o New YOrk comoranon ("DTC"). to Issuer or its agent for registration of transfer.
exchunge. or pavment, and any certficate issued is registered in the name of Cede & Co. or in
such other name as is requested by an authorized representative of DTC (and anv payment is
made- to Cede & Co or to such other entity as is requested by un authorized representanve Of
DT ANY TRANSFER. PLEDGE. OR OTHER USE HEREOF FOR vALUE OR
OTHERWISE BY OH TO ANY PERSON IS WRONGFUL inasmuch us the remstered owner
hereof, Coede & CO.. has an interest herein
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6.

U. T. Austin: Authorization to Purchase 253.28 Acres

of Land Adjacent to McDonald Cbservatory in Jeff Davis
County, Texas, from Frost National Bank, San Antoni o,
Texas; Subm ssion of the Purchase to the Coordinating
Board; and Approval for Executive Vice Chancellor for
Busi ness Affairs to Execute All Docunents Rel ated
Thereto. --The Board, upon reconmendati on of the Business
Affairs and Audit Commttee:

a. Aut hori zed The University of Texas at
Austin to purchase with private gift funds
253. 28 acres of undevel oped | and | ocat ed
adj acent to the McDonal d Observatory at
Mount Locke in Jeff Davis County, Texas,
from Frost National Bank, San Antoni o,
Texas, for $165, 000

b. Aut hori zed subm ssion of the purchase to
t he Texas Hi gher Education Coordi nating
Board for approval

C. Aut hori zed the Executive Vice Chancel |l or
for Business Affairs or his delegate to
execute all docunents, instrunents, and
ot her agreenents and take all further
actions deened necessary, advisable,
or proper to carry out the purpose and
intent of this purchase.

This land will be used initially for expansion of the
Visitor's Center and to protect the MDonal d Cbservatory
agai nst unwant ed future devel opnent on its western bound-
ary which could have an adverse effect on the research
conducted at that facility. Later uses of the land wll

i ncl ude housing for Cbservatory personnel and support
facilities.

U T. Austin and U. T. E Paso: Approval to Sell Approx-
imately 1,569.97 Acres of Land Located in Guadal upe
County, Texas, fromthe Estate of Jane Wi nert Bl unbergqg,
and Aut horization for the Executive Vice Chancellor

for Business Affairs to Execute Al Docunents Rel ated
Thereto. -- Approval was given for The University of Texas
System Real Estate O fice, on behalf of The University of
Texas at Austin and The University of Texas at El Paso,
to sell approximately 1,569.97 acres of |and in Guadal upe
County, Texas, fromthe Estate of Jane Weinert Bl unberg,
which will be marketed through a conpetitive offer pro-
cess and sold for the best offer at or above the
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apprai sed val ue of $785,000. The property consists of
four contiguous tracts of |and | ocated about 15 mles
south of the City of Seguin along the east side of State
H ghway 123 in southern Guadal upe County, Texas.

Further, the Executive Vice Chancellor for Business
Affairs or his delegate was authorized to execute al
docunents, instrunents, and other agreenents and take
all further actions deened necessary, advisable, or
proper to carry out the purpose and intent of the sale.

The U. T. Board of Regents accepted this property from
the Estate of Jane Weinert Blunberg, deceased, to estab-
lish the Jane Weinert Blunberg Chair in English at U T.
Austin and the Jane Weinert Bl unberg Endownent Fund at

U T. El Paso. U T. Austin received an undivi ded

66 2/3 percent interest in the property and U T. El Paso
recei ved an undivided 33 1/3 percent interest.

U. T. Pan Anerican: Authorization to Purchase Lanar

El ementary School Located at 1210 West Schuni or Street,
Edi nburg, Hidalgo County, Texas, fromthe Edi nburg

| ndependent School District; Subm ssion of the Purchase
to the Coordinating Board; and Authorization for the
Executive Vice Chancellor for Business Affairs to Execute
All Docunents Rel ated Thereto.--Upon recommendati on of

t he Business Affairs and Audit Conmttee, the Board:

a. Aut hori zed The University of Texas - Pan
Anerican to purchase the Lamar El enentary
School |ocated at 1210 West Schuni or
Street, Edinburg, Hi dalgo County, Texas,
fromthe Edinburg | ndependent School Dis-
trict for $450, 000

b. Approved subm ssion of the purchase to the
Texas Hi gher Education Coordi nating Board

C. Aut hori zed the Executive Vice Chancel |l or
for Business Affairs or his delegate to
execute all docunents required to conplete
the transacti on.

Funding for the purchase from General Fee Bal ances is
included in the FY 1996-2001 Capital |nprovenent Program
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The Lamar El enentary School, which is adjacent to the
nort hwest quadrant of the U T. Pan Anmerican canpus, is
the first priority site for the expansion of this insti-
tution. The site includes 12.5 acres of |and, a single-
story elementary school building which was built in 1956,
a gymnasi um and associated facilities such as play-
grounds and parking | ots.

Under the terns of the purchase contract, the school
district will have until January 13, 1999, to vacate the
prem ses and deliver possession to U T. Pan Anerican at
which time the closing wll take place. It is antici-
pated that U T. Pan Anerican may | ease and use a portion
of the facility prior to closing.

U T. Pan Anerican will conduct an assessnment of the
property as required by The University of Texas System
Environnental Review Policy for Acquisitions of Rea
Estate during the feasibility period which is provided
in the contract to purchase the property.

U T. System Annual Report on the Historically Under-
utilized Business (HUB) Program for Fiscal Year 1996.--
Commttee Chairman Smley called on M. Lew s Wi ght,
Associ ate Vice Chancellor for Business Affairs, to pre-
sent the annual report on The University of Texas System
Hi storically Underutilized Business (HUB) Program for

Fi scal Year 1996.

Wth the aid of slides, M. Wight presented a conprehen-
sive report on the U T. SystemHi storically Underuti -

i zed Business program highlighting the experience in

Fi scal Year 1996. He distributed to the nmenbers of the
Board a report entitled "The University of Texas System
Historically Underutilized Business (HUB) Program Revi ew'
dat ed Novenber 14, 1996, a copy of which is on file in
the Ofice of the Board of Regents.

Following M. Wight's presentation, Conmttee Chairman
Sm | ey expressed appreciation to Chancell or Cunni ngham
M. Wight, and the chief admnistrative officers for
their continued commtnent in making this programa ngajor
priority. She noted that the report had been conpil ed

in a format that was very useful and informative and
indicates that the U T. Systemresults conpare favorably
with those of other state agencies and departnents.
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http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/11-96HUB.pdf
http://www.utsystem.edu/sites/utsfiles/offices/board-of-regents/board-meetings/board-minutes/attachments/11-96HUB.pdf

In response to Regent Hol nmes' inquiry as to what is
causing the tapering off of African-Anmerican participa-
tion in the HUB program M. Wight responded that if

Bl ack Anmerican vendors are responding to requests for
proposals, it is unknown whet her those responses are
conpetitive and it would be necessary to conduct a sepa-
rate study to analyze that situation. Regent Hol nes was
assured that such an anal ysis would occur.
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REPORT AND RECOMVENDATI ONS OF THE ACADEM C AFFAI RS COW TTEE
(Pages 128 - 145).--Conmm ttee Chairman Lebermann reported that
the Academ c Affairs Conmttee 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 Academ c Affairs Conmttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Anendnents to Chapter 111, Section 6, Subsec-
tions 6.2 and 6.3 (Tenure, Pronotion, and Term nation
of Enploynent).--Commttee Chairnman Lebernmann called on
Chancel | or Cunni ngham to provi de background information
on the proposed anendnents to the Regents' Rules and
Regul ations, Part One, Chapter Ill, Section 6 related to
tenure, pronotion, and term nation of enploynent within
The University of Texas System

Chancel | or Cunni ngham reported that the proposed anmend-
ments to Subsection 6.3 related to tenure, pronotion,

and term nation of enploynent deal specifically with

t he manner of selection of peer faculty nenbers for a
special hearing tribunal to hear charges against a ten-
ured faculty menber or certain tenure-track faculty
menbers being considered for term nation by the conpo-
nent institution and codify the procedure to be foll owed
prior to a determ nation that good cause exists for
termnation. He noted that the changes refine current
policies, are in no way a finding that the current provi-
sions of the Regents' Rules and Regul ati ons are unl awf ul
or unfair, and are, in part, a response to a June 1995
resolution fromthe U T. System Faculty Advi sory Counci
concerning tribunal selection and a Novenber 1995 resol u-
tion recommendi ng changes to the term nation procedures.
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Noti ng there had been nmuch debate about the proposal,
Dr. Cunni ngham recommended that the itemas set forth
in the Material Supporting the Agenda be anended to
reflect the addition of the foll ow ng sentence at the
end of Subdivision 6.33 of Subsection 6. 3:

A m ni mum of one nmenber of a hearing

tribunal appointed by a chief adm n-

istrative officer is to be from anong
panel nenbers selected by the faculty
i nput, existent faculty commttee or

faculty governance procedure.

Dr. Cunni ngham t hen recogni zed Dr. Alan dine, David
Bruton, Jr. Professor of Conputer Sciences at The Uni ver-
sity of Texas at Austin and Chair of The University of
Texas System Faculty Advisory Council, who had requested
perm ssion to speak to the Board on the issue of panel
sel ection.

Dr. dine reported that he would specifically address

t he proposed anendnents to Subdivision 6.33 which pro-
vide guidelines for the selection of a panel of potenti al
hearing tribunal menbers and directed the attention of
the nmenbers of the Board to a docunent entitled "Four
Policies for Tribunal Selection,”™ which is set forth on
Page 130.
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Four Policies for Tribunal Selection

Current Regents’ Rules:

A specid hearing tribuna whose membership shdl be appointed by the chief adminis-
trative officer from members of the faculty whose academic rank is a leasst equa to
that of the accused faculty member.

Proposal by System Administration:

. .a ecid hearing tribunad of at least three persons whose academic rank is a least
equa to that of the accused faculty member. At least 50% of the pand members from
which the hearing tribuna members are appointed shall be sdected by a procedure es-
tablished by the faculty governance organization, sdected by an exiging faculty com-
mittee with overgght for universty-wide faculty committee sdection, or sdected
through an approved process designed to provide appropriate faculty input into the
sdection. The remaning members of the pand shdl be gopointed by the chief adminis-
trative officer.

Proposal by System Faculty Advisory Council:

. ..a specid hearing tribund of a least three persons whose academic rank is a least
equa to that of the accused faculty member. The hearing tribund members are ap-
pointed by the chief adminidrative officer from a standing pand (pool) of members of
the faculty. The pand members from which the tribund members are sdected shdl be
selected by a procedure that assures that each panel member has the approval of both
the chief adminigrative officer and the faculty governance organization, or, dbsent a
feculty governance organization, an exiging faculty committee with oversght for uni-
veargty-wide faculty committee sdlection

Policy of UT Austin:

The pand shdl condst of 5 faculty members dravn a random from those faculty
members in the pool whose academic rank is a least equa to that of the aggrieved fac-
ulty member... The pool shdl be condituted in the following manner:

1. Each member of the Faculty Senate shdl agppoint a hearing officer to serve for the
period of the Senator’'s term

2. the Presdent may appoint 10 additional hearing officers each year to serve two-year
terms.
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Dr. dine stated that the U T. System Adm nistration
proposal related to panel selection should be changed
and urged the Board to substitute the U. T. System Fac-
ulty Advisory Council proposal set out in the docunent
"Four Policies for Tribunal Selection.™

Dr. Cunni ngham poi nted out that the recomended | anguage
i n Subdivision 6.33 provides for faculty invol venent in

t he panel selection and insures that at |east one nenber
of any hearing tribunal wll be chosen fromthe panel
menbers sel ected by the procedures requiring at | east
50% of the panel to be selected (1) by a procedure estab-
| i shed by the faculty governance organi zation, (2) by an
existing faculty commttee with oversight for university-
wi de faculty conmttee selection, or (3) through an
approved process designed to provide appropriate faculty
input. The Faculty Advisory Council would prefer that
the hearing panel be conposed entirely of faculty agreed
to by the faculty and the chief adm nistrative officer.

Foll owi ng a detail ed discussion and upon recomendati on
of the Academi c Affairs and Health Affairs Commttees,
Regent Tenpl e noved that the Board adopt the proposed
anendnents to the Regents' Rules and Regul ations, Part
One, Chapter Il1l, Section 6, Subsections 6.2 and 6.3 to
i nclude the additional anmendnent to Subdivision 6.33 as
recommended by Chancel | or Cunni ngham Regent Evans
seconded the notion and the Board unani nously anended t he
Regents' Rul es and Reqgul ati ons, Part One, Chapter 111,
Section 6, Subsections 6.2 and 6.3 to read as set forth
bel ow:

Sec. 6. Tenure, Pronotion, and Term nati on of
Enpl oynent .

6.2 Tenure denotes a status of continuing appoint-
ment as a nenber of the faculty at a conponent
institution. Except for the title Regental
Prof essor, only nenbers of the faculty with
the academc titles of Professor, Associate
Prof essor, or Assistant Professor or, at U T.
Brownsville, with the additional technica
titles of Master Technical Instructor, Asso-
ciate Master Technical Instructor, or Assis-
tant Master Technical Instructor may be
granted tenure. Tenure may be granted at the
time of appointnent to any of such academc
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6.3

ranks, or tenure nmay be w thhel d pendi ng sat-
i sfactory conpletion of a probationary period
of faculty service; however, such tenure
status shall not be applicable to the faculty
of The University of Texas M D. Anderson
Cancer Center.

The University of Texas M D. Anderson Cancer
Center is authorized to award a seven-year
term appoi ntment which will denote a status of
continuing appointnment at that institution as
a nmenber of the faculty for a period of seven
years. Only nenbers of the faculty with aca-
demc titles of Professor, Associate Professor,
or Assistant Professor may be granted a seven-
year term appointnent. A seven-year term
appoi ntnent may be granted at the tine of
appoi ntnment to any of such academ c rank or
may be wi t hhel d pending satisfactory conple-
tion of a probationary period of faculty ser-
vi ce.

Term nation by an institution of the enpl oynent
of a faculty nmenber who has been granted tenure
and of all other faculty nenbers before the
expiration of the stated period of appointnent,
except as is otherwi se provided in

Subdi vi sion 6.26 and Subsections 6. (11)

and 6.(12) or by resignation or retirenent,

will be only for good cause shown. |In each

case the issue will be determ ned according

to the equitable procedures provided in this

Subsecti on.

6.31 The chief admnistrative officer shal
assure that all allegations against a
faculty nenber that involve the potenti al
for termnation are reviewed under the
direction of the chief academ c officer
unl ess another officer is designated by
the chief admnistrative officer. The
faculty nenber who is the subject of the
al l egations shall be given an opportunity
to be interviewed prior to a determ nation
by the chief academ c officer whether the
al l egations are supported by evidence that
constitutes good cause for term nation.
The chi ef academ c officer will reconmend
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6. 32

6. 33

to the chief admnistrative officer

whet her to proceed with charges for
termnation. A faculty nmenber under
review for matters that may result in
charges for termnation may file a

gri evance pursuant to a faculty grievance
procedure only if the subject of the
grievance is not involved in the review
A pendi ng grievance may proceed only if it
does not involve a subject under review
If the chief adm nistrative officer
determ nes that the allegations are
supported by evidence that constitutes
good cause for term nation, the chief
admnistrative officer will neet wth the
faculty nmenber, explain the allegations
and supporting evidence, and give the
faculty nenber a reasonabl e anpbunt of
time, as determ ned by the chief

adm nistrative officer, to respond either
orally or in witing. |In cases of

i nconpetency or gross immorality, where
the facts are admtted, or in the case of
a felony conviction, the hearing
procedures of Subdivision 6.33 shall not
apply and dism ssal by the chief

adm nistrative officer will follow

I n cases where other offenses are charged,
and in all cases where the facts are in

di spute, the accused faculty menber wl|
be informed in witing of the charges. |If
the chief admnistrative officer

determ nes that the nature of the charges
and the evidence are such that it is in
the best interest of the institution, the
accused faculty nmenber nmay be suspended

wi th pay pending the conpletion of the
hearing and final decision by the Board.
On reasonabl e notice, the charges will be
heard by a special hearing tribunal of at
| east three faculty nenbers. The academ c
rank of each menber of the tribunal nust
be at least equal to that of the accused
faculty nenber. The notice will specify
the date, tinme, and place for the hearing
and wil|l specify the nanes of the faculty
nmenbers appointed to the hearing tribunal.
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The hearing tribunal nmenbers are appointed
by the chief adm nistrative officer froma
st andi ng panel (pool) of nenbers of the
faculty. At |east 50% of the pane

menbers from which the hearing tribuna

menbers are appointed shall be sel ected by

a procedure established by the faculty

gover nance organi zation, selected by an

existing faculty commttee with oversight
for university-wi de faculty comnmttee

sel ection, or selected through an approved

process designed to provide appropriate

faculty input into the selection. The
remai ni ng nenbers of the panel shall be
appoi nted by the chief admnistrative

officer. A mninmmof one nenber of a

hearing tribunal appointed by a chief

adm nistrative officer is to be from anong

panel nenbers selected by the faculty

i nput, existent faculty commttee or

faculty governance procedure.

6. 331 In every such hearing the
accused faculty nenber will have
the right to appear in person
and by counsel of the accused's
selection and to confront and
Cross-exam ne w tnesses who may
appear. |f the accused faculty
menber is represented by
counsel, the institution is
entitled to be represented by
counsel fromthe O fice of
Gener al Counsel .

6. 332 The accused faculty nenber shal
have the right to testify, but
may not be required to do so,
and may introduce in his or her
behal f all evidence, witten or
oral, which may be rel evant and
material to the charges.

6. 333 A stenographic or electronic
record of the proceedings wll
be taken and filed with the
Board, and such record shall be
made accessible to the accused.
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6. 334

6. 335

A representative of the
institution may appear before
the hearing tribunal to present
W t nesses and evi dence in sup-
port of the charge agai nst such
faculty nmenber, and such
institutional representatives
shall have the right to cross-
exam ne the accused faculty
menber (if the faculty nenber
testifies) and the w tnesses

of fered on behalf of the faculty
menber. The institution has the
burden to prove good cause for
termnation by the greater

wei ght of the credi bl e evidence.
The hearing tribunal shall not

i ncl ude any accuser of the
faculty nenber. |If the accused
faculty nenber is not satisfied
with the fairness or objectivity
of any menber or nenbers of the
hearing tribunal, the faculty
nmenber may chal | enge the all eged
| ack of fairness or objectivity,
but any such chal | enge nust be
made in witing to the hearing
tribunal at |least three (3) week
days prior to the date for the
hearing. The accused faculty
menber shall have no right to

di squal i fy any nenber or nenbers
fromserving on the tribunal

It shall be up to each
chal | enged nenber to determ ne
whet her he or she can serve with
fairness and objectivity in the
matter, and if any chall enged
menber should voluntarily
disqualify hinself or herself,
the chief admnistrative officer
shal | appoint a substitute
menber of the tribunal fromthe
panel described in

Subdi vi si on 6. 33.
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6. 34

6. 35

6. 336 The hearing tribunal, by a
majority of the total
menbership, wll make witten
findings on the material facts
and a recomendation of the
conti nuance or term nation of
the accused faculty nenber. The
hearing tribunal, by a majority
of its total nenbership, may
make any suppl enentary
suggestions it deens proper
concerning the disposal of the
case. The original of such
findings and the recommendati on,
wi th any suppl enentary
suggestions, shall be delivered
to the Board and a copy to the
accused. If mnority findings,
recommendati ons, or suggestions
are nmade, they shall be
simlarly treated. The original
transcript of the testinony and
the exhibits shall also be
forwarded to the Board.
The Board, by a majority of the total
menbership, wll approve, reject, or anend
such findings, recommendations, and
suggestions, if any, or wll recommt the
report to the sane tribunal for hearing
addi tional evidence and reconsidering its
findi ngs, recommendations, and
suggestions, if any. Reasons for
approval, rejection, or amendnent of such
findi ngs, reconmmendations, or suggestions
wll be stated in witing and comuni cat ed
to the accused.
Tenure-track faculty nmenbers who are
notified in accordance wth Subsection 6.7
that they will not be reappointed or who
are notified in accordance with
Subdi vi sion 6.23 or Subsections 6.7 or 6.8
that the subsequent academ c year wll be
the termnal year of appointnent shall not
be entitled to a statenment of the reasons
upon whi ch the decision for such action is
based. Such a decision shall be subject
to review under this Subdivision only to
determ ne whet her the decision was nade
for reasons that are unlawful under the
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| aws or Constitution of this state or the

United States. A review under this

Subdi vi sion may be granted only in those

cases where the affected faculty nenber

submts a witten request for a reviewto
the chief admnistrative officer that
describes in detail the facts relied upon
to prove that the decision was nmade for

unl awful reasons. |If the chief

adm nistrative officer determ nes that the

all eged facts, if proven by credible

evi dence, support a conclusion that the

deci sion was made for unlawful reasons,

such al l egati ons shall be heard under the
procedures in Subsection 6.3 as in the
case of dismssal for cause, with the
foll om ng excepti ons:

(1) the burden of proof is upon the
affected faculty nenber to establish
by the greater weight of the credible
evi dence that the decision in
question was nade for reasons that
are unl awful under the |aws or
Constitution of this state or the
United States;

(2) the admnistration of the institution
need not state the reasons for the
questioned decision or offer evidence
in support thereof unless the
af fected faculty nenber presents
credi ble evidence that, if
unchal | enged, proves the decision was
made for unlawful reasons;

(3) the hearing tribunal shall make
witten findings and recomendati ons
based on the evidence presented at
the hearing and shall forward such
findings and recommendati ons with the
transcript and exhibits fromthe
hearing to the chief adm nistrative
of ficer;

(4) the chief admnistrative officer may
approve, reject, or anmend the
recommendati ons of the hearing
tribunal or may reach different
concl usi ons based upon the record of
the hearing. The decision of the
chief admnistrative officer shall be
final.
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The change to the Regents' Rules and Requl ations, Part
One, Chapter 111, Section 6, Subsection 6.2 deletes

| anguage related to termtenure at The University of
Texas of the Perm an Basin since there are no | onger
any faculty nenbers on termtenure appointnments at U. T.
Perm an Basin and the | anguage is inoperative.

Addi ti onal substantive changes to Subsection 6.3 are
summari zed bel ow

a. Subdi vision 6.31 - provides a general framework
for the review of allegations prior to the decision
to recommend a hearing on charges and includes a
specific requirenent that the faculty nenber under
review be allowed an opportunity for interview by
the chief academ c officer prior to the chief aca-
demc officer's determnation that there is evidence
to support the allegations. New |anguage clarifies
existing practice related to the appropriate inter-
pl ay between the grievance process and an ongoi ng
review or termnation proceedi ng.

b. Subdi vision 6.32 - nmakes clear that if the chief
adm nistrative officer finds that good cause exists
to initiate charges, the faculty nenber is to be
gi ven an opportunity to respond to the findings and
al so consolidates current |anguage to effect that
the formal hearing process is not required when the
facts are admtted or the faculty nmenber has been
finally convicted of a felony offense.

C. Subdi vi sion 6.33 - rearranges existing | anguage on
i nterimsuspension with pay and provi des gui del i nes
for the selection of a panel of potential hearing
tribunal nmenbers. The | anguage provides for faculty
i nvol venent in the panel selection but retains pres-
idential prerogative for hearing tribunal appoint-
ment and | eaves the issue of appropriate academ c
rank for the panel nenbers as an institutional deci-
sion. The Faculty Advisory Council would prefer the
panel be selected by faculty or its conposition be
agreed to by faculty and adm ni strati on.

d. Subpar agraph 6.334 - specifically references the
burden of proof in a term nation proceedi ng which,
as under current practice, is upon the institution.

e. Subdi vi sion 6.35 - includes m nor anendnments to nmake

clear that the notice provisions referenced are only
applicable to nontenured faculty on tenure-track.
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2.

U T. Board of Regents - Regents' Rules and Requl ations,
Part One: Approval to Anend Chapter VI, Section 6, Sub-
section 6.(11) (Use of Property, Buildings, or Facilities
for Filmng Mdtion Pictures or Tel evision Productions).--
In order to inplenent suggestions recently received from
the Texas Fil m Conm ssion, the Academ c Affairs and
Health Affairs Commttees recommended and t he Board
anended the Regents' Rules and Regul ations, Part One,
Chapter VI, Section 6, Subsection 6.(11), regardi ng use
of property, buildings, or facilities of The University
of Texas Systemfor filmng notion pictures or television
productions, to read as foll ows:

Sec. 6. Use of University Facilities.

6. (11) Use of Property, Buildings, or Facilities
for Filmng Motion Pictures or Tel evision
Productions.--The chief adm nistrative
officer of the U T. Systemor a conponent
institution or his or her del egate may
aut hori ze the use of property, buildings,
or facilities owned or controlled by the
U T. Systemor conponent institution for
filmng notion pictures or television
productions under a witten agreenent
approved pursuant to U T. System
procedures. Requests to filma notion
pi cture or television production wll be
revi ewed and considered on a case by case
basi s and, subject to the provisions of
this Subsection, it shall be wthin the
di scretion of the chief admnistrative
officer or his or her delegate to
determ ne whether to grant the request.
The safety of students, faculty, and
staff; the potential for damage to
buil dings, facilities, or property and for
di sruption of adm nistrative or academc
progranms or other schedul ed activities;
and the subject nmatter of the film shal
be of primary consideration in determ ning
whether to grant a film ng request.
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6.(11)1

6. (11)2

6.(11)3

6.(11)4

6.(11)5

The chief adm nistrative officer
or his or her delegate will be
responsi bl e for assuring that
schedul ed tine(s) and

| ocation(s) for filmng do not
interfere with admnistrative
and academ c prograns or other
schedul ed activities of the

U T. System or conponent
institution.

The U. T. System or a conponent
institution shall not be
identified as the filmng

| ocation in the filmcredits or
in any nedia advertising for the
film The filmmy not include
any buil ding, statue, fountain,
facility, mark, synbol, or |ogo
that identifies the U T. System
or a conponent institution as
the filmng location. This
prohi bition shall not apply to
the filmng of an approved
script that relates to the life
and acconplishnents of a present
or former officer or enployee of
the U T. Systemor of the
conponent institution at which
the script is fil ned.

The script for the notion

pi cture or television production
nmust be approved by the chi ef
adm nistrative officer or his or
her del egate.

The production conpany nust
identify the persons or entities
with an interest in the conpany.
The production conpany nust
provi de a policy of
conprehensive general liability
and property damage insurance

i ssued by a conpany aut horized
to do business in the State of
Texas nam ng the Board of
Regents, the U T. System the
conponent institution, and the
of ficers and enpl oyees of each
as additional insureds,
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provi di ng coverage for bodily
injury and death of persons and
damage to property that result
directly or indirectly fromthe
negligent or intentional act or
om ssion of, or fromthe use or
condition of any property,

equi pnrent, machinery, or vehicle
used, operated, or controlled
by, the production conpany or
its officers, enployees, agents,
or subcontractors while on
property owned or controlled by
the U T. System or a conponent
institution. The limts of
coverage shall be determ ned by
the chief admnistrative officer
or his or her delegate on the
basis of the nature and extent
of the activities to be
conducted by the production
conpany and the property,

buil dings, or facilities to be
utilized. In no event shall the
limts of liability for each
occurrence be |l ess than two
mllion dollars ($2,000,000.00)
for bodily injury or death of a

person and one mllion dollars
(%1, 000, 000. 00) for property
damage.

6.(11)6 A use fee wll be established
in each case based upon the
nature and extent of the
activities of the production
conpany and the U T. System or
conponent institution property,
buil dings, facilities,
personnel, and services that are
requi red to acconmodat e such
activities. The use fee nust be
paid in advance by a certified
or cashier's check nade payabl e
to the U T. System or conponent
institution. |f the production
conpany cancels a schedul ed use,
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the deposit, | ess any expense
incurred by the U T. System or
conponent institution in
preparation for such use, wll
be refunded.

Subdi vision 6.(11)4 of the Regents' Rules and Regul a-
tions, Part One, Chapter VI, Section 6, was anended to
del ete the requirenent that the production conpany be

in operation for three years. The Texas Fil m Conm ssion
advi ses that a new production conpany is often forned for
each project.

At the Texas Fil m Comm ssion's suggestion, Subdivi-

sion 6.(11)5 was anmended to reduce the m ni numrequired
liability insurance from$5.0 mllion to $2.0 million for
bodily injury or death. This change inpacts the m ni num
requi renent only; additional coverage may be required as
appropriate for the nature of the project.

U T. Austin: Repeal of Bowl Gane Policy.--The Board
repeal ed the Regental Bow Gane Policy for The University
of Texas at Austin and authorized acceptance of bow gane
invitations by the chief adm nistrative officer of a gen-
eral academ c conponent institution follow ng review and
approval of the proposed bow gane budget by the Execu-
tive Vice Chancellor for Academ c Affairs and the Execu-
tive Vice Chancellor for Business Affairs.

The existing policy, which was adopted in Cctober 1962
and anended in part at the February 1982 neeting of the
U T. Board of Regents, is very outdated and has been
replaced in practice for the last three U. T. Austin bow
ganes by prior approval of proposed bowl gane budgets by
t he Executive Vice Chancellor for Academic Affairs and
coverage of conpensation issues by individual contracts
and institutional policy.

Each institution wll adopt Handbook of Operating Proce-
dures provisions to inplenent this policy requirenent.

Fi nal bow budgets will be ratified by the U T. Board of
Regents via institutional budget approvals.
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4.

U T. Austin: Approval to Repeal Policy Related to
Law School Adm ssions Standards and Enrol | nent Condi -
tions.--Upon recomendation of the Academ c Affairs
Commttee, the Board repealed the policy for Law Schoo
Adm ssions Standards at The University of Texas at
Austin, including enrollnent conditions, as approved by
the U T. Board of Regents at the April 1970 neeti ng.

The 1970-71 conditions for adm ssion to the U T. Austin
School of Law, which are outdated, included:

(1) The total enrollnment in the Law School shal
be mai ntained at no | ess than 1450 students.

(2) The first-year enrollnment shall never be |ess
t han 500 students.

(3) The percentage of nonresident students shal
at no tine be above 15% of the entering class
and beginning with the 1971-72 school year the
percent age of nonresident students shall at no
time be above 15% of the total enrollnent of
t he Law School

(4) For purposes of conputing the percentage
limtations set out in Section Three above,
any student who enters the Law School as a
nonr esi dent shall be treated as a nonresi dent
for the entire tine he is a student in the Law
School .

Deci si ons on School of Law m ninumtotal enrollnent,
Condition (1), and first-year enrollnent, Condition (2),
are obviously inpacted by available faculty, Law Schoo
accreditation requirenents, and related factors. Thus,
such deci sions are best made at the institutional |evel
in the context of and under the authority of U T.
Austin's approved Enroll nent Managenent Plan as for the
ot her school s and col | eges on that canpus.

The limtation on nonresident student enroll nent con-
tained in Condition (3) is nowincluded in the current
CGeneral Appropriations Act (as not exceeding 20 percent).
Simlarly, Condition (4) is no |onger a correct

statenent of residency classification pursuant to the
Texas Educati on Code.
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U T. Austin anticipates the need to adjust Law Schoo
enrollment limts by as nuch as 15 percent over the next
several years and repeal of these enrollnent conditions
will permt consideration of such nodifications as part
of overall enroll nent managenent needs.

U T. El Paso: Authorization to Conduct a Private Fund-
Rai si ng Canpai gn to I ncrease Endownent Funds and to
Provide for Certain Capital Needs (Regents' Rules and
Requl ations, Part One, Chapter VII, Section 2, Subsec-
tion 2.4, Subdivision 2.44).--Pursuant to the Regents
Rul es and Reqgul ati ons, Part One, Chapter VII, Section 2,
Subsection 2.4, Subdivision 2.44 relating to private
fund-rai sing canpai gns, the Board authorized The Uni -
versity of Texas at El Paso to conduct a private fund-
rai sing canpaign to increase endowrent funds and to
provide for certain capital needs.

The primary initiative of the five-year endowent cam
paign at U T. El Paso is to provide the institution
with the appropriate resources and prograns to neet the
demands of the twenty-first century.

The goal of the canpaign includes raising gifts to pro-
vide for certain capital needs. Recommendations to nane
appropriate buildings or other canpus facilities for
contributors to the canpaign will be forwarded to the

U T. Board of Regents at a |ater date.

U T. El Paso: Request for Authorization to Charge
Reduced Tuition Rate for Students Residing in Dofia Ana
and G ero Counties, New Mexico, Effective with the Spring
Senester 1997 and for the Executive Vice Chancellor for
Academ ¢ Affairs to Forward the Proposal to the Coordi-
nati ng Board for Approval (Catalog Change) (Wth-
drawn).--The itemrelated to a reduced tuition rate for
students residing in Dofla Ana and Otero Counties, New
Mexi co, was w thdrawn since the Board authorized The
University of Texas at El Paso to establish reciprocal
tuition policies for students in adjacent New Mexico
counties in August 1995. The withdrawn itemwas, in
effect, duplicative of an existing authorization.
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7.

U T. El Paso: Establishnent of a Doctor of Phil oso-
phy (Ph.D.) Degree in Biological Sciences and Authori -
zation to Submit the Degree Programto the Coordinating
Board for Approval (Catal og Change).--The Board, upon
recommendation of the Academ c Affairs Commttee, estab-
| i shed a Doctor of Philosophy (Ph.D.) degree in Biologi-
cal Sciences at The University of Texas at El Paso and
aut hori zed subm ssion of the proposal to the Texas Hi gher
Educati on Coordi nating Board for review and appropriate
action. The degree programis consistent with U T.

El Paso's approved Table of Prograns and institutional
plans for offering quality degree prograns to neet stu-
dent needs.

The primary educational objective of the Doctor of Phi-
| osophy degree in Biological Sciences at U T. El Paso
is to prepare students for research on the pressing

pat hobi ol ogi cal problens of the region with an enphasis
on (1) the pathogenesis of infectious diseases and

(2) the toxic and carcinogenic effects of environnental
pollutants. Doctoral candidates will conplete at |east
72 senester credit hours beyond the bachelor's degree

i ncluding a dissertation presenting research on a sig-
nificant problemrelated to the toxicological effects

of pat hogens or xenobiotics (parasitic or foreign biolog-
ical agents) in the environnent. Wthin the 72 senester
credit hour programis a 12 hour core requirenent.

Twent y-one active research scholars on the U T. El Paso
faculty will initiate this programwhich will be adm n-
istered by the Departnent of Biological Sciences and the
G aduat e School .

Much of the devel opnental cost for this programwl|

be covered by external grant funds including a possi-

bl e extension of the existing $4.5 nmillion federal

grant awarded to U. T. El Paso for Research Centers for
Mnority Institutions. Substantial investnents in |abor-
atory facilities and faculty devel opnent have al ready
been made fromthese grant funds. The total estinated
cost for the first five years of the programis $815, 800,
with nearly half comng fromfederal funds.

Upon approval by the Coordinating Board, the next appro-

priate catalog published at U T. El Paso will be anended
to reflect this action.
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REPORT AND RECOMVENDATI ONS OF THE HEALTH AFFAI RS COW TTEE
(Pages 146 - 240).--Commttee Chairman Loeffler reported that
the Health Affairs Commttee had nmet 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 recormmended by the Health Affairs Commttee and
approved in open session and w thout objection by the U T.
Board of Regents:

1. U T. System Authorization to Transfer Funds fromthe
Medi cal Service, Research and Devel opment Pl an ( MSRDP)/
Physi cian Referral Service (PRS) at Each Health Conpo-
nent to Texas Universities Health Plan, Inc., a Texas
Nonprofit Corporation.--Upon reconmendati on of the
Health Affairs Commttee, the Board approved the trans-
fer of an anbunt not to exceed eight mllion dollars
fromthe Medical Service, Research and Devel opnent
Pl an (MSRDP)/ Physician Referral Service (PRS) at each
University of Texas System health conponent to Texas
Universities Health Plan, Inc. ("the Plan"), a Texas
nonprofit corporation. These funds wll be utilized
for the purpose of establishing sufficient reserves
and operational costs associated with the application
for and devel opnent of the Plan. Operational costs

w Il include all reasonable and necessary expenditures
and start-up costs. Upon the dissolution of the Pl an,
all remaining operational funds and reserves will be

remtted back to the respective U T. System health
conponent practice plan as directed by the Ofice of
Health Affairs. The U T. System Admnistration is
authorized to transfer or facilitate transfer of funds
held by it and originating from health conponent
practice plans for the purposes and within the finan-
cial limtations heretofore set out.

The Texas Universities Health Plan, Inc., which wll
obtain a primary Heal th Mai ntenance Organi zation certif-
icate of authority, will enhance patient referrals to

the U T. System health conponents and assure the con-
tinuation of clinical educational experiences and oppor-
tunities for nedical residents and students in the
energing field of managed care. In addition, the Plan
will allow for the continuation of the delivery of health
care to the traditional patients of the U T. System
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heal t h conponents and will provide clinical educational
experience opportunities consistent with the m ssion and
purposes of the U T. System health institutions.

See Page 62 related to the establishnment of Texas Uni -
versities Health Plan, Inc.

U. T. Southwestern Medical Center - Dallas: Approval of
M ssion Statenent and Authorization to Subnmt the State-
nent to the Coordinating Board for Approval.--The Board,
upon recommendation of the Health Affairs Commttee,
approved the Mssion Statenent for The University of
Texas Sout hwestern Medical Center at Dallas as set out
on Pages 148 - 150 and aut horized subm ssion of the
statenent to the Texas Higher Education Coordi nating
Board for approval.

The M ssion Statenent of the U T. Southwestern Medica
Center - Dallas, which was previously approved in Novem
ber 1995, has been revised to add the Master's degree to
the mssion, role and scope of the U T. Southwestern

Al lied Health Sciences School - Dallas. The U. T. South-
western Medical Center - Dallas awards the Master of
Arts (MA. ) and Master of Science (MS.) degrees in a
nunber of fields with the Master's-level authority
included in the institution's Table of Progranms. The
awardi ng of the Master's degree has traditionally been
reserved for the U T. Southwestern G aduate School of

Bi onedi cal Sciences - Dallas. As the Allied Health

Sci ences School has upgraded its faculty, student body,
and academ c offerings, it has becone apparent that the
authority to offer Master's degrees in fields related to
allied health sciences should be extended to the U T.
Sout hwestern A H. S.S. - Dall as.

See Page 152 related to the establishnent of the Master

of Physical Therapy degree at the U. T. Southwestern
A HS 'S - Dallas.
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The University of Texas
Sout hwestern Medi cal Center at Dall as

M ssi on St at enent

The University of Texas Sout hwestern Medical Center at Dall as
is a conponent institution of The University of Texas System
and is commtted to pursuing high standards of achievenent in
instruction, research, and clinical activities. Since its
inception in 1943, U T. Southwestern has evol ved as one of
the | eading bionedical institutions in the country, and its
prograns are designed and inplenented with the intent to
sustain this progress in the future.

As an academ c health science center, the central m ssion of
the institution is to educate health professionals whose
lifelong career objectives will be to provide the best possi-
ble care, apply the nost appropriate treatnment nodalities, and
continue to seek information fundanental to the treatnent and
prevention of disease. Wthin an environnent of interdisci-
plinary activity and academ c freedom at Sout hwestern, stu-
dents receive training fromfaculty scholars who have in-depth
expertise in the many specialties of health care and the

bi omedi cal sciences. Faculty nmenbers al so engage in research
and patient care so that they can generate new know edge in
the fight against disease and maintain their clinical skills
whil e serving the people of Texas to the best of their
ability. Research findings are nmade avail able directly to
students and indirectly to the general public as practicing
pr of essi onal s adopt new treatnment nodalities. The focus of
the faculty, students, and admnistration at The University
of Texas Sout hwestern Medical Center at Dallas will remain

on providing exenplary educational prograns, creating new
know edge, delivering quality medical care, maintaining the
hi ghest et hi cal standards, advancing the scientific basis of
nmedi cal practice, and denonstrating concern and conpassi on
for all people. Every aspect of the University's operation
wi Il be conducted in as cost-effective a manner as possi bl e.

The institution consists of the Sout hwestern Medi cal School ,
t he Sout hwest ern Graduate School of Bionedical Sciences, and
t he Sout hwestern Allied Health Sciences School and offers
degrees and prograns with subject matter limted to health-
related fields.
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The central purpose of The University of Texas Sout hwestern
Medi cal School at Dallas is to produce physicians who will be
inspired to maintain |lifelong nedical scholarship and who w ||
apply the know edge gained in a responsi ble and humani stic
manner to the care of patients. The Sout hwestern Medi cal
School has assuned responsibility for the conti nuum of nedi cal
education. The institution offers instructional progranms not
only in undergraduate nedi cal education leading to the MD.
degree, but also graduate training in the formof residency
positions and fell owships as well as continuing education for
practicing physicians and nedical scientists. An inportant
focus of the educational effort is training primary care
physi ci ans and preparing doctors who will practice in
underserved areas of Texas. Another instructional role of
Sout hwest ern Medi cal School faculty nenbers is that of fully
preparing those nedi cal students who seek a career in academ c
medi ci ne and research, including the opportunity to earn both
the M D. and Ph.D. degrees simultaneously.

The Sout hwestern Graduate School of Bionedical Sciences pro-
vides well qualified individuals seeking an MA., MS., or
Ph.D. degree with the opportunity and the encouragenent to
investigate rigorously and be creative in solving significant
problens in the biological, physical, and behavioral sciences.
In addition to acquiring information in their area of

research expertise, graduate students at the Sout hwestern

Medi cal Center are encouraged to develop and test new ideas in
the classroomand to communi cate their ideas to others within
the research-oriented nedical community. Although enrolled in
a specific program the students are not restricted to courses
in their mgjor field of study. Exposure to a wide variety of
academ c disciplines is necessary to prepare each individual
for the rapidly changi ng enphasis in the bionedical sciences.
Therefore, graduate students at U T. Southwestern gain a

w de perspective of contenporary bionedi cal science through
interdisciplinary courses, semnars and informal discussions

i nvol ving schol astic interaction with students and faculty
from ot her educational prograns within the University.

The educational prograns of the Southwestern Allied Health
Sci ences School have been established to educate individuals
at the baccal aureate and naster's degree |levels for those

pr of essi ons whi ch support the health-care delivery team con-
cept. The School offers baccal aureate degree prograns in
several fields, post-baccal aureate courses of study, certifi-
cate prograns, and nmaster's degree prograns in allied health
science fields of study. As an integral part of Southwestern
Medi cal Center, the School works cooperatively in education,
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research, and service contexts. It prepares allied health
prof essional s of the highest quality and conpetency to help
neet the care needs of the people of Texas. Through research
and scholarly pursuits related to health care, it advances
scientific knowl edge and practices of the allied health pro-
fession. It offers consultation, technical assistance, and
prof essional services to neet education and heal t h-care needs
of the community. In addition, it contributes to the contin-
ued growt h and devel opnent of allied health professions,

i ncludi ng reduction of barriers to career advancenent through
pat hways to graduate or post-graduate education. The School
views its community obligations as being inportant and there-
fore works actively to publicize career opportunities and
respond in an appropriate manner to the requirenents of health
care institutions, agencies, and service providers in the

ar ea.
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3.

U. T. Southwestern Medical Center - Dallas (U. T. South-
western GS.B.S. - Dallas): Authorization to Establish a
Doctor of Phil osophy Degree in Integrative Biology and to
Submt the Degree Programto the Coordinating Board for
Approval (Catal og Change).--Authorization was granted to
establish a Doctor of Philosophy degree in Integrative
Biology to be adm nistered by the U T. Southwestern

G S.B.S. - Dallas at The University of Texas Sout hwestern
Medi cal Center at Dallas and to submt the proposal to

t he Texas Hi gher Education Coordinating Board for review
and appropriate action. The doctoral degree programis
consistent with the approved Table of Prograns and insti-
tutional plans for offering quality degree prograns to
meet student needs.

The Doctor of Phil osophy degree programin Integrative
Biology wll be admnistered in the Division of Cell and
Mol ecul ar Biology at the U T. Southwestern G S.B.S. -
Dallas. Requirenents for the degree will include

24 senester credit hours of academ c course work, a
specific qualifying exam nation, and the conpl etion of
an approved dissertation based on the student's |abora-
tory research experiences. The first students are
anticipated to enroll Fall 1997. Expected enrol | nent
each year will be five or six students fromthe first-
year class of the Division of Cell and Mol ecul ar

Bi ol ogy.

The curriculumof the new programw || include the stan-
dard first-year curriculumof the D vision of Cell and
Mol ecul ar Bi ol ogy plus a selection of nine senester
hours of advanced course work offered by the Integrative
Bi ol ogy programfaculty. The new programis assured a
highly qualified student body because of the stringent
standards for adm ssion to the Division of Cell and

Mol ecul ar Biology first-year curriculum The program

wi |l choose its students fromthose who successfully
conplete the first year in the Division of Cell and

Mol ecul ar Bi ol ogy.

The cost of the new programw || be the cost of a part-
time adm nistrative assistant (33%tine). No new funds
are requested. The personnel need will be net by reas-
signment wwthin the U T. Southwestern G S.B.S. - Dallas
or by reallocation of current funds for this purpose.
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Upon approval by the Coordinating Board, the next appro-
priate catal og published at the U T. Southwestern Medi -
cal Center - Dallas will be anended to reflect this
action.

U. T. Southwestern Medical Center - Dallas (U. T. South-
western AH S.S. - Dallas): Establishnent of a Master of

Physi cal Therapy Degree Program and Aut horization to
Submt the Degree Programto the Coordinating Board for
Approval (Catal og Change).--The Board established a
Mast er of Physical Therapy degree programto be adm nis-
tered by the U T. Southwestern A H S.S. - Dallas at The
University of Texas Sout hwestern Medical Center at Dall as
and aut hori zed subm ssion of the proposal to the Texas

H gher Education Coordinating Board for review and appr o-
priate action. The Master's degree programis consi stent
with the Mssion Statenent and approved Tabl e of Prograns
for U T. Southwestern Medical Center - Dall as.

The program represents a change from an exi sting bacca-

| aureate entry-level Physical Therapy degree to an entry-
| evel Master's degree in Physical Therapy. Applicants
must have conpl eted a baccal aureate degree from an
accredited university by Decenber of the year of applica-
tion. Fifty-six credit hours of prerequisite course work
nmust al so be conpleted or in progress by the Novenber
application deadline. Eighty-one credit hours are

requi red for conpletion of the degree.

The Master of Physical Therapy curriculumw ||l be offered
t hrough the Departnent of Physical Therapy in the U T.
Sout hwestern AAH. S.S. - Dallas. The anticipated date for
enrolling students is Sumer 1998 and that class wll
graduate at the conpletion of Spring 2000.

There will be no additional cost to the U T. Southwest-
ern Medical Center - Dallas, since the present funding
wi || adequately neet the cost of the new program In
the last two years, funding of the existing program has
i ncreased by 50%in anticipation of the needed increase
in faculty salaries and clerical support. The source of
these additional funds is fromfaculty practice funds,
conti nui ng education, and salary support from Medi cal
School departnents.

Upon Coordi nati ng Board approval, the next appropriate
catal og published at U T. Southwestern Medical Center -
Dallas will be anended to reflect this action.

See Page 147 related to approval of a revised M ssion
Statenent for the U T. Southwestern Medical Center -
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Dal | as.

U T. MD. Anderson Cancer Center: Approval of Patent
and Technol ogy License, Stock Purchase, Warrants, and
St ockhol ders' Agreenents with Bi oCyte Therapeutics, Inc.,

Houst on, Texas; Approval to Accept Stock in BioCyte
Therapeutics, Inc. by the U T. Board of Regents; and
Aut hori zation for Gabriel Lopez-Berestein, MD., to
Serve on the Board of Directors of Bi oCyte Therapeutics,

Inc. and to Accept Stock Therein.--Upon recommendati on
of the Health Affairs Commttee, the Board:

a. Approved the foll owi ng agreenents between
the U T. Board of Regents, for and on
behal f of The University of Texas M D.
Ander son Cancer Center, and Bi oCyte
Therapeutics, Inc., Houston, Texas:

Pat ent and Technol ogy License Agreenent
(Pages 155 - 171)

St ock Purchase Agreenent
(Pages 172 - 184)

Warrants Agreenent
(Pages 185 - 205)

St ockhol ders’ Agreenent
(Pages 206 - 238)

b. Approved the recei pt of founders’ stock in
Bi oCyte Therapeutics, Inc. by the U T.
Board of Regents for and on behalf of the
U T. MD. Anderson Cancer Center

C. Approved (1) service on the board of dir-
ectors of BioCyte Therapeutics, Inc. by
Gabri el Lopez-Berestein, MD., a nenber
of the faculty of the U T. MD. Anderson
Cancer Center, and (2) his acceptance in
the future of stock fromthe conpany for
such servi ce.
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Bi oCyte Therapeutics, Inc. (BioCyte) is a Del aware corpo-
ration with principal offices in Houston, Texas, forned
and funded by the investnent banking firmof Harris,

Webb & Garrison of Houston, Texas, to devel op and commer -
cialize products and services for the diagnosis, progno-
sis, and therapy of cancer and other diseases. Under the
Pat ent and Technol ogy License Agreenent (License Agree-
nment), BioCyte is granted a royalty-bearing, exclusive,
wor | dwi de |icense to nake, have namde, use, or sell prod-
ucts and services incorporating technol ogi es devel oped at
U T. MD. Anderson Cancer Center by Francis Ali-Gsnman,
Gabri el Lopez-Berestein, John Buolamm ni, Gam | Antoun,
Hui - Wn Lo, Charles Keller, and d ani ke Akande. The

Li cense Agreenent al so grants to Bi oCyte a nonexcl usive
right to negotiate license rights to other inventions
that U T. MD. Anderson Cancer Center, in its discre-
tion, may disclose to Bi oCyte.

As consideration for the license, BioCyte will pay the
U T. Board of Regents a royalty conprising a percentage
of adjusted net sales of |icensed products as well as
hal f of sublicensing inconme. |In addition, BioCyte wll
transfer to the U T. Board of Regents conmmon shares of
stock of the conpany equivalent to 49% of the founders’
shares. Royalties and sublicensing inconme but not stock
wll be shared with the inventors pursuant to the
Regents’ Rul es and Reqgul ati ons, Part Two, Chapter XllI.

Bi oCyte also will fund all pre-clinical and clinica
devel opment costs and will reinburse U T. MD. Anderson
Cancer Center for patent expenses in connection with the
| i censed technol ogy.

Dr. Lopez-Berestein will serve on the board of directors
of BioCyte pursuant to the Regents’ Rul es and Regul a-
tions, Part Two, Chapter XIl, Subsection 7.1 and wll be
conpensated by BioCyte with that conpany’s stock for his
service on that board.
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PATENT AND TECHNOLOGY LICENSE AGREEMENT

THIS seventeen (17) page AGREEMENT ("TAGREEMENT") is made on this 14th day of
November, 1996 by and between the BOARD OF REGENTS ("BOARD") of THE
UNIVERSITY OF TEXAS SYSTEM (“SYSTEM’), an agency of the State of Texas, whose
address is 201 West 7th Street, Austin, Texas 78701, THE UNIVERSITY OF TEXAS
M. D. ANDERSON CANCER CENTER ("MDA"), a cormponent Institution of the SYSTEM
and BIOCYTE THERAPEUTICS, INC., a Delaware corporation having a principal place
of business located at S599 San Felipe, Suite 310, Houston, Texas, 77056 ("LICENSEE™).
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A

RECITALS

BOARD owns certain PATENT RIGHTS and TECHNOLOGY RIGHTS related to

LICENSED SUBJECT MATTER, which were developed at MDA a component
institution of SYSTEM.

BOARD and MDA desire to have the UCENSED SUBJECTMATTER developed
in the UCENSED FIELD and used for the benefit of LICENSEE, the inventor,
MDA, BOARD, and the public as outlined in the Intellectual Property Policy
promuigated by the BOARD.

LICENSEE wishes to obtain an exdusive license from BOARD to practice
UCENSED SUBJECT MATTER.

NOW, THEREFORE, in consideration of the mutual covenants and premises herein
contained, the parties hereto agree as follows:

11

|. EFFECTIVE DATE

Subject to approval by BOARD, this AGREEMENT shall be effective as of the date
written herein above ("EFFECTIVE DATE").

ll. DEFINITIONS

As used in this AGREEMENT, the following term shall have the meanings indicated:

2 1

AFFILIATE shall mean any business 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.

LICENSED FIELD shalil mean all uses of the LICENSED SUBJECT MATTER.

LICENSED PRODUCTshall mean a_ll;?rE%rodud or service SOLD by LICENSEE
comprising UCENSED SUBJECT MA pursuant to this AGREEMENT.

UCENSED SUBJECT MATTER shall mean inventions and discoveries defined
herein as PATENT RIGHTS or as TECHNOLOGY RIGHTS.

LICENSED TERRITORY shall mean all national political jurisdictions in which
LICENSED PRODUCTS are sold by LICENSEE.

NET SALES shall mean the gross revenues received by LICENSEE from the
SALE of LICENSED PRODUCTS less: (i} sales and/or use taxes actually paid; (ii)
import and/or export duties actually paid; (iii) outbound transportation prepaid or
allowed; (ii) amounts allowed or credited due to returns {(not to exceed the original
billing or invoice amount); and (v) amounts actually paid to third parties as running
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27

28

29

royalties on sales pursuant tolicense agreements entered into by LICENSEE in
order to practice any INVENTION hereunder which otherwise would constitute
infringerment of the patent rights of said third party.

NET MARGIN shall mean NET SALES less LICENSEE'S direct cost to
manufacture and distribute LICENSED PRODUCTS as detem-ined by generally
accepted accounting principles.

PATENT RIGHTS shall only man any and all of BOARD'S rights in information
or discoveries claimed in invention disclosures, patents, and/or patent applications,
whether domestic or foreign, and all diisionals, continuations, continuations-in-
part, reissues, reexaminations or extensions thereof, and any letters patent that
Issue thereon as defined in Exhibit | hereto subject to the limitations, if any, set
forth therein.

SALE or SOLD shall mean the transfer or disposition of a LICENSED PRODUCT
for value to a party other than LICENSEE or an AFFILIATE.

210 Subject to the limitations, if any, set forth in Exhibit | hereto, TECHNOLOGY

3.1

RIGHTS shall mean BOARD'S rights in any technical information, know-how,
process, procedure, composition, device, method, formula, protocol, technique,
software, design, drawing or data created by the inventors listed in Exhibit | hereto
and relating to UCENSED SUBJECT MATTER which is not claimed in PATENT

RIGHTS but which is necessary for practicing PATENT RIGHTS regardless of
whether any patent is actually issued during the term of this AGREEMENT

lll. LICENSE

BOARD hereby grants to LICENSEE a royalty-bearing, exdusive license under
LICENSED SUBJECT MATTER to manufacture, have manufactured, use and/or
sell LICENSED PRODUCTS within UCENSED TERRITORY for use within
UCENSED FIELD and, subject to Article 4.5 herein, shall extend to BOARD's
undivided interest in any LICENSED SUBJECT MATTER developed during the
term of this AGREEMENT and jointly owned by BOARD and LICENSEE. This
grant shall be subject to Paragraph 14.2 and 14.3, hereinbelow , the payment by
LICENSEE to MDA of all consideration as provided in Paragraph 4.2 of this
AGREEMENT, (as well as the timely payment of all amounts due MDA under any
Sponsored Research Agreement between MDA and LICENSEE in effect during the
term of this AGREEMENT) and shall be further subject to rights retained by
BOARD and MDA to:

(a)  Publish the general scientific findings from research related to UCENSED
SUBJECT MATTER; and

(b)  Subjectto the provisions of ARTICLE XI hereinbelow, use anyinformation
contained in UCENSED SUBJECT MATTERfor research, teaching, patient
care, and othereducationally-related purposes.
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3.2

3.3

3.5

3.6

.4

7

. 6

LICENSEE shall have the tight to extend the license granted herein to any

AFFILIATE provided that such AFFILIATE consents to be bound by all of the ter-a
and conditons of this AGREEMENT.

Consistent with the term of this AGREEMENT and subject to the Artide 3.4
herein below, UCENSEE shall have the right and agrees to grant sublicenses
under LICENSED SUBJECT MATTER to third parties for applications and uses of
LICENSED SUBJECT MATTER which LICENSEE elects not to commerdialize and
sell LICENSED PRCDUCTS, provided that LICENSEE shall be responsible for its
sublicensees relevant to this AGREEMENT, and for diligently collecting all amounts
due UCENSEE from sublicensees. In the event a sublicensee pursuant hereto
becomes bankrupt, insolvent or is placed in the hands of a receiver or trustee,
LICENSEE, to the extent allowed under applicable law and in a timely manner,

agrees to use its best reasonable efforts to collect any and all consideration owed
to LICENSEE and to have the sublicense agreement confirmed or rejected by a
court of proper jurisdiction.

LICENSEE agrees to deliver to MDA a true and comrect copy of each sublicense
granted by LICENSEE, and any medification or termination thereof, within thirty
(30) days after execution, mcdiication, or terrrination.

Upon termination of this AGREEMENT, BOARD agrees to accept as successors
to LICENSEE, existing sublicensees in good standing at the date of termination of
this AGREEMENT provided that such sublicensees consent in writing to be bound
by all of the terms and conditions of this AGREEMENT.

During the term of this AGREEMENT, MDA may, at its sole discretion disdose on
a voluntary, non-exclusive basis and to give notice to LICENSEE pursuant to
Article 152 hereinbelow, new inventions made at MDA () which are disclosed
completely in an Invention Disdcsure Report to MDA's Office of Technology
Development; and (ji) to which no other party has any prior rights.

To provide LICENSEE (and any third parties) adequate time to evaluate the
commercial prospects of new inventions, MDA will not enter into a license
agreement covering any new invention disdosed pursuant to Article 3.6
hereinabove for a period of sixty (66) days following such disdosure.

Should LICENSEE provide MDA with written notice of its interest and an offer to
license any new invention disclosed to LICENSEE pursuant to Article 3.6
hereinabove, and should any such invention still be available for licensing following
the sixty (60) day period provided for in Article 3.7 hereinabove, and MDA and

BOARD in their sole judgement agree to accept LICENSEE'S offer, MDA and
BOARD agree to amend Exhibit | of this AGREEMENT to include such new
inventions pursuant to the Amendment Form attached hereto as Exhibit I,
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4.1

IV. CONSIDERATION, PAYMENTS AND REPORTS

In consideration of rights granted by BOARD to LICENSEE under this
AGREEMENT, UCENSEE agrees to pay MDA the following for each LICENSED
PRODUCT or LICENSED PRODUCT candidate comprising LICENSED
SUBJECT MATTER:

(a)

Dollars (3—___) for all out-of-pocket expenses incurred by MDA
through June 30, 1996 in filing, prosecuting, enforcing and maintaining
PATENT RIGHTS licensed hereunder,. and all futue expenses incurred by

MDA, for so long as, and in such countries as, this AGREEMENT remains
in effect. MDA will invoice UCENSEE upon approval of this AGREEMENT
by BOARD, and upon a quarterly basis thereafter beginning Septermber 1,
1996 for expenses incurred by MDA after June 30, 1996 and the amounts

invoiced will be due and payable by UCENSEE within thirty (30) days
thereafter; and

(b) After LICENSEE has recovered all of its direct investment to research,

develop, test and protect the LICENSED SUBJECT MATTER as reflected
in LICENSEE'S audited quartery financial statements prepared according
to generally accepted accounting principles, plus a preferred return of thirty-
five percent (35%) theredf, ()arunmngroyaltyeq:altoﬁﬂyperwat(S@A)
of LICENSEE'S NET MARGIN resulting from LICENSEE'S NET SALES of
LICENSED PRODUCTS in the LICENSED TERRITORY, ard('l)ﬁfty
peroent(50°/o)ofallconsaderat|onotl'lertl'\anRaeard1and Development
money received by LICENSEE from any sublicensee pursuant to
d&s 3.3 and 3.4 herein above, induding but not limited to royalties, up
front payments, marketing, distribution, franchise, option, license, or
documentation fees, bonus and milestone payments and equity securities,
all payable within thirty (30) days after March 31, June 30, September 30,
and December 31 of each year during the term of this AGREEMENT, at
which time LICENSEE shali also deliver to MDA atrue and accurate report,
giving such particulars of the business conducted by LICENSEE and its
sublicensees, if any exist, during the preceding three (3) calendar months
under this AGREEMENT as necessary for MDA to account for
LICENSEE'S payments hereunder. Such shall include all pertinent
data, induding, but not limited to: (a) LI S audiied quarterly
finandal statements; (b) the total quantities of ICENSED PRODUCTS
produced; (c) the total SALES, (d) the calculation of NET MARGIN,
induding details of all direct costs, and the royalties thereon; and (e) the
total royalties or other payments so computed and due MDA
Simuitaneously with the delivery of each such report, LICENSEE shall pay
to MDA the amount, if any, due for the period of such report. If no
payments are due MDA, it shall be so reported.
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4.2 During the Temm of this AGREEMENT and for one (1) year thereafter, LICENSEE
shall keep complete and accurate records of its and its sublicensees’ direct
investments pursuant to ARTICLE 4.1(b), SALES, NET SALES, and NET
MARGIN of UCENSED PRODUCTS to enable the royalties payable hereunder to
be determined. LICENSEE shall permit MDA or its representatives, at MDA'S
expense, to periodically examine its books, ledgers, and records during regular
business hours for the purpose of and to the extent necessary to verify any report
required under this AGREEMENT. In the event that the amounts due to MDA are
determined to have been underpaid in an amount equal to or greater than five
percent (5%) of the total amount due during the period of time so examined, LI-
CENSEE shall the cost of such examination, and accrued interest at the
highest allowabie rate.

4 . 3 Upon the request of MDA but not more often than once per calendar vear,
LICENSEE shall deliver to MDA a wnrtten report as to LICENSEE'S (and
sublicensees') efforts andaccomplishmentsduringthe preceding yearin diligently
comeercializing LICENSED SUBJECT MATTER in the ICENSED TERRITORY

and LICENSEE'S (and sublicensees’) commercialization plans for the upcoming
year.

4.4  Allamounts payable hereunder by UCENSEE shall be payable in United States
funds without deductions for taxes, assessments, fees, or charges of any kind.
Checks shall be made payable to The University of Texas M. D. Anderson Cancer
center and mailed by U.S. Mail to Box 297402, Houston, Texas 77297 Attention:
Manager, Sponsored Programs.

4.5 Nopayments due or royalty rates under this AGREEMENT shall be reduced as the
result of co-ownership of LICENSED SUBJECT MATTER by BOARD and
UCENSEE.

V. SPONSORED RESEARCH
5.1 [fLICENSEE desires to fund sponsored research within the LICENSED SUBJECT

MATTER, and particulaly where LICENSEE receives for sponsored
research pursuant to a sublicense under this , ICENSEE
shalleiﬁngdaﬂoppoduniﬁ&stocondudsud\ research

(induding dinical trials, if applicable), shall solicit research lor dinical proposals
from MDA for such purpese, and shall give faith consideration to fundi
su@mposalsﬁomNDAtotr\eextetnmwlggolsasmemoum, wpabil‘rtya:g
interest in drug development, induding animal testing, drug formulation,
phanmacokinetics, and dinical testing of the LICENSED SUBJECT MA-
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6.1

7.1

7.2

7.3

VI. PATENTS AND INVENTIONS

If after consultation with LICENSEE it is agreed by MDA and LICENSEE that a
new patent application should be filed for ICENSED SUBJECT MATTER, MDA
will prepare and file appropriate patent applications, and LICENSEE will pay the
cost of searching, preparing, filing, prosecuting and maintaining same. If
LICENSEE notifies MDA that it does not intend to pay the cost of an application,
orifUCENSEEdo&snotrespondornakeaneffodtoagrethMDAonthe
disposition of rights of the subject invention, then MDA may file such application
at its own expense and LICENSEE shall have no rights to such invention. MDA
shall provide UCENSEE with a copy of the application for which UCENSEE has
paid the cost of filing, as well as copies of any documents received or filed during
prosecution thereof.

Vil. INFRINGEMENT

LICENSEE shall have the obligation of enforcing at its expense any patent
exdusively licensed hereunder agalnst infringement by third parties and shall be
entrtledtoretaunrecoveryfran mmmﬁmm fifty
percent (50%) recovery to extent monetary
rewvaybyUCENSaE?:yexoeedsmmmeinbu:sedomﬁf-pod(etliﬁgaﬁmwsts
andisheldtobedamagesora reasonable royalty in lieu thereof. Intheeventthat
LICENSEE does not file suit against an i aﬁerofsa.ld'lpatentsmmmsux(S)
months of knowedge thereof, then MDA BOARD shall have the right to
enforce any patent licensed hereunder on behalf of itself and LICENSEE (MDA
retaining all recoveries from such enforcement) and/or reduce the license granted
hereunder to non-exclusive.

MDA and BOARD shall have the right, but not the obligation, to take any and all
actions to protect its interests in the LICENSED SUBJECT MATTER in the event
of suit or threat of suit, by a third party for LICENSEE's alleged infringement of
third party's proprietary rights as a result of commerdialization of a LICENSED
PRODUCT, induding but not limited to assuming control of legal actions deemed
neomyinthesdejudgementofBOARDandmAtoprotedBOARDsand
MDA's interests.

In any suit or dispute involving an infringer, the parties shall cooperate fully, and

upon the request and at the expense of the party bringing suit, the other party shall
make available to the party bringing suit at reasonable times and under appropriate
conditions all relevant personnel, records, papers, information, samples,
specimens, and the like which are in its possession.
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VIIl. PATENT MARKING

8.1 LICENSEE agrees that all packaging containing individual LICENSED

9.1

10.1

111

PRODUCT(S), and documentation therefor, sold by LICENSEE, SUBSIDIARIES,
and sublicensees of LICENSEE will be marked permanently and legibly with the
number of the applicable patent(s) licensed hereunder in accordance with each
country's patent laws, induding Title 35, United States Code.

IX. INDEMNIFICATION

LICENSEE shall hold harmless and indermnify BOARD, SYSTEM, MDA, its
Regents, officers, employees, students, and agents from and against any daims,
demand, or causes of action whatsoever, costs of suit and reasonable attomey's
fees induding without limitation those costs arising 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.

X. USE OF BOARD AND COMPONENT'S NAME

LICENSEE shall not use the name of (or the name of any employee of) MDA,

SYSTEM or BOARD without the advance, express written consent of BOARD
seared through:

The University of Texas

M. D. Anderson Cancer Center
Office of Public Affairs

1515 Holcombe Boulevard

Box 229

Houston, Texas 77030
ATTENTION: Stephen C. Stuyck

Xi. CONFIDENTIAL INFORMATION

MDA and LICENSEE each agree that all information contained in documents
marked "confidential” which are forwarded to one by the other shall be received in
strict confidence, used only for the purposes of this AGREEMENT, and not dis-
closed 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 (a) was in the public domain at 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 recipi-
ent party by a third party having the right to disclose it, (d) was already known by
the recipient party at the time of disclosure, (e) was independently developed or
g)bli%;guiredtobesubnitted to a government agency pursuant to any preexisting
igation.
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11.2 Each party's obligation of confidence hereunder shall be fulfilled by using at least
the same degree of care With the other party’s confidential information as it uses
o protect its own confidential information. This obligation shall exist while this

AGREEMENT is in force and for a period of three (3) years thereafter.
Xll. ASSIGNMENT

121 This AGREEMENT may not be assigned by LICENSEE without the prior written
consent of MDA,

XHl. TERMS AND TERMINATION

13.1 Subject to Articles 13.2, 13.3 and 13.4 hereinbelow, the term of this AGREEMENT
shall extend from the Effective Date set 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, for
a term of fiteen (15) years.

13.2 MDA shall have the right at any time after the EFFECTIVE DATE of this
AGREEMENT to terminate the license to any LICENSED SUBJECT MATTER or
any use of application thereof granted herein in any national political jurisdiction

within the LICENSED TERRITORY if LICENSEE, within ninety days after written
notice from MDA of such intended temination, fails to provide wrtten evidence
satisfactory to MDA that LICENSEE hascormleraahzedorlsacuvelyand

jvely attempting to commercialize any aspect of LICENSED SUBJECT
MATTER licensed hereunder within such jurisdiction(s). Accurate, written
evidence provided by LICENSEE to MDA within said nlnety(QO)daypenodthat
LICENSEE has an effective, ongoing and active research, development,
manufacturing, marketing, or sales program, as appropriate, directed toward
obtaining regulatory approval and/or production and/or sale of LICENSED

incorporating PATENT RIGHTS or incorporating TECHNOLOGY
RIGHTS within such jurisdiction shall be deemed satisfactory evidence

13.3 Subject to any rights herein which survive temination, this AGREEMENT will
earlier terminate in its entirety.

(@) automatically if LICENSEE shall become bankrupt or insolvent and/or if the

business of LICENSEE shall be placed in the hands of a receiver or trustee,
whether by voluntary act of LICENSEE or ctherwise; or
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(c)

(i) upon thirty (30) days written notice by MDA if UCENSEE shall breach
or defauit on the payment obligations of ARTICLE IV, or use of name
obligations of ARTICLE X; or (i) upon ninety (90) days written notice by
MDA if LICENSEE shall breach or default on any other obligation under this
AGREEMENT; provided, however, UCENSEE may avoid such temination
if before the end of such thirty (30) or ninety (90) day period if LICENSEE
provitles notice and accurate, written evidence satisfactory to MDA that
such breach has been cured and the manner of such cure, or.

B%t%tlrre by mutual written agreement between LICENSEE, MDA and
or without cause upon one hundred eighty (180) days written
notice by UCENSEE to MDA and BOARD, subject to any provisions herein
which survive termination.

13.4 Upon temmination of this AGREEMENT for any cause:

(a)
(b)

©

(d)

nothing herein shall be construed to release either party of any obligation
matured prior to the effective date of such temination.

LICENSEE covenants and agrees to be bound by the provisions of
ARTICLES 1X, X AND Xl of this AGREEMENT.

LICENSEE may, after the effective date of such termination, sell all Li-
CENSED PRODUCTS and parts therefore that it may have on hand at the
date of temmination, provided that LICENSEE pays the eamed royalty
thereon and any other amounts due pursuant to ARTICLE IV of this
AGREEMENT.

LICENSEE grants to MDA and BOARD a non-exclusive royaity bearing

license with the right to sublicense others with respect to i%verrents
made by LICENSnIgE (including improvements licensed by LI EE from
third parties) in the LICENSED SUBJECT MATTER. LICENSEE and MDA
agree to jate in good faith the royalty rate for said non-exclusive
license. 'S right to sublicense others hereunder shall be solely for
purposes of permitting others to develop and commercialize the entire
technology package.

XIV. WARRANTY: SUPERIOR-RIGHTS

14.1 Except for the rights, if any, of the Government of the United States as set forth
hereinbelow, BOARDreprmatsandwanantsﬂsbehefﬁatrtastlnmcfthe
entire right, title, and interest in and to LICENSED SUBJECT MATTER, and that
ithasthesolerighttograntliomses thereunder, and that it has not knowingly
granted licenses thereunder to any other entity that would restrict tights granted
hereunder except as stated herein.
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14.2 LICENSEE understands that the LICENSED SUBJECT MATTER my have been
developed under a funding agreement with the Govemmsnt of the United States
of America and, if so, that the Govemmsnt may have certain rights relative thereto.
This AGREEMENT is explicitly made subject to the Government's rights under any
such agreement and any applicable law or regulation, including P.L. 96-517 as
amended by P.L. 98-620. To the extent that there is a conflict between any such
agreement, applicable law oo egyuifztiion and this AGREEMENT, the terms of such
Government agreement, applicable law of regulation shall prevail.

14.3 LICENSEE understands and agrees that BOARD, by this AGREEMENT, makes
o0 bility b o o O ot o ot o aﬁ‘ei“'wiii‘eﬁfﬁaﬁq"
approvability by regulatory a jties, time an 0 opment ility,
and/or breadth of the LICENSED SUBJECT MATTER. BOARD, by this AGREE:
MENT, makes no representation as to whether there are any patents now held, or
which will be heid, by others or by BOARD in the LICENSED FIELD, nor does
BOARD make any representation that the inventions contained in PATENT
RlGHTSbYBOg%Bdinﬁngeanyomeatmtsnwhddwmwllbehddbyomas
or )

14.4 LICENSEE, by execution hereof, acknowledges, covenants and agrees that
LICENSEE has not been induced in anyway by BOARD, SYSTEM, MDA or
employees thereof to enter into this Agreement, and further agrees that LICENSEE
has conducted sufficient due diligence with respect to all items and issues
pertaining to Article XIV herein and all other matters pertaining to this Agreement
and agrees to accept all risks inherent herein.

xv. GENERAL

15.1 This AGREEMENT constitutes the entire and only AGREEMENT between the
parties for LICENSED SUBJECT MATTER and all other prior negotiations,
representations, agreements and understandings are superseded hereby. Nth
agreements altering or supplementing the terms hereof may be made except by
means of a witten document signed by the duly authorized representatives of the
parties.
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15.2

16.3

16.4

16.5

15.6

16.7

Any notice required by this AGREEMENT shall be given by prepaid, first dass,

certified mail, return receipt requested, and addressed in the case of MDA and
BOARD to

BOARD OF REGENTS

The University of Texas System

201 West Seventh Street

Austin, Texas 78701

ATTENTION: Office of General Counsel

and: The University of Texas
-MD. Anderson Cancer Center
Office of Technology Development
1020 Holcombe Boulevard, Suite 1405
Houston, Texas 77030
ATTENTION: William J. Doty

or in the case of LICENSEE to:

ATTENTION:

or such other address as may be given from time to time under the terms of this
notice provision.

LICENSEE covenants and agrees to comply with all applicable federal, state and
local laws and regulafions’in connection with its activities pursuant to this
AGREEMENT.

This AGREEMENT shall be construed and enforced in accordance with the laws
of the United States of America and of the State of Texas.

Failure of BOARD or MDA to enforce a right under this AGREEMENT shali not act
as a waiver of that right or the ability to later assert that right relative to the
particular situation involved.

Headings included herein are for convenience only and shail not be used to con-
strue this AGREEMENT.

if any provision of this AGREEMENT shall be found by a court to be void, invalid
or unenforceable, the same shall be reformed to comply with applicable law or
stricken if not so conformable, so as not to affect the validity or enforceability of
this AGREEMENT.
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IN WATNESS WHEREOF, parties hereto have caused their iy authorized
representatives to execute this AGREEMENT.

ME UNIVERSITY OF TEXAS BOARD OF REGENTS OF THE
M.D. ANDERSON CANCER CENTER UNIVERSITY OF TEXAS SYSTEM
: By
David J. Bachrach Ray Farabee
Executive Vice President Vice Chancellor and
for Administration and Finance General Counsel
APPROVED AS TO CONTENT: APPROVED AS TO FORM:
. By :
William J. Doty Dudiey R Dobie, Jr.
Director, Technology Development Manager, Inteilectual Property

BIOCYTE THERAPEUTICS, INC.:

Jerald S. Cobbs
President and CEO
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EXHIBIT |

1D96-25 "Discovery and targeting of novel giutathione S-transferase-pi (GST-pi)
genes and gene products for diagnosis, pngmisardﬂnmpyofmrmr
and other diseases”

Francis Ali<Osman, Gabriel Lopez-Berestein, John Buolarrwini, Gamil
Antoun, Hui-Wen Lo, Charles Keller, and Olanike Akande, Inventors
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EXHIBIT Il

AMENDMENT NO.
TO THE
PATENT AND TECHNOLOGY UCENSE AGREEMENT

This is AMENDMENT NO. _____ effective this day of , 199
— ("EFFECTIVE AMENDMENT NO. ___ DATE") to the Patent and Technology License
Agreement dated November 15, 1996 (hereinafter referred to as the "AGREEMENT"), by
and between THE UNIVERSITY OF TEXAS M.D. ANDERSON CANCER
(hereinafter referred to as "MDA"), located at Houston, Texas, and which is a
institution of ME UNIVERSITY OF TEXAS SYSTEM (hereinafter referred to as
"SYSTEM") which is by a BOARD OF REGENTS (hereinafter referred to as
"BOARD") %2 1 ON#0~ THERAPEUTICS, INC,, located at _ 5599 San Felipe, Suite
301, Houston, Texas, 77056 (hereinafter referred to as "LICENSEE").

RECITALS

A BOARD is the owner of the PATENT AND TECHNOLOGY RIGHTS of the
invention entitled " " (UTMDACC Ref UTSC:.
— ("NEW INVENTION(S)").

a  LICENSEE is a company interested in the devel and commercialization of
new technologies directed to the treatment of diseases, to which end
LICENSEE, MDA and BOARD entered into the AGREEMENT noted  hereinabove.

c. LICENSEE wishes to add the NEW INVENTION(S) to its rights and obligations
under the AGREEMENT.

D.  BOARD and MDA wish to grant LICENSEE rights to the NEW INVENTION(S)
under the AGREEMENT to promote its (their) practical development for the benefit
of the MDA's patients and for the benefit of the people of the state of Texas.

E  Thedefinitions set forth in the AGREEMENT shall apply in this AMENDMENT NO.
-I\K_J' except to the extent that a definition herein is specific to this AMENDMENT
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AMENDMENTNO. e
Page 2

NOW, THEREFORE, in consideration for the mutual covenants contained herein, the
sufficiency of which is hereby acknowledged, the parties hereby agree to the following:

1.

AVENDED TERMS

EXHIBIT | to the AGREEMENT is hereby amended to include the NEW
INVENTION(S) attached hereto as EXHIBIT A

In addition to the reimbursements for patent expenses provided for under the
AGREEMENT and all other amendments thereto, LICENSEE shall reimburse MDA
within thirty (30) days of the EFFECTIVE AMENDMENT NO. ___ DATE for all
outstanding a n d unreimbursed patent expenses related to the NEW
INVENTION(S) and shall further reimburse MDA for all future and continuing patent
expenses for the NEW ‘INVENTION(S) pursuant to Artidle 4.1(a) of the
AGREEMENT for the term of the AGREEMENT, pursuant to invoicing by MOA.

OTHERWSE, the tenms and provisions of the original AGREEMENT and all

previous amendments thereto shall remain in full force and effect, provided, however, that
in the event of a conflict in the terms and conditions between this AMENDMENT NO. _
_ and the AGREEMENT, the terms and conditions of the AGREEMENT shall prevail.

IN WITNESS WHEREOF, the parties hereto have caused their duly authorized

representatives to execute this AVENDMENT NO. ___,

THE UNIVERSITY OF TEXAS BOARD OF REGENTS OF THE
M.D. ANDERSON CANCER CENTER UNIVERSITY OF TEXAS SYSTEM
B David J. Bachrach % Ray Farabee

Executive Vice President Vice Chancellor and

for Administration and Finance General Counsel
APPROVED AS TO CONTENT APPROVED AS TO FORM

. By ,
Wiliam J. Doty Dudley R Dobie, Jr.
Director, Technology Development Manager, Intellectual Property

BIOCYTE THERAPEUTICS, INC.

By

Jerald S. Cobbs
President and CEQ = 170 -



EXHIBIT A
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STOCK PURCHASE AGREEMENT

BY AND AMONG

BIOCYTE THERAPEUTICS, INC,

THE BOARD OF REGENTS
OF TEE UNIVERSITY OF TEXASSYSTEM

AND

THE UNIVERSITY OF TEXAS
M.D. ANDERSON CANCER CENTER

= 172 =



P&H Draft: 10/4/96

STOCK PURCHASE AGREEMENT

This STOCK PURCHASE AGREEMENT (this “Agreement’)is entered into as of , 1996,
by and between Biocyte Therapeutics, Inc., a Delaware corporation (“Company™), the Board of Regents (the
“Board of Regents™) of the University of Texas System, an agency of the State of Texas, and The University of
Texas M.D. Anderson Cancer Center, a component institution of such System (“MDA”").

WITNESSETH:

WHEREAS, the Company, MDA and the Board of Regents propose to enter into that certain Patent and
Technology License Agreement dated as of November 14, 1996 (the “License Agreement’);

WHEREAS, the Company desires to issue and sell to the Board of Regents shares of the Company’s
common stock, par value $.001 per share (the “Common Stock™), as partial consideration for the Board of
Regents’ and MDA's agreement to enter into the License Agreement (such shares 1o be issued in the name of the
Board of Regents for the benefit of MDA); and

WHEREAS, the Board of Regents desires t0 purchase shares of Common Stock pursuant to the terms
and conditions contained herein

NOW, THEREFORE, for and in consideration of the premises, and the mutual and dependent promises
contained herein, and other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto hereby agree asfollow:

ARTICLE 1
PURCHASE AND SALE

11 Purchase and Sale of BTI Stock  Subject to the terms and conditions of this Agreement, at
the Closing, the Company agrees to issue and sell to the Board of Regents, and the Board of Regents agrees to
purchase and accept from the Company, (i) shares of Common Stock (the “BTI Shares™), and (i)
pursuant to Section 1.4, the right to receive Contingent Warrants to purchase shares of Common Stock on the
closing of Qualified Investments (as heremafter defined) on or before the occurrence of the first Triggering Event
(as hereinafter defined). In consideration of the sale of the BTI Shares and the right to receive the Contingent
Warrants, a the Closing, the Board of Regents and MDA shall enter into the License Agreement with the
Company (tbe “‘License Consideration’).

1.2 Clesing. Consummation Of the transactions contemplated by this Agreement (the “Closing™)
shall toke place at the offices of Porter & Hedges, L.L.P., 700 Louisiana Street, Suite 3500, Houston, Texas
77002, at__ am on 1996, or at such other time and place as all parties hereto may
mutually agree in writing. The date upon which the Closing occurs is referred to herein as the “Closing Date”
Notwithstanding, anything herein to the contrary, if the Closing has not occutred by . 1996, either
tbe Company or the Board of Regents shall have the right to terminate this Agreement.

1.3 Closing Deliveries. At the Closing, (3) the Company shall deliver to the Board of Regents one
certificate representing all the BTI Shares, such certificate to represent duly authorized, validly issued, fully paid
ad non-assessable shares Of Commeon Stock, sufficient and in good form to properly transfer such shares to the

- 173 =



Board of Regents as st forth in Section 1.1, (b) the Board of Regents and MDA shall 0dliver the License

Consideration to the Company, and (¢) the Company, the Board of Regents and MDA shall detiver t0 0N another
all other documents, instruments and agreements required under thiS Agreement.

1.4 Contingent Warrants.

(a) Generally. Upon the Closing of each Qualified Investment occurring on or prior to the
firgt Triggering Event, the Company shall issue to the Board of Regents awarrant (singly, the “Contingent
Warrant” and collectively, the “Contingent Warrants') to purchase shares of Common Stock based op a
formula applied on the closing of such Qualified Investment. No Contingent Warrant shall be exercisable prior
to the occurrence of the tint Triggering Event, and no Contingent Warrants shall be issued or issuable after the
first occurrence of a Triggering Event. The actual mumber of shares of Common Stock subject to each Contingent
Warrant shall be computed as to each Qualified Investment using the formula described in section |.4(b) below.
The initid exercise price per share of Common Stock subject to each Contingent W-t shall be the Exercise
Price attributable to the Qudlified Investment resulting in the issuance Of such Contingent W-t.  The parties
hereto acknowledge and agree that no Contingeat Warrants shall be issued by the Company to the Board of
Regents With respect to the Initial Financing. The Contingent Warrants shatl (i) have a five year term from the
date of issuance (ii) be non-transferable other than to Affiliates of the Board of Regents (as defined in Section
2.7); (iii) provide for unlimited “piggy-back” registration rights for a period of five yeers from the date of
issuance; and (iv) contain standard adjustments to the exercise price and the number of shares of Common Stock
subject to such Contingent W-t. The Contingent Warrants to be issued on each Qualified Investment shall
be substantially in the form attached hereto as Exhihit A.

®) Formula for calculation of Number of Shares. Upon the closing of a Qualified
Investment, the. initid number of shares of common stock undertying the contingent w-t to be issued
pursuant to Section 1.4(a) shall be computed based the quotient of(i) the Board of Regents Post-Preferred
Retun, divided by (ii) the Exercise Price per share paid by the Qualified Investor(s) in such Qualified Investment.
By way of example, attached hereto as Schedule 1.4(b) is a calculation of the amount of Contingent Warrants
to be issued to the Board of Regentsin the. event of Initid Fg of $2,000,000, with subsequent Qualified
Investments Of $5,000,000, $10,000,000 and $30,000,000, respectively, together with the other assumptions set
forth in such schedule.

(©) Termination. Upon satisfaction by the Company of its obligations under this Section
14 on tk occwrrence of the first Triggering Event, the Company shall have no further obligation to issue to the
Board of Regents any additional Contingent Warrants under this section 1.4,

(d) Certain Defined Terms. As used in this Section 14, the following terms have the
meaning Set forth below:

“Exercise Pricg’ means, with respect t0 any Qualified [nvestment, the price pa share
of Common stock paid by the Qualified Investor(s) in such Qualified Investment. In the event
the Qualified Investment iS in securities of the Company convertible into Common Stock, such
Exercise Price shall be computed as if the securities were converted into Common Stock on the
investmentdate..

“Initid Fnancing” means a cash invesment in equity capitd of the Company
facilitated by Harris Webb & Garrison (“HWG™) (which may include a direct investment by
HWG, among others) of not less than $1,000,000, which investment shall be consummated
simultaneously with the Closing pursuant to Section 4. 1(h).
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1.5

“Board of Regents Post-Preferred Rerurn” means With respect to any Qualified
[nvestment, the product of (x) 50%, multiplied by (v) the difference between (A) the New Vaue
attributable to such Qudified Investment and (B) 1.5 times the Old Value attributable t0 all
previous Qualified [nvestments. Solely, for purposes of the definitions of the Board of Regents
Post-Preferred Return, New Vaue and Old Value, the Initial Financing shall constitute @
Qualified Investment.

“New Value” means, with respect to any Qualified Investment, the product of the (x)
Exercise Price attributable to the Qualified Investment & issue, multiplied by (y) the total
pumber Of shares of Common Stock ettributable to all previous Qualified Investments
(computed on an as-if-converted basis).

“Old Vaiue™ means, with respect to any Qualified Investment, the aggregate cash
investment attributable to such Qualified Investment.

“Qualified Jmvestment” means a cash investment (or a series Of related investments
within a twelve month time period) by a Qualified Investor or group of Qualified Investors in
Common Stuck or other securities of the Company, which by their terms, are convertible into
Common Stock, in an aggregate amount of not less than $1,000,000. For purposes of this
definition cash investments by non-Affiliated Qualified Investors (or groups thereof) shall not
be aggregated for purposes of the $1,000,000 limitation described herein.

“Qualified Investor” means axry person other than the Board of Regents, HWG or any
of their respective Affiliates (as defined in Section 2.5).

“Triggering Event” means the carliest of the following events to occur: (w) the
consummation of an initial public offering involving the sale of Common stock by the company
to the general public m a bona fide firm commitment underwritten public offering pursuant to
a registration statement filed with, and declared effective by, the Securities Exchange
Commission under the Securities Exchange Act of 1933, as amended, pursuant to which the
Company receives gross proceeds of at least $10,000,000, and with the Common Stock having
an initial pm-chase price to the public of not less than $5.00 per share; (x) any consolidation,
merger or other reorganization involving the Company and in which the surviving corporation
is nesther the Company nor its Affiliates (as defined in Section 2.7 and as existed prior to such
consolidation, merger Or reorganization); (y) any transaction or series of related transaction
whereby the then existing stockhoiders of the company propose to transfer in excess of 50%
of the Company's voting power (other than to Affiliates of the Company as defined in section
2.7); or (z) sale or transfer Of more than 50% by value of the assets of the Company (other than
to Affiliates of the Company as defined in section 2.7).

Legend. In addition to any other legends required by law or other agreements entered into in

commnection herewith, the certificates representing the BTI Shares, Contingent Warrants or any shares of Common

Stock issued pursuant

to the exercise of a Contingent Warrant (collectively, the “Securities’™ shall bear a legend

substantially to the effect that (a) the Securities have not heen registered under the Securities Act of 1933, as

amended (the “Securities Act”) or registered or qualified under the securities laws of any state, and (b) the
Securities May Nnot be sold or otherwise transferred in the absence of such registration and qualification, unless
(i) pursuant to a registration statement Which has been filed With tk Securities Exchange Commission and has
become effective, and pursuant to any registration and qualification requirement under any applicable state
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secunties laws or (i) the Company receives an opinion of counsel reasonably acceptable to it stating that such
sde or transfer is exempt from the registration and qualification requirements of the Securities Act and any
applicable state secunties laws.

ARTICLE 2

REPRESENTATIONS AND WARRANTIES
oF THE COMPANY

The Company represents and warrants to MDA and the Board of Regents that the following
representations and warranties are true and correct as of the date hereof

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

2.2 Authority and Enforcegbility. The Company has the requisite power and authority to enter
into and perform its obligations under this Agreement, the Stockholders' Agreement and the License Agreement,
and no approval or consent of any person, third party or governmental agency or body iS necessary in connection
therewith. This Agreement, together with all other agreements, documents and instruments executed in
commection herewith by the Company, inctuding, without limitation, the Stockholders’ Agreement, the License
Agreement, constitute, or will constitute upon its execution and delivery by the Company, valid and legally-
binding obligations of the Company, and are enforceable against the Company in accordance with their terms,
subject to bankruptcy, receivership, insolvency, reorganization, moratorium or other smilar laws affecting or
relating to creditors rights generally and subject to general principles of equity.

2.3 No Violaions or Conflicts. Neither the execution and delivery of this Agreement, the
Stockholders’ Agreement or the License Agreement by the Company nor the performance by the Company of
its obligations thereunder will (@) violate a conflict with any provison of tbe charter d-mts, or bylaws, as
amended 10 date, of tk. Company; (b) violate or conflict with any provision of any statute, law, code, ordinance,
rule, regulation, order, permit, license, certificate, writ, judgment, injunction or decree promulgated by any federal,
dtate or local governmental body a authority (collectively, the “Laws’), applicable to the Company, or its
businesses or assets; (¢) result in a breach of, or constitute a defauit (or with notice or lapse of time or both result
in a breach of or constitute a default) under or otherwise give any person the right to terminate or accelerate
payment under or performance of any note, bond, loan agreement, contract, lease, li-, franchise, permit, or
other agreement or it to which the Company is a party or to which any of its assets are subject; or (d)
result in, a require the creation aimposition of any security interest, mortgage, deed of trust, pledge, lien or
other encumbrance of any nature whatsoever (collectively, the “Encumbrance”) upon or with respect to any of
tk assets of the Company. The Company is not in violation of its charter documents or bylaws as ammded to
date, or in default in the performance a observance of any note, bond. loan agreement, contract, lease, license
franchise, permit or other agreement or instrument to which the Company is a party or to which any of its assets
are subject, except to the extent such defauit would not have a material adverse effect on the Company’s business
prospects or financial position.

2.4 Litigation. There are no legal a govemmental proceedings pending to which the Company is
a party or of which any property of the Company is the subject.
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2.5 Capitdization.  The total number of shares of all classes of stock which the Company has
authority to issue is shares,of which __ shares are designated common stock,
par value per share, and shares are designed preferred stock, par value §_____ er
share. Immed|ately precedmg the Closing Date, the issued and outstanding shares of the capital stock of
Company is set forth on Schedule 25. Upon issuance of the BTI Shams to MDA in accordance with the terms
and conditions hereunder, such BTI Shares shall represent duly authorized, validly issued, fully paid, and non-
assessable shares of the Company’s Common Stock. No shares of the Company’s capital stock have been issued
in violation of the Company’s charter documents or bylaws, or the preemptive rights of any person. Other than
as contemplated hereby or as set forth on Schedule 2.5, there are no outstanding subscriptions, options, rights,
warrants, cals, preemptive rights, convertible securities, or other agreements or commitments of any kind
obligating tbe Company to sell, convey, issue, exchange, transfer from treasury, or otherwise dispose of , any
additional shares of any class of tbe Company’s capital stock, or other equity or debt security of the Company.
The shares of Commen Stock, if any, to be issued upon the exercise of tbe Contingent Warrants pursuant to the
terms thereof shall be reserved by the Company upon issuance of the Contingent Warrants and such shares, when
issued, shall represent duly authorized, validly issued, fully paid and non-assessable shares of the Company
common  stock.

2.6 Subsidiaries. The Company has no subsidiaries.

2.1 Broken. Except as set forth on Schedule 2.7, neither the Company nor any of its Affiliates
have employed any broker, ageat, investment banker or finder, or incurred any liability for any brokerage fees,
agent's fees, commissions, investment banking fee or finder’s fee i connection with the transactions contemplated
by this Agreement.

For purposes Of this Agreement, the term “Affiliate, " (including the term “Affiliated™’) when used to
indicate a relationship with any person, shall mean: any person that directly, or indirectly through one or more
intermediaries, controis, or is controlled by, or is under common control with, or is an officer or director of, such
person. As used in the. definition Of Affiliate, the term “control” (including the tams "controlling," "controlled
by” or "under common control With") means the possession, direct or indirect, of the power to dire4 cause the
direction Of Or influence the management and policies of aPerson, whether through the ownership of voting
securities, by contract, through the holding of a position as a director or officer of such person, or otherwise.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF MDA

MDA and tk Board of Regents hereby, jointly and severaly, represent and warrant that the following
representations and warranties are true and correct as the date hereof:

3.1 Organizetion. MDA is a component institution Of the University of Texas System, which is
an agency of the State of Texas.

3.2 Authority and Enforceability. MDA and the Board of Regents have the requisite power and
authority to enter into and perform its obligations under this Agreement, the Stockholders’ Agreement and the

License Agreement, and no approval or consent of any person, third party or governmental agency or body (other
than the Board of Regents in the case of MDA) is necessary in connection therewith. This Agreement, together
with all other agreements, documents, certificates and instruments executed by MDA in connection therewith,
including, without limitation, the Stockholders’ Agreement, License Agreement, condtitute, or will constitute upon
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its execution by MDA, valid and legdly-binding obligations of MDA, and are enforceable against MDA, in

accordance with their terms, subject to (i) the Constitution and the laws of the State of Texas and (ii) bankruptcy,

receivership, insolvency, reorganization, moratorium or other Smilar Laws affecting or refating to creditors' rights
generally and subject to genera principles of equity.

33 No Viodlations or Conflicts. Neither the execution and delivery Of this Agresment, the
Stockholders' Agreement or the License Agreement by MDA or the Board of Regents nor the performance by
MDA or the Board of Regents of its obligations thereunder will: (&) violate or conflict with any provision of the
charter documents, or bylaws, as amended to date, of MDA or the Board of Regents; (b) violate or conflict With
any provision of any Laws applicable to MDA or the Board of Regeats, or their respective businesses or assets;
or (c) result in a breach of, or constitute a default (or with notice or lapse of time or both result in a breach of or
constitute a default) under or otherwise give any person the right to terminate or accelerate payment under or
performance of any contract, license, or other agreement Or instrument relating to any Licensed Subject Matter
(as such term is defined in the License Agreement) or with respect to MDA’ s and the Board of Regent’s
obligations t0 the Company with respect to new inventions pursuant to the License Agreement.

34 Invesment Representations. Each of MDA and the Board of Regents acknowledges,
represents and agrees that:

(a) the BTI Shares, the Contingent Warrants and the shares of Common Stock issued
pursuant to the exercise 0f the Contingent Warrants (collectivety, the “Securities™ have not, or will not
have been registered under the Securities Act, or registered or qualified under any applicable state
secunities laws:

(b)  the Securities are being issued, ar will be issued, hereunder in reliance upon exemptions
from such registration or qualification requirements, and the availability of such exemptions depends
in part upon MDA'’s bona fide investmeat intent with respect to the Securities.

(c) the acquisition of the Securities iS Solely for its own account for investment, and are not
being acquired for the account of any other person or with a view toward resale, assignment,
fractionalization, or distribution thereof:

(d) neither MDA oor the Board of Regents shall offer for sale, sdll, transfer, pledge,
hypothecate or otherwise dispose of any of the Securities except in accordance with the registration
requirements of the Securities Act and applicable state securities laws or upon delivery to the Company
of an opinion Of legd counsel reasonably satisfactory to the Company thet an exemption from

registration S available;

(e) MDA and the Board of Regents have such knowledge and experience in financtal and
business matters that it is capable of evaluating the merits and risks of an investment in the Securities
and making an informed investment decision;

® MDA and the Board of Regents have had the opportunity to ask questions of, and
receive answers from the Company’s officers and directors concerning the acquisition of the Securities
and to obtain such other information concerning the Company and the Securities, to the extent they
possessed the same or could acquire it without unreasonable €effort or expense, as MDA or the Board of
Regents deemed necessary in connection with making an informed investment decision;
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(2) since the Securities have not. or will not have been registered under the 1933 Adt or
applicable state securities laws, MDA and the Board of Regents must bear the economic risk of holding
the Securities for an indefinite period of time, and is capable of bearing such risk; and

(h) the Company has been formed cIring the past year as a start-up business and has no
financial or operating history, and accordingly, the investment in the Securities involves subdtantia sk,
including, without limutation, the complete [0ss thereof.

35 Brokers. Nether MDA, the Board of Regents nor any of their respective Affiliates have
employed any broker, agent, a finder, o incurred any liability for any brokerage fees, agent's fees, commissions
or finder's feeSin connection with the transactions contemplated herein,

ARTICLE 4

CONDITIONS

4.1 Conditions Precedent to Obligations of MpA and the Board of Regents The obligations
of MDA and the Board of Regents to consummate the transactions contemplated by this Agreement shail be
subject to the satisfaction of the following conditions, at or before the Closing:

(a) Representations and Warranties of the Company True on Closing Dare. The
representations and warranties of the Company herein contained shall be true as of and at the Closing
Date in all material respects with the same effect as though made at such date, except as affected by
transactions permitted a contemplated by this Agreement; the Company shall have performed and
complied in all material respects with all covenants required by this Agreement to be performed or
complied with by the Company before the Closing Date; and the Company shail have delivered to MDA
a certificate dated the Closing Date and signed by an authonzed officer of the Company to both such
effects;

(b) Certificates Of Public Officials. The Company shall have delivered to MDA
certificates Of existence and good standing of a recent date with respect to the Company in each
jurisdiction where the Companmy owns property or conducts operations;

(©) No Litigation. No suit, actiom, or other proceeding shall be pending or threatened in
which it will be, or it is, sought to restrair or prohibit or to obtain damages or other relief in connection
with this Agreement or the consummation Of the transactions contemplated hereby;

) Opinion of Counsel of the Company. MDA shall have received a favorable opinion,

dated as of the Closing Date, from Porter & Hedges, L.L.P., counsel for the Company, in form and
substance reasonably acceptable to MDA,

{e) Tender of Stock. The Company shall have delivered to MDA a certificate representing
the BTI Shares;

H License Agreement. The Company shall have entered into the License Agreement with
MDA and the Board of Regents on terms and conditions acceptable to MDA and the Board of Regents;
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(g) Sockholders ~ Agreement. HWG and dl ot her stockholder purchasing shares of
Common Stock, or secunties of the Company convertible into Common Stock. at or prior to the Closing
shall have executed and delivered an adoption agreement with respect t0 &l the terms and conditions of
the Company’s Stockholders Agreement dated , 199%.

(h) Imitial Financing. The consummation and closing of the Initial Financing shall occur
concurrently with the Closing.

(1) Consents and Approvals. Tk Company shall have obtained any consents Or approvals
from third parties {including, any from govemmental bodies or authorities) which are required ynder any
laws or by agreement in order to consummate the transactions wntemplated hereby; and

) Other. All other items required to be delivered hereunder or as may be reasonably
requested Dy MDA or the Board of Regents to facilitate the Closing, in form and substance reasonably
satisfactory to MDA, shall have been delivered to MDA or the Board of Regents.

4.2 Conditions Precedent to Obligations of the Company. The obligations of the Company to

consurumate the transactions contemplated by this Agreement shall be subj ect  to the satisfaction of the following
conditions, at or before the Closing:,

) Representations and Warranties of MDA and the Board of Regents True on Closing
Date. The representations and warranties of MDA and the Board of Regents herein contained shall be
true as of and at the Closing Date in all matertal respects with the same effect as though made at such
date, except as affected by transactions permitted or contemplated by this Agreement; MDA and the
Board of Regents shall have performed and complied in all material respects with all covenants required
by this Agreement to be performed or complied with by them on or before the Closing Date; and each
of MDA and the Board of Regents shall have delivered to the Company a certificate, dated as of the
Closing Date and signed by an authonzed officer of the Board of Regents and MDA to both such effects;

()  No Litigation. No suit, action, or other proceeding brought by any person shall be
pending or threatened in which it will be, or is, sought to restrain or prohibit or to obtain damages or
other relief in connection with this Agreement or the consummation of the transactions contemplated
hereby,

(c) License Agreement. The Board of Regents shall have entered into the License
Agreement with the Company on terms and conditions acceptable to the Company;

(d)  Stockholders ' Agreement. TK Board of Regents shall have executed and delivered an
adoption agreement with respect to al tbe tams and conditions of the Company’s Stockholders’

A - - , 19%;
) Initid Financing. The consummation and closing of the Initial Financing shall occur
concurrently with the Closing.

43 Consents and Approvals. MDA and the Board of Regents shall have been obtained,
any consents or approval from third parties (including from aay governmen tal bodies or authorities)
which are required under any laws or by agreement in order to consummate the transaction contemplated
hereby; and
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(® Other. All other items required to be delivered hereunder or as may be reasonably
requested by the Company to facilitate the Closing, in form and substance reasonably satisfactory to the

Company, shall have been delivered to the Company.

ARTICLE 5
INDEMNIFICATION

5.1 Survival of Representations and Warranties. The representations and warranties contained
herein, shall survive the execution and delivery of this Agreement and the Closing without limitation,
notwithstanding any investigation or due diligence theretofore made by or on behalf of any party hereto. AU
claims for breach of representation or warranty and for indemnification by the Company, MDA or the Board of
Regents with respect to a breach of a representation or warranty must be made in writing, and none of the
Company, MDA or the Board of Regents wall have liability for any such ¢laims unless made. in writing, Al
covenants and agreements contained herein shag survive the Closing without limitation, except as otherwise
provided herein.

52  Indemnmification of MDA and the Board of Regents. In addition to any other remedies
available to MDA and the Board of Regents under this Agreement, at law or in equity, the Company shail
indemnnify, defend and hold harmless MDA, the Board of Regents and their respective Affiliates against and in
respect of any and ail clams, demands, actions, costs, damages, losses, diminution in value, expenses,
obligations, ligbilities, recoveries, judgments, settlements, suits, proceedings, causes of action or deficiencies,
induding interest penalties and reasonable attorneys' fees {collectively, the “Claims™) that such mdemnified
persons shall incur or suffer, which arise, result from or relate to any breach of, or failure by the Company to
perform, any of its representations, warranties, covenants or agreements in or under this Agreement.

5.3  Indemnification of the Company. To the extent authorized by the Congtitution and the laws
of the State of Texas and in addition to any other remedies available to the Company under this Agreement, at
law or in equity, MDA and the Board of Regents shall indemnify, defend and hold harmless the Company and
its Affiliates against and in respect of any and all Claims that the Company shail incur or suffer, which arise,
result from or relate to any breach of, or failure by MDA and the Board of Regents to perform, any of their
respective representations, warranties, covenants Of agreements in or under this Agreement.

54  Indemnification Procedure. Promptly upon the discovery of facts giving rise to a claim for
indemnity under this Article § or the receipt of notice of any Claim, judicial or otherwise, with respect to any
matter as to which jmmssmesss  may be claimed under this Article 5, the indemnified party shall give written
notics thereof to the mdemnifying party together with such information respecting such matter as the indemnified
party shall then have, provided, however, the failure of the indemnified party to give notice as provided herein
shall not relieve tk indemnifying patty of any obligations, to the extent the indemnifying party is not materialy
prejudiced thereby. If indemnification is sought with respect to a third-party (i.e., one who is not a party to thig
Agreement) Claim asserted ot brought against an indemnified party, the indermnifying party shall be entitled to
participate in and to assume the defense thereof, jointly with any other indemnifying party similarly notified, to
the extent that it may wish, with counsel reasonably satisfactory to such indemnified party. After such notice
from the mlemmifymg party to such indemnified party of its election to so assume the defense of such a third-
party Claim, the wlsssstmmg party shall not be liable to such indemnified party for any legal or other expenses
subsequently incurred by the latter in connection with the defense thereof, other than reasonable and necessary
costs of investigation, unless the indemnifying party has failed to assume and diligently prosecute the defense of
such third-party Claim and to employ counsel reasonabiv satisfactory to such indemnified person.  An

- 181 =



indemnifying party who elects not to assume the defense of a third-party Claim shall oot be liable for the fees and
expenses of more than one counsel in any single jurisdiction for &l parties indemnified by such indemnifying
party with respect to such Claim or with respect to Claims separate but simitar Or refated in the same jurisdiction
ansing out Of the same general allegations. Notwithstanding any of the foregoing to the contrary, the indemnified
party wal] be entitled to select its own counsel and assume the defense of any action brought against y if the
indemnifying party fails to select counsel reasonably satisfactory to the indemnified party or if counsel fails to
diligently defend, the expenses of such defense to be paid by the indemnifying party. No indemnifying party shall
consent to entry of any judgment or enter into any settlement wath respect to a claim without the consent of the
iIndessisn] party, which consent shall not be unreasonably withheld. No indemnified party shall consent to entry
of any judgment or enter into any settlement of any such action the defense of which has been assumed by an
indemnifying party without the consent of such indemnifying party, which consent shall not be unreasonably
withheld

5.5 Limitation on Indemnification. The obligations of MDA and the Board of Regents under this
Article 5 are subject to any restrictions Or limitations regarding such obligations under the Constitution and laws
of the State of Texas.

ARTICLE 6
MISCELLANEOUS

6.1 Further Assurances. From time to time, as and when requested by any party hereto, any other
party hereto shall execute and deliver, or cause to be executed and delivered, such documents and instruments
and shal take, or cause to be taken, such further or other actions as may be reasonably necessary to effectuate
tk transactions contemplated hereby, including, without limitation, the transfer to MDA of the entire legdl and
beneficial ownership of the BTI Shares.

6.2 Public Announcements. Except as mutually agreed, none of MDA, the Board of Regents, the
Company nor any of their respective Affiliates shall issue ary press release or public announcement regarding
tk execution of this Agreement or the transactions contemplated hereby, unless in the reasonable judgment of
such person such release is required by applicable securities laws, provided the otha party shall have a reasonable
opportunity to review and approve such release prior to issuance.

6.3 Expenses. MDA, the Board of Regents and the Company shall bear their own respective legal
and accounting fees, and other costs and expenses with respect to the negotiation, execution and delivery of this
Agreement, the Shareholders’ Agreement, the License Agreement, and consummation of the transactions
contemplated hereby.

6.4 Notices and Waivers. Any notice, instruction, authorization, request, demand or waiver
hereunder shall be in writing, and shall be delivered either by personal delivery, by telegram, telex, telecopy or
similar facsimile means, by certified or registered mail, return receipt requested, or by courier or delivery service,
addressed to the parties hereto at the address indicated beneath their respective signatures on the execution pages
of this Agreement, or at such other address and number as a party shall have previously designated by written
notice given to the other parties in the manner hereinabove set forth Notices shall be deemed given when
received, if sent by facimile means (confimation of such receipt by confirmed facsmile transmission being
deemed receipt of commumications Sent by facsimile means); and when delivered and receipted for (or upon the
date of attempted delivery where delivery is refused), if hand—delivered, sent by express courier or delivery
service, or sent by certified or registered mail, return receipt requested.
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6.5 Certain References. Whenever the context requires, the gender of all words USed herein shall
include the masculine, femumine and neuter. References to articles of Sections shall be to Articles or Sections
of this Agreament unless otherwise specified. The headings and captions used in thiS Agreement are solely for
convenient reference and shail not affect the meanin g or interpretation of any article, section or paragraph herein,
or this Agreement. The terms "hereof,” “herein” or "hereunder” shall refer to this Agreement as a whole and not
to any particular article, section or paragraph. Tk terms “including” or “include" are used herein in an iljustrative
sense and not to limit a more general statement When computing time periods described by a number of days
before or after a stated date or event, the stated date or date on which the specified evmt occurs shall not be
counted and the last day of the period shail be counted.

6.6  Successors and Assigns. This Agreement shall bind, inure to the benefit of and be enforceable
by the parties hereto and their respective successors and permitted assigns, and if an individual, by his executors,
administrators, and beneficiaries of his estate by will or the laws of descent and distribution. This Agreement
and the rights and obligations hereunder shall not be assignable or delegable by any party; provided, that MDA
or the Board of Regents may assign their rights and obligations hereunder to an Affiliate.

6.7  Applicable Law. This Agreement shall be governed by and construed in accordance with the
laws of the State of Texas and of the United States applicable in Texas, excluding, however any rule of conflict-
of-laws that would direct or refer the resolution of any issue to the laws of any other jurisdiction. Each party
hereto hereby acknowledges and agrees that it has consulted legal counsel in connection with the negotiation of
this Agreement and that it has bargaining power equal to that of the other parties hereto in connection with the
negotiation and execution Of this Agreement Accordingly, tk parties hereto agree that the rule that an agreement
shall be construed against the draftsman shadl have no application in tbe construction or interpretation of this

Agreement.

6.8  Amendment and Entirety. This Agreement may be amended, modified, or superseded only
by written instrument executed by all parties hereto. This Agreement sets forth the entire agreement and
understanding of the parties with respect to the transactions contemplated hereby and supersedes dl prior
agreements, arangements, and understandings relating to the subject matter hereof. Except as expresdy
permitted by this Agreement, the contents of schedules and exhibits hereto shall not be deemed to negate or
modify amy representation, warranty, covenant or agreement contained in this Agreement Without limiting the
generality of the preceding sentence, any representation, warranty, ¢ovenant a Other agreement contained in any
document, instrument or agreement delivered pursuant hereto or entered into in connection herewith is made in
addition to, and not in lieu of, any representation, warranty, covenant or other agreement contained herein.

6.9 Rights of Parties. Nothing in this Agreement, whether express or implied, is intended to confer
any rights or remedies under or by reason of this Agreement on any persons other than the parties hereto and their
respective successors and assigns, nor shall amy provision give any third persons any rignt of subrogation or
action Ova against any party to this Agreement. Without limiting the generality of the foregoing, it is expresdy
understood that this Agreement does not create any third party beneficiary rights.

6.10 Time of Essence. Tii is of the es- in the performance of this Agreement.

6.11 Counterparts. This Agreement may be exeauted in any number of counterparts, each of which
shall be deemed an original and all which together shall constitute one and the same instrument.
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iN WiTnNESs WHEREOF, this Stock Purchase Agreement is executed and delivered as of the date first
above wntten.

BOARD OF REGENTS:
BOARD OF REGENTS OF THE UNIVERSITY
OF TEXAS SYSTEM

By:
Name:
Title

Address; 201 W. 7th Street
Austin, Texas 7870 1

At Office of the General Counsel
Telecopy: (5 12) 4994523

MDA:
THE UNIVERSITY OF TEXAS

M.D. ANDERSON CANCER CENTER

By:
Name:
Title

Address: 1020 Holcombe Boulevard, Suite 1405
Houston, Texas 7/030
Attn: William J. Doty

Telecopy: (713)

COMPANY:
BIOCYTE THERAPEUTICS
By:

Name:
Title:

Address: 559 San Felipe, Suite 3 10
Houston, Texas 77056
Attn: Jerald S. Cobbs

Telecopy: (713) 993-4696
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DRAFT: 10/4/96

THE SECURITIES REPRESENTED BY THESE WARRANTS AND THE COMMON
STOCK ISSUABLE THEREBY HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT™), OR ANY OTHER
APPLICABLE SECURITIES LAW. TEE SECURITIES REPRESENTED BY THESE
WARRANTS MAY NOT BE TRANSHERRED, EXCEPT PURSUANT TO AN EFFECTIVE
REGISTRATION STATEMENT UNDER, OR IN A TRANSACTION EXEMPT FROM
REGISTRATION UNDER, THE SECURITIES ACT AND IN ACCORDANCE WITH ANY
OTHER APPLICABLE SECURITIES LAWS.

WARRANTS

to Purchase Common Stock of

BIOCYTE THeERAPEuUTICS, INC.

Expiring on, 20

This Common Stock Purchase Warrant (the “Warrant”) certifies thet for vaue recaived, the
Boad of Regents of the Univarsty of Texas Sysem (the “Holde™), or its permitted assgns, is
entitled to subscribe for and purchase from the Company (as hereinafter defined), in whole or in part,
shares of duly authorized, vaidly issued, fully paid and nonassesssble shares of Common
Stock (as hereinafter defined) at the Exercise Price (es hereinafter defined) per share of §
subject, however, to the provisons and upon the terms and conditions hereinafter st forth.
number of Warrants (as herendfter defined), the number of shares of Common Stock purchessble
hereunder, and the Exercise Price therefor are subject to adjustment as hereinafter st forth.  These
Warrants and &l rights hereunder shall expire a 5:00 p.m., Houston, Texas time, on 20
(five years dter the date of grant) (the “Expiration Dae’).

ARTICLE |
Definitions
As usd heran, the falowing terms shdl have the meanings st forth bdow:
11 “Affiliate " Sl mean any person that directly, or indirectly through one or more
intermediaries, contrals, or is contralled by, or is under common contral with, or is an officer or

director of, such person. Asused in the definition of Affiliate, the teem “contral” (induding the terms
“contrdlling, * “contralled by’ or “under common control with”) means the possession, direct or
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indirect, of the power to direct, cause the direction of or influence the management and palices of
a Parson whether through the ownership of vating securities, by contract, through the holding of a
postion as a director or officer of such person, or otherwise

1.2 “Company” shall mean BioCyte Therapetics, Inc., a Ddaware corporation and shall
also indude any successor t her et o With repect to the obligations hereunder, by merger, consolidation
or otherwise

13 “Common Suck” shall mean and include the Company’s Common Stock, par vaue
$.001 per share, now or hereafter authorized and shdl dso indude (i) in case of any reorganization,
reclassification, consolidation, merger, share exchange or sde, trandfer or other digoogtion of ass,
the sock or other securities provided for herein, and (i) any other shares of common stock of the
Company into which such shares of Common Stock may be converted.

1.4 “Exercise Price” shall meantheinitid purchese priceof § per share of Common
Stock payable upon exercise. of the Warrants as adjusted from time to time pursuarnt to the provisons
hereof.

1.5 “Market Price” for any day, when used with reference to Common Stock, shall meen
the price of sad Common Stock determined as fallows (i) the last reported sde price for the
Common Stock on such day on the principal securities exchange on which the Common Stock is
liged or admitted to trading or if no such sale takes place on such date, the average of the dosing bid
and asked prices thereof as offiddly reported, or, if not o0 lisged or admitted to trading on any
securities exchange, the lagt sale price for the Common Stock on the Nasdaq Stock Market on such
date, or, if there shdl have been no trading on such date or if the Common Stock shall not be listed
on such sysem the average of the dosng bid and asked prices in the over-the-counter market as
furnished by ay NASD member firm sdected from time to time by the Company for such purpose
If the price of a share of Common Stock shdl not be so reported, the Market Price of a share of
Common Stock shag be determined in good fath by the Company’s Board of Directors, provided
thet, if the Holder disagrees with the Board's determingtion of the Market Price, the Company will
retan an invesment advisor (the cogt of which shag be borne equdly by the Company and the
Holder) which is reasonably satisfactory to Holder to determine such Market Price, which Market
Price gl be binding on the Company and the Holder for purposss of these Warrants as of the
rlevant dete a issue

1.6 “Permitted Transferee” Shdl mean with respect to the Holder any Affiliate of Holder;
provided, however, tha such Pamitted Tranderees shdl be subject to the provisons of these
Warrants and shall be considered holders for purposes of these Warrants and, provided further, that
each such Parmitted Transferess agrees thet it shall not thereafter trandfer these Warrants to any
person who is not an Affiliate of Holder.

1.7  “Stockholders ‘ Agreement” shall meen that certain Stockholders Agreement dated

, 1996, among the Company and its Stockholders, a copy of which is atached hereto
as Exhibit A.
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18  “Triggering Event’ means the eatlies of the following everts to occur (w) the
consummiion of an initid public offering invalving the sdle of Common Sock by the Company to
the genad public in a bona fide irm commitment underwritten public offering pursuant to a
regidraion datement filed with, and dedared efective by, the Securities Exchange Commisson
under the Securities Adt, pursuant to which the Company recalves gross proceeds of at leest
$10,000,000, and with the Common Stock having an initid purchase price to the public of not less
then $5.00 pa dhae (X) ay consolidation, merger or other reorganization involving the Company
and in which the surviving corporation is neither the Company nor its Affiliates (as existed prior to
such consolidetion. merger or reorganizaion); (y) any transaction or series of rdaed transaction
whereby the then exising sockholders of the Company propose to trandfer in excess of 50% of the
Company’s Voting power (other then to Affiliates of the Company as defined in Section 2.5); or (2)
sale O transfer Of more than 50% by vadue of the assats of the Company (other then to Affiliates of
the Company).

19  “Warramt’ shag mean the right upon exercdise to purchase one Warrant Share

110  “Warramt Shares” $dl mean the shares of Common Stock purchased or purchaessble
by the holder hereof upon the exercise of the Warrants

ARTICLE
Exerdse of Warants and Converson

2.1  Method of Exercise. The Warantsrepresented hereby may be exercised by the holder
hereof, in whole or in part, & any time and from time to time within the peiod commencing on the
occurrence of the first Triggering Event on or after the date hereof, and expiring & 5:00 p.m,,
Houston, Texas time, on the Expiration Date (the “Exercise Period”). To exercise the Warrants, the
holder hereof shdl ddiver to the Company, a the Warant Office designated herein (i) a written
notice in the form of the Substription Natice attached as an exhibit hereto, gating therein the dection
of such holder to exerdse the Warants in the manner provided in the Substription Notice
(i) payment in full of the Exercise Price in cash or by bank check for all Warrant Shares purchased
hereunder, (i) these Warrants and (i) an Adoption of Stockholders’ Agreement pursuant to Section
2.8. The Warrants shall be deemed to be exercised on the date of recapt by the Company of the
Subscription Notice and the Adoption of Stockholders Agreement (i not currently a party thereto),
accompanied by payment for the Warrant Shares and surrender of these Warrants, as eforesaid, and
such dete is refared to herein as the “Exerdse Dae’. Upon such exercise, the Company dhdl, as
00N as reasonably practicable and in any event within fifteen business days theredfter, issue and
deliver to such holder a certificate or certificates for the full number of the Warrant Shares purchased
by such holder hereunder, and shag, unless the Warrants have expired, ddiver to the holder hereof
anew Warrant representing the number of Warrants, if any, theat sheg not have been exercised, in
other repects identicd to these Warrants, together with cash in lieu of any fraction of a share as
provided in Section 2.7. As permitted by gpplicable law, the person in whose name the certificates
for Common Stock are to be issued shall be deemed to have become a holder of record of such
Common Stock on the Exercise Date and shag be entitled to al of the benefits of such holder on the
Exedse Dae, induding without limitation the right to recalve dividends and other didtributions for
which the record date fdls on or after the Exercise Date and to exercise voting rights.
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2.2 Convadon of Warrants. The holder hereof shail have the right to convert these
Warrants (the “Converson Right”), in whole but not in part, & any time during the Exerdise Period.
into shares of Common Stock as provided for in this Section 22.  Upon exerdse of the Converson
Right, the holder of these Warrants shdl be entitled to (without payment of any Exerdse Price) that
number of shares of Common Stock equal to the quatient obtained by dividing () the vaue of these
Warants a the time the Converdon Right is exerdsed (determined by subtracting the aggregate
Exerdse Price for these Warrants in effect immediady prior to the exerdse of the Converson Right
from the amount dbtained by muitiplying the number of shares of Common Stock issugble upon the
exedse of these Warants by the Market Price immediatdy prior to the exerdse of the Converson
Right) by (y) the Market Price of one share of Common Stock immediady prior to the exerdse of
the Converson Right. To exerdse the Converson Right, the holder hereof shall ddiver to the
Company, & the Warant Office desgnated herein, (i) a written notice in the form of the Converson
Notice atached as an exhibit hereto, dating therein the dection of such holder to exerdse the
Converson Rights in the manner provided in the Converson Natice, (ii) these Warrants and (i) an
Adoption of Stockholders Agreement pursuant to Section 2.8. The Warrants shall be deemed
converted on the date of recapt by the Company of the Converson Notice and the Adoption of
Stockholders Agreement (i not currently a party thereto), and surrender of these Warrants, as
aforesad, and such date is referred herein as the “Converson Date” Upon such converson, the
Company shag, as 00n as reasonably practicable and in any event within fifteen business days
thereefter, issue and ddiver to such holder a catificate or certificates for the full number of the
Warrant Shares issuable upon such converson, together with cash in lieu of any fraction of a share
as provided in Section 2.7. As permitted by gpplicable law, the person in whose name the catificates
of Common Stock are to be issued shall be deemed to have become a holder of record of Common
Sock on the Converson Date, induding without limitation the right to recaive dividends and other
digributions for which the record date fdls on after the Converson Dae and to exerdse vating

rights.

2.3 Expenses and Taxes. The Company sheg pay all expenses and taxes (including,
without limitation, all documentary, damp, trander or other transactiond taxes) other than income
taxes dtributable to the preparation, issuance or ddivery of the Warrants and of the shares of
Common Stock issuable upon exerdse or converson of the Warrants

2.4 Reservation of Shares. The Company shag resrve & all times S0 long as the Warrants
remain outsanding, free from preemptive rights, out of its authorized but unissued shares of Common
Stock, 0ldy for the purpose of effecting the exerdse or converson of the Warrants, a sufficient
number of shares of Common Stock to provide for the exerdise or converson of the Warrants

2.5  Valid Issuance. All shares of Common Stock thet may be issued upon exerdise or
converson of the Warrants will, upon issuance by the Company, be duly and vdidly issued, fully pad
and nonassessable and free from dl taxes, liens and charges with repect to the issuance thereof and,
without limiting the generdity of the foregoing, the Company dheg take no action or fal to teke any
action which will cause a contrary result (induding, without limitation, any action that would cause
the Exercise Price to be less then the par value, if any, of the Common Stock).

2.6  Acknowledgment of Rights. At the time of the exercise or converson of the Warrants
in accordance with the terms hereof and upon the written request of the holder hereof, the Company
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will acknowledge in writing its continuing obligetion to afford to such holder any rights (including,
without limitation, any right to regidraion of the Warant Shares) to which such holder sheh continue
to be entitled after such exerdse or converson in accordance with the provisons of these warrants;
provided, however, that if the holder hereof sheh fall to make any such requedt, such falure shdl not
afect the continuing obligation of the Company to aford to such Holder any such rights

2.7 No Fractional Shores. The Company shdl not be required to issue fractional shares
of Common Stock on the exercise or converson of these Warrants,  If more than one Warant shal
be presented for exerdse or converson a the same time by the same holder, the number of full shares
of Common Stock which shah be issuable upon such exerdse or converson shdl be computed on the
basis of the aggregate number of whole shares of Common Stock purchassble on exerdise or issuable
upon converson, as the case may be, of the Warrants 0 presented.  If any fraction of a share of
Common Stock would, except for the provisons of this Section, be issudble on the exerdse or
converson of these Warrants, the Company shdl pay an amount in cash cdculaed by it to be equd
to the Market Price of one share of Common Stock a the time of such exerdse multiplied by such
fraction computed to the nearest whole cant.

2.8  Stockholders' Agreemant. As a condition of the holder's exercise or converson of
these Warrants, the holder shah execute and ddiver to the Company an Adoption of Stockholders
Agreament, whereby the holder shal become a party to the Stockholders Agreement; provided,
however, no such requirement shall apply if the holder is then currently a party to such Stockholders
Agreaman.

ARTICLE I
Trander

31 Warrant Office. The Company shdl maintain an office for certain purposes oedified
herein (the ‘Warrant Office™), which office shdl initidly be the Company’s offices a 5599 Sen Felipe,
Suite 3 10, Hougton Texas 77056, and may subsequently be such other office of the Company or of
any trander agent of the Common Stock in the continental United States as to which written notice
hes previoudy been given to the Holder. The Company shall mantan, a the Warant Office, a
regider for the Warrants in which the Company shdl record the name and address of the person in
whose name these Warrants have been issued, as well as the name and address of each permitted
assignee of the rights of the regidered owner heredf.

3.2 QOwnership of Warrants. The Compary may deam and treat the person in whose name
the Warrants are regidered as the holder and owner hermf until provided with natice to the contrary.
The Warrants may be exercised or converted by a Permitted Trandferee for the purchese of Warrant
Shares without having new Warrants issued.

3.3 Restrictions on Transfer of Warrants. These Warants shdl not be trandferred, in
whale or in part, by the Holder, except to a Permitted Trandferee. The Compeny agrees to maintan
a the Warrant Office books for the regidration and trandfer of the Warrants. The Company, from
tune to time, Sdl regiger any permitted trander of the Warrants in such books upon surrender of
these Warrants a the Warrant Office properly endorsed or accompanied by gopropriate insruments
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of trandfer and written indructions for trandfer. Upon any such permitted trandfer and upon payment
by the Holder or its trandferee of any gpplicable trander taxes, new Warrants shdl be issued tg the
trandferee and the tranderor (as ther repective interests may gppear) and the surrendered Warrants
shdl be cancded by the Company. Any trander or atempted trander of these Warrants, in whole
or in part to any person other than a Permitted Tranderee shdl be void and ineffectud and shdll not
operde to trander any interest or title in the purported tranderee

34  Compliance with Securities Laws.  Subject to the terms hereof and notwithstanding
any other provisons contained in these Warants, the Holder undergands and agress that the
following redrictions and limitations shdl be gpplicable to dl Warrant Shares and to dl resdes or
other tranders thereof pursuant to the Securities Act of 1933, as amended (the “ Securities Act”):

34.1 Theholder here-of agrees that the Warrant Shares may not be sold or otherwise
tranderred unless the Warrant Shares are regisered under the Securities Act and gppliceble dae
securities or blue ky laws or are exempt therefrom.

3.42 A legend in substantially the following form will be placed on the cetificate(s)
evidendng the Warrant Shares, together with such other legends as may be required by gpplicable
law or the Stockholders Agreement:

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

343 Sop trander indructions will be imposed with respect to the Warrant Shares
90 as to redrict resdle or other transfer thereof

ARTICLE IV
Adjugments

41  Stock Splits and Reverse Splits.  In the event thet the Company Sl at any time
subdivide its outstanding shares of Common Stock into a grester number of shares, the Exercise Price
in effect immediatdy prior to such subdivison shdl be proportionady reduced and the number of
Warrant Shares purchasable pursuant to the exercise or converson these Warrants immediately prior
to such subdivison shdl be proportionatdy incressed, and convarsdy, in the event that the
outstanding shares of Common Stock shall a any time be combined into a smdler number of shares,
the Exerase Price in effect immediady prior to such combination shdl be proportionately increased
and the number of Warrant Shares purchasable upon the exercise or converson of these Warrants
immediaidy prior to such combination shdl be proportionatdy reduced.
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4.2  Reorganizations and Asset Sles. If any capitd reorganization or redasdfication of
the capitd gock of the Company, or any consolidation, merger or share exchange of the Company
with another parson ot the sde trander or other digpogtion of dl or subgtantidly dl of its assets to
another person sheh be effected in such a way thet holders of Common Stock shdl be entitled to
receive capital stock, securities or assets with repect to or in exchange for their shares, then the
following provisons shdl apply:

4.2.1 Asaoondtion of such reorganization, reclassfication, consolidation, merger,
share exchange, de trander or other digpostion, lavful and adequete provisons shdl be made
whereby the holder hereof shdll thereafter have the right to purchase and recaive upon the terms and
conditions specified in these Warants and in lieu of the Warrant Shares immediately theretofore
receivable upon the exercise or converson of the rights represented hereby, such shares of capitd
dock, securities or assets as may be issued or payable with respect to or in exchange for a number
of outdanding shares of such Common Stock equd to the number of Warrant Shares immediady
theretofore s0 recaivable had such reorganizaion, redassfication, consolidation, merger, share
exchange or sde not taken place, and in any such case gopropriate provison reasonebly satisactory
to such holder sheh be meade with respect to the rights and interests of such holder to the end that the
provisons hereof (including, without limitation, provisons for adjustments of the Exerdse Price and
of the number of Warant Shares recavable upon the exerdse or converson) sheh thereafter be
aopliceble, as nearly as posshble, in rdaion to any shares of capitd stock, securities or assets
theresfter ddiverable upon the exerdse or converson of Warrants.

422 If asareat of a meger, share exchange or consolidation of the Company
with or into another person the number of shares of common sock or its equivaent of the successor
person issugble to holders of Common Stock is gregter or lessr than the number of shares of
Common Stock outganding immediatdy prior to such merger, share exchange or consolidetion, then
the Exerdse Price in effect immediady prior to such merger, share exchange or consolidation sheg
be adjused in the same manner as though there were a subdivison or combinaion of the outstanding
ghares of Common Stock.

4.2.3 The Company shag nat effect any such consolidation, merger, share exchange,
e trande o other digpogtion unless prior to or Smultaneoudy with the consummation  thereof
the successor person (if other then the Company) resuiting from such consolidation, share exchange
or merger or the person purchasang or otherwise acquiring such assets shag have assumed by wrritten
ingrument executed and mailed or ddivered to the holder hereof a the lagt address of such holder
gopearing on the books of the Company the obligation to ddiver to such holder such shares of capitd
stock, securities or assets as, in accordance with the foregoing provisons, such holder may be entitled
to recaive, and all other lidhilities and obligations of the Company hereunder. Upon written request
by the holder hereof, such successor person will issue a new Warat revised to reflect the
modifications in these Warrants effected pursuant to this Section.

4.24 |If apurchese, tender or exchange offer is made to and accepted by the holders
of 50% or more of the outdanding shares of Common Stock, the Company shdl not effect any
consolidation, merger, share exchange or sde, trander or other digpogtion of dl or subgantidly dl
of the Company's assets with the person having made such purchase, tender or exchange offer or with
ay affiliate of such person, unless prior to the consummation of such consolidation, merger, share

- 191 =



exchange, sale, trandfer or other digpogtion the holder hereof sheh have been given a reasoncble
opportunity, not to exceed 15 business days, to then dect to receive upon the exercise or conversion
of the Warrants either the capitd stock, securities or assts then issuable with respect to the Common
Stock or the capitd stock, securities or assets, or the equivaent, issued to previous holders of the

Common Stock in accordance with such purchase, tender or exchange offer.

43  De Minimis Adjustments. No adjusment in the number of shares of Common Stock
purchasable hereunder shall be required unless such adjustment would require an increase or decrease
of & least one share of Common Stock purchasable upon an exerdse or converson of eech Warrant
and no adjusment in the Exercise Price shall be required unless such adjusment would require an
increase or decrease of at least $0.0 1 in the Exercise Price; provided, however, that any adjustments
which are not required to be mede shail be carried forward and taken into account in any subseguent
adjusment.  All cdculations shal be made to the nearest full share or nearest one hundredth of a

dollar, as goplicable

4.4  Notice of Adjustment. Whenever the Exercise Price or the number of Warrant Shares
issuable upon the exerdise of the Warrants shall be adjusted as herein provided, or the rights of the
holder hereof sheh change by reason of other events specified herein the Company shah compute the
adjused Exercise Price and the adjusted number of Warrant Shares in accordance with the provisons
hereof and shdl prepare an officer’s catificate seting forth the adjused Exerdse Price and the
adjusted number of Warrant Shares issuable upon the exercise of the Warrants or specifying the other
shares of dock, securities or assets recaivable as a result of such change in rights, and showing in
reasonable detal the facts and caculations upon which such adjusments or other changes are based.
The Company shall cause to be mailed to the holder hereof copies of such officar’s catificate together
with a notice gaing thet the Exercise Price and the number of Warrant Shares purchasable upon
exadse of the Warrants have been adjusted and seting forth the adjusted Exercise Price and the
adjusted number of Warrant Shares purchasable upon the exercise of the Warrants.

45  Natificaions to Holders. In cae & any time the Company proposess dter the
occurrence of a Triggering Evertt:

@) to dedare any dividend upon its Common Stock payable in capitd stock or
meke any spoecid dividend or other digribution (other than cash dividends) to the holders of
its Common Stock,

(i) tooffer for subscription pro retato all of the holders of its Common Stock any
additiond shares of capitd dock of any dass or other rights;

(ii)  to effect any capitd reorgenization, or reclassification of the capitd stock of
the Company, or consolidation, merger or share exchange of the Company with ancther
person, or sde trander or other digpogtion of all or subgantidly all of its assats or

(v)  todfect avountary or involuntary dissolution, liquidetion or winding up of
the Company,
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then, in any one or more of such cases, the Company shag give the holder hereof () @ least 10 days
(but not more than 90 days) prior writ-ten notice of the date on which the books of the Company sheh

dose or a record sheh be taken for such dividend, didribution or subscription rights or for
determining  rights to vote in respect of ay such issuance reorganizetion, redassfication,

consolidation, merger, share exchange, sde, trander, digpostion, dissolution, liquidation or winding
up, and (b) in the case of any such issuance, reorganization, reclassfication, consolidation, merger,
share exchangg, sale, trandfer, disposition, dissolution, liquidation or winding up, a least 10 days (but

not more than 90 days) prior written notice of the date when the same shah teke place.  Such natice
in accordance with the foregoing dause () sheh also specify, in the case of any such dividend,
didribution or substription rights, the deate on which the holders of Common Stock shah be entitled
thereto, and such natice in accordance with the foregoing dause (b) shag aso pedify the date on
which the holders of Common Stock shah be entitled to exchange their Common Stock, as the case

may be for securities or other propety ddiverable upon such reorganization, redassfication,
consolidation, merger, share exchange, sde, trander, digpogtion, dissolution, liquidation or winding
up, as the case may be.

ARTICLE V
Regidration Rights

5.1 Registrable Stock. As used in this Article V, the term “Regidrable Siock” dhdl mean
all Warrant Shares issued pursuant to the provisons of these Warrants, but shall not indude the actud
Warrant.

5.2 Incidental Registration

521 If the Company proposss a ay time during the period commendng Six
months after an initid public offering of Common Stock and expiring on the Expiraion Date, to file
a regidraion datement on a generd form of regigration under the Securities Adt, and rdding to
shares of Common Stock issued or to be issued by it for cash (other than a regidration effected soldy
to implement an employee benefit plan or solely with respect to a transaction to which Rule 145 under
the Securities Adt is goplicable), then it shdl give & least 20 days written notice before the initid
filing with the Securities Exchange Commisson of such regidraion datement to dl holders of
Regigrable Stock and any other holders of securities of the Company having any rights to indude
securities in such regidration. Upon the written request of the holder of any shares of Regidrable
Sock given within 10 days dter recapt of any such notice (daing the number of shares of
Regidrable Stock to be digposed of and the intended method of digpogtion of such shares by such
holder or holders), the Company will use its best efforts to promptly cause dl such shares of
Regidrable Stock intended to be digposed of, the holders of which shag have o requested regidration
thereof to he regisered under the Securities Act S0 as to permit the sde or other digpostion by such
holder or holders of the shares o regidered, subject to the limitations st forth in Section §5.2.2.

522 |If ay of the Company's managing undenwriters advises the Company in
writing thet, in its opinion, the digribution of the Regidrable Stock requested to be included in the
registration concurrently with the securities being registered by the Company, together with any other
securities of the Company hdd by halders with Smilar inddenta regidration rights which have 0

= 193 =



requested to be included in such registration (such securities and such Registrable Stock col I ectivel y

referred to as the “Requested Securities’), may jeopardize the successul completion of the offering
of the Company's securities, then the holders of Requested Securities shall reduce the amount of
Requested Securities each intended to didtribute through such offering on a pro rata basis or until ai]

such seaunities of the Company have been diminated from such offeing. Notwithgtanding any
provison contained herein to the contrary, the Company shall have the right to terminate or withdraw
any regidration initigted by it under this Artide V prior to the effectiveness of such regidration
whether or not any holder of Regidrable Stock has dected to indude any such Regidrable Stock in
uch regigration.

5.3 Registration  Procedures.

5.3.1 If and when the Company is required by the provisons of this Artide V to use
its best efforts to effect promptly the regigration of shares of Regidrable Stock under the Securities
Act, the Company will, as expeditioudy as possble

(i) prepare and file with the Securities and Exchange Commisson (the
“Commisson’) a regidration satement with respect to such shares and use its bet efforts to cause
such regidration datement to become and remain effective as provided herein for a period of not less
than Sx months, exoept that the Company shdl not be required to conduct any spedid audit and if
such an audit would be required, the Compary may delay such regidration satement until such time
as such gpedd audit is no longer required;

(i) prepare and file with the Commisson such amendments and upplements to
uch registration Satement and progpectus used in connection therewith as may be necessary to keep
SUch registration Satement effective and current and to comply with the provisons of the Securities
Act with respect to the sde or other digpostion of all shares covered by such regidration Satement,
induding such amendments and supplements as may be necessary to reflect the intended method of
dispastion from time to time of the prospective seller or selers of such shares for a period of not less

than Ix months

(i)  furnish to each progpective sHler such number of copies of a progpectus,
induding a preltiminary progpectus, in conformity with the requirements of the Securities Act, and
such other documents as such sHler may reasonably request in order to fadilitate the public sle or
other digpodtion of the shares owned by such sler; and

(iv)  useitsbed efforts to register or qualify the shares covered by such regidration
satement under such ather securities or blue sky or other goplicable laws of such jurisdictions within
the United States, as each prospective seller shdl reasonadly request (provided, however, that the
Company shdl not be obligated to qudify as a foreign corporaion to do busness under the laws of
any juridiction in which it is nat then qualified or to file any generd consent to sarvice of process),
and do such ather reasonable act and things as may be required to enable such progpective seller to
consummete the public sde or other digpogtion in such jurisdictions of the shares owned by such
seller.
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(v)  notify each seller of Registrabie Stock covered by such registration statement
a any time when a prospectus rdaing thereto is required to be ddivered under the Securities Act of
the hgppening of any evert as a result of which the progoectus induded in such regidraion datement,
as then in efect, indudes an untrue gatement of a maerid fact or omits to date a matena] fact
required to be dated therein or necessxry to make the daiements therein, in the light of the
drcumgtances then exising, nat mideading, and a the request of any such Hler, prepare and furnish
to such sdler a reasonable number of copies of a supplement to or an amendment of such progpectus
as may be necessary S0 that, as theresfter ddlivered to the purchasers of such shares, such prospectus
shdl not indude an untrue datement of a materid fact or omit to date a maerid fact required to be
dated therein or necessary to make the datements theran, in the light of the drcumstances then
exiging, not misleading;

(vi) causedl such Registrable Stock registered pursuant hereunder to be listed on
each securities exchange on which amilar securities issued by the Company are then lided;

(vii)  provide a trander agent and regidrar for dl Regidrable Stock regigered
pursuant to such regigration satement and a CUSP number for dl such Regigrable Stock, in each
case not later than the effective date of such regidration; and

(viii)  comply with dl gpplicable rules and regulations of the Commisson, and make
avaladle to its security holders, as soon as reasonably practicable, an earnings Satement covering the
period of & least twelve months but not more then eighteen months, beginning with the first month
dter the dfective dae of the regidraion datement, which eanings datement shah stidy the
provisons of Section 1 1(8) of the Securities Act.

532 Each prospective seller of Regigrable Stock and each underwriter designated
by such sdler (other than each underwriter sdlected by the Company in connection with the sde by
the Company of shares of Common Stock) shdl be reguired to furnish to the Company such
informetion as the Company may ressonably require from such sdler or underwriter for indugon in
the regigration gatement (and the progpectus induded therein).

5.3.3 The holders of dhares induded in the regigraion datement will not (until
further notice) effect sales thereof after receipt of tdegrgphic or written notice from the Company to
sugpend sAes in order to permit the Company to correct or updete a regidration Satement or
progpectus; but the obligations of the Company with respect to maintaining any regidration Satement
current and effective shag be extended by a period of days equd to the period such suspengon isin
effect.

54  Expenses. AU expenses incurred in effecting any regidration pursuant to this Artide
V induding, without limitation, all registration and tiling fees (including, dl expenses inddert to filing
with the NASD), printing expenses expenses of compliance with Blue Sky laws and fees ad
disoursements of counsd for the Company shdl be borne by the Company.  Notwithdanding  the
foregoing, the Company sheg not be ligdle for (i) any fees discounts or commissons to any
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underwriter in respect of the securities sold by such holder of Regidrable Stock or (i) any fees or
expensss of counsd to the holders of Regigrable Stock.

5.5  Indemnification

55.1 The Company agress to indemnify each holder requesting or joining in a
regidration pursuant to this Articde V, eech of its officars regents. directors, partners, and each
person or entity who cont r ol s Such holder within the meaning of Section 1 5 of the Securities Act, and
eech underwriter and sdling broker of the securities S0 regisered, and thar repective successors,
agand all dams fosses, damages, liabilities, fines and pendties (or actions in respect thereof) arising
out of or based on any untrue datement (or dleged untrue Satement) of a materid fact contained in
any progpectus, offering drcular or other document incident to any regidration, qudification or
compliance (or in any rdaed regidraion datement, natification or the like) or aty omisson (or
dleged omisson) to date therein a materid fact reguired to be dated therein or necessary to make
the gatements therein not mideading, or any vidation by the Company of any rule or regulaion
promulgated under the Securities Act gpplicable to the Company and rdating to action or inaction
required of the Company in connection with any such regidration, qudificaion or compliance, ad
agress to reamburse each such holder, each of its officers, regents, directors, patners, and each
person or entity who contrals such holder within the meaning of Section 15 of the Securities Act, and
eech such underwriter, and thelr regpective successors, for ay legd and any other expenses
reesonably incurred in connection with investigating or defending any such dam, loss damage,
liability or action, provided, however, that the Company will not be ligble in any such case if (and to
the extent thet) such datement or omisson was made in rdiance upon information (induding, without
limitation written responses to inquiries) furnished to the Company by an indrument duly executed
by such holder or underwriter and ated to be specificdly for use in such prospectus, offering crcular
or other document (or rdaed regigration Satement, natification or the like) or any amendment or
upplement  thereto.

5.5.2 To the extent authorized by the Conditution and the laws of the State of
Texas each holder requeding or joining in a regigration pursuat to this Artide V and eech
underwriter of the securities S0 registered will indemnify the Company each of its officars regents,
directors, partners, and each person, if any, who controls any thereof within the meaning of Section
15 of the Securities Act and their respective successors againd al daims, losses, dameges, liablities,
tines and pendlties (or actions in respect thereof) arigng out of or based on any untrue Satement (or
dleged untrue datement) of a materid fact contained in any prospectus, offering drcular or other
document incident to any regidration, qudification or compliance (or in any rdaed regidration
datement, natification or the like) or any omisson (or aleged omisson) to date therein a materia
fact required to be dated therain or necessary to make the Satements therein not mideading, and will
reimburse the Company, as goplicable, and each other person indemnified pursuant to this paragrgph
552 for any legd and any other expenses reasonably incurred in connection with invedtigating or
defending any such dam, lou. damage, liability or action; provided however, that this paragrgph
55.2 dhdl goply only (and only to the extent that) such Satement or omisson was made in rdiance
upon informetion (induding, without limitation, written responses to inquiries) furnished to the
Company by an insrument duly executed by such holder or undenwriter and dated to be spedificaly
for use in such prospecius offering drcular or other document (or related regidration Satemert,
natification or the like) or any amendment or supplement thereto.
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55.3 Each paty enttitled to indemnification under this Section 55 shall give natice
to the paty required to provide indemnification promptly after such indemnified paty hes actud
knowledge of any claim as to which indemnity may be sought and shdl permit the indemnifying perty
to assume the defense of any such claim or any litigation resulting therefrom; provided, thet the failure
of any indemnified party to give natice as provided herein shag nat rdieve the indemnifying party of
its obligations under this Section 55. The indemnified party may participate in such defense a such
paty’'s expense provided, however, tha the indemnifying paty deh pay such expense if
representation of such indemnified party by the counsel retained by the indemnifying party would be
ingppropriate due to actud or potentid differing interests between the indemnified party and any
other party represented by such counsel in such procesding. No indemnifying party, in the defense
of any such dam or litigation shah, exogpt with the consent of each indemnified party, consent to
entry of any judgment or enter into any sattlement which does not indude as an unconditiond term
thereof the giving by the claimant or plaintiff to such indemnified petty of a rdeese from dl ligbility
in regpect of such dam or litigation and no indemnified party shdl consent to entry of any judgment
or settle such daim or litigation without the prior written consert of the indemnifying pearty (which
consant shag not be unreasonably withheld).

55.4 The obligdions of the Company and the sdling holders of the Regidradle
Stock under this Section 55 shall survive the completion of any offering of Regidrable Stock in a
regidration datemeant under this Artide V and otherwise,

555 The obligations of the holder hereof under this Section 5.5 dhdl be subject to
any redrictions and timitations rdaing to such obligations under the Congtitution and the laws of the
Sate of Texas

5.6  Assignability. The regigration rights granted to Holder pursuant to these Warrants
are not transferrable to any subsequent holder of Regidrable Stock unless the trandferee or assgnee
is an Affiliate of the Holder; provided, that any such trandferee or assgnee shal execute a counterpart
of, or sheh othewise become bound in writing by the reguirements of this Artide V and Artide VI
hereof and shag become a party to the Stockholders Agreement in a manner stifactory to the

Company.

51  Rule 144 Reports. With aview to meking avaldde the bendfits of cartain rules and
regulations of the Commisson thet may permit the sdle of the Registrable Stock to the public without
regigtration, the Company agress to use its best efforts to:

57.1 make and kegp public information regarding the Company avalable as those
terms are undersood and defined in Rule 144 under the Securities Act, at all times from and after 90

days falowing the efective date of the fird regidration satement under the Securities Act filed by
the Company for an offering of its securities to the generd public;

5.7.2 file with the Commisson in atimdy manner ali reports and other documents
required of the Company under the Securities Act and the Securities Exchange Act of 1934, as
anended (the “Exchange Ad”), @& awy tune dter it has become subject to such reporting
requirements and
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5.7.3 =0 long as a holder hereof owns any restricted Registrable Stock, furnish to
such holder forthwith upon written request a written statement by the Company as to its compliance
with the reporting requirements of Rule 144 (a any time from and after 90 days fallowing the
effective date of the first regidration datement tiled by the Company for an offering of its securities
to the generd public), and of the Securities Act and the Exchange Act (a any timeafter it has become
ubject to such reporting requirements), a copy of the most recent annud or quarterly report of the
Company and such other reports and documents o filed as a holder hereof may reasonably request
in avaling itsdf of any rule or regulaion of the Commisson dlowing such holder to sl any such
scurities without  regidration.

ARTICLE VI
Other Agreements

6.1  Market Stand-Off Agreement. |frequested by any managing undewriter of securities
of the Company, each holder of Regidrable Stock shdl not sdl or othewise trander or digpose of
any securities of the Company hed by such holder during the one hundred eghty (180) day period
following the effective date of a registration Statement (other than securities subject to or covered by
such regidration); provided, that such agreement shdl only goply to the first two regidraion
datements covering the offered securities to be sold on the Company’'s behdf to the public in an
underwritten  offering.

ARTICLE VII
Representations and Warranties
The Company represents and warrants to Holder as follows

7.1 Existence. The Company has been duly incorporated and is vaidly exiding as a
corporation in good danding under the laws of its juridiction of incorporation, with power and
authority (corporate and other) to own its properties and conduct its business, and the Company is
duly qudified to do busness as a foreign corporation in good sanding in all other juridictions if any,
in which it owns or leases propaties or in which the conduct of its busness reguires such
qualification.

7.2 Corporate and Other Action. The Company has all requiste power and authority
(corporate and other), and has taken all necessary corporate action, to authorize, execute, deliver and
perform this Agreement, to execute, issue, sdl and ddliver the Warrants, to authorize and reserve for
ISsuance, upon payment from time to time of the Exerdse Price, to issue, sl and ddiver, the shares
of the Common Stock issuable upon exercise of the Warrants, and to perform all of its obligations
under this Agreament. This Agreement has been duly executed and ddivered by the Company and
is a legd, vdid and binding agreement of the Company enforcegble in accordance with its terms
except as such enforceshility is limited by bankruptcy, insolvency, reorganization, moratorium or
other laws rdding to or afecting generdly the enforcement of creditors rights and by generd
principles of equity. No authorization, goprova, consent or other order of any governmenta or
regulatory authority is required for such authorization, issue or de
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7.3 No Violation. The execution and ddivery of these Warrants, the consummation of
the transactions herein contemplated and the compliance with the terms and provisons of these
Warrants Will nat conflict with, or result in a breach of, or condtitute a default or an event permitting
accderation under, any datute, the Certificate of Incorporation or Bylaws of the Company or any
indenture, mortgage, deed of trugt, note, bank loan, credit agreement, franchise, license, lease, permit,
or aw other agreement, underdanding, indrument, judgment, decree, order, daute, rule or
regulation to which the Company is a paty or by which it is bound.

7.4  Validity. Thee Warants when ddivered to you, will be duly authorized, executed
and ddivered and will be a legd, vdid and binding obligaion of the Company enforcegble in
accordance with its terms. The shares of Common Stock of the Company issued upon exerdse of
the Warrants will be duly authorized and validly issued and outstanding, fuily paid and nonassesssble
and free of preamptive rights

7.5  Investment Company Act. Nether the Company nor any of its subsdiaries is an
“investment company’ regisered or required to be regisered under the Invesment Company Act of
1940 as amended. The Company is not contralled by such a company.

7.6 Securities Laws. The offer, issuance and sde of the Warrants and the Warrant Shares
are and will be (a) exempt from the registration and progpectus ddivery requirements of the Securities
Act, (b) have been regisered or qualified (or are exempt from regidration and qudification) under
the regidtration, permit or qualification requirements of all applicable Sate securities laws, and (€)
accomplished in conformity with all other federd and gpplicable Sate securities laws.

ARTICLE VIII
Covenants of the Company

8.1  Performance of Warramt Tems. Except as contemplated or as otherwise permitted
by these Warrants, the Company will not, by amendment of its certificate of incorporation or through
any reorganization, sde or trander of assats, consolidetion, merger, dissolution, issue or sde of
securities Or &y other voluntary action avoid or sk to avoid the observance or performance of any
of the terms of these Warrants.

8.2  Listing on Securities Exchanges. |f the Company a any time shag list aty Common
Stock on any nationd securities exchange, the Company will use its best efforts to, a its expense
gmultaneoudy lig on such exchange upon offiad natice of issuance upon the exerdse of the
Warants, and maintain such liding of, all shares of the Common Stock from time to time issugble
upon the exercise of the Warrants

8.3 Title to Stock. AU shares of Common Stock ddivered upon the exercise of the
Warrants shall be vaidly issued, fully paid and nonassessable; each holder of a Warrant sheh recaive
good and maketdble title to the Common Stock, free and dear of all voting and other trust
arangements, liens, encumbrances, equities and daims whatsoever; and the Company sheg have pad
all taxes, if any, in respect of the issuance thereof
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ARTICLE IX
Miscdlaneous

9.1  Entire Agreement. These Warrants, the Stock Purchase Agreement dated
among the H der, The Universty of Texas M.D. Anderson Cancer Center and the Company, and
the Stockhc :rs’ Agreament, contain the etire agreement between the holder hereof and the
Company wa:a respect to the Warrant Shares purchasable upon exercise hereof and the rdaed
transactions and supersedes dl prior arangements or undergandings with respect thereto.

9.2  Goveaning Law. Thee warants sheh be governed by and congtrued in accordance
with the laws of the Sate of Texas, without reference to the conflicts of law princples thereof

9.3 Waiver and Amendment. Any term or provison of these Warrants may be waived a
any time by the paty which is entitled to the bendfits thereof and any teem or provison of these
Warrants may be amended or supplemented & any time by agreement of the holder hereof and the
Company, except that any waver of any term or condition, or any amendment or Supplementation,
of these Warrants shdl be in writing. A waiver of any breach or failure to enforce any of the terms
or conditions of these Warrants shdl not in any way effect, limit or walve a party’s rights hereunder
a any time to enforce drict compliance thereafter with every term or condition of these Warrants

9.4 Ilegality. In the event thet any one or more of the provisons contained in these
Warants shdl be determined to be invdlid, illegd or unenforcegble in any respect for any reason, the
vdidity, legdity and enforcesbility of any such providon in any other respect and the remaning
provisons of these Warrants sheg not, a the dection of the paty for whom the bendfit of the
provison exids, be in any way impaired.

9.5  Copyof Warrant. A copy of these Warrants sheh be filed among the records of the
Company.

9.6  Notice. Any natice or other document required or permitted to be given or ddivered
to the holder hereof shdl be in writing and ddivered &, or sent by certified or registered maill or by
facamile to such hoder &, the last address (or facamile number) shown on the books of the
Company maintained a the Warat Office for the regisration of these Warrants or & any more
recent adadress of which the holder hereof shdl have notified the Company in writing.  Any naotice or
other document required or permitted to be given or ddivered to the Company, other than such
notice or documents required to be ddivered to the Warrant Office, shag be ddivered &, or sent by
certified or registered mail or by facsimile to, the offices of the Company a 5599 San Fdipe, SLite
310, Hougon, Texas 77056 (facamile number (713) 993-4696) or such other address within the

continental United Sates of America as shdl have been furnished by the Company to the holder of
these Warrants.

9.7  Limitation of Liability; Not Stockholders. No provison of these Warrants shdl be
condrued as conferring upon the holder hereof the right to, vote, consant, receive dividends or receive
notices (other then as herein expresdy provided) in respect of meetings of Stockholders for the
dection of directors of the Company or any other matter whatsoever as a sockholder of the
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Company. No provison hereof in the absence of affirmative action by the holder hereof to purchase
shares of Common Stock, and no mere enumerdion herein of the rights or privileges of the holder
hereof ddl give rise to any liabiity of such holder for the purchese price of any shares of Common
Stock or as a gockholder of the Company, whether such liahility is assarted by the Company or by
creditors of the Company.

9.8  Exchange, Loss, Destruction, eic. of Warrant. Upon receipt of evidence reasonably
satisfactory to the Company of the loss theft, mutilation or destruction of these Warrants and in the
case of any such loss, theft or destruction upon ddivery of an appropricte affidavit in such form as
dhdl be ressondbly stifactory to the Company and indude ressoncble indemnification of the
Company (to the extent authorized by the Condtitution and the laws of the State of Texas), or in the
evat of such mutilation upon surrender and cancdlaion of these Warrants, the Company will meke
and ddiver new Warrants of like tenor, in lieu of such logt, golen, destroyed or mutilated Warrants
Any Warrants issued under the provisons of this Section in lieu of any Warrants dleged to be lod,
desroyed or dolen, or in lieu of any mutilaed Warrants, shdl conditute an origind contractud
obligation on the part of the Company. These Warrants shdl be promptly cancded by the Company
upon the surrender hereof in connection with any exchange or replacement.  The Company dhdl pay
adl taxes (other than securities trander taxes or income taxes) and dl other expenses and charges
payable in connection with the preparaion, execution and ddivery of Warrants pursuant to this
Saction.

[SGNATURE PAGE FOLLOWS
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IN WITNESS WHEREOF, the Company and the Holder have caused these Warrants to be
sgned in thar respective names

Daed: ,

BIOCYTE THERAPEUTICS, INC.

By:

Name

Title

BOARD OF REGENTS OF THE UNIVERSITY OF
TEXAS SYSTEM

By.

Name

Title
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SUBSCRIPTION NOTICE

The undersgned, the holder of the foregoing Warrants, hereby dects to exercise purchese
rights represented thereby for, and to purchese thereunder, shares of the Common Stock
covered by such Warrants, and herewith makes payment in full for such shares, and requests (a) thet
certificates for such shares (and any ot her securities or ot her property issuable upon such exercise) be
issued in the name of, and ddivered to, and (b), if
such shares dhdl nat indude dl of the shares issuable as provided in such Warrants, thet new
Warants of like tenor and dete for the baance of the shares issuable thereunder be ddivered to the
undersgned.

Dae
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CONVERSION NOTICE

The underdgned, the holder of the foregoing Warrants heréby dects to exerdse the
Converson Right represented thereby for, and to purchase thereunder, ghares of Common
Stock covered by such Warrants, and herewith tendersin full payment for such shares these Warrants,
al in accordance with the terms thereof. The undersgned requests that a certificate for such shares

(and any other securities or other property issuable upon such converson) be issued in the name of,
and ddivered to,

Date
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ASSIGNMENT

For vadue recaived, , hereby =ls, asdgns and trandfers unto
these Warrants, together with all rights title and interest therein, and does irrevocably
conditute and gppoint atorney, to trander such Warrants on the

books of the Company, with full power of subgtitution.

Date:
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DBAFI": 10/4/96

STOCKHOLDERS' AGREEMENT
by and among

BioCyte Therapeutics, Inc. and its Stockholders

, 1996
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STOCKHOLDERS AGREEMENT

THIS STOCKHOLDERS AGREEMENT (this “Agreement™ is entered into oa this day of
, 1996, by and among BioCyte Therapeutics, Inc., a Delaware corporation (the “Company’), the
Stockholders (as heretnafter defined) of the company listed on the attached Schedule 4 and the spouses of the
individual Stockholders of the Company listed on the execution pages of this Agreement.

WITNESSETH:

WHEREAS, the parties to this Agreement collectively owa beneficially and of record all of the issued
and outstanding shares of the Company's capital stock, as more fully described on the attached Schedule A which
is incorporated fully herein by this reference; and

WHEREAS, each of the parties to this Agreement believes that it is in the best interests of all parties
hereto to join together to restrict the transferability of shares of the Company’s capital stock in order to attempt
to secure continuity and stability of policy and management of the Company.

NOW, THEREFORE, for and in consideration of the premises, and the mutual and dependent promises
contained in this Agreement, the parties hereto, intending to be legally bound by this Agreement, hereby agree
as follows:

ARTICLE 1
DEFINITIONS

As used in this Agreement, each of the following terms shall have the meaning ascribed to it in this
Article 1:

“Affiliates” shall mean any person a entity that directly, a indirectly through one or more
mssmfiaries, controls, or is controlled by, or is under common control with, a is acting as agent on behalf of,
or is an employee of, the person a entity in question including, in the case of individual Stockholders, members
of his or her Immediate Family.

“Board” shall mean the members of the Board of Directors of the Compag .

“cash” shall include cash aother immediatdly available funds congtituting a payable in lega tender
of the United States of America.

“Commission” shall mean the United States Secunities and Exchange Commission, or any other federal
agency administering the Securities Act at amy given time.

“Common Stock” shall mean shares of the Company's common stock, par value §.001 per share.
“Confidential Information” shall mean and include, but is not limited to, the following forms of
information relating to the Company or to its business, and other information 0f a Similar nature (whether or not

reduced to atangible manifestation a designated as confidential): information designated as “Confidential
Information™ and which relates to the Company pursuant to Section 11.1 of the Patent and Technology License
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Agreement, as amended and in effat from time to time, among toc Board of Regents of the University of Texas
System, The University of Texas M.D. Anderson Cancer Center and the Company; trade secrets: proprietary

information; discovenies; ideas: concepts; designs. drawings; specifications; techniques, methods and procedures:

computer flow charts, data bases, programs, software and applications; models; data; documentation; diagrams:
research; development: processes, procedures; “know-how;” business development, marketing, and advertising
plans and techniques; materials, plans; customer, agent, distributor, supplier or vendor names and lists; files and

other information related t0 past, existing and prospective customers, vendors, suppliers Or agents; contracts; and
cost data, pricing poticia, and financial and accounting information. “Confidential Information” shdl aso
inchude anry mformation described in the preceding sentence Which the Company obtains from another party and

which the Company treats or has agreed to trest as confidential. “Coafidential Information™ shall not include
information which was or becomes generally available to the public other than as a result of its direct or indirect
use Of disclosure by Stockholders.

“Immediate Family” shall mean parents, siblings, spouses during marriage and not incident to divorce,
lineal descendants (inciuding those by adoption) and spouses of lineal descendants.

“Initial Public Offering” shail mean the consummation of the sale of Common Stock by the Company
to the generd public in abona tide firm commitment underwritten public offering pursuant to aregistration
statement filed with, and declared or ordered effative by, the Commission under the Securities Act, pursuant to
which the Company receives gross proceeds of at least $10,000,000, and with the Common Stock having an
initiad purchase price to the public of not less than $5.00 per share.

“Offering Stockholder” shal mean aStockholder who intends to Transfer all or any portion of his
Shares to any person other than a Permitted Transferee.

‘Permitted Transferee” shall mean any of the persons listed in Section 3.7

“Required Interest” shall mean the Stockholders who, at any given time, own of record and beneficially
more than 50% of the combined voting power of the then issued and outstanding Shares.  For purposes Of
determining a Required Interest, Shares representing outstanding securities Of the Company convertible (for no
additional consideration) into shares of Common Stock shall be deemed to have been converted into Common
Stock as of such time and possess the voting power attributable to such Common Stock.

“Securities Act- shall mean tk Securities Act of 1933, as amended, or any similar federal Statute, and
the rules and regulations of the Commission thereunder, dl as the same shall be in effect a any given time.

“Shares” Shcl mean, at any given time, the issued and outstanding shares of the Common Stock
(excluding treasury shares), and any seeurity which is convertible (for no additional consideration) into shares
of Common Stock. All references to Shares owned by an individual Stockholder include the community interest,
if any, of the spouse of that Stockholder.

“Stockholder” shall mean any person who is or becomes a party to this Agreement pursuant to the terms
hereof, and at arry given time owns Shares. A “Stockholder” shall also inciude the executor or legal representative
of a deceased Stockholder’s estate, the Trustee of atrust created under a deceased Stockholder's Last Will and
Testament O a legatee, beneficiary, heir Or stccessor in interest of a Stockholder.

‘Spouse” shall mean the spouse by marriage of an individual Stockholder
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“Transfer™ shall mean any direct or indirect Sdle, assignment, gift, devise, pledge, hypothecation Or other
encumbrance, or any other disposition Of Shares (or any interest in or voting power of Shares) either voluntarily
or by operation Of |aw.

“Transfer Notice’ shall mean a wntten notice of the terms and conditions relating to a proposed
Transfer of Shares, which shall describe the number and class of Shares which the Stockholder proposes to
Transfer, the proposed transferee’s name and address, and al of the terms and conditions of the proposed
Transfer.

ARTI CLE2
TRANSFER RESTRICTIONS GENERALLY

2.1 Stockholders: Agreement. Each Stockholder and Spouse (if any) covenants and agrees that
he shall not Transfer or permit to be Transferred &l or any portion of tk Shares now owned or subsequently
acquired by him except in accordance with and subject to the terms and conditions of this Agreement. A
counterpart Of this Agreement, as it may be amended from time to time, shall be maintained by the Company at
its principal place of business.

2.2 New Stockholders. The parties agree that nO Shares shall bc issued or Transferred to any
person unless such person and his spouse (if ary) become parties to this Agreement. Such person and his spouse
shall become parties to this Agreement by the execution of an adoption agreement (“Adoption Agreement”)
substantjally in the form attached hereto as Exhibit 22. Each Stockholder and Spouse hereby authorizes the
Company t0 execute on its behaif and as agent of each Stockholder and Spouse such Adoption Agreement.

23 Securities Lam Compliance Prior to any Transfer of Sham, the Company may require that
the transferring Stockholder provide to the Company alegal opinion (im form and substance satisfactory to the
Comparry) rendered by counsel with substantial experience in securities regulation matters to the effect that the
proposed Transfer will not violate federal or applicable state securities laws.

ARTICLE 3
VOLUNTARY TRANSFER RESTRICTIONS

3.1  Notice Requirement, Prior to any voluntary Transfer of any Shares, the Offering Stockholder
shall first simultaneousty send a Transfer Notice to the Company and each other Stockholder of his intention to
Transfer all or a portion of his Shares to a transferee who has a bona fide intent and the ability to acquire the
subject Shares in accordance with the terms of such Transfer Notice. The period beginning on the date which is
five calendar days after the date of a Transfer Notice which is sent in accordance with the preceding Sentence
through ad including the forty-fifth (45th) day after such date shall be the “Optioa Period.” The Transfer Notice
simultaneously shall constitute (1) an offer to sell the number and class of Shares set forth in the Transfer Notice
(the “Offered Shard’) in whole or in part to the Company, and (2) an offer to sell to thc other Stockholders that
number of Offered Shares which the Company does not ¢lect to purchase, in accordance with the terms and
conditions of this Article 3. The Offering Stockholder promptly shall notify the Company and the other
Stockholders N writing Of any changes in the terms Of the Transfer Notice. which subsequent notice shall
constifute a new offer for purposes of this Article 3. All offers to the Company and the other Stockholders under
thisScction3.1 shall be irrevocable during the Option Period.
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3.2 Company's Rights. During the first fifteen ( 15) days of the Option Period, the Company shall
have the exclusive right and option, but not the obligation, t0 elect to purchase all or any portion of the Offered
Shares at the offering price specified in the Transfer Notice and on the terms and condition described in the
Transfer Notice, provided, however, that if any consideration to k paid under the Transfer Notice is other than
cash, the Company may substitute therefor cash equai to the fair market value of such non-cash consideration.
If the Company desires to exercise its option to purchase all or any portion of the Offered Shares, then no later
than 11:59 P.M. central standard time on the fifteenth (15) day of the Option Period, it shall deliver written notice
to the Offering Stockholder which indicates its acceptance of the offer to purchase Offered Shares and the number
of Offered Shares which it has elected to purchase.

33 Stockholders Rights.

(3  If and to the extent that the Company elect to purchase less than 100% of the Offered
Shares (the “Remaimng Shares™), then the other Stockholders shall have the right and option to elect to purchase
all or any portion of tk Remaining Shares at the offering price specified in the Transfer Notice, and on the terms
and conditions described in the Transfer Notice; provided, however, that if any consideration to be paid under
tk Transfer Notice iS other than cash, the otha Stockholders may substitute therefor cash equal to the fair market
value of such non-cash consideration.

(b) If any other Stockholder desires to exercise his option in whole or in part to purchase
Remaining Shares (“Buying Stockholder™), then no later than 11:59 P.M. centra standard time on the last day
of the Option Period, K shall deliver written notice tO the Company and tk Offering Stockholder which indicates
his acceptance of the offer to purchase Remaining Shares, and the maximum number of Remaining Shares which
K has elected tO purchase. The actual number of Remaining Shares which each Buying Stockholder who has
delivered such notice will be entitied to purchase shall be equal to the product of (1) the lesser of (i) the aumber
of Remaining Shares or (i) tbe total number of Remaining Shares which all Buying Stockholders have elected
to purchase, multiplied by (2) a fraction, the numerator of which shall k tk total number of shares of Common
Stock held by the Buying Stockholder (or which may k acquired upon the conversion Of any then outstanding
Shares) ad the denominator of which shall be the total number of shares of Common Stock kid by all Buying
Stockholders (or which may k acquired upon the conversion of any then outstanding Shares). If as a result of
such allocation any Buying Stockholder is allocated a number Of Shares t0 purchase which is greater than the
number Of Shares which k committed to purchase, then the excess Shares shall k realocated in one or more
successive allocations on the same basis anong the remaining Buying Stockholders who were not allocated the
full pumber Of Shares which they committed to purchase using the formula specified above, except that item (1)
shal k replaced with thc total number of excess Shares and tk term “Buying Stockholder” shdl refer to the
remaining Buying Stockhoiders who were not allocated the full number of committed Shares.

34  Allocation Notices. With respect t0 the Company or those other Stockholders who have timely
delivered notice of exercise of their respective options in accordance with this Article 3 (tbe “Exercising Parties ?,
the Company and the Offering Stockholder shall, within two days after the last day of the Option Period, consult
to determine tK allocation Of Offered Shares to these of the Exercising Parties Who have timely elected to
purchase Offered Shares. Within two days after the last day of the Option Period, either the Company or the
Offering Stockholder shall notify each of the Exercising Parties of the number of Offered Shares. if amy, which
it shall k obligated to purchase, which notice shall disclose the undertying calculations. Notwithstanding any
other provision of this Article 3, an Exercising Party shail be obligated to purchase that pumber of Offered Shares
which it iS determined in accordance with tk provisions of this Article 3 that such Exercising Party is entitled
to purchase.
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35  Lapse [f andto theextent that the company and the other Stockholders 00 N0t timely notify
the Offering Stockholder of their respective clections 10 purchase Offered Shares or collectively specify for
purchase less than 100% of the Offered Shares, then the offers by the Offering Stockholder to the Company and
the other Stockholders to the extent not umely accepted shall lapse. upon the lapse in whole or in part of the
Offering Stockholder’s offers to the Company and the other Stockholders, the Offering Stockholder shall be free
to Transfer that oumber of Offered Shams which it iSentitled tO Transfer in accordance with this Article 3 in
strict compliance with the tams of the Transfer Notice for a period of sixty (60) days thereafter, but after Such
sixty (60) day period, the restrictions of this Agreement shall again apply. Shares so Transferred shall be subject
to the terms and conditions Of this Agreement.

3.6 Buy-Out Offers. Notwithstanding any other provision of this Article 3 and subject to the
provisions of this Section 3.6, if any Stockholder or the Company receives a Buy-Out Offer (as defined below)
and a Required Interest clects to accept such offer as to their Shares, then the Required Interest shall have the
right to require that all Stockholders sell 100% of their Shares to the Buy-Out Offeror (as defined below) on the
same terms and subject to the same counditions of purchase and sale; provided, that Stockholders holding Shares
representing securities convertible (for 00 additional consideration) into shams of Common Stock shall participate
in such Buy-Out Offer with respect to such Shares as if such Shares had been converted on the date of such
Buy-Out Offer. A “Buy-Out Offer” means an offer made by any person who iSnot then a Stockholder to
purchase all but not less than all of the then issued and outstanding Shares. A “Buy-Out Offeror” means the
person(s) who maka a Buy-Out Offer.

(@ Buy-Out Notice. The Stockholder receiving a Buy-Out Offer (the “Notifying
Stockhoider™ shall promptly deliver to the Company and all other Stockholders a written notice (the “Buy-Out
Notice™) that contains the information required to be set forth in a Transfer Notice. The Notifying Stockholder
shall promptly deliver writte notice to the Company and the other Stockholders and in writing of any changes
in the terms of the Buy-Out Notice, which subsequent notice shall constitute a new offer for purposes of this
Section 36

) Special Meeting. Upon receipt of the By-Ott Notice or a Buy-Out Offer, the Company
shall call a specid mating of the Stockholders to vote on whether to accept the Buy-Out Offer. Such meeting
shall be held within 30 days of the date of the Company's receipt of the Buy-Out Notice or Buy-Out Offer, asthe
case may be.

() Cossssmtom I a Required Interest vote to accept the Buy-Out Offer, the Company
will deliver written notice to all Stockholders indicating that a Required Interest has voted to accept the Buy-Out
Offer and that all Stockholders will be required to participate in the sak contemplated by the Buy-Out Notice.
The Notifying Stockholder(s) shall promptly advise the Buy-Out Offeror that all communications from the Buy-
Out Offeror relating to the Buy-Out Offer must be delivered to all Stockholders, and for a period of 90 days after
the date of the Buy-Out Notice, each Stockholder shall be obligated to sell Shares to the Buy-Out Offeror
pursuant to terms and conditions that are identical for ail Stockholders and to those described in the Buy-Out
Notice as to the purchase price paShare and terms of payment; provided, that Stockholders holding Shares
representing securitics convertible (for no additional consideration) into shares of Common Stock shall participate
in such Buy-Out Offer with respect to such Shares as if such Shares had been converted on the date of such
Buy-Out Offer. Each selling Stockholder shall pay his own costs and expenses incurred in connection with the
sale of hisShares. |f a Required Interest does not vote to accept the Buy-Out Offer, then any Transfer of Shares
made to the Buy-Out Offeror shall be subjat to the conditions of Sections 3.1 through 3.5 (inclusive).
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(d) CreditmiesmmNotwithstanding any other provision of this Agreement, a Transfer
of Shares shdl not be permitted if, in the Company’ s reasonable judgment (asevidenced conclusively by a
resolution of the Board), that Transfer would cause an event of default under any credit agreement or loan
agreement to which the Company is a party as a borrower, and the lender in the credit agreement or {pan
agreement has not waived the default which would result from the proposed Transfer.

3.7 Permitted Transfers. Notwithstanding any provision contained in this Agreement to the

cantrary, the provisions 0f Sections 3.1 through 3.5 (inclusive) shall not apply to any Transfer by a Stockholder
to an Affiliate.

k¥ | Cross-References. References in other Articles and Sections of this Agreement to the
application of the provisions of this Article 3 shall exclude Section 3.6 regarding Buy-Out Offers,

ARTICLE 4
INVOLUNTARY TRANSFER RESTRICTIONS

4.1 Involuntary Transfers. Whenever a Stockholder has any notice or knowledge of any
attempted, impending or consummated involuntary Transfer of, or lien Or charge upon any of, its Shares, whether
by operation of law or otherwise, it shall give immediate wnitten notice to the Company specifying the number
of Shares which are subject to such involuntary Transfer. Whenever the Company has notice or knowledge of
any such attempted, impending or consummated involuntary Transfer, lien or charge, it promptly shall give
written notice to the other Stockhoiders specifying the number of Shares which are subject to such involuntary
Transfer.  In either case, the Stockholder agrees to immediately disclose to the Company and the other
Stockholders dl pertinent information in itS possession relating to the Transfer, |f any Share is subjected t0 an
invohmtary Transfer, lien or charge, the Stockholder(s) and/or other record owner of such Shares shall be deemed
an Offering Stockholder(s). and the Company and the other Stockholders shall a al times have the immediate
and continuing exclusive option, but not the obligation, to purchase the subject Shares in the priorities of, and
in accordance with Article 3 for each successive 45 day period, except the purchase price shall be determined
pursuant to Section 6.1 and the purchase shall be on the terms and conditions described in Section 6.2, and any
Shares so purchased shall in every case be free and clear of the Transfer, lien or charge. The purchase price shall
first be paid directly to the holder of the encumbrance on the Shares in an amount sufficient to discharge the
obligation undertying, and release, the encumbrance. The balance of the purchase price, if any, sl be paid to
the offering Stockholder.

4.2 Trandfers in Bankruptcy. Jf a Stockholder or Spouse is the named debtor in bankruptey or
receivership proceedings and a Transfer of Shares is proposed or directed, the Company and the other
Stockholders shall have an exclusive right of first refusal to purchase the named debtor's Shams to the same
extent as if such Transfer constituted an offer to sell Shares under Article 3, and the provisions of Article 3 shall
accordingly control the exercise of thisright of first refusal, except the purchase price shall be determined
pursuant to Section 6. | and the purchase shall be on the terms and conditions described in Section 6.2. For
purposes hereof, the “Option Period” shall commence as of the later of the date that al other Stockholders receive
notice that a Transfer of Shares is proposed or directed pursuant to this Section 4 or the date the purchase price
is established pursuant to Section 6.1.
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ARTICLE 5
PURCHASE UPON DEATH OR DIVORCE

5.1 Death of Spouse. If any Shares are owned by an individual Stockholder and his Spouse jointly
and the Spouse predeceases such Stockholder, then the surviving Stockbolder immediately shall simultaneously
send written notice to the Company and the other Stockholders specifying the date of death of his Spouse and the
nature Of the deceased Spouse’s interest in the Shares. Such interest may be Transferred directly to the surviving
Stockholder. If the Spouse predeceases such Stockholder and the Spouse's interest in the Shares is not
Transferred directly to such Stockholder, then tk Company and the other Stockholders shall have the option, but
not the obligation, to purchase the Spouse's interest in the Shares under the terms of Section 5.2 asiif the
surviving Stockholder rather than the Spouse bad died, and all provisions of Section 5.2 shall appty. Upon the
exercise Of any such option, the legal representative or trustee of the deceased Spouse’s estate shall be obligated
to sell such interest, and perform any further acts and execute and deliver any documents which may be
reasonably necessary to carry out the provisions of this Agreement. In al other respects, the interest in the Shares
of the Spouse shall be subject to the restrictions and terms of this Agreement.

5.2 Death of Stockholder. Upon learning of the death of amy individual Stockholder, the Company
immediately Shall simultaneously send written notice to the other Stockholders, specifying the date of death and
the number Of Shares owned Dy the deceased Stockholder (the “Notice”). For a period of 45 days after the date
the Notice is sent, the Company and the surviving Stockholders shall have the option, but not the obligation, to
purchase all or any portion of the Shares owned by such deceased Stockholder on the date of his death in the
priorities of and in accordance With the provisions of Article 3, at the purchase price determined pursuant to
Section 6. | ad on the terms and conditions described in Section 6.2, except that the Offering Stockholder shall
be the legal representative or trustee of the deceased Stockbolder. Upon the exercise of any option under this
Section 5.2, the legdl representative or trustee of the deceased Stockholda' s estate shall sell the deceased
Stockholder’s Shares to the Company and/or the surviving Stockholders, as the case may be, and perform any
further acts and execute and deliver ary documnents which may be reasonably necessary to carry out the provisioas
of this Agreement. If the Company or the surviving Stockholders do not purchase dl of the deceased
Stockholder’s Sham, then his estate and any beneficiaries of his estate to whom the estate distributes Shares shall
be subject t0 the restrictions and provisions of this Agreement and shall execute an Adoption Agreement pursuant
to soxial2.2.

5.3 Life Insurance. In order to fund the payment of the purchase price for the Shares which may
be purchased by the Company under this Agreement on the death of any Stockholder, the Company may apply
for and maintain permanent and/or term life insurance policies on the lives of any or all of such Stockholders in
such amounts as the Board, in its sole and absolute discretion, may deem appropriate and necessary. Each policy
shall belong solely to the Company and, subject to the provisions of this Agreement, the Company reserves all
the powers and rights of ownership of such insurance. The Company shall be named as the primary beneficiary
of each policy and shall pay ail premiums as they become due. No Stockholder shall exercise any of the powers
of ownership of any policy by changing the named beneficiary, canceling the policy, electing optional methods
of payment, converting the policy, borrowing against it, or in any way changing its nature, value, or the rights
under tk policy or policies. No proceeds of amy insurance policy funded by the Company shall be available to
anry person other than the Company. Any dividends paid on any policy or policies before matunty or the insured's
death shalt be paid to the Company and shall not be subject to this Agreement. Upon an insured Stockholder's
death, the Company shall file the necessary proofs of death and collect the proceeds of any outstanding policies
of life insurance. All insurance proceeds obtained pursuant to this Section 5.3 shall be applied to pay the
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purchase price of the Shares in cash & the tie of purchase, if amy, and any excess shdl be added g the
Company’s working capital.

5.4 Divorce of Stockholder and Spouse. If any Shares are owned by an individual Stockholder
and his Spouse jointly, and the marriage of that Stockholder and his Spouse is terminated by divorce or
annulment, and that Stockbolder does not obtain all of his Spouse's interest in the Shares incident to the divorce
or annulment, then such Stockholder shall simultaneously give written notice to the otha Stockholders and the
Company within thirty (30) days after the effective date of the final, nonappealable divorce decree or of the
anmnulment, The written notice Shell specify the effective data Of termination Of the marriage and the number Of
Shares to which anty interest retained by the Stockholder's former Spouse relates. For a period of thirty (30) days
after the determination of the purchase price pursuant to Section 6.1 hereof, the divorced Stockholder shall have
an exclusive option, but not the obligation, to purchase all or any portioa of his former Spouse’s retained interest
in the Shares at the purchase price determined pursuant to Section 6.1 and on the terms and conditions described
in Section 6.2 The divorced Stockholder's thirty (30) day option shall be exercised by delivering to his former
Spouse, the Company, and the other Stockholders a written notice specifying the number Of Shares Or interest
in the Shares as to which the option is being exercised If the divorced Stockholder does not purchase al of his
former Spouse's interest in the shams, then the Stockholder's spouse shal be deemed an Offering Stockholder,
and for the 45 day period commencing With the expiration of the divorced Stockholder's thirty (30) day option,
the Company and the other Stockholders shall have an exclusive option, but not the obligation, to purchase all
or any portion of the former Spouse's retained interest in the shares in the priorities of, and in accordance with
the provisons of Article 3, at the purchase price & scribed pursuant to Section 6. [, and on the terms and
conditions described in Section 6.2. If any option is exercised pursuant to this Section 5.4, then the former
Spouse shal sell any interest in the Shares retained incident to divorce Or annulment.

85  Termination of Employment If the Company's employment of any Stockhoider is terminated
for amy reason other than death, then the terminated Stockholder shail be deemed an Offering Stockholder, and
for the 45 day period commencing with the date of termination, the Company and the other Stockhoiders shall
have an exclusive option to purchase all or any portion of the Shares owned by the Offering Stockholder in the
priorities of, and in accordance With, the provisions of Article 3, except that the purchase price shall be
determined pursuant to Section 6.1, and the terms and conditions shall be as described in Section 6.2. On
termination Of a Stockholder-employee, the Company shall promptly given written Notice to the other
Stockholders, such notice specifying the termination date and the number of Shares owned by the Offering
Stockholder.

ARTICLE 6
PURCHASE PRICE AND TERMS

6.1 Purchase Price Whenever any Shares shall be offered at the“purchase price,” or at any
offering price determined with reference to the purchase price, except as otherwise provided herein, the purchase
price shall be the price per share of Common Stock set forth on Exhibit 6.1(a), which exhibit shal be amended
by the mutual written agreement of all of the parties hereto beginning on the date hereof, on each February 1 and
August | thereafter during the term of this Agreement, and at such other times as the parties hereto mutually
agree. If such Shares represent securities Of the Company coavertible (for no additional consideration) into shares
of Common Stock the aggregate purchase price shall be determined as if such Shares bad been converted into
Common Stock as of the date of the event or notice which fixes the obligation to Transfer the Shares. If the
partics hereto have, at any time, failed to enter into a mutual written amendment of Exhibit 6.1(a) within the time
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period set forth above, ad such failure shall have continued during atime in Which the “purchase price” isto be
desmmmed in accordance with this section, then the purchase price per Share shall be determined by any appraiser
listed on Exhibit 6.1(b) hereto which is chosen by the party which is offering Shares under the terms hereof.  |If
such an appraiser is not engaged by such party within 30 days after the event which has caused the offering of
Shares pursuant t0 the terms hereof, the Company shall appoint amy partner in the Houston office of Arthur
Andersen & Co.(or if Arthur Anderson & Co. refuses to act, then any partner in the Houston office of a nationally
recognized accounting firm) as the person who shall select the appraiser for the purposes hereunder, which
appraiser may be any person or eatity with demonstrated experience io the valuation of bio-tech companies and
which iS not lised on Exhibit 6.1(b) hereto. In all events, any such ap&rmsal sl be in accordance with the
valuation method set forth in Section 6.1(b) and shall be eomplcted and delivered to all parties hereto within 90
days of the event Which caused the offering of Shares hereunder.

(a) Fees and Expenses of Appraisal. The Company and the Offering Stockholder shall
each bear 50% of the fees and expenses of the appraiser if one is selected pursuant to the terms hercof.

Valuation Method. In deriving the far market value of the shares pursuant to this
section, the appraiser shall spply such gppraisal techriques and methodologies as it deems appropriate to
determine the fair market value of the Company as a going concern and shall mot consider any factors which
would be applicable only to the value of less than 100% of the Company. The per share price of the shares to
be purchased shall equal the fait market value of the Company so computed divided by the total Shares then
issued and outstanding (computed on a fully diluted basis).

6.2 Payment Of Purchase Price Payment of tk purchase price for Shares purchased pursuant to
this Agreement shall be made as follows provided that the purchasing party, whether the Company or a Buying

Stockholder, may aways elect to pay the purchase price in full in cash instead of on the following terms:

(a) Onthccksingdate,tthompanyatheBuyingSmd:holdus,asthecascmaybc,shall
deliver to the Offering Stockholder a down payment in cash equal to twenty-five percent (25%) of the total
purchase price. The balance of the total purchase price shall be paid in accordance with the terms of a three (3)
ywplmnssaynotcbwmgmmmtatamteequal to the fluctuating per annum rate of interest reported in The
Wall Street Journal astk “prime rate” (the base rate on corporate loans of large U.S. money center commercid
banks), payable in tharty- Sixty (36) equd meonthly installments of principal and interest. The promissory note
shail be substantially in the form attached hereto as Exhibit 63(a).

®) Upon receipt of the cash down payment and the promissory note, the Offering
Stockbolder shall deliver to the Company or the Buying Stockholders, as the case may be, the number of Shares
purchased, properly endorsed or accompanied by an executed stock transfer power.

(©) The payment of all sums due under the promissory note shall be secured by a pledge
of ail of the Shares purchased in the transaction to which the promissory note relates. In the event of a default
in payment of the principal or interest of the promissory note, the selling Stockholder shall have recourse against
the Sbarcs being held as collateral and shall have recourse againgt tk purchaser of the Shares. The pledge
agreement Shall be substantially in the form attached hereto as Exhibit 6.2(c).

(d) In the event the Company is the beneficiary of life insurance proceeds payable upoo the

destb of a Stockholder, and if the successor in interest Of a Stockholder sells the Shares of the deceased
Stockholder to the Company, the Company shall utilize one hundred percent (100%) of the life tnsurance
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proceeds as a down payment for the Shares to the extent of the purchase price of such Shares. The down payment
shall be payable on the Closing Date and the principal amount of the promissory aote will be correspondingly
reduced. If the life insurance proceeds are less than the twenty-five percent (25%) cash down payment described
in Section 6.2(3), then the Company shall pay the deficiency in cash

ARTICLE 7
EFFECTIVE DATES

7.1 Closing Date. Whenever an Offering Stockbolder, the Stockholders or the Company are
obligated to sell or purchase Shares to one another under the terms of this Agreement, the closing date of the
transaction shall be a business day and hour specified by the Company at a designated location. Unless the
paxtics agree to the contrary the closing date shall not be more than seventy-Give (75) days after the occurrence
of the event or notice which fixed the obligation to Transfer the Shares. Notice of the details of closing shall be
funished by the Companry no later than tem (10) days prior to the closing date. At the specified time of closing,
certificates for the Shares purchased shall be delivered, together with stock transfer instruments sufficient to
effect the Transfer, duly endorsed by the transferring Stockholder and transferred of record to the respective
purchasers against payment to the transferring Stockhalder in cash or by certified check of the purchase price or
the offering price (except as otherwise provided herein), as the case may be.

7.2 Notices, Offers, Acceptances. Any unotice, instruction, authorization, request or demand
required or permitted hereunder shall be in writing, and shall be delivered either by personal delivery, by telegram,
telex, telecopy or similar facsimile means, by certified or registered mail, return receipt requested, or by courier
or delivery service, addressed to the partics hereto at the address indicated beneath their respective signatures on
the execution pages of this Agreement or the adoption agreement contemplated by Section 2.2, as applicable, or
at such other address and number as a party shail have previously designated by written notice given to the other
partics in the manner hereinabove set forth. Notices shall be deemed given when received, if sent by facsimile
mecans (confimation Of such receipt by confirmed facsimile transmission being deemed receipt Of
communications Sent by facsimile means); and when delivered and receipted for (or upon the data of attempted
delivery where delivery is refused), if hand—delivered, sent by express courier or delivery service, or sent by
certified or registered mail, return receipt requested.

ARTICLE 8

ENFORCEMENT

8.1 Endorsements on Stock Certificates. Each certificate representing Shares now owned or
heresfter owned by the Stockholders a any transferee shall tear coaspicuous restrictive legends worded
substantially as follows, in addition to any other |legends required by law:

THE SECURITIES EVIDENCED HEREBY ARE SUBJECT TO CERTAIN RESTRICTIONS AGAINST
TRANSFER PURSUANT TO THE TERMS OF, AND TO A VOTING AGREEMENT CONTAINED IN.
A STOCKHOLDERS AGREEMENT BETWEEN THIS CORPORATION AND ITS STOCKHOLDERS
WHICH PROVIDES FOR, AMONG OTHER THINGS, AN OPTION IN FAVOR OF THE COMPANY
AND ITS STOCKHOLDERS TO PURCHASE THESE SECURITIES IN CERTAIN INSTANCES. THE
CORPORATION WILL FURNISH WATHOUT CHARGE A COPY OF SUCH AGREEMENT TO THE
RECORD HOLDER OF THIS CERTIFICATE UPON WRITTEN REQUEST TO THE SECRETARY OF THE
CORPORATION AT TS PRINCIPAL PLACE OF BUSINESS.
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THE SECURITIES EVIDENCED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933. AS AMENDED {*ACT"), OR UNDER ANY APPLICABLE STATE SECURITIES LAWS,

AND THEY CANNOT BE OFFERED FOR SALE. SOLD. TRANSFERRED, FLEDGED OR QTHERWISE
HYPOTHECATED EXCEPT IN ACCORDANCE WITH THE REGISTRATION REQUIREMENTS OF THE
ACT AND SUCH STATE LAWS OR UPON DELIVERY TO THIS CORPORATION OF AN OPINION
OF LEGAL COUNSEL SATISFACTORY TO THE CORPORATION THAT AN EXEMPTION FROM
REGISTRATION IS AVAILABLE.

THE CORPORATION I S A - TOISSUE SHARES OF MORE THAN ONE CLASS OF STOCK
OR MORE THAN ONE SERIES OF A CLASS. THE CORPORATION WILL FURNISH A STATEMENT
OF THE POWERS, DESIGNATIONS, PREFERENCES AND RELATIVE, PARTICIPATING, OPTIONAL
OR OTHER SPECIAL RIGHTS OF EACH CLASS OR STOCK OR SERIES THEREOF AND ME
QUALIFICATIONS, LIMITATIONS OR RESTRICTIONS OF SUCH PREFERENCES AND/OR RIGHTS,
WITHQUT CHARGE, TO THE HOLDER OF THIS CERTIFICATE UPON RECEIFT BY THE
CORPORATION AT ITS PRINCIPAL PLACE OF BUSINESS OR REGISTERED OFFICE OF A WRITTEN
REQUEST FROM THE HOLDER REQUESTING SUCH COPY.

82 Breach. Any purported Transfer in breach of any provision of this Agreement shall be void and
ineffectual and shall Mt operate tO Transfer any interest or titlein the purported transferee.

ARTI CLES
TERMINATION

This Agreement shall terminate upoa (i) the written agreement of the Company (which will require Board
approval) and a Required Interest of the Stockholders which shall be determined by reference to the number of
Shares held by the Stockholders, provided that no termination shail adversely affect any rights of any party under
this Agreement which have vested prior to termination; (ji) naming of the Company as Debtor in bankruptcy
proceedings for a period of sixty (60) days without dismissal, the execution by the Company of an assignment
for the benefit of its creditors, the appointment of a receiver for the Company, or the voluntary or involuntary
liquidation or dissolution of the Company; or (i) the company’s coasummation of an Initial Public Offering

The Company promptly shall deliver written notice of any termination of this Agreement to all parties
bereto.

ARTICLE 10
OTHER AGREEMENTS
10.1 Voting Agreement. At each annual meeting of the Stockholders, at cach special meeting of the
Stockholders called for the purpose of electing directors of the Company, and at any time at which Stockholders
of the Company shall have the right to, or shall, vote for directors of the Company, then, in cach event, each

Stockholder shail vote all Shares then owned by each Stockhoider in such a manner as to ensure that the number
of directors of the Company is three and that each of:
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QDirector No.
1 JeldS. Cobbe
2 Robart Garrison

3 William J. Doty {or sncther person dexignated by the Board of Regents of the University of
Texas System)

aro alected o8 the throe membery of the Board, and shall vote againet the removal of eech of ruch parson from the
Board whenever a ramaval vote is taken, subject to the terme of this provision, Each Stockholder shall 30 vote
his Shares as to Director No. 1-3for 50 long ms each of Jerald S. Cobbs, Robert Garrison md the Board of
Regeots of the University of Texas System own of record ar beneficially Sharcs, provided, that if any such persan
coases to 80 own such Shares, the Stockholders' agreament to vote for (ar againat the removal of) such person
shall cease, but the voting agrecinant with regpect to the persors that remain Stockholdery ahall still spply.

102 Confideatiality. For purposes of this Section 10.2, the tem “Company™ shall also inchude its
Affiligtes.

(a) Each Stockholder acknowledges snd agreca that (i) its ownership interest in the Company
afftrds it access to Confidential Information reganding the Compeny and its busincas; (i) the dissemmation or
use of Confidential Information in sy mmmer inconsistent with protecting snd farthering the Campany, its
boiness, and its prospects would ceuse the Company grost loss and irreparsble harm; #nd (iti) one of the duties
of ownerahip in the Company is to proveet the disseminstion or use of Confidential Information of the Company
in any mamner incongistent with protecting and fxrthering the Campany, its business mnd its prospects.

()  Accordingly, cach Stockholder agrees that it shall not for iteelf, himself, harveif or on behalf of
any other parson (whether a3 mn individual, agant, servant, cmployes, employer, officar, director, stockholder,
ovestex, mmm«nqmm)mcmwcmmmmm
Confidential nfiymation of the Company; provided, Aowever, that (after reascmable messores havo been taken
% maintzin confidentislity and sfier giving resscnable notice to the Company specifying the information invoived
and the matter snd extent of the proposed disclosure thereaf) sy disciosure of such infyssmtion may be made
to the extent required by applicable lsws ar judicial or regulatory proomss. Notwithstandmg my provision
c-mtminad in this Section 10.2 to the omtrary, with respect 10 anry employen of The University of Texas M.D.
Aaderson Cancer Center ("MDA™) (other than any such smployee who becomes a director or afficer of the
Compazy under the trms of this Agromnent or otherwiss) the term “Confidential indesssation”™ for purposes of
this Section 10.2 shall have the mesning given 10 such term under Sectiom 11.1 of the Patent end Technology
License Agreement, as amanded and i effect from time to time, amapy the Boand of Regenta of the University

of Texas Systemn, MDA snd the Campany.

103  "Marimt Stand-Off" Agremment. Each Stackholder hereby agrees that, (1) during the pariod
of durstion spexified by the Campeny and an underwriser of Common Stock or other securities of the Company
and agread 1o by & Reguired Interest thllowing the affective date of & registration stateznant of the Compazy filed
under the Securities Act, moh Stockhoider sball not, 10 the extert requestod by the Compauy and mch
undarwriter, divectly or indirectly sell, offer o sell, contract to sell (insluding, without Liomtation, sy short sale),
grant moy option to purchase or otharwise rwnafer or disposs of sy securition of the Company beld by him o sny
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time during such period except securities of the Company included in such registration s tatement and (i) such
Stockholder shall execute any and all agreements reasonably requested by such underwriter to enforce such
lockup. In order to enforce this covenant, the company may impose stop-transfer instructions with respect to
any Shares until the end of such peried. This Section 10.3 shall survive the termination of this Agreement.

ARTICLE 11
MISCELLANEOUS

11.1  Representations and Warranties. All partics hereto represent, warrant and covenant that they
have full power and authority to enter into and perform this Agreement in accordance with its terms, and that they
will perform all agreements made by them hereunder in accordance herewith.

113. Amendment. This Agreement may be amended at any time by a written instrument adopted
by the Company and executed and agreed to by a Required Interest; provided, however, that (i) an amendment
reducing O increasing the required Stockholder Consent or vote in this Agreement is effective only with the
consent or vote of the Stockholders theretofore required, and (i) an amendment which would affect the rights of
aperson Who iSno longer a Stockholders, shdl require the consent of the person so effected

113.  Spouses. The Spouses are fully aware of, understand. and fully consent and agree to the
provisions Of this Agreement and its binding effect on any interest that Spouse may have by reason of marriage
to a Stockholder or otherwise in any Shares subject to the terms of this Agreement held in the Stockholder's name
on the stock records of the Company at or subsequent to the date of execution of this Agreement. Any obligation
of a Stockholder or his legal representative to sell or offer to sell his Shares under the terms of this Agreement
includes an obligation on the part of that Spouse to seil or offer to sell any interest she may have in the Shares
in the same manner.

114. Binding Effect. This Agreement shdl be big upom, inure to the benefit of and be
enforceable Dy the parties hereto, their respective heirs, legatees, devisees, legal representatives, successors and
pemitted assigns.

115.  Previous Agreements Superseded. This Agreement supersedes all previous agreements by
and among any one or more Of the Company, the Stockholders and Spouses relating to the subject matter hereof.

11.6.  Severability. |f any one or more provisions of this Agreement shall be invalid, illegal o unen-
forceable in My respect, then the validity, fegality and enforceability of the remaining provisions shall not in amy
way be affected or impaired thereby.

11.7. Geverning Law. This Agreement shall be construed in accordance with, and governed by, the
internal law, and not the law of conflicts, of the State of Texas.

11.8. Gender. Whenever the context requires, the gender of all words used herein shall include the
masculine, feminine and neuter.

119, Counterparts. This Agreement may be excouted in multiple counterparts by means of original

or facsimile signatures, cach of which shall be considered an original but all of which shall constitute one and the
same instrument.
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IN WITNESS WHEREOF, each of the parties hereto has executed this Agreement on and effective as
of the day first above wnitten.

COMPANY:
BIOCYTE THERAPEUTICS, INC.

Address: BioCyte Therapeutics, Inc.
5599 San Felipe, Suite 3 10
Houston, Texas 77056

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

STOCKHOLDERS: SPOUSE:
HARRIS WEBB & GARRISON

By:
Name:
Title
Address:  Harris Webb & Garrison
5599 San Felipe, Suite 3 10
Houston, Texas 77056

Telecopy: (713) 99346%
Attention:
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THE BOARD OF REGENTS OF
THE UNIVERSITY OF TEXAS SYSTEM

By.__
Name:
Title:
Address: 221 w. 7th Street
Austin, Texas 7870 1

Telecopy: (5 12) 4994523
Aftention:

with copy to:

The Universty of Texas
M.D. Anderson Cancer Center

Address: 1020 Holcombe Boulevard, # 1405
Houston, Texas 77030
Telecopy: (713) 794-1356

Attention: Wiiam J. Doty

Name Spouse
Address: Address:
Name Spouse
Address: Address:
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SCHEDULE AND EXHIBIT LIST

SCHEDULE A
EXHIBIT 22
EXHIBIT 6.1(a)
EXHIBIT 6.1(b)

EXHIBIT 6.2(s)

EXHIBIT 6.2(c)

Stockholder List

Form of Adoption Agreement
Far Market Vaue per Snare
Approved Lis of Appraisers

Form of Promissory Note
Form of Pledge Agreement
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EXHIBIT 2.2
ADOPTION OF STOCKHOLDERS AGREEMENT

THIS ADOPTION OF STOCKHOLDERS' AGREEMENT (this “Adoption Agreement”) iS entered into

on this day of » 19__, by and among BioCyte Therapeutics, |nc., a Delaware
corporation (the “Company™), Stockholders and spouses (as each undefined term is defined below).
WIINESSETIH:

WHEREAS, the Company, the Stockholders and Spouses entered into a Stockholders' Agreement dated
, 1996 (the “Agreement”);

WHEREAS, Section 2.2 of the Stockholders' Agreement provides that as a condition precedent o the
acquisition of Shares by a ransferee or issues, each Stockholder and Spouse authorizes and directs the Company
upon the issyance of Shares to any transferee to execute, on the Company’s behalf and as agent for each
Stockholder and Spouse, with the transferee or issuee and spouse, if applicable, an agreement  pursuant to which
the transferee or issuee and spouse, for themselves and for their respective SUCCESSOrS, SUCCESSOrS in interest,
heirs, legatees, devisees and legal representattves to be bound by the terms and conditions of the Agreement, as
if an original party to the Agreement; and

WHEREAS, the undersigned , and spouse (ii gpplicable),
, desire to acquire Shares of the Company.

NOW, THEREFORE, for and in consideration of the premises and mutual and dependent covenants and
agreements herein contained, the Company, on its own behalf and as agent for each Stockholder and Spouse, and
and spouse (if applicable) , agree

as follows:

L A true and correct copy of the Agreement, as heretofore amended and together with all adoption

ts heretofore entered into pursuant to Section 2.2, isattached bereto and incorporated fully
herein by reference. All undefined capitalized terms used in this Adoption Agreement shall have the
meaning ascribed to them in the Agreement.

2, The undersigned, , and spouse (if applicable)
, having acquired Shares, hereby take the Shares
subject to all of the terms, covenants, conditions, limitations, restrictions and provisions contained in the
Agreement. By execution of this Adoption Agreement, the undersigned agree to be bound by the terms
and conditions of the Agreement and agree that the Agreement shall be binding upon and inure to the
benefit of the heirs, legatees, devisees, legal representatives, successors and permitted assigns of the
undersigned.

3 and acknowledge receipt of a true
and correct copy of the Agreement and further acknowiedge that we have read Agreement and understand
and agree {0 abide by all terms, covenants, conditions, limitations, restrictions and provisions contained

in the Agreement.
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4 and hereby become a “Stockholder”
and a “Spouse” as determined in accordance with the tams of tk Agreement for ail purposes of the
Agreement as if original parties to the Agreement.

IN WITNESS WHEREOF,

and the Company have executed this Adoption Agreement on this
day of ,19_ .

BIOCYTE THERAPEUTICS, INC.
(2 Delaware corporation)

By:

President, oa behalf of the
Company and as agent for cach
Investor, Sockholder and Spouse

(Printed Name of New Stockholder or
Investor)

Address:

Telecopy No.:

Aftention:

(Printed Name of Spouse)
Address if different:
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EXHIBIT 6.1(a)
FAIRMARKET VALUE PER SHARE

To come
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EXHIBIT 6.1(b)
APPROVED LIST OF APPRAISERS

To Come
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EXHIBIT 6.2(a)
PROMISSORY NOTE

FOR VALUE RECEIVED, on or before , the undersigned,

(“Debtor”), hereby promises to pay to the order of

.a (*Creditor”), at its
office at , Inlawful mouney of the United
States of America, the principa amount of
DOLLARSAND CENTS ($), together_with interest on the unpaid balance
of sad principa amount from time to time remaining outstanding, from the date hereof until maturity, in like
money, at said office, at a rate per anoum equal to percent (____%) (the “Note Rate™. Interest
on this Note shall be calculated at a rate per annum based upon the actual number of days elapsed in an actual
calendar year (365 days a 366 days in a kap year, as may be applicable).

All past due principal of, and interest on, this Note shall bear interest from the due date thereof (whether
by acceleration or otherwise) until paid at a per annum rate equai to the Note Rate.

This Note is due and payable in ( ) equal installments of principa and
interest, each such installment of which shall be in the amount of
DOLLARS AND CENTS (§),_and the final installment being in the amount
of the balance of principal plus accrued interest then due hereon. The first such installment is due and payable
on , and the remaining installments are due and payable in consecutive order on the
same day of each and every succeeding cakndar month thereafter until all sums called for hereunder have been
paid in full, with the final such instaliment due and payabie on

Debtor shalt have the right, from time to time, without premium or penalty, to prepay the indebtedness
evidenced by this Note, in full or in part.

The records of Creditor shall constitute rebuttably presumptive evidence of the principal and accrued,
carned and unpaid interest remaining outstanding oa this Note.

If this Note is collected by suit or through the bankruptcy court, or any judicial proceeding, or if this Note
is not paid at maturity, howsoever such maturity may occur, and it is placed in the hands of an attorney for
collection (whether a not legal proceedings arc indtituted), then Debtor agrees to pay, in addition to all other
amounts owing hereunder, the collection costs and reasonable attorneys' fees of the holder hereof.

It is expressly stipulated and agreed to be the intent of Debtor and Creditor at all times to comply with
tk applicable Texas |aw goveming the maximum rate a amount of interest payable in connection with al the
sums duc hereunder (a applicable United States federal law to the extent that it permits Creditor to contract for,
charge, take, reserve a receive a greater amount of interest than under Texas kw). |f the applicable law is ever
judicially interpreted so as to render usurious any amount contracted fa, charged, taken, reserved or reccived with
respect to the loans evidenced by this Note, or if the acceleration of the maturity of the sums due hereunder or
if arry prepayment by Debtor results in Debtor having paid any interest in excess of that permitted by law, then
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it is Debtor’s and Creditor’s express intent that all excess amounts theretofore collected by Creditor be credited
on the principal balance of this Note (or, if this Note has been or would thereby be paid in full, refunded t0
Debtor), and the provisons hereof immediaiely be deemed reformed and the amounts thereafter coilectible
hereunder reduced, without the necessity of the execution of any new document, SO as to comply with the
applicable |aw, but so as to permit the recovery of the fullest amount otherwise called for hereunder. The right
to accelerate maturity of sums due hereunder does not include the right to accelerate any interest which has not
otherwise accrued on the date of such acceleration and Creditor does oot intend to collect any uneamed interest
i the event of acceleration. All sums paid or agreed to be paid Creditor for the use, forbearance or detention of
sums due hereunder shall, to the extent permitted by applicable law, be amortized, prorated, allocated and spread
throughout the full term of the loan evidenced hereby until payment in full so that the rate or amount of interest
on account of the loans evidenced hereby does not exceed the applicable usury ceiiing.

This Note is given in payment for capital stock owned by the holder or holders of this Note and is secured
by a Stock Pledge and Purchase Money Security Agreement of even date herewith, and any other secunity
agreements, guarantees, collateral assignments, deeds of bust and liemnstruments executed by Debtor in favor
of Creditor, or executed by any other person as security for this Note, induding any executed prior to,
simultaneousiy With, or after the date of this Note.

If Debtor fails to pay any principal of or interest on this Note as and when due (“Default™), then the
holder of this Note shall have the right to declare the unpaid principa sum of this Note and all interest then
accrued, eamed and unpaid immediately due and payable by Debtor, and shall have such other rights and remedies
provided at law or in equity, all such rights and remedies being cumulative. No delay or failure of the holder
bereof to exercise any of such rights and remedies accrued to it because of any such Default shall constitute a
waiver of said rights with respect to any such Default or any subsequent Defauit.

Debtor and all sureties, endorsers and guarantors of this Note waive demand, presentment for payment,
notice of non-payment, protest, notice Of protest, notice of intent 10 accelerate maturity, notice of acceleration of
maturity and all other notice, filing of suit and diligence in collecting this Note or enforcing any security herefor,
and agree to any substitution, exchange or release of any such security, the release of any party primarily or
secondarily lisble hereon and further agree that it will not be necessary for any holder hereof, in order to enforce
payment Of this Note, to first institute suit or exhaust itS remedies against any security herefor, and consent to
any one or more extensions OF postponements of time of payment of this Note on any terms or any other
indulgences with respect hereto, without notice thereof to any of them.

Time is of the essence in the payment and performance of this Note.

This Note shall be governed by and construed in accordance With the intemal |aw. and not the law of
conflicts, Of the State of Texas and applicable federal laws of the United States of America
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IN WITNESS WHEREOF, Debtor, has caused this Note
to be executed on this ___ day of , by, if Debtor is an entity, an officer thereunto

duly authorized.

DEBTOR

By:

Printed Name (and Title if applicable)
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EXHIBIT 6 2(c)

STOCK PLEDGE AND PURCHASE MONEY SECURITY AGREEMENT

Date:

} PARTIES, COLLATERAL AND OBLIGATIONS

FOR VALUE RECEIVED, and for the purpose of enabling (hereinafter called
“Debtor’™), whose address is , to obtain credit accommodations from ____
(bereinafter called “Secured Pagty™), whose address is

, Debtor hereby grants to Secured Party a security interest in the following property:

All of Debtor's present and after acquired interests in and to ( ) shares of
common stock, par value § per share (the “Shares™) of , a Delaware
corporation (the “Company”), and any and all additions, accessions and substitutions therefor, together
will all proceeds, monics, income and benefits attributable or accruing to said property, which Debtor
is or may hereafter become entitled to receive on account of said property, including, but not by way of
limitation, all interest, premium, redemption proceeds and all dividends and other distributions on or with
respect to such Shares, whether payable in cash, stock or other property and all subscription and other
rights (all of such foregoing property collectively called the “Cojlateral’™).

Immediately upon the execution of this Stock Pledge and Purchase Moacy Security Agreement (hereinafter
referred to as this “Security Agreement”™) by or on behalf of Debtor, Debtor will deliver or cause to be delivered
to Secured Party the instruments, securities and documents (if anmy) subject to this Security Agreement;
furthermore, if any money or monies, certificates of deposit, savings or passbook accounts, bank balances,
instruments, securities, documents, chattel paper, letters of credit or advises of credit are, at any time or times,
included in the Collateral, whether as proceeds or otherwise, upon demand therefor by Secured Party made after
default, Debtor will promptly deliver the same to Secured Party.

The pledge and security interest granted bherein secures the prompt and full payment and performance
of all of the following indebteciness, liabilities and obligations of Debtor to Secured Party (hereinafter collectively
called the “Qbligations™), whether joint or several, direct or indirect, absolute or contingent, due or to become
due, now existing or hereafter arising, and all renewals, extensions, increases, modifications, rearrangements,
amendinents and/or supplements of the Obligations, and any of the same. Such Obligations shall consist of the
indebtedness evidenced by that certain Promissory Note of even date herewith by Debtor to Secured Party in the
original principal amount of ($__) (the “Note™), and including all costs and expenses
and attoreys' fees and legal expenses payable by Secured Party in connection berewith or therewith, all in
accordance with the terms of the Note and this Security Agreement Unless otherwise agreed, all of the
Obligations shall be payable at the address of Secured Party set forth above.

o WARRANTIES AND COVENANTS OF OWNER
Debtor hereby warrants, covenants and agrees that:

() Except for the security interest granted hereby, Debtor is the owner and hoider of all the Shares
free from anry adverse claim, seaurity interest, encumbrance, lien, charge or any other right, title or iaterest of any
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Person otba than Secured Party; Debtor has full power and lawful authority to seil, tranfer and assign the
Collateral to Secured Party and to grant to Secured Party a first, prior and valid security interest therein as herein
provided; the execution and delivery and the performance hereof arc not in contravention of any indenture,

t aundertaking to which Debtor is aparty or by which Debtor (Or Debtor’s property) is bound; and
Debtor will defend the Coilateral against all claims and demands of all Persons at any time claiming the same or
any interest therein. AU agents a representatives acting for or on behalf of Debtor in connation with this
Security Agreement or any aspect hereof, or entering into or executing this Security Agreement on behalf of
Debtor, having duly authorized thereto and therefor, and are fully empowered to act for and represent Debtor in
connection with this Security Agresment and all matters related hereto o in connection herewith. Except for that
certain Stockholders’ Agreement by and among the Company and its stockholders, dated
and except as either evidenced on the certificates representing the Shams a otherwise previoudy disclosed in
writing by Debtor to Secured Party, Debtor hereby represents and warrants 1o Secured Party that the Shares are
not subject t0 any buy-sell agreements, irrevocable proxies or other restrictions.

(2)(a) Debtor has oot heretofore signed any financing statement a security agreement which covers
my of tk Collateral, and in which Debtor is named as o has signed as “debtor,” and no such financing statement
or security agreement iS now on file in any public office.

(b) As long as any amount remains unpaid on any of the Obligations, with respect to the Collateral:
(i) Debtor will not eater into or execute any security agreement or any financing Statement other than those
security agreements and financing statements in favor of Secured Party hereunder, and further (ii) there wiil not
be on file 1N any public office any financing statement or statements (or arry documents or papers filed as such)
other than financing statements in favor of Secured Party hereunder unless, in any case subject 0 this paragraph
(b), the specific prior written consent and approval of Secured Party shall have been obtained.

(c) Debtor authorizes Secured Party to file, in jurisdictions where this authorization will be given
effect, afinancing statement Sgnd only by Secured Party covering the Collateral. At the request of Secured
Party, Debtor will execute such documents as Secured Party may determine, from time to time, to be necessary
a desirable under provisions of the Uniform Commercid Code, as adopted and amended, in the State of Texas
(the “UCC™); without limiting the generality of the foregoing Debtor agrees to execute, at Secured Party’ Srequest,
one or more financing statements in form Satisfactory to Secured Party, and Debtor wall pay the cost of filing or
recording the same, or of filing or recording this Security Agreement in all public offices at any time and from
time to time, whenever filing or recording of any such financing statement or of this Security Agreement is
deemed by Secured Party to be necessary or desirable. In connection with the foregoing, it is agreed and
understood between the parties hereto (and Secured Party is hereby authorized to carry out and implement the
following agreements and understandings and Debtor hereby agrees to pay the cost thereof) that Secured Party
may, at any time, file as a financing statement amy counterpart, copy or reproduction of this Security Agreement
signed by Debtor if Secured Party shall elect so to file, and it is also agreed and understood that Secured Party
may, if deemed necessary adesirable, file (or Sgn and tile) as afinancing statement any carbon copy of, or
photographic or other reproduction Of, this Security Agreement or Of any financing statement executed ill
connection with this Security Agreement.

% Debtor will not sell or offer to sell or otherwise transfer a encumber the Collaterd or any
interest therein without the express prior written consent of Secured Party; and Debtor will keep the Collateral

free from any lien, security interest, encumbrance, charge of dam adverse to the interest of Secured Party;
provided, however, prior to the happening of a default hereunder, nothing contained in this Security Agreement
shall prohibit Debtor from using “ cash collateral” (as defined in Section 9.306 of the UCC).

- 233 =



(4} Except as specifically otherwise permutted a provided herein, if, a any time, Debtor holds or
has possession of any Collateral comsisting of “non-cash collateral” (as defined in Section 9.306 of the UCC),
then the same shall remain in Debtor’s possession and control &t all times at Debtor’ srisk of 10ss, and, if in
Debtor's possession, isnow kept, and at al times shall be kept, at the address first shown for Debtor at the
beginning Of this Security Agreement; and Debtor will promptly notify Secured Party of any change in such
address and of any new addresses where such Coilateral may be kept and of any other change in the above-
identified location of al or any pan of such Collateral, and Debtor will not move or remove such Coltateral, or
any part thereof, from the addresses and places described and specified above without the prior written consent
of Secured Party.

(%) Secured Party shall exercise reasonable care in the custody of aay of the Collateral in its

jon or control hercunder at any time or times. Secured Party shall be deemed to have exercised reasonable

care if such Collateral is accorded treatment substantially equal to that which Secured Party accords its own

property or if Secured Party takes such action with respect to the Collateral as Debtor reasonably requests in

writing, but neither failure to comply with any such request nor any omission to do any act requested by Debtor

shall be deemed to be a failure to exercise reasonable care.  Debtor agrees to take necessary steps to preserve

rights againgt any parties with respect to any Coilateral in Secured Party’s possession of contral, it being

understood, however, that Secured Party shall have no responsibility for ascertaining or taking action with respect

to calls, conversons, exchanges, maturities, tenders, renewals, collections or other matters relative to any
Collateral, whether or not Secured Party has or is deemed to have knowledge of such matters.

(6) Debtor represents and warrants to Secured Party that the value of the consideration received and
to be recetved, directly or indirectly, by Debtor as a result of the credit accommodations granted and extended
by Secured Party to Debtor is fair consideration to Debtor and reasonably worth at least as much as the
Obligations, and that the credit accommodations granted and extended by Secured Party have benefitted and may
reasonably be expected to benefit Debtor, directly or indirectly.

118 EVENTS OF DEFAULT

Debtor shall be in default under this Security Agreement Upon the happening of any of the
following events or conditions provided that Debtor shall fail to cure same within twenty (20) days after wnitten
notice by Secured Party to Debtor sctting forth the event or condition which occurred, except that in the eveat of
adefault arising out of failure to make payments duc Secured Party, Debtor shall have only five (5) days for
curative action after written notice by Secured Party.

1. Defauit in the performance of any agreement or obligation of Debtor arising under this
Security Agreement or the Promissory Note executed in favor of Secured Party by Debtor.

2. Any warranty, represcntation a Statement made in thlSSocunty Agrecmcnt Or made
or furnished to Secured Party in connection With this Security Agreement proves to have been fasein any
material respect when made or fumished.

Levy orattachment, execution or other proms which creates an encumbrance
agmnstallorsubstanudlyailofmeassetsofDebtororagamsttheCollatcral

4. A. The dissolution Of the company.

- 234 -



B. The filing by the Debtor a Company of a voluntary petition under any chapter
of the Federal Bankruptcy Code or any other Federd or State Debtor's Relief
Act.

C. Debtor or the Company is granted a discharge in bankruptcy, makes an
assgnment for the benefit of creditors, or applies for or consents to the
appointment of a recetver or trustee with respect to any of its assets.

D. A receiver or trustee is appointed or an attachment a execution levied with
respect to any substantial part of the assets of Debtor or the Company and the
appotntment iS not vacated or tk attachment Or execution iS not released
within sixty (60) days thereafter.

5. Transfer of all or substantially all of the assets of the Company in a single transaction
or series of transactions.
6. Issue Of any securities by the Company for consideration other than cash or property

equal to the fair market value of the securities.
Iv. REMEDIES

(1) In the event of any default in the payment or performance of any of the Obligations or any
principal, interest or other amount payable thereunder, when due, or upon the happening of any of the defaults
specified in this Security Agreement, and at any time thereafter, Secured Party shall have and may exercise, with
reference to the Collateral and the Obligations, any or all of the rights and remedies of a secured party under the
UCC, and as otherwise granted herein or under any other law or under any other agreement executed by Debtor,
including, without limitation, the right and power to sell, at public or private sale or sales, or atherwise dispose
of or utilize the Collateral and any part or parts thereof in any manner permitted by the UCC after defauit by a
debtor, and to apply the proceeds thereof toward payment of any costs and expenses, attorneys' fees and legal
expenses thereby incurred by Secured Party and toward payment of the Obligations in such order or manner as
Secured Party may elect. To the extent any notice of sale or other disposition of the Collateral is required, Debtor
agrees that if such notice is sent as provided in Section V of this Security Agreement, at least ten days before the
time of the sale or disposition, such notice shall be deemed reasonable and shall fully satisfy any requirement for
giving of notice.

(2) Secured Party is expressly granted the right, at its option, to transfer at any time after a default,
to itself or to its nominee the Collateral, or any part thereof, and to receive the monies, income, proceeds or
benefits attributable or accruing thereto (including voting rights) and to hold the same as security for the
Obligations or to apply the same on the principal and interest or other amounts owing on any of the Obligations,
whether ar not then due, in such order or manner as Secured Party may clect. Secured Party is expressly granted
the rights, exercisable at its option at any time after default, to take coatrol of any proceeds and to notify account
debtors, lessees or cbligors on any instrument to make all payments directly to Secured Party on any and all
accounts, leases or ISR constituting, at any time or from time to time, a part of the Collateral; and Debtor
will, upon request of Secured Party, so notify all such account debtors, lessees or obligors.

3) As to any Person (other than Debtor), all recitals in any instrument of assignment or any other
mstrument exeaed by Secured Party incident to the sale, transfer, assignment or other disposition or utilization
of the Collateral or any part thereof hereunder shall be full proof of the matters stated therein and no other proof
shail be requisite to establish full legal propriety of the sale or other action taken by Secured Party or of any fact,
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coadition or thing incident thereto and all prerequisites of such sale or other action or of amy fact. condition or
other incident thereto shall be presumed condusively to have been performed Or t0 have occurred.

() AU rights to marshalling Of assets Of Debtor, including amy SUCh right with respect tO the
Collateral, arc hereby waived by Debtor.

V. GENERAL

(1)  Upon the occurrence of a default hereunder, Secured Party may, at its option, whether or not the
Obligations are due, demand, sue for, collect or make any compromise or settlement it deems desirable with
reference to the Collateral. Except as otherwise expressly provided berein, Secured Party shall not be obligated
to take any steps necessary to preserve any rights in the Collateral against other parties, which Debtor hereby
assumes to do.

) This Security Agreement shall not be construed as relieving Debtor from full iability on the
Obligations and any and all future and other indebtedness secured hereby and for any deficiency thereon.

3) No delay or omission on the part of Secured Party in exercising any right hereunder shall operate
as a waiver of any such right or any other right. A waiver on any one or more occasions shall not be construed
as a bar to or waiver of any right or remedy on any future occasion.

(4) The execution and delivery of this Security Agreement in no manner shall impair or affect anry
other security (by endorsement or otherwise) for the payment of the Obligations and no security taken hereafter
as security for payment of any part or all of the Obligations shall impair in any manner or affect this Security
Agreement, all such present and future additional security to be considered as cumulative secunity. Any of the
Collateral may be released from this Security Agreement without altering, varying or diminishing in any way the
force, effect, lien, security interest or charge of this Security Agreement as to the Collateral not expressly released,
and this Security Agreement shall coatinue as a first lien security interest and charge oa all of the Collateral not
expressly released until all sums and indebtedness secured hereby have been paid in full. Any future assignment
or attempted assignment or transfer of the interest of Debtor in and to any of the Collateral shall not deprive
Secured Party of the right to sell or otherwise dispose of or utilize all of the Collateral as above provided or
necessitate the sale or disposition thereof in parcels or in severaity.

(5) All notices and demands required or made hereunder shall be deemed to have been given three
Business Dwys after being deposited in the United States mails (certified, return receipt requested) addressed to
Debtor or Secured Party (as appropriate) at the address for such Person given in the first paragraph of this
Security A greement, or at any other address of which it shall have notified the other signatories hereto i writing;
i actual notice to any signatory hereto, however given or received, shall always be effective.

(6) All rights of Secured Party bereunder shall inure to the benefit of its [insert either “successors
and assigns” if Secured Party an entity, or “heirs, aissimistsstors, personal and legal representatives and assigns”
is Secured Party an individual]; and all obligations of Debtor shall bind its [either “successors and assigns™ or
“heirs, administrators, personal and legal representatives and assigns™).

(¢))] Each term used in this Security Agreement, unless the context otherwise requires, and in all
events subject to any express definitions set forth in this Security Agreement, shall be decmed to bave the same
meaning herein as that given cach such term under the UCC. As used in this Security Agreement and when
required by the context, cach number (singular and plural) shall include ail numbers, and each gender shall include
all genders.
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L)) The law governing this secured transaction shall be the internal law, and not the Jaw of conflicts,
of the State of Texas existing as of the date bereof, provided, that if any additional rights or remedics are granted
by the law of the State of Texas to secured parties or to Persoas similarly situated to Secured Party, then Secured
Putyshaﬂdmhlveandmnyexacisemysmhaddiﬁonalﬁghtsormdies.

)] No amendment, modification or waiver of any provision of this Security Agreement shall in any
event be effective unless the same shall be in writing and signed by both the Debtor and Secured Party.

(10)  This Security Agreement may be executed in multiple counterparts, and each counterpart, when
30 executed and delivered, shall constitute but one and the same instrument.

Executed as of the day and year first above written.

DEBTOR:

By:

Printed Name and Titk [if applicable]
SECURED PARTY:

By:
Printed Name and Titk (if applicabk]
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SCHEDULE A

Stockholder List

[TC COME]
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| NFORVATI ONAL | TEMS

1.

U T. Health Science Center - San Antonio: Status Report

on Funding for Research Building in Texas Research
Park.--At the conclusion of the Health Affairs Conmttee
meeting, Conmttee Chairman Loeffler reported that the
comunity effort to raise funding conmtnments for a new
Research Building at The University of Texas Health

Sci ence Center at San Antonio, to be known as the South
Texas Centers for Biology in Medicine |located in the
Texas Research Park, has achieved its original goal of
$12 mllion in gifts and pledges. The effort was chaired
by former Governor Dol ph Briscoe (who nmade a nmj or per-
sonal contribution) and significant conmtnments were
secured from many | eadi ng individuals and businesses in
San Antoni o, including USAA, SBC Foundation, the Zachry
Foundati on, M. Red McConbs, and fornmer Regent Sam
Barshop. These donations currently total $12,010, 000
and include 32 businesses, foundations, and individuals.

In addition, it was reported that prelimnary approval
has been granted by the National Institutes of Health for
a matching grant in the approxi mate anmount of $1 million
to fund a portion of the construction of the facility.
These funds, together with the $6 million in Permnent
Uni versity Fund Bond Proceeds allocated by the U T.
Board of Regents to match the comunity gifts, wll
assure that the project can nove forward.

U T. Mdical Branch - Gal veston: Announcenent of
Retirenent of President Thonas N. Janes Effective Septem

ber 1, 1997.--Commttee Chairman Loeffler reported that
Thomas N. Janes, MD., has indicated his intent to retire
fromthe presidency of The University of Texas Medi cal
Branch at Gal veston effective Septenber 1, 1997. He
noted that Dr. Janmes' ten-year tenure at the U T. Medi-
cal Branch - Gal veston has been distingui shed by sizable
increases in research activities and expendi tures, expan-
sion and diversification of patient-care services, and
the initiation of a nunber of innovative prograns in

heal th sci ence education that are now recogni zed as

i nternational nodels of excellence. WM. Loeffler pointed
out that Dr. and Ms. Janes have nmade numnerous contri bu-
tions to the quality of life inthe Gty of Galveston and
both are held in high esteemby city | eaders as well as
the University community.
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In closing, M. Loeffler noted that it will be the
Board's good fortune to have Dr. Janes remain on the
faculty at U T. Medical Branch - Galveston to continue
his teaching, research, and clinical activities and
expressed appreciation for all that President Janmes has
done on behalf of that institution and The University of

Texas System
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REPORT AND RECOMVENDATI ONS OF THE FACI LI TI ES PLANNI NG AND
CONSTRUCTI ON COMM TTEE (Pages 241 - 259).--Conmmttee 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. Board of Regents - Regents' Rules and Reqgul ations,
Part One: Anmendnents to Chapter VIII, Section 1 (Nan ng
of Buildings and G her Facilities).--Commttee Chairman
Tenpl e call ed on Regent Lebernmann, Chairman of The Uni -
versity of Texas System Process Review Conmttee, to
summari ze the proposed changes to the Regents' Rules and
Regul ations related to the nam ng of buildings and ot her
facilities within the U T. System

Regent Lebernmann reported that foll ow ng an extensive
review of the policies for the nam ng of buildings and
other facilities at numerous universities in the United
States and a review of existing institutional policies
within the U T. System it was determi ned that the
current Section 1 of Chapter VIII of Part One of the
Regents' Rul es and Regul ati ons should be deleted in its
entirety and a new Section 1 devel oped accordingly.

M . Lebermann enphasi zed that the recomended anendnents
provided a framework wi thin which each of the conmponents
coul d devel op operational policies appropriate to the
needs and resources of that canpus.

Upon recommendation of the U T. System Process Revi ew
Comm ttee and the Business Affairs and Audit Commttee,

t he Board anended the Regents' Rules and Regul ati ons,
Part One, Chapter VIII by deleting present Section 1,
relating to the nam ng of buildings and other facilities,
inits entirety and substituting the following in lieu

t her eof :

Sec. 1. Nanmi ng of Buildings and O her Facilities.

1.1 The nam ng of buildings and other facilities,
such as | aboratories, classroons, seninar
roons, auditoria, concert halls, clinics, and
patient roons of the U T. Systemand its

241



1.2

1.3

conponent institutions, whether for an

i ndividual or with a functional or historical
designation, is the prerogative and
responsibility of the Board of Regents and can
be initiated by the Board when circunstances
warrant. Wen recommendations for nam ng of
bui l di ngs or other facilities originate at
other than the level of the Board, such
recommendati ons shall be forwarded to the Board
of Regents with recomendati ons of the
Chancel | or, appropriate Executive Vice
Chancel | or, and appropriate chief

adm nistrative officer, acconpani ed by reasons
for the recomendati on, and canpus

consul tati ons where appropriate.
Recomendati ons for nam ng of buildings require
Board of Regents' approval via the agenda.
Recomendati ons for nam ng of other facilities
shall be submtted for Regental approval via

t he docket.

Bui l dings and other facilities may be naned to
menorialize or otherw se recogni ze substanti al
gifts and significant donors, individuals

desi gnat ed by donors, or individuals who have
made exenplary or neritorious contributions to
the System conponent institution, or society.
Such designation may be for a single gift,
multiple gifts over tinme, or for a conbination
of gifts and other contributions.

Each conponent institution will devel op
gui del i nes for what constitutes substantial and
significant donations to warrant a buil ding
name. These guidelines nmay vary from canpus to
canpus and sonetinmes within a canpus dependent
upon the nature and purpose of the building or
other factors. |Institutional donor guidelines
are subject to prior admnistrative revi ew and
approval procedures for inclusion in the
institutional Handbook of Operating Procedures.
Exceptions to any approved guidelines are

subj ect to the sane approval process.
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1.4 The nam ng of buildings and other facilities in
honor of canpus admi nistrative officials,
faculty, or staff or elected or appointed
public officials shall normally occur only
after the canpus enpl oynent or public service
has concl uded.

1.5 Wen the nam ng of buil dings or other
facilities is contenplated as part of a special
private-fund devel opnent canpai gn, that
canpai gn, the buildings to be naned, and the
associ ated private-fund contributions to be
sought shall have prior approval of the
appropriate Executive Vice Chancellor, the
Chancel l or, and the Board as required in Part
One, Chapter VII, Section 2, Subdivision 2.44
of the Regents' Rules and Regul ati ons.
Recomendati ons by the Chancell or, appropriate
Executive Vice Chancellor, and chief
adm ni strative officer regarding the nam ng of
each building or facility included in a fund
devel opnent canpai gn shall be submtted to the
Board of Regents for approval as set forth in
Subsection 1.1 above.

1.6 The Chancellor wll arrange for the Board of
Regents to be briefed periodically by conponent
chief admnistrative officers and System
admnistrative officials via the annual budget
process or other appropriate forumregarding
bui |l di ngs to be naned and the private-fund
contributions to be sought. Unexpected nam ng
opportunities not covered in such briefings
shoul d be reviewed with the Board via regul ar
Board of Regents' briefings. No comm tnent
regarding the namng of a building or facility
is to be nmade prior to the briefings and
approvals required by this Section.

243



2.

U T. Systemand U. T. Austin - Darrell K Royal -

Texas Menorial Stadium Renovations: Approval to Com

bi ne Fundi ng Sources to Achieve the Least Cost Financing
for (a) West Side Addition and Renovation, (b) East Side
Renovation and Sky Boxes, (c) Neuhaus/Royal Athletic
Center, (d) Conbined Track/ Soccer Stadiumw th ParKking
Garage, and (e) Lowering of Existing Football Field.--
Upon recommendation of the Facilities Planning and Con-
struction Commttee, approval was given to conbine

previ ously approved fundi ng sources to achieve the

| east cost financing for the follow ng projects, which
are included in the FY 1996-2001 Capital I nprovenent
Program and are related to the Darrell K Royal - Texas
Menori al Stadi um Renovations, at The University of Texas
at Austin:

a. West Side Addition and Renovation

b. East Side Renovation and Sky Boxes

C. Neuhaus/ Royal Athletic Center

d. Combi ned Track/ Soccer Stadi um w th Parking Garage
e. Lowering of Existing Football Field.

These projects will be funded with gifts, auxiliary
enterprise fund bal ances, and revenue bond proceeds.

The revenue bonds to be used to finance the projects
will primarily be issued on a tax-exenpt basis and, when
necessary, a nore expensive taxable basis. The taxable
debt issuance authority is needed to fund additions and
renovations that are to be used for nongovernnent al
purposes. Tax counsel has reconmmended that to mnim ze
and del ay the issuance of taxable debt, all of the proj-
ects be conbined for funding purposes. At the tine that
prelimnary plans and fundi ng sources are approved by
the U T. Board of Regents, the funding sources will be
conbined into the single financing pool with the other
identified Menorial Stadium projects.

The Chancellor is delegated the authority to determ ne

at the tinme of construction paynents which funding source
will result in the | owest cost of financing.
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3.

U T. Arlington: Anendnment of U T. System FY 1996-2001

Capital I nprovenent Program (CIP) to (a) Delete the

St udent Services/Reqgistration Building Project, (b) Add
Renovation of Finance and Adnmi nistration Annex Project,
and (c) Add Roof Repl acenent Project; Authorization

for Projects; Subm ssion of Projects to the Coordi -
nati ng Board; and Reall ocation of Permanent University
Fund (PUF) Bond Special Program Funds for the (a) Reno-
vation of Finance and Adni nistration Annex Project,

(b) Roof Replacenent Project, (c) ADA Conpliance Proj-
ect, and (d) Asbestos Abatenent Project.--The Facilities
Pl anni ng and Construction Commttee recomended and the
Boar d:

a. Amended The University of Texas System
FY 1996- 2001 Capital | nprovenment Program (Cl P)
wth respect to the foll ow ng projects at
The University of Texas at Arlington by:

1. Del eting the Student Services/
Regi stration Buil di ng project

2. Addi ng Renovation of Finance and
Adm ni strati on Annex project

3. Addi ng Roof Repl acenent project

b. Aut hori zed the Renovation of Fi nance and
Adm ni stration Annex project to be com
pl eted under the managenent of U. T.
Arlington Adm nistration at a total project
cost of $895,375 to be funded from $750, 375
in PUF Bond Special Program funds and
$145,000 in Plant Funds and authorized sub-
m ssion of the project to the Texas Hi gher
Educati on Coordi nating Board for approval

C. Aut hori zed the Roof Repl acenent project to
be conpl eted under the managenent of U. T.
Arlington Adm nistration at a total project
cost of $1, 105,330 to be funded from
$864, 465 i n PUF Bond Speci al Program funds
all ocated in the 1997 Operating Budget and
aut hori zed subm ssion of the project to the
Texas Hi gher Education Coordi nating Board
for approval
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d. Real | ocat ed Permanent University Fund (PUF)
Bond Special Program funds fromthe del eted
St udent Services/ Registration Building project
to the followng projects at U T. Arlington:

1. Renovati on of Finance and
Adm ni stration Annex $ 750, 375
2. Roof Repl acenent 864, 465
3. ADA Conpl i ance 878, 125
4. Asbest os Abat enent 363, 130
TOTAL $2, 856, 095

In February 1996, the U T. System FY 1996-2001 Cl P was
anmended to include a Student Services/Registration Build-
ing project at an estimated project cost of $2,856, 095.
Since that tinme, U T. Arlington has acquired the Watson
Bui l ding, which is to be naned the Finance and Adm ni s-
tration Annex. The building will provide space for al
busi ness service operations in one building. Mvenent
of these functions fromDavis Hall will release enough
space to provide the student services that woul d have
been incorporated into the new Student Services/

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

The Roof Repl acenent project expands on renovation
needs identified in the FY 1997 Library and Equi pnent,
Repair and Rehabilitation request. Funds will be used
to address roof replacenent and waterproofing of the
Sci ence Building and the Activities Building.

Addi tional funds will also be allocated to ongoi ng
Anericans with Disabilities Act (ADA) conpliance activi-
ties. The need for additional funds is a result of new
interpretations of ADA regul ations by the Texas Depart -
ment of Licensing and Regul ations, an inflationary
adjustnment fromthe original project budget, and addi -
tional architectural and engineering fees related to
finalizing plans and specifications. Wrk wll consist
of alarm and el evator nodifications, and additional

si dewal k repairs.
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The bal ance of the reall ocated anount will be used

to meet identified asbestos abatenent requirenents in
several buildings, the utility tunnel distribution sys-
tem and the crawl space beneath a few ol der buil di ngs.
A canpus-w de survey of asbestos problens will al so be
conpleted as a part of the ongoing project.

Approval of this item anends the FY 1996- 2001 Capital
| mprovenent Program and the FY 1996-97 Capital Budget
as noted above.

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

of Prelimnary Plans; Authorization to Prepare Final

Pl ans, Bidding, and Award of Contracts w th Managenent
by the Ofice of Facilities Planning and Construction;
Subm ssion of the Project to the Coordinating Board;

and Appropriation Therefor.--Followng a brief overview
by President Berdahl, Messrs. Alan R Bell, WIIliam

Bur ckhardt, and Richard J. Burnight, representing the
Proj ect Architect, O Connell Robertson & Associ ates,
Inc., Austin, Texas, presented the prelimnary plans for
t he Renovation and Expansi on of Neuhaus/ Royal Athletic
Center at The University of Texas at Austin to the Facil -
ities Planning and Construction Commttee.

Upon recommendation of the Facilities Planning and Con-
struction Conmttee, the Board:

a. Approved prelimnary plans for the Reno-
vati on and Expansi on of Neuhaus/ Royal
Athletic Center at U T. Austin at an
estimated total project cost of $9, 200, 000

b. Aut hori zed preparation of final plans,
bi ddi ng, and award of all contracts
within the authorized total project cost
w th managenent by the Ofice of Facili-
ties Planning and Construction

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

d. Appropriated $9, 200,000 fromG fts and
Gants for total project funding.
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The renovation and expansi on of Neuhaus/ Royal Athletic
Center is designed to expand and develop this nulti-use
facility for use by both the Wonen's and Men's Intercol -
| egiate Athletic prograns. The expanded center w ||
accommodate grow h in programmatic requirements which
have occurred since the original structure was built.
Specific program features include expansion of the Rehab
training area to handl e increased demand, expansion of

t he Equi pnent/Laundry area to handle a | arger nunber of
sports, expansion of the Conference/ Study areas to accom
nodat e i ncreased team and academ c study, expansion of
the Weight Training area to handl e new and expanded
training techniques as well as increased use by Wnen's
Athletics, addition of a clinic area to provide sports
medi ci ne adj acent to the teamtraining, and relocation
of the football coaching staff facilities from Bel |l nont
Hal | .

Approval of this item anmends the FY 1996- 2001 Capital

| mprovenent Program and the FY 1996-97 Capital Budget as
detail ed above. Funding will be fromGfts and G ants
fromthe Men's Athletic Departnent.

U T. Austin - Darrell K Royal - Texas Menorial Stadium
East Side Renovation and Sky Boxes (Project No. 102-862):

Approval of Prelimnary Plans; Authorization to Prepare
Final Plans, Bidding, and Award of Contracts with Manage-

nent by the Ofice of Facilities Planning and Construc-
tion; Subm ssion of the Project to the Coordinating
Board; 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.--Follow ng opening remarks by President Berdahl,
the prelimnary plans for the Darrell K Royal - Texas
Menori al Stadi um East Side Renovation and Sky Boxes

at The University of Texas at Austin were presented to
the Facilities Planning and Construction Conmttee by
M. Mchael A Holleman, representing the Project Archi-
tect, Heery International, Inc., Atlanta, Ceorgia.

The Board, upon recomendation of the Facilities Planning
and Construction Comm ttee:

a. Approved prelimnary plans for the
Darrell K Royal - Texas Menorial Stadium
East Side Renovation and Sky Boxes at
U T. Austin at an estimated total proj-
ect cost of $36, 200, 000
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Aut hori zed preparation of final plans,
bi ddi ng, and award of all contracts
within the authorized total project
cost with managenent by the O fice of
Facilities Planning and Construction

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

Appropriated $32, 000, 000 from Revenue
Fi nanci ng System Bond Proceeds and
$4, 200,000 fromG fts and G ants.

In conpliance with Section 5 of the Anended and Restated
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 251, the
Board resol ved 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

Sufficient funds wll be available to neet
the financial obligations of the U T.
System i ncl udi ng sufficient Pledged Reve-
nues as defined in the Master Resol ution
to satisfy the Annual Debt Service

Requi rements of the Financing System and
to meet all financial obligations of the
U T. Board of Regents relating to the

Fi nanci ng System

U T. Austin, which is a "Menber" as such
termis used in the Master Resol ution
possesses the financial capacity to
satisfy its Direct Obligation as defined
in the Master Resolution relating to the
i ssuance by the U T. Board of Regents

of Parity Debt for the Darrell K Royal -
Texas Menorial Stadium East Side
Renovati on and Sky Boxes in the anount

of $32, 000, 000
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d. This resolution satisfies the official
intent requirenents set forth in Sec-
tion 1.150-2 of the U S. Treasury Regu-
| ati ons.

The FY 1996-2001 Capital |nprovenent Program (Cl P) was
adopted by the U T. Board of Regents in August 1995, and
anended in February 1996, to include a project for Meno-
rial Stadium East Side Renovation and Sky Boxes at U. T.
Austin at an estimated prelimnary total project cost

of $32, 000, 000.

The repair and renovation of the existing East G andstand
structure includes inproved nechanical, electrical, and
pl unbi ng systens whi ch support enhanced stadiumfacili -
ties and services planned for the public concourses and
circul ation areas.

The second el enent of the project involves construction
of two levels of sky boxes containing approxi mately

52 sixteen-seat suites and an upper deck which w Il
provi de approximately 5,200 additional seats.

The total cost for this project has increased fromthe
prelimnary estinmates as a result of several factors
including (a) costs associated with the rel ocation and
upgrade of a major electrical and tel econmunication duct
bank, (b) the creation of additional space for conces-
sions and retail activity, (c) club seating and associ -
ated club | ounge areas, and (d) establishnent of a fornal
pl aza space to recogni ze donors to the athletic program

Approval of this item anmends the FY 1996- 2001 Capital

| mprovenent Program and the FY 1996-97 Capital Budget

as noted above. Funding will be from Revenue Fi nancing
System Bond Proceeds anortized as detailed in the Capital
| nprovenent Programas well as fromGfts and G ants from
the Men's Athletic Departnent.
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PARI TY DEBT CERTIFICATE O U T. SYSTEM REPRESENTATI VE

|, the undersigned Assistant Vice Chancellor for Finance of
The University of Texas system,a U T. sSystem 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
Cctober 8, 1993 (the “master Resol ution"), do hereby execute
this certificate for the benefit of the U T. Board of Regents
pursuant to Section 5 (a) (ii) of the Master Resolution in
connection with the authorization by the U T. Board of
Regents to issue "Parity Debt" pursuant to the Master
Resolution to finance the construction cost of the Darrell K
Royal - Texas Menorial Stadium East Side Renovation and Sky
Boxes project at U T. Austin, and do certify that to the best
of ny know edge, the U T. Board of Regents is in conpliance
with all covenants contained in the Mster Resolution, First
Suppl emental Resol ution Establishing an Interim Financing
Program the Second Supplenental Resolution, the Third

Suppl enental Resolution, and the Fourth Supplenental
Resolution and is not in default of any of the terns, _
provisions, and conditions in said Mister Resolution, First
Suppl enental Resolution, Second Supplenental Resolution, Third
Supp(lje(rjrental Resol ution, and Fourth Supplenental Resolution as
amended.

1
EXECUTED thi's !ffl day of Mg\;cwuﬁr . 1996
RW

Assistant Vice Chancellor for F nance
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6.

U T. Pan Anerican - Library Addition (Project

No. 901-871): Approval of Prelimnary Plans; Autho-
rization to Prepare Final Plans, Bidding, and Award of
Contracts with Managenent by the O fice of Facilities
Pl anni ng and Construction; Subm ssion of the Project
to the Coordinating Board; and Appropriation Therefor.--
The prelimnary plans for the Library Addition at The
University of Texas - Pan Anmerican were presented to
the Facilities Planning and Construction Conm ttee

by M. J. Tom Ashley, Ill, representing the Project
Architect, Ashley Hunphries & Sanchez Architects,
McAl | en, Texas.

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

a. Approved prelimnary plans for the Library
Addition at U T. Pan Anerican at an esti-
mat ed total project cost of $7,400, 000

b. Aut hori zed preparation of final plans,
bi ddi ng, and award of all contracts
within the authorized total project cost
w th managenent by the Ofice of Facili-
ties Planning and Construction

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

d. Appropriated $5, 000, 000 from Unexpended
Pl ant Funds and $2, 400, 000 from Hi gher
Educati on Assi stance Funds for total
proj ect funding of $7, 400, 000.

The original library facility, which was opened in the
1977-78 academ c year, has undergone only mnor internal
nodi fication since that time. The addition to the
library will provide new space to house the library's
rapidly grow ng collection of circulating nonographs,

i brary technical services functions, study areas for

| i brary users, and two classroons to be utilized for
teaching library patrons about the use of information.
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Renovations to space in the existing library building

rel eased by the relocation of the functions noted above
will permt the expansion of periodicals, mcroforns,
special collections, and other inportant library formts.
These renovations wll al so address Anericans with Dis-
abilities Act requirenents.

This project is included in the FY 1996-2001 Capit al

| mprovenent Program and the FY 1996-97 Capital Budget

at a total project cost of $7,400,000 with funding from
Unexpended Pl ant Funds and Hi gher Education Assi stance
Funds.

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

| nprovenent Programto Change the Title of the Renovation

- Science Building Project to Canpus Renovati ons Project
and Increase Total Project Cost; Reallocation of Funds
fromthe Power Distribution - Wst Canpus Project to the
Downt own Canpus; Real location of Funds fromthe ITC
Thernal Energy Plant Project to the Canpus Renovations
Project; Authorization for the Canpus Renovations Proj-
ect; and Appropriation Therefor.--The Facilities Pl anning
and Construction Committee recommended and t he Board:

a. Amended the FY 1996-2001 Capital | nprove-
ment Programto change the title of the
Renovation - Science Building project at
The University of Texas at San Antonio to
Canmpus Renovations project and increase
the total project cost from $1, 162, 000
to $2,031, 000

b. Real | ocat ed $767, 000 of Permanent Univer -
sity Fund Bond Proceeds - Special Program
fromthe Power Distribution - Wst Canpus
project to the Downtown Buil ding - Phase |
project at U T. San Antonio

C. Real | ocat ed $1, 400, 000 of Permanent Uni ver -
sity Fund Bond Proceeds - Special Program
fromthe Power Distribution - Wst Canpus
project to the Downtown Buil ding - Phase |
project at U T. San Antonio
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d. Real | ocat ed $869, 000 of Permanent Univer -
sity Fund Bond Proceeds - Special Program
fromthe | TC Thermal Energy Pl ant project
to the Canpus Renovations project at U T.
San Antoni o

e. Aut hori zed the Canpus Renovati ons project
and appropriated $2,031, 000 i n Pernnanent
Uni versity Fund Bond Proceeds - Speci al
Program for total project funding with
$1, 162, 000 provided by the original Reno-
vation - Science Building project and
$869, 000 real l ocated fromthe | TC Ther nal
Energy Pl ant project.

The additional funds for the Downtown Canpus buil di ngs

wi |l provide for upgraded student conputing facilities
and support U. T. San Antonio's goal of making inform-
tion technol ogy increasingly available to all students,
faculty, and staff. Specific items will include inte-
grated teaching classroons, distance learning facilities,
student conputer | abs, security systens, integrated
teaching stations, as well as lab facilities for science,
sci ence education, and foreign | anguages.

The Canpus Renovations project will consist of four to
five small projects designed to renovate space in various
existing buildings and will increase the space avail able
for classroom |ab, and research activities. |Included in
these projects is the renovation of the Science Building
as provided in the current Capital |nprovenent Program
The cost of the individual renovation projects wll be

| ess than $600, 000 and each will be managed by U. T. San
Ant oni o.

The Power Distribution - West Canpus and | TC Ther nmal
Energy Plant projects will be conpleted by U T. San
Antonio at a later date using different fund sources.
These projects are undergoing review as to how they w |
best fit into the overall institutional strategic plan
and will be returned to the U T. Board of Regents for

t he necessary approval at the appropriate tine.

Approval of this item anends the FY 1996- 2001 Capital
| nprovenent Program as noted above.
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U T. San Antonio - Downtown Building - Phase | (Project
No. 401-818) and Downtown Building - Phase Il (Project

No. 401-855): Approval to Nane Phase | as the UTSA

Downt own Canpus - Frio Street Building and Phase |

as the UTSA Downt own Canpus - Buena Vista Street Buil ding

(Regents' Rules and Requl ations, Part One, Chapter VIII,
Section 1, Subsection 1.1, Nam ng of Buildings) and
Approval of Plaque Inscriptions.--In order to nore easily
reference the Downtown Buil dings at The University of
Texas at San Antonio for the conveni ence of visitors,
faculty, staff, and students, the Board, upon reconmen-
dation of the Facilities Planning and Constructi on Com
mttee:

a. Approved redesignation of the U T.
San Ant oni o Downt own Buil di ng - Phase |
as the UTSA Downt own Canpus - Frio Street
Bui | di ng pursuant to the Regents' Rules
and Regul ations, Part One, Chapter VIII,
Section 1, Subsection 1.1 relating to
nam ng of buil di ngs

b. Approved redesignation of the U T. San
Ant oni o Downtown Buil ding - Phase Il as
t he UTSA Downt own Canpus - Buena Vista
Street Building pursuant to the Regents
Rul es and Regul ati ons, Part One, Chap-
ter VII1, Section 1, Subsection 1.1
relating to nam ng of buil dings

C. Approved the inscriptions set out on
Page 256 for a plaque to be placed on each
of the buildings in keeping with the stan-
dard pattern approved by the U T. Board
of Regents in June 1979.
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UTSA DOMWNTOMN CAMPUS
FRI O STREET BUI LDI NG

1996
BOARD OF REGENTS

Ber nard Rapoport Wl liamH Cunni ngham
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Thomas O. Hicks of Texas System

Vi ce- Chai r man Samuel A. Kirkpatrick
Martha E. Sm |l ey President, The University
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Linnet F. Deily
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Zan W Hol nes, Jr. Associ ates, Inc.

Lowel | H. Lebermann, Jr. Project Architect
Tom Loeffler Spawd ass Contractors, Inc.
Ellen C arke Tenpl e Contr act or

UTSA DOMNTOMN CAMPUS
BUENA VI STA STREET BUI LDI NG

1996
BOARD OF REGENTS
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Chai r man Chancel | or, The University
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Tom Loeffler Ar chi t ect

Ellen C arke Tenpl e Spawd ass Contractors, Inc.

Contr act or
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U T. MD. Anderson Cancer Center - Conbi ned Backfil
Renovations - Phase I, Stage 1, and Breast Center:

Aut hori zation for Project; Approval to Prepare Final

Pl ans, Bidding, and Award of Contracts w th Managenent
by U T. MD. Anderson Cancer Center Adm nistration

and the Ofice of Facilities Planning and Construction;
Subm ssion of the Project to the Coordinating Board; and

Appropriation Therefor.--The Board, upon reconmendation
of the Facilities Planning and Construction Committee:

a. Aut hori zed a project titled Conmbi ned Back-
fill Renovations - Phase |, Stage 1, at
The University of Texas M D. Anderson
Cancer Center at a total project cost
of $13, 588, 000, which includes the
Breast Center at an estinated project
cost of $1, 293,000

b. Aut hori zed preparation of final plans,
bi ddi ng, and award of all contracts
associated wth the Conmbi ned Backfil
Renovations - Phase |, Stage 1, with
managenent of projects bel ow $600, 000
by the U T. MD. Anderson Cancer Center
Adm ni stration and managenent of projects
exceedi ng $600, 000, as well as the overal
proj ect budget and contracting process,
by the Ofice of Facilities Planning and
Construction

C. Aut hori zed preparation of final plans,
bi ddi ng, and award of all contracts
associated with the Breast Center with
managenent by the U. T. M D. Anderson
Cancer Center Adm nistration

d. Aut hori zed subm ssion of these projects
to the Texas Hi gher Education Coordinating
Board

e. Appropriated $13, 588, 000 of Educati onal
and General Funds to the Conbi ned Backfi l
Renovations - Phase |, Stage 1, project
for total project funding, which includes
the Breast Center at an estimated cost
of $1, 293, 000.
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The Conbi ned Backfill Renovations - Phase |, Stage 1,
project at the U T. MD. Anderson Cancer Center consists
of renovation of spaces in existing buildings that have
been or will be vacated as a result of previous occupants
noving into the Ainic Services Facility of the Bertner
Patient Care Tower. The renovations included in Phase |
are those that will have a high inpact on patient-care
quality and capacity or will directly support the new
construction designed to inprove support service effi-

ci enci es.

The specific elenents of the first phase of the project
are:

. Conpl etion of the Majority of the Disease Site
Cinics

. Conpl etion of the Anbul atory Care Core Areas
. Conpl eti on of Medical Records

. Devel opnent of New Patient Services

. Devel opnent of Operating Room (OR) Support

This project, which will be conpleted in five
phases begi nni ng Novenber 1996 and endi ng
Sept enber 1998, will involve an estimated
154, 808 gross square feet within four exist-
ing buildings: Cdark dinic, Anderson East
and West, the Anderson Center, and G nbel

The work has an estinated total project cost
of $13,588, 000, approxi mately $88 per square
foot .

. Devel opment of the Breast Center.

Both the Stage 1 and Breast Center projects are included
in the FY 1996-2001 Capital Inprovenent Program and the
FY 1996- 1997 Capital Budget as a part of the Conbi ned
Backfill Renovations - Phase | project which has a pre-
limnary total project cost of $23,500,000 to be funded
from Educati onal and CGeneral Funds.
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* * * % *

At the conclusion of the Facilities Planning and Construction
Commttee neeting, Commttee Chairnman Tenple reported that
since the last regular neeting the Chancel |l or had approved
two (2) general construction contracts which included a

25. 1% participation by Hi storically Underutilized Busi nesses,
6. 0% by wonen-owned firnms and 19. 1% by m nority-owned firns.
In addition, five (5) architect/engineer contracts have

been awarded since the |last neeting and these indicate a

55. 1% participation by Hi storically Underutilized Busi nesses,
4. 0% by wonen-owned firnms and 51.1% by mnority-owned firns.
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RECONVENE. - - At 4:00 p.m, the Board reconvened as a committee
of the whole to consider those itens remai ni ng on the agenda.

REPORT OF SPECI AL COW TTEE

U T. Board of Regents: Report of Special Commttee on M nor-

ities and Wwnren and Approval of Anendnments to the Regents'

Rul es and Requl ations, Part One, Chapter IIl, Section 6, Sub-
section 6.2, Subdivision 6.24 to Provide for the Extension of
t he Tenure-Track Probationary Period Under Certain Limted

G rcunstances. --At the request of Chairman Rapoport, Regent
Hol nes, Chairman of the Special Commttee on Mnorities and
Wnen, submtted the follow ng report on behalf of that
Commi tt ee:

Repor t

The Special Commttee on Mnorities and Wnen, com
posed of Regents Smley, Evans, and nyself wth
Chai rman Rapoport as an ex officio nenber, held a
briefing session on Cctober 8, 1996, in Austin.

W were joined in that session by Chancell or

Cunni ngham Executive Vice Chancell ors Duncan and
Burck, Vice Chancellor Perry, and several System
adm ni strators who have been serving as staff to
the Comm ttee.

The briefing session concerned two areas of speci al
interest to the Conmttee.

The first area of interest related to a working draft
of a salary study for conponent institutions of The
University of Texas System The draft includes a
narrative sunmary, as well as statistical information.
Each conponent draft includes a salary conparison

by ethnicity and gender, for executive, adm nistra-
tive, and managerial staff, and for tenured, tenure-
track, and nontenured faculty by col |l eges, schools,
and departnents. The data is a salary "snapshot”

of the U T. Systemtaken on April 30, 1996.
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The Commttee was gratified by the expressions of
commtnment by U T. System conponents to advanci ng
the status of mnorities and wonen. Prograns and
activities currently in place at U T. conponents
which will enhance the nunbers and positions of
mnorities and wonen at the executive, adm nistra-
tive, and managerial |evels include sone of the
fol | ow ng:

. Searching diligently for qualified mnorities
and wonen to serve in higher levels of Uni-
versity adm nistration by conducting the
br oadest possible search efforts

. I ncluding mnorities and wonen in the enpl oyee
screeni ng process

. O fering professional devel opnment prograns
designed to assist mnorities and wonen who
w sh to advance

. Striving to maintain conpetitive sal aries
with the private industry |abor market

. Maki ng sal ary equity adjustnents when possi-
bl e and appropriate

. | dentifying canpus and community factors that
negatively or positively affect the recruit-
ment of underrepresented staff and, when
appropriate, nmaeking recomrendations or taking
action for inprovenent.

Wth regard to faculty, salaries continue to be carefully
nonitored on a regular basis. Sone of the disparities
whi ch seemto exi st between the salaries of males and
femal es may be a function of the foll ow ng:

. Many white nmal es have been in their positions
| onger than mnorities and wonen in conparabl e
posi tions

. Mar ket rates are different for various academ c

di sci pli nes.
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Some of the issues that have an inpact on mnority and
femal e faculty nmenbers are outlined as follows:

. The pipeline for mnorities remains al nost
constant with African-Anericans and Hi spanics
accounting for approxinmately 5% or |ess of the
national total of doctoral, |aw, and nedica
degrees awarded each year

. Denogr aphi c i ssues at sone U. T. conponents,
such as inadequate social/cultural life for
mnorities and lack of ethnic diversity in
the area, are a concern

. Sci ence, engi neering, and conputer science
di sci plines do not have a large mnority or
femal e representation. (Nationally, very
few mnorities receive doctorates in science
and engi neering.)

. Engi neeri ng and conputer science professions
pay nore in private industry, thereby making
it difficult to attract and retain well -
qualified mnorities and wonen

. Some U. T. conponents conpete with institu-
tions with stronger national reputations for
the limted nunber of well-qualified mnori-
ties and wonen

. Some faculty in the health conponents experi -
ence apprehension over job security due to
the continuing changes in the health-care
i ndustry

. Qutstanding mnority and female faculty nem
bers have a nunber of avail abl e enpl oynent
options to consider.

Al t hough the recruitnent, enploynment, and retention of
qualified mnorities and wonen is not yet at the |evel
t hroughout the U T. Systemwhere we would like it to
be, the draft data reflects encouraging trends and
hel ps to identify areas where additional study and
enphasi s may be appropriate. Chancell or Cunni ngham
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has asked the chief admnistrative officers of each
of the conmponent institutions to review the draft
information in sone detail and to forward conments to
him Additional information will be shared with the
Commttee at its next briefing.

The second area of interest at our Conmttee briefing
was a status report on the topics which are being
addressed in the report of the Systemrw de Committee
on the Advancenent of Wnen. Wile this Commttee
was appoi nted by Chancel | or Cunni ngham and wi | |
direct its final report to him Dr. Cunningham and

| have agreed that Vice Provost Patricia Onhl endorf
of The University of Texas at Austin, who is Chair
of that Commttee, should bring a prelimnary report
to the Board at this time. M. Chairman, follow ng
Ms. Ohlendorf's presentation, I will have a notion
to suggest for consideration by the Board.

Vice Provost Onhlendorf summarized the activities of the Com
mttee on the Advancenent of Wnen and reported that the
Committee is preparing its report for subm ssion to the Chan-
cellor in the near future. She noted that the Conmttee has
f ocused on i ssues which included:

. A review of institutional prograns to increase the
nunber of women preparing for academ c careers

. An anal ysis of data regarding salaries for wonen
faculty and adm nistrators

. A nmonitoring of issues of concern to wonen in
hi gher educati on

. The recruitnment and retention of qualified wonen in
faculty and senior adm nistrative positions and
reconmended net hods of professional advancenent.

Executive Secretary's Note: Vice Provost Onhlendorf's report
to the Board was recorded and is on file in the Ofice of the
Board of Regents.

Ms. Onhlendorf noted that the U T. System Conmttee on the
Advancenent of Wnen strongly recomends that a policy be
approved that woul d all ow extension of the nmaxi mum probati on-
ary period for tenure-track faculty when certain personal cir-
cunst ances have the potential to negatively inpact a faculty
menber's progress toward a recomendation for the award of
tenure.
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Foll owi ng Ms. OChl endorf’s presentation and on behalf of the
Board, Regent Hol mes expressed appreciation to her and the
Commttee for their inportant contribution.

Vi ce-Chairman Sm | ey offered her personal thanks to Vice
Provost Onhl endorf, the Commttee on the Advancenent of Wnen,
and the chief admnistrative officers for their diligent
efforts to devel op approaches which wll advance the funda-
mental principles of equality and fairness throughout the

U T. System

Regent Hol mes then directed the Board's attention to the
proposed reconmendati on, which was on yel | ow paper and which
was distributed in advance of the neeting, that the Regents'
Rul es and Reqgul ations related to tenure be anended to provide
for the extension of the tenure-track probationary period
under certain limted conditions.

Chancel | or Cunni ngham noted that the proposed anendnents to
the Regents' Rules and Regul ati ons had been reviewed by the
chief admnistrative officers, and, while there was sone con-
cern about the breadth of the reasons for an extension and the
possibility that such extensions may be perceived as a right
rather than a privilege, there was general support for the
authority to establish institutional policies permtting such
ext ensi ons when, in the judgnent of the chief academ c offi-
cer, they are justified.

Dr. Cunni ngham poi nted out that several of the Commttee's
recommendati ons that provide suggested detail for institu-
tional policy are not included in the proposed anendnents to
the Regents' Rules and Regul ations. For exanple, current
Regents' Rul es and Reqgul ati ons authorize a "tolling" of the
maxi mum probationary period for any year in which the faculty
menber is not in full-tinme academ c service. Thus, it was not
necessary to include a portion of the Conmttee' s recommenda-
tion that mlitary service be |listed as a reason for exten-
sion. The recomendation that each departnment chair or unit
head be required to provide a copy of institutional policy to
all faculty annually has been replaced with | anguage that the
policy will be publicized. The recomended requirenent con-
cerning a specific appeals procedure for denied requests was
consi dered best addressed in institutional policy or handl ed
t hrough exi sting appeal procedures.
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Upon notion of Regent Hol mes, seconded by Vice-Chairman Sm |l ey
and Regent Evans, the Board anmended the Regents' Rul es and
Regul ations, Part One, Chapter I1l, Section 6, Subsection 6.2,
Subdi vi sion 6.24, to provide for the extension of the tenure-
track probationary period under certain limted circunstances,
to read as set forth bel ow

Sec. 6. Tenure, Pronotion, and Term nation of Enploynent.

6.2

6. 24 For purposes of calculating the period of
probationary service, an "academ c year"
shall be the period from Septenber 1
t hrough the foll ow ng August 31.

6. 241 If a faculty nenber is initially
appoi nted during an academ c
year, the period of service from
the date of appointnent until
the foll owm ng Septenber 1 shal
not be counted as academ c
service toward fulfillnment of
t he maxi num probati onary peri od.
One year of probationary
service is accrued by at | east
nine nonths full-tine academ c
service during any academ c
year. A faculty nenber shall be
considered to be on full-time
academ c service when in ful
conpliance wth Regental stan-
dards pertaining to m ni mum fac-
ul ty workl oads at general
academ c institutions or when in
conpliance with the academ c
service standard in the Handbook
of Operating Procedures of any
health-rel ated institution.

6. 242 Each conponent institution with
tenured faculty wll establish
and appropriately conmuni cate a
policy for the extension of the
maxi mum pr obati onary period and
i nclude the policy in the
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i nstitutional Handbook of
Qperating Procedures foll ow ng
the standard revi ew and approval
process. In the case of U T.

M D. Anderson Cancer Center, the

institution may establish a

policy that allows the extension

of a termtenure appoi ntnment
consistent wth these guidelines
and the termtenure policy.

Institutional policies are to be

consistent wwth the foll ow ng

gui del i nes:

(a) A faculty nenber who
determ nes that certain
personal circunstances nmay
i npede his or her progress
toward achi evi ng
denonstration of
eligibility for
recommendati on of award of
tenure may nake a witten
request for extension
speci fying the reason(s)
for the requested
ext ensi on. Personal
ci rcunst ances that may
justify the extension
i ncl ude, but are not
restricted to, disabil
or illness of the facu
menber; status of the
faculty nenber as a
princi pal caregiver of a
preschool child; or status
of the faculty nenber as a
princi pal caregiver of a
di sabl ed, elderly, or il
menber of the famly of the
faculty nenber. It is the
responsibility of the
faculty nmenber to provide
appropriate docunentation
to adequately denonstrate
why the request shoul d be
gr ant ed.

ty
ty
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(b) The request for extension
shall be limted to one
academ c year. A request
for an additional academ c
year's extension w |
foll ow the established
request process, with the
maxi mum dur ati on of
ext ensi on, whet her
consecutive or
nonconsecutive, to be two
academ c years.

(c) Normally, requests for
extensi on nmust be made in
advance of the academ c
year or senester for which
the extension is desired
and may be nmade no | ater
than three nonths prior to
the deadline for initiation
of the mandatory revi ew
process to determ ne
reconmmended award of tenure
or notice as provided under
Subsection 6.7 of these
Rul es that the next year
will be the faculty
menber's term nal year of
appoi nt ment .

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

It was noted that, based on the recommendati on of President
Mendel sohn, the amendnent mekes clear that it could al so be
applicable to the termtenure faculty at The University of
Texas M D. Anderson Cancer Center upon the inplenentation of
appropriate institutional policy to extend the maxi num | ength
of a termtenure appointnent at that institution.
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SCHEDULED MEETI NG. - - Chai r man Rapoport announced that the
next schedul ed neeting of the U T. Board of Regents
woul d be held on February 6, 1997, in Austin, Texas.

ADJOURNMENT. - - There being no further business, the neeting
was adjourned at 4:25 p.m

/sl Arthur H Dlly
Executive Secretary

December 5, 1996
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