Appendix II
Bio-Electro Systems
Various legally operative instruments are required to be filed with the SEC
prior to the Initial Public Offering (IPO). Inspection of the Exhibit-Index on file with
the SEC™ discloses that the BES SWORD is comprised of the following Exhibits:
3.1 - Certificate of Incorporation of BES.
3.2 - Form of Restated Certificate of Incorporation of BES.
3.3 - Bylaws of BES.
4.1 -- Purchase Option (included in Exhibit 3.2).
4.2 -- Form of Rights Certificate.
4.5 -- Form of Warrant Agreement.
4.6 - Form of Warrant (included in Exhibit 4.5).
10.1 -- Form of Techhology License Agreement.
10.2 -- Form of Research and Development Agreement.
10.3 -- Form of License Option Agreement.
24.2 - Consent of Arthur Young & Co. re ALZA Financial Statements.
24.3 -- Consent of Arthur Young & Co. re BES Financial Statements.
25.1 - Power of Attorney (included on the Signature Pages).

' SEC Abstracted Filings, Form S-1, Registration Number 33-24909, Bio-Electro Systems, Inc.,

Filing Date October 12, 1988.
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EXNTAIT 3.2

FORN OF
RESTATED
CERTITICATE OF INCORPORATION
or
BIO-BLECTRO SYSTEMS, INC.

PIRST: Tha name of the zorporation is Blo-Rlectro Systeae,
Ine. (the “corporstion®). .

SECOND: The originel Certificata of Incorporatioca of the
corporation wags filed with the Delaware Secretary of Btate on
Octobar 31, 1928, ' .

THIPD: <he Certificate of Incorpacration of the corporation is
amanded and testated to read as follows:

1. flame. The neme of the corporation is Bio-Rlectre
Systams, InC. (the ®corpotratien®).

3. 9sgistared OZfice. The sddress of the registered office
of the cerp=rati~a in the Stata of Dnlawars is 1209 Orange Strest,
in the City of wilmington, Ccunty of New Castle. The name of the
registeras sgent of the corporatioa at such sdiress is The
Corporatisa Truet Company. - .

3. purocre. The purpeoss of the Corporatioa is to engage in

eny lawful &%t it activity for which corporstions may be orgaaniszed
undar tha Geners) Corporation Law of the atats of Delaware.

4. Authorized Cap;tal stock.

(a) This corporation iz authorized to issus two clssiesd
of ohaces, which gshall te known as Class A Cormen Stock and Class 8
Common Stock. The total numbar of shares of steck of all classes
that this corparation is authorized to ifssue iz 5,000,100. ERech
shaze of eazh clasg of stock of this corporation shall have & par
value of $.01. The total numbter of shares of Class A Comnoag Stock
which this ccrporation is suthorized to istue is $,000,000. The
total nurmter of shares of Class B Common Stock which this
corporation is authorizsd to iszsue is 100.

(b) Each share of the Covwon Stock sutharizsd An the
original Certificota of Incorpornation filed with the Delaware
Secretary of State on Octobar 3, 1959 which {s isrued and
cutstending as of the dete that this Rasteted Certificate of
Inccrporation is filed in the office of the Delavare Secretary of
State ghall ba sutcrmatically converted into ona shace of Cless »
Commer. Stock as of such data. .
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The cinhts, praferences, privileges and restrictions .

anted to oc imposed upon the Clags A Common Stock and Class B
a Stock and the resprctive holders thereof are a3 follows: =

1. pividends. The holders of :
shares of Clzas A Common Stock and Class B et
Common Stock shall be entitled to receive , Ol
per share and without prefarence such ’ o~y
dividends as may bs declared by the Boaré > ek
of Directors from time to tima out of %
funds legally availanle therafor. .

2. Ligquldatioca. In the eveat of
voluntacy ot lavolunZary liquidation-of
the corporatien, tha holders of the Class
A Commcn Stock and Class B Corrmon Stock of i
the corporatisn shall be entitled to '
receive, pro rata, all of ths re«sining
assets of the corporation avsilable for L-
distritution to its stockholdsars. F

~

]. voting Rights. Except 88
otharwise Teguized by law or provided :
herein the holders of Class A Ccmmon Stock <
and Class B Ccmmon Stock shzll vote
tcgethsr as a single class. Fach holder
of Class A Ccrmon Stock and Class B Coreson
Stock shall havs one vote for each share
standing in his nsme on ell matters
submitted ts z vcte of holdars of the
common shares., The dstermination of &
quorum shsll te based upon the presence of
commen sharas cepresenting a majority of
the voting power of all of the commoa
sheres. Subject to the provisions of
section 6{c), thix corporation shall aot,
without the 2ffirmative vots of the
holders of a majority of the issued and
outstanding shacas of Class B Common
Stoek, voting ssparately and ss a class
(1) alter or change the rights, powers,
praferences, privilsges and resirictions
og Cloass B‘Eefmcn Stock, (11) 'tt.i o;s“a
change Sactions 4, S o of Article
of tgis Restatea't3?ffirgatq of
Incorporation, (iii) undertske the
voluntary dicsolution or liquidation of
the corporastion, (iv) merge, consolidate
or reorganize the corporation with or \anto
any other cocporation, or (vi) sell el or
substantially sll of the assets of the .
cocporation.

11/719/8R8*2*)5143-0001 amf -3- S 13




™ 4. Conversion. The Class B Commca

’ stock shell automatically convert into
fullv psid and non-assesvnhle shares of
Class L Common Stock of the corporstioa
upon the earlier of (i) January 3, 1998
and (11) the 91st day aftsr this
corporation providas ALZA Corporstion
("ALZA®) wilth quarterly financial
statements showing stockhcldars' :2?1ty of
the corgora-ion of less then 84 millioa.
The Class B Commen Stock shall coavert
into Class A Common Stock at the rate of
one share of Class A Commca Stoek for .
svery share of Class B Corvmon Stoek.®

s. Purchese Optlon.

. {a) Geant of Optica. ALZA is hsreby granted an
exclusive jrrevocabim purcan®a optiea to purchase all issueé and
outstanding shares of Cless A Ccmmon Steock of this corporstion (tae
epurchase Cption®). Tha Purchase Option, if exercised, must be
sxercised a1 to sll issued and cutstanding shures of Class A Common
stock caly, A% any time ducing the_perie? beatpsdng oa.ths earllier
of (1) Pabrusty _l. A°31_snd_{ii) _Phe_dsy this Sprperation providss
] ALTIA with quar=srly. financisl statements cf thig cocporation

ggggéng gstcckholders' equity of less thag J4 million, and endiag. on

. ELe_esglinr. of (4) January J1, 1395 and (ii) the 90th day efter
this corpcration provides ALZA with gua:terly finaaclal statemants
of this zorporation showing stockholders' equity of less thaa §4
million (the -Sxpiration Date"~). The Purchase Uptioa may, at
ALZIA'S option, be transfercred to this corpocatioa. -

3 {b) Purchase Option Exercise Price. ALSA shall pey @
K per share arecrcize price (Lths 'Furchaze Uption Exercise Price®) in
#, accordance with the following: ;
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purchase oa ;{
tE Epxeccise Prics Per b :
If the Purchase share of Class A - i
option is rxecciged . ,%
o On eny dete prior to Pebruary 1, 1991 923 4
Oa or aftac February 1, 1991 o
and na or bafore Jenuary 11, 1992 923 N

On ot a’ter Pabrusry 1, 1992 , é;

D and on or before January 31, 1993 $31 3
i

On or aftsr Februsry 1. 1993 * ¢

and on or btafars Jenuary 31, 1934 s42 H %:

On or after Fobrusry 1, 1934 1

» and cn or tefore Jenuary 21. 1995 £57 :
« ' F
(€) M3nnar of paymant. The Purchnea Option Exsrcise '

. price calculatel In gccordence Yith Ssction 5{b) msy be paid 21l 4n t
ecesh, all in ALTR Cluess A Corvman stack, or sny stosk iate which .

guch Claes A Co~=7n gtock is cenverted (*ALZA 3toch®) OF ia any

cashination of c=eh and ALZA S%cczk, in ALZIA'S scle 4iscretion.

. the numbarz of ennras of ALZA gtack to he daelivezad ia pt{:zgt of

2 sll oc & parti=za of tha Purchres Cption Exarcics Price s be
determinad by Zividing the porticn of the Purchase optiea Exercise
price to te paid in ALIA gtack by %ha average of the closing prices
of ALIA S%ock ~n tha American gtock fxchangs or such other
yzincipel excheace on which ALTA Stock is then traded (or if there
is no such exchi*nje, the everese of tha last sales g:icog quoted on

) tha NASD»Q Rzaticnrl Murket Syutem or if ALIA stock not quoted ©a
the NASDAQ National Wsrket Systom, the averaqs of the bid prices
quoted on NASDAQ) over the five trading days 1~~adiately preceding
the date of evercise of the Purchese cption. If the ALIA Stock is
pot listed on a natlonsl securities exchange or admitted te
unlisted trading privileges or I1{sted on NAZDAQ, the pumber of
shages of ALZA Stock to be daliversd ia paywent of all or & portion

> of the Purchese Cptlen pxarcism Prics to be p=id in ALIA 8
shall ba such numter of shaces of ALZIA Stock sx represeats the fair
market value ejuivelent of the portion of the Furchase Optiocn
Exercise Price az determined in gced faith by the soard of

pDicectors of ALZA.

(4) . Manaer of Exsrcisa. The Purchsss Opticn shsll be
3 exercised on or pafcre The Z7plrstion Date by writtea notice from
ALIA to the corporation and esch racocd holdor of Class A Common
8tock stating thet the Purcheve Crtioa is being exercissd and

bl ol sk Aty <o
N A

m.r.v;'Tn—- R .
v B 2

setting forth (i) the Purchase Ophion Exercire Price of Class A i

; Cosvecn Stock, an determined in accordance with Section $(b)3 (44Y) ’

the portica, if eny, of the Puzchasse Cptioea Erxarciss pzice to be b

9‘ peid in cash snd the portion, if anv, of the Purchase Optioa Eﬁ
.o ¥ £

.
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eccise Price to be patd in ALZA Stock, (iii) a closing date, not
f:s: than 10, nor morg then 90 days after the date of tgo notice
(or such later date as the registration statement described in .
Section S(f) is declareu effectiva) (the “Closing Date®) con which
sll of the issued snd outstanding shares of Class A Coomon Stock
will be purchased, and (iv) the placa at which holders of shares of
Cless A Cormmon Stock mey obtain payment of the Purchase Option
Exercise Price for their shares of Class A Cormmon Stock and aay
instructions for obtaining such payment. The Purchase Optien
shall be daemed to be exarcised as of the date of mailing by first
class. mail of the written notice to the corporation sad esch recozd
holder of Class A Common Stock.

{e) Closing. On oc bafore the Closing Date, ALZA shell
deposit ths full amount of the Purchase Option Exercise Prics for
llioof the issusd and cutstanding sheres of Class A Common Stock
with a bank or similar entity designated by ALZA to psy, on ALIA'S
behalf, tha Purchase Optlon Exercisa Price (the “"Payment Agent”).
Punds and ALZA Stock, 1f sny, dnpusited with the "Kﬁ‘“t Agent
shall be dalivarad in trust for the benefit of tho holders of Closs
A Common Stock, and ALZA shell pravide the Psyment Agent with
irrevccabls instructions to pay, on or after the Closing Dats, the
Purchase Cption Txarcise Price for the shares of Class A Common
Stock to Lhe respective holdars unoa surrender of their
certificates. Payment for shares of Class A Common Stock shall be
majled to arch holdar et tha adcdress set forth in the corporation's
records or at tha sddress provided by mach holder or, 1f no address
is set forth in tha corperaticn's vecords for & holder ot provided
by such holder, %o such holder at the address of the corporation,
tut oaly upon receipt frcm ezch holdsr of czrtificates evidencing
such shares of Class A Cotren Steck. Aany fuads or ALZA Stock
deposited with tha Paymant Aject pursuant %o this Section $(e)
remaining unclaimad for two years f:ollowing the Closing Date shall
e returned to ALZA at Lts requast. At ALZA's request, ths
corporatica shall p-ovide, or =hall causs its trassfer egoat to
provide, %o ALZA or to tne Payrent Agent, freu of charge, &
complete list of the record hnléers of ghares of Class A Common
Htock, including tha pumter of shares of Class A Oormen Stock held
of record and the adiress of each gacord holder.

(f) pPegistration of ALPA Stock. 9n or before the
Closing Date, ALZi wnall hava rejlstared wita the Securities ané
Zachangs Comrizsion any MALZIA Stolk to be delivered as psyment of
all or a portion of the Purchute Option Exercise Prico unless, in
tre opinion of ALZA'S® counsel satisfactory to the corporation, suzh
rejistration ix not necessary for the isrmuance of such ALZA Stock.

‘ (g) Lagend. Any certificates svidencing shares of Class
A Common Stackalscusd by ocr on betalf of tha corporation shall bea
8 legend sutstshtially as set fo-th in Section 6(8). .
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(h) Transfer of Title. Traasfer of title to all of the
issued and outstanding shares of Class A Commoa Stock shall be
deemed to occur automatically on the Closing Dats and thareafter
the corporetion shall ba entitled to trest ALZA ss the sole holder
of all of the issued and otstanding shares of its Class A Comvon
stock, notwithatanding the failure of any holder of Class A Cormon
stock to tender the certificates representing such shares to the
Payment Agent. The corporation shs 1 instruct its traasfer sgent
not to sccept ary shares of Class A Common stock for tranafer oo
and after the Closing Dats, excapt for the sharss of Class A Comron
Stock tranefecred to ALZA. The corporation shall take all actions

reasonably requestad by ALZA to assist in affectuating the transfer

of sharss of Class A Common Stock in accordance with s
Section §. )

6. Frotective Provisions.

(2) Any certificates evidencing shares of Class A Comron
stock Algsusd by or on behalf of the corporation shall bear a legend
{y the following form:

*The shares of Bio-FElectro Systers, IDC.
evidenced heraby ars subiect to an option of
ALZA Carporaticn ss described in tha Restated
Cortificate of Ircorperatices of Bio-2lectro
Syste~n, Inc. to purchase such sacurities st a
rurchssa prica determinad in accordance with
Section § of Article Third thereof exsrcisable
by notice at eny time during the pericd
bsginning on the earlier of (i) February 1,
1991 2nd (44) the day thet Bio-Electro Systems,
Inc. provides ALZA Corporation with quarterly
financial statemants of Bio~Electro Systems,
Inc. showing stockhoiders' equity of leas than
S4 millioa, and ending or tiue e=rlisr of (1)
Januacy 31, 199% end (14) the S0th day after
Bio-Flectro Systems, Inc. provides ALIA
Corpo-ntion with quesrterly financial statemeats
ef Blo-rlsctro Systems, Inc. shoxing
stockholdars' equity of leas than $4 million.
Copias of the Pestated Certificate of
Incorporation are available at the principal
plecoe of business of Bilo-Flectrs Systems, Inc.
at 950 Page Mill PRoad, P. C. Box 10930, Pale
Alto, California 94303-0802 and will be
furnithod to any stockholder on request and
without cost.” .

(b)y No Coaflicting Acticn. The corporation shall not
take, nor permif any other perxcn or entity within its contcol to
take, any action incensisten® with ALZA's rights under Section 8.
The corporation shall not enter into any srrangemeat, egreemdnt or

06/
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understanding. uhuthai orsl or tn writing, that ic incoasistent
with the rights of ALZA and the obligations of the corpocation

hersunder.

(c) Nakhédftionax capital Stock. After ths issusnce of
shaces of Class A Common SEScK gn connecticn with the unit offering

by the corporazion and ALZA covered by the Registration Statement

on Egrm -1/8- : . 11-24504), tha corporation shall not,
without the affirmative vots of the holders of a majority of all of
the issued and ocutstanding shares of Clas3 B Comemon At ., insus
ony shares of capital stock prior to the Lxpirstion Dete.

7. rimitation of Lisbility and Indemaificatica of Directors.
Re

(8) Elimination of Csctain Liability of Dlrectors.
director of the corporaticn shall pe pnisonally liabis to

cocporation or its stockholders for monetsry damageg for breach of

flduciary duty as s directsr, except for liahility (1) for any
breach of the director's 2uty of loyalty to the corporation or its
stockhalders, (i1) £or acts or omissionz not in good faith or whizh
{avolve intantional misconduct or a knowing violatiocn of law, (iii)
under Sectisn 174 of the Celsware Genezal Corporation Law or (4%
for any transaction from which the director derived an improper
perscnal benafit, :

-

(b) Indernification and Insuraace.

(1) Pight to Indemntification. Esch persca who was
or is mads a party or 1s Thraatened tc ba rade a pltt{ to or is
invelved in 2ny acticn, suit or proceeding, whether civil,
criminal, ad=iaistrative or invastigative (a "proceeding”), becsuse
ha or zhe, or a psrson of whom he or she is the legal
representative, is or was a director cr officer of the corporstica
or i8 or wes sxarving at the reguest of the corporstion as &
@irector, officer, employsa ot ageat of snother corporation or of &
partaership, joint venturs, trust or cther eaterprise (including
service with raspect to employee besnefit plans), whether the Dasis
of the procreiing is alleg=d action in an official capacity as &
director, officer, erployee or zgent or in any other capacity while
gerving as a dirastor, officer, employre or ageat, chalf ke :
indemnified and hald harmless by the corroration %o the fullest
extent muthorized by the Delaware General Corporation Law, ss the
serve exists or may heceafter be amended (but, in the case of any
such erancd=sn%, only to tha extent that such amendment pesmits the
corporation to provide brosder indemnsfication rights than that law
permitted the corporation to provide halors such amendment),
sgainst all arpense, listility and losr (including attorney's fees.
Judgments, penslties, fincs, Erployee Patiremeat Income Segurity
Act of 1974 excise taxes or penalties, and amounts paid or to be
paid in mettle~ent) raassonatbly incurred or suffered by such person
in connaction therewith; provided, howaver, that the corporation
shall indsmnify sny such pervon seeking indemnificatioa :

2
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connection with a procesdic; for part thersof) initisted by zuch
rson oaly Lf the proceedl.: (or part thereof) wes suthorized by
o the Board of Directors of :ine corporaticn  Such indemnificstion
shall continue as to & person who has cessed to be a director,
ofticer. erployee or cget end shall inure to the tenafit of his cor
her heirs, executors and adminristratcrs. The :xggt to
indemaification conferred by this Secticn shall e coatrsct right
, which may not be cetzoactively smended a1l shell include the rigbt
o to be paid by the corporaticn the expenses incurred in defending
any such procesding in advance of its finel dispositicn; provided,
however. that, if the Dalaware Snnoral Zorporation Lew raguires.
the payment of such expenses {ncurred by =2 director or officar in
his or her capazity as a director or offlicsr (and not ia any cther
cspecity in which service was or is render~j by such persoan while &
director cr oficer, inciuding, without linitstion, service with
4 zt t3 an e=ployee benefi: plan) in sdvance of the finel
dispositison of *he proceading shall bo made caly upon dalivery to
the corporatlon of an undertsring. by or on behalf of such director
or officer, t> repay all a=cunts so sdvanced if ultimately it shall
pe deer—ined +hat guch Jdirecsicr or officer is not eatitled t3 be
O indemaifi=3d uniar this Secticsn or otnerwise. The corporation mey,
by acticn of itz Roard of Directicrs, provids indemnification to
erployeas and szents of the ccrporatica with the same ecope and
effect avy thn (~lempificetisn of directors and officers. i

vity of Piants. The right to
T 02 expennes lncurrvd in defending e
tnal disprsiticn coaferred in this

12) Honexc
Q indermnification and lre p2y—
proceeding in 2dvance of L

Section sha'l rot be exclusivas 2f say other right which any persor
may have or heramrter acquicz under any stetute, provision of this
Certificate of Iazorperaticn, bylaw, agreemmat, vote of
stockholdears or diginternstad diractors, cr otherwise.

- {3y Irgurance. The corporation may meintain
insurance, at its expease, =2 pretect itself and eny directer,
officer, employes or ageat of the corpcraticn or ancther
corporaticn, pertrership. joint venture, trust or other eaterprise

. ajainst any such experses, iisbility or losy, whether or not the
corporation wrild heve thw pewar %o {pde~n’ 'y such psrson sgeinst
guch eypense, llabllity or loss undor the relawacre General
Corporation Law, S ﬁ

. -

8. Apendments, The corporation rescrves the right to smend
and pepexl any provision contained in this Pegstated Certificste of
9 Incorporation, and to take -ther corporate sction to the sxteat aad
in the manner now or hereaftar perwmitted or prescrited by the laws
of the State of Delswara sutiec’. o the provisions of Sectiong
;;:;L;é gg?bﬁzg\ii{ A{té:lehThitﬁ of this Restated Certificats of
yrasion. tights herein conferred gran :
this reservaticn. i forred ars ted .“b,.ct to
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A. AuiA has proprietary rights to tha w qu.

<

d L 3= rToposas to wirrteka further resesrch ‘and ';.!. ..
develogrent of the Licensed Tscinology end to cevalop prodzcts
wti11sirg the Licensed Tachnolegy and expects to mlag er wquuo

o and own carta2in tesinology in connection thc"nit.h. o 7 5

C. As 0. AL cuto harast?, ALZA ard PESI are mtu‘inq into a
' License ayti.r-w mnt and a Resnarch and stola;nuxt xq:mnt. -

“
St Cueed
¥ . _j"}-‘; . .

2 mo‘;h&r f’"’”' SR =
D. In cunuideration of the forsgoing aqmtl. n.n 1-

¢i31ing to crant to EZSI a llconss to practics the Licwsed -© -
> Tecknoleqy in the Pield wnder certain circorstances &s Iu:ninlmr
sat fortd. o L;l,f:;,, Y :g
- BO¥, THERTZOREZ, tha parties zqgres as tonovn 3 . n
7 potinttioss. b ﬂ *'
? < o Pur purposes of this Aqreament, the touauing‘m mu
m the respective meanirgs sat forth below: o - - T g t

"-;' " 1.1 "ALZA Proprietary Riqhts' =hall m m ’mm

S, ;uqhu of ALZl to tha exteént nov or hareafter o'md m cuutrollul
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2 auur .t pd, . Loustar bicarodivle pol.r-rt
\ M by ALZA in U.S. Petent No. 4,180,645,
o " 3.3 “EZ5X Technology? mummmlmmc:'

Coe -.

[
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or licenoed by IZSI from thid parties, inachunenormuu

Jeary 31, 4393 (cv guch earlier dzte om vhich the Danlw )
contract is tarminatad). o 0 J Kl
- 1.4 “Confidentisl Information® ahzall mean, 'lthu'at
1imitation, tha originals or ccpiss of &ll infonntl.un. a-u z
&ocumants, inventions, laberatery netebooks, dravu:q-

specificaticns, bills of materials, devicea, squipment, prctctrpo ‘{ fi

podels end tangitle manifactations relating to or Mﬁ.ﬂ: ey’ .’"/.-’\
Licensad Techrology discloasd borzundsr except any c! thc torngllﬂ: :

- T ..:‘ vf [

I

(a) 1s knom to or nned by SESI pﬂotto.thtiu x-*
u disclosure Rarzender ss evidenced by its written m: i «-‘"'
(») lawfully is disclesad to BESI by u th.i.rd purtr

.

mi.ug the right to disclese them to RESI: ox R &v
O

-: °-,~-“. - (=) eithar hefcra or after the tiu or dhclocun '
tﬂ m Leccmes known to the public othwr tban by m wﬂn:ud § '.
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th-uu-part of compounds 2CTOSS nbieanglenm-q;‘

BT

.;-,u.n, nails or mucceal surface for local or systemie w. w
o . eb. 'gnfluence of an electric potential gradient w M | " rb’i
S T 1.7 "Field® shall paan all twllcuticl' 0! amm'“ 4;; ‘
o noucd.lhlo Polynsrs or Electretransport Systexs for use in the " ‘;'
prevention, treateent or curas of iilness, dimcese & otha: ndiad.
condition in huwrang, But not the diagnouis thereof. ‘V
- 1.8 "ricmsa Option Agraspent® ehzll msan the I.iemo ;
° aptlca Agreanent datsd tha date hereof befwean ALZA &nd BE3I.
1.9 "licensesd Technclogy”® shall rean ALZA r:q:riutarr
Rights muepnd en or before Jamusry 31, 1993 (or mch earlier :
2 dt!:n on !‘ddx the Davalarpzamt Centract is taﬂtmtd u pmm ;' -
tharein) which arw nacazsary or ureful for research i.n th- rma or’
!cr the davelorTant, manufacturs or sale of Products. ’{f;'t. , _'. a ‘*
> . R 1.10 "Preexisting Rights® skall mran thn riqht- ot th.
cntit.l.u 1igted on Exhikit A hereto to umsa the um m
Lnta.uold. '-,‘J,'«“’ i
b 1.11 "Products® shall mean all products in t.bo ﬂd.d :

d"nlop‘d by ALTA and Affiliates utilizing or baud npoa ar n:hhn

cnt "of the Licensed Technology or BFTSI Technology. . yRy chts

) ‘f" ) 1.12 "Pucchasa Option® eshall mean the opeiea g:utd

. »'e",#"' ':"', '.'

.'\"o;'%y. s it

_ Arza to purchase all BESI Clacs A Cowzmon Stock nuau' mt'c <
N e T
m Cartificate of Incoxparation. , f :;, ~
b S
'\;‘."i

N .:, ' s .
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2.1 Grant of License m&b‘hb?qmum.

° mmmmnzmo:muwmmmum?
Presxisting Rights, a worldwids, royalty-free, exclusive liocense,
in)-\wtnity, to practics the Licanced Technology in ﬂn risld,

G buttornooeborwrmnmtmmr wa-mum

L

agreements betwacn tha partian, BESI shall not sublicense the
Licensed Technolcgy to, or enter inte cther srrangsments with

o respect to the Licenrad Tachnoloq-y with, any third party £z any

purposs bntom Jamnry 31, 1955 (cr gsuch earlier date on which the

mrcbau Cption terminates) without the priocr wvrittan eouocnt of

2.2 Pricr crants. BESI understands and mledqu

t.hat ALIA hss, prior to the date bereof, ucanud thc Licanend
Tachnology to tha entities listed on Exiivit A hard:o. to the

> extant sat forth in the aqm«xent- 1isted on rxhibit A barsto.
3. Efforts of BESI. £
BESI prosptly shall cowxecnce to use the Lieannd 'rochnoloqy
? and shall uze its diligent efforts to continue sy:uu m and
mxwmmrmduutoammpmm. m.ehcan
under tie Drvelopment Contrack: _ Lo e ‘,
2 . €. Patents. b*\?*l” :

BRESY shall notify ALZA of any infringemant or nnoqd
inxtiwtknmtoml of anypatout righte Whm

P e e




T umcnt or uvnautborizsd usa.

o g

| gEST ahall ccopsrate fully vith ALZA in its pursult thereot, ot}
ALZA’s expence, 2o the extent ressonably requested by ALIA. u. - f'f
within six monthe after vritten notice from BESI, ALIA has uot
coamsnced any aczticn to restrain such allegsd anrm—mtcc ‘
unauthorized uss, and if, at such tims, the annualized unit ulu
voluss of such infringing product equals or exceeds ten percant of
the unit esles volune cf tha related Praduct, BESI shall bave th. 7
right, at 1tsmmoandviththo:!qﬁttomw to
taks such actiocn gs it deses apprepriate to restrain -nch unngd
utrw or rranthorised ues. If BESI takos any -n& actien.
u.n ahall eoopera!;c fully with BESI in its yursuit w, at .
" BESI’s expansa, as rearonably miy ba requested by BBL B:SI obul
not ssttle any such action ralating %o any allcgod :lntﬂ.ngmnt or
" unauthorized use without the prior written consent ct n.n. \r
' S. Conficantislity. ,;-\:'- : '
ﬂbjocl‘. to the othes provisions of this M' m th
tttl of thll Mireemant and for a period.of five y‘arl fnuudm itn .
" taraination, B25T shall maintain in confidence a].]. mtmm

!ntcrntiom provided, however, that nothing conuin-d hord.n mn

< Uny ¥




extamt that such Confidential Information is required to u ’
. disclosed (1) ineomncuonvlththomimotm

O Mmml-mmumninqo!producﬂ, (u)mm :
) purpo. of complying with govermmerntal regulations, (m) !et tb‘ ‘*{
' pn-poa. of any sublicense to ALTA under the Development emtnct o:’

o " (3w) for the parpsse of any other suklicense psrnitud m -

afoxr ALZA’s rights undar tho Licenre Option Acreement have 1‘,1;

<

ecarminated. The chligations pursuant to this Saction 8 shall i
sarvive ths tsruination of thin Agreenent for any reasomn. ‘ .

° " 6. Disclairsrs, Loy o ;
ALZA DIZCLATN3 ANY EXPRESS OR IMPLIED WARPANTY (1) TEAT m %

LICIFSED TOCHNCLOGY, OR THE USE THEREOY, OR ANY PRODUCTS . " j

o chmummmmmr,mnmm - f
CIATMS OF PATENT ITRIRGEYFNT, DYTITIERINCE OR UNLAWIUL USE OF . E -?
mmn*rmornnmommca(u)ormm{ 7 E
RTLIASILITY, TICEMOLOGICAL OR CCOMERCIAL VALUE, CONPRESZXSIVENESS ; =~ |
% EZRCEANTASILITY OF THE LICCNSED TECHFOLOGY OR ITS SUITABILITY GR - F
mmmmmmnommm,mmxw.,‘ o

¥ e

D THE DESIGN, DSVELOFMINT, MANUPACTURE, TUSE OR SALE OF PRODUCTS. ¢ - s
VMMMWA&MWO?MMMM.WOR b

: T ) ¥

INPLIED. AR 8 g

T : TR i o
, " 7. Tarzination. . k ;‘-»_,-I?‘ :
2 3 2

" Rither party may terminate this Agreesent .tf.ctlvo npo:l th-*

qivhq of written notice of such termination to the othnt p.rtr Ln
-
J -

the event such other party:

L S e O N

e
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aﬂmmwmtar-muodotso aay-uwcuu-

gl b 3 :";‘.;:;_;!_::rr.‘*

. oe £ by other partys or PP L 4
o . 5T (b) entars into any prucseding, nhether mn:y or
- ‘ 9hit v ke H

oth-tvhc in bankruptcy, reorganization, uz.mm ebo
wmtofamlmormmtommmum

o - ctbcprty'om.uotmatherp

Mmmmmm

relief of creditors, or makXes an assignaent for the Mt of n.wll

other party’s creiitors. S -
This Agreersnt ehall zutcmsticelly terzinate upoma the -

terminatioa by BRI of tha Devalormesnt Contract or any eth.r

.qrmt batweon the parties without the consant of m. athot o

than éne to a breach thersof by ALZA.
i 8. Coontarprcts.

..‘ RV I

m-gqnmntmhouwmmmmbarotmpﬂm
.adlotvhichwmnmcu‘ed.hallmwub‘mmm

J ‘and 811 of vhich vhen taken togsther sball constituts t.u-

‘, : . . " Y
.. 9. [Notices, .

v " . any notice cr cther comsunication required or pon.i.ttod to

qlnn by eithar party under this Agreement shall be gina l.n
w:tti.ng ard shall be delivared by hand or by raqim ot g ,;:‘

3y mu.a mail, postage prepaid and return receipt M
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P.0. Box 10950 -
Palo Alto, canrmh “303-0303
B 2ttentioal Pruidmt BEREFL AU

o - ' W notice or communicativi given in conforeity uu’un
ucuc- 9 shall be desmcd to ba effective when roceived by th-

s A

addromses, 1f daliversd by hand, or fiva days after sailing, i¢
mailed.

v

10. Goyerning Lav.
niiﬂqmntMIboqcvamdbynnthtrMh”
acoordance with the lsws of tha satata of California as spplisd
botwesa reeidenta of that state antaring into contracts wholly to
-~ be perforred in that stata. Lo | '
' 11. Ssversbility. - -
If ary provision of this Agreezint udeu«!wh. otbeco-u

1m1u, 11legqnl or unsnforceadle in any jucisdiction, (1) such
provision shall be desaed amendud in such jurisdiction to contotl MLV

. A e Y g W T el ey Sepe A

U

-

? to applicable lawvs of such jurisdiction so #s to be v&l:ld u\d " .

.
P
»

‘enforcsable or, if it cannot be zo amended vithout ntcun.y
:nlhring the intention of the parties, it will be utth:h-n. (u)

.,

Y - 'thn vnu.dity, legality and enforceability of such proﬂ.dm vm,h
not .ln any way be affected or impaired thareby in any uthc .
jurhldiction and (iii) the remaindar of this Agrc-nnt mn -
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‘ 32. Amendrents; Binding Pffect S
Bo amandmart, sodification or addition to thh Wt Ml

2 ‘hmmlnorbhﬂmmoimmmmm&uthh -duny

" and ewecuted Ly a duly auvthorized represantetive of such pctt;r !
Bafoxre Jamsary 31, 1985 (ormchurucdatnonmmm
Option terminatea), meither party may assign tiis Wt or ita
rights hereunder, by operzticn of lav or ott.arwise, without th-__

e .
. .

f"j},h 21 iy
[ 3

-

~.\'1a

-

pricr written consent of the other party. Sudbject to thas
3 :ctaqoinq this Ajreement shall be birding upon tha Wﬂ x*d
assigns of the porties. S ;2-
13. ¥eivar, -
,, Mo waiver of any Tight under this Agrerment shall ba d.-nd
7 effective unlerx contained in a writing signecd by the p-.rty cb&:gtd
with such vaivsr, and no wvaiver of any breach or taurn to porton

Mlbodeuedtobonninrotrw"uturcbmchoxtuumto

2 perform cr of any otber right arising under this Agreanent. ‘~ &
T-u - . Y

. 14. Headirgs. S AN "

The soction hesdings contained in this Aﬂr-uaat I."b inclqsnd

J . tor convenierce only and form no part of the aqmt m tb.

’ e e iy (.é' :"r -
>, A PR >

. . . b A

S - . 18. Ko EBffect on Otbar Agresxzents. - _év'._‘ca: . u," :

Bo provision of thie 2greement shall be co-cstrnnd w as to

negate, -od_iry or affect in any wvay the provisim ot nny o':_.m;
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M betwesn the putiu unleas specitically rotu'nd o, and i :
" to tbl extent specifically provided, in any such other agresment.
IN WITNESS WHREREOP, the parties have executed thh Wt

4

a

x4 .‘,_

LR

PR TPt 1Y

aa of the dats first adove written. ‘
3 ; PIO-ELRECTRO SYSTEMS, rnc. '-
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Ciba-Gaigy Limitsd and its affiliates == thosa certain
dated as of Hay 2, 1981 between ALZA and Ciba-Ceigy or one of Lgl |

affiliates.
- DNAX = Licensa Agreement dated as of warch 25, 1931 betwvean ALIA
Corporstion and DRAX Limited, as amended. PR
Research Wedicsl, Inc. =« License Agreenent dated Oct.ob.r* 10."‘ 1988
betwveen ALEA Corperation and Rssearch Waedical, Inc. o i

catectsch Corperation - Develcpmant Agreement and Patent License
L 1987 betwean ALEA Corporation

L
-

“

-,

<

Ag® each elfective BSeptender 1,
and Ostectsch Corporation.
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EXHIBIT 10. A RS ; SR
R D H " ",ﬂ.:?c_:
¥ L TRGR 4 ‘%‘ &
Fore o SRS
PZORARCH AND DEVELOPNENT ACsz «_ T s B
o ' s
an:xxxxur pade as cf th- ____ day of Octobaer, l’lt. betwesn
: T )
AL:L CURPORATION a Delawure corporation ('Contractor‘), i

O

Blo-Electro Systews, Ine., a Dalaware corporation ('CIiant').
RECITALA? S
<l. Client is a corporation organized for ths purpose 6: %
develeping and commercializing products in the rield utilising th"k
Licensed Technoloéy. S
B. Contractor is engaged in the business of research and

developaent of rharsaceutical products. : .

C. Clien* desires to have Contractor psrfcorm, on on behalf o:v
Client, further rssearch and di/elopwent activities using the :
Lticensed Technology.

NOW, THERZTURE, the parties agrse as fcllowst

1. Definitions.

1.1 'Affil ‘te” ghall paan a corporation or any cth‘r

en ity that lrectly, or indirectly through one or more

.

oo
~

intersediaries, controls, is controlled by, or is und.r‘eulnaa-

control with, the designated party. “"Control® shall mean ownership
5! at least 59% ¢Z the shares of stock entitled to vote for the -
electiocn of directors in the case of a corporation, and ué least
508 of tha intarests in profits in the casa of a business entity . _

other than a corporstion.
1.2 T"AILZA Propriastary Rights® shall mwan Proprictary

Rights of Contractor to the exten® now or hereafter ‘owned or

controlled by Contracter and existirg during the term of thil

-— ——



Q - o] = :
g = EN
- .; é? F *é
¢ . agreswent other than the Daveloped Twchnology, mﬂ n&a m
- : hll or will hava the right to license. e ,:- S :;“h
1.3 "Available Punda® shall mean the sun ot m 1
'

proceeds to Client from the offering described in the m

@ - } and (D) interest end other income sarned through w ' :
| {nvestzent of such Client funds pending their cppliuﬁal to

g Client’s business; and (c) revenves recaived by Client from

”-&':'.
AR

. PRYS
1] .
. -

o Cosrtractor under any agrsarents between Cliant and amtttctctt 1-:
(4) all necessary or appropriate expenses of apcrlti.nq the business
of Client (other than arcunts paid under this Agresment), including

legal ard adrinistrative expanczas and reasonable rescrves for

prassnt and future obligations.
1.4 T"ALIAMIR® Bioerodible Polymars® shall mean the

5
-

tnuy of polyorthosster bicercdidle polymars disclosed and
patanted by Contractor in U.8. Patent No. 4, 180,“6. vhan used to

’-\

deliver a drug cospourd. S w
1.5 =Develcped Technology® shall mesan Proorimry Rights

2 An the rield that (i) are generated, develcpsd, conceived or rirst
reduced to practice, as tha case may be, by cqntraceor under t.hil
AjJreement; (li) are acquired by or on behalf of Client from pcrsons

u’,‘

2 other than Contractor; or (iii) are (a) gensrated, dmloped ::;;
conceived or first reduced to practice, as the case ny be, by .

.:a,,e

) Contractor during the term of this Agreenant pumu!t ‘to an g
J agreemernt providing for the develcpment or co-nrcmuauon ot .
product in tha Pleld with an unrelated third patty. (b) m Mt'

, ttlltod to a proprietary drug compound ovyned by or lie‘nsod to neh

121
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t*»‘ _—

" 1icense to Client hereunder. - w! e % :5
<. * ' 1.6 "Development Cost(s)" shall wean caatnctcr‘a Direct '

‘ w and Indirect Charges (as dsfined on Schedule l W) lnd
2 all other expansas incurred by Contracter in the pttfm ot Lts’

duties Bereundar, datarmined in accordance with schedule l h-:-to

1.7 "Eilectrotrensport Systems® shall mean m‘hns tu i
2 the transport of compounds acrons a bioclogical wambrana tu::h as the
skin, nails or mucooal surface for local or ty:tc.nlc therapy, \mdﬂr

the influencs ¢f an slectric potantial gradient acress such |

1.8 "FrDA" ghall maan the United States . u&dmu'i’?:"

Adnlnhtration ST any succasscor agency whosa apprcw.. ";;:’- scessaxy

to markat a Product in the tnited Statas.
1.9 Trield® ghall rean 1all appucations of n.nm'

o

Bioarodible Polyrers and Electrotransport Systems for the .
provention, treztwent or cure of illneus, divease ur otlnr n.dlcal

condition in humsns, but not the diagnosis thersof. .. 3? o
P-:.f‘ ‘:

: 1.10 "rFinal Product Devalopment®™ shall mean ecmtimud 2
/
dmlop-tnt of a Product from conmpletion of Initial Product _

. ‘1‘333'}'

Development until the receipt of marketing approval frw tho m. s
1.11 "Initial Product Developmwment® shall I.ln tlu 5

23 ,' .

dmlq-ont of a Product Candidate after corpletion of t ming
2 Evaluation through (i) Phase I safety testirg and (11) h:ithl

l'vi",-‘ e . .

m:- IX efficacy testing on up to 40 patiants.

X
5
3
7




St RO

eaau-.ctormd-r the License Option thomham :
) u ‘cartain products, as dncribcd in the Licencze orum M
1.13 "License Option Agreepant® shall mean thl umu

B

AR AR -

e in Ao gt
g m:-‘om:he W *ﬁ;} v .\’"'c_‘ -
ap v w‘gﬂ:\

N Y

Option Agreasent between Contractor and Client dltu! u e! the dlt.

v

w; o :-. .
1.14 “Licensed Technology® shall mean ALSA Propristary
2 Rights existing during the term of this Agreenent vhich are '__. R

-
-
-

mry or usnf.ul for tha reassarch and developwent, um!actnr‘ e

EV N XL

LRI

L=

, | or sale of products in the Fleld.

& 1.15 "Preexistirg Righta® rhall mean the rights granted ‘.A' B

prior to ths date hersof to certain third parties 1listsd on

Scbadulc B hereto to use tha Licen=zed Technology. : , : :,;‘,,
1.16 "Product® shall wesn a Product Candidate d‘ciqnltd

for Final Product Developzant under a Product bevelopsent Proqrﬂ

in accordsnce vith Section 2.4 or Saction 2.5 hereof. - 3. :

. 1.17 "Product Candidate® shall mean an ALZAMER®
Biocerodible Polyner or Electrotranspert System in eu.bin-tlan ﬂth g
a Screening Candidate, accepted by Client or designated by .;g:

or Section 2.5 hersof. Each auch Product Candidate mun b. lhtod
on Schedule D hereto at such time as it is dasiqwat.d as I m

Candidats. 5:' o
v, '\r‘

r . 1.18 "Product Develcpuant Program®™ shall -un . pi'oqrn
to b. carrisd out by Contractor on hehalf of Clisnt to Mﬂlcp .

w;« rha
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" | product Candidats into a Product, and shall anluﬂ. mun m %,

5 ) mnxep-ont and Final Product Developwent. e RS i4
: * X

1.19 'Ptoptiotary Rignts® shall mean d-u. W

P

| mmnticm. proceases, knov hov and trade ucrttO. M pat-ntl ot
p.unt applications for any of the foregoing, owned or w to
. a pnrty and which such party has the right to licenss. h-r-nnd-r _
~ 1.20 "Prospectus® -haunanehcmspocm (un-ndad
and mh-ncntad) covering a pra-pooed offerirg of Class A m

> . atoak of Client end warrants to acquirs Class A Common ‘stock of_'
Coatrsctor. | : SRR
1.2) "tcreening Candidata™ shall ®4zn a dxuq.cOlpcund”"
g selectsd for & Screening Evaluaticn in accoxdance with this
. L ¥

1.22 "Screaniny Evaluation® shall msan a project to Xe
carried cut by Contractor on bmhalf of Cliant for the mlution of

5
the sconcric ard technical feasibility of dcvnlopunt of a
Screening Candidate into a Product candidate. : A :

5 1.23 "Systems Research and Davelopment® shall mn work
performed under Section 2.1 hersof to further develop the Licansed '
Technology in the Field to enahle such technology to form the basis
for the daveloprent of Products. S !

3 Te :,.:f' 3

1.24 "Technology License Agreement® shall uul

Technology Licenss Agrsemant dated as of the date heroot m i
Contrsctor and Client. e i =
- [
R
J : o .
: -5~ 124
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" 3. Systess Researoh and Devel: and D-vc1oz!s5sL_____._Aas.lzzls!sl___i

W «, b ..’ ‘
I 2.1 Systems Rnourch and Developrent. Iith.tn 30 url
after eho closing of the offering described in the m -

Contraztor shsll provide Client with initial vork plans and budgets
for Systess Research and Development covering the periocd ending on
December 31, 1993, including a 1ist of potential Scresning
Candidates. Contractor shall diligently perform or causs to be
performed thy activities tharrunder. Such vork plans and budgets '
may be anerndsd from tise to tims by Contractor so as to remain &
best estina®y of tha Systems Ronasrch and Developsant to be

performed.
2.2 Screening Evaluations. Frow tin to time Inrmndu'.

Contractor shall dssignate to Cliant' in writing Sarunng
Candidatea for scresning hersunder at Client’s expenss, tiuhj‘ct to
the resainder of this Section 2.2. All SBcreening Qrdi.dltu
designated by Contractor shall be the subject of Scresning
Zvalustiors hercunder; providsed, howaver, that {n no event '-uu
Client be required to pay more than ten percant of Availatle Funds
(calculated for this purpose vithout regard to any rodncucu ‘
pursuant to Section 1.3(d) hereof) for all Screening mlultlon.
hersunder vithout the written consent of Client. Costs of :
Screening Evaluztions in axcess of the foregoing shall be plid tor
wvith funds otner than Client funds. Each Screening Ctndidlh.

© designated by Contractor hersundsr (regardless of wvhether the
mq Evaluatisn costs are paid by Client) shall b‘ listed on

e s b Rl
‘v .

Ve e Pt
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f
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o schedule T hersto, and Contractor shall diligently parfora or cstuse
 to be purformed the screening Evaluation therefor. L ga ¥
| 2.3 Acceptance of Product Davelopment Programa, rmua K
':6 S %
¢0 dnyt after Contractor notifies Client of the conpletion and »} "
5 Gk :
results of the Screening Evaluation for any Scrsening mtl, ~ ?

¢‘ .

Client shall notify Contractor in writing of its acceptance oT ,_‘»,.5-?

rejection of the Screening Candidate for Initial Product
O pevelopment. If the Scrmening Candidate is accepted by Qinant tcr

IR

e

Initial Product Development, Contractor prowptly shall submit to- :

Client a Frodnct Developrent Froqranm therefor, divided into Initial
[ Product Devaslopment and Final Product Devaloprent. Upon acceptance
of a Product Devalerment Program by Client, or the designation of a
Product Candidate by Contractor in accordance vith Section 2.%
herecf, the Scresning Candidate ro accepted will becaome & mdnct

o
Candidate and vill bs listed on Schedule D herato, and Contractor
shall diligently perform or cause to be performed the Initial

5 m Developeant activities under the Product Developwent :

Program. T L
3.4 rinal Product Development. Within 60 days after

Foawt

3
%

Contractor notifies Client of the corpletion and results of Initial

8 "o

3
Product Davelopment for any Product Candidate, Client shall notity

[RY

Contractor in writing of its acceptance or rejection of the Product
Candidate for Pinal Product Desvelopment. If the Product Candidate

- -

R
[

o SR et

b4 is scoepted by Client for Final Product Developrent, cautraétar
prosptly shall submit to Client a vork plan and budget for the :
final Product Development thereof. Upon acceptanc. of such work Y




¥
Y . D% s
Al . .y f"*?‘,g-~ ‘,J.:.} )
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'pua and budget by Client, or the designation by Contractor of ua:
product Candidate for Final Product Development inm acocrdance uth
| pection 2.5 hersof, the Product Candidate shall bescome a )toduct

and shall be listed on Scheduls C hersto, and Contractor shall
O . diligently perform Oor cause tobopcrfamdthcﬂmlmlﬁ

i ‘f;

. e T

Developmmt activitieos therefor.
2.5 Denignation of Profuct Developrent Prograa by
Contractor. Notvithstanding the other provisions of this sectiom,

Contractor shall be entitled to designate to Client in writing, for
dsvelepwan®. heraunder, one Electrotranspert Product Candidate (ot
5 Product) and cne ALIAXTR® Bioaroditle Polywer Product Cundi.{'_“t‘ (or
Product). Zach snch Product Candidate (or Product) shall b"
Gaternined in the sole discrotion of Contractor, and, if ia.tb“
% sole discreticn of Contractor work tharecn is discoatinued, may :'b.

substituted for by ancthar Froduct Candidste or Profuct designated

in writing by Contractor. Such Product Candidates (or Products)

shall ba trestad, for all prposes of this Aqm; as Product

2 Candidates (or Products) accapted by Client for development, axcept
that Contractor shall have the sole suthority to detarnine whather
davelopwent vill commence or continue and whether the Product

6 candidates will enter and/cr cowplete Final Product Devalopment.
Xstyithstanding tha foregoing, Client shall not be zvquixtd-to ":‘ |
spend more than the sun of (a) $4 millien and (b) 38 parcent ot

b the gross procseds of the offering dencrited in the W in .

excess of $30 million on Product Candidates and Products dulqnntd

by Contractor under this Section 2.5 unless Client oca.tntl 11:

[P

g e
‘
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2 writing. Development Costs for such Product Candidatee u' ? '

L

'wm-mucfmhmmtum‘lbcplmm'lﬂl

. otber than Client funds. 5"12'”;1i €§, .
) 2.6 Later Requests. If Client falls to acospt & g L

Screening Candidate as a Product Candidaze, or otharwvise uu- to
appzove Initial Product Developwant or Pinzl Product nunlopwt
or both, for any Prothict Candidats or Product, as the case -y ln. )

>
Client m1y, st any time during the %term of this Agreeseant, t_-qnut
Contractor to perferm a Procduct Developeent Program for swch
Screaning Car2id.%a, Proctuct Candidate or Froduct, as tha casa may

3 4

be, all in acccrdance vith this Section 2, unless, at tha tise o .
such requeg’, Cortractcr har ayercised its License Option es to
such Screening Candidate, Product Candidate or Product aidl is then
3 continuing the dearelopment thereof. ) S !
2.7 Diecomtimiation of Davelopm=nt P:gg}'m Ie Cll!ut

suthorizes a Product Dmel:r--nt Prograa for any Pradnct Candidate
2 and lster deteraines not to complete developrment thereof for any
reason, Client imrediately shall so notify Contractor in writing.
2.8 Thivd Pa—ty Agreowentsg., Cllent mtdu'l'tlnﬂl, -7

b . scknowledgas and agrees that Contractor may perfors :uean:h and
developaent wurk in the Field for third purties, or for.. ... £
Contractsar’s ovn account, in either case paid for d“h tl:nd' othor
than Clisnt funds; provided, hovever, that (i) any Ptqtiltlry

. uqht- arising from such work and falling within the d.ﬂnium ot
ntnlup-d Technology under Section 1.5 of this Aqtmt lhtll ho
; trosted 2s Developed Technology for all purposszs of this Agrt-unt
-9~ | - 128
) ; ‘ne§¥§: § <
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and (ii) Contractor shall not ba entitled to Mhlln u have {;:
® cosmarcialized any resulting products in ¢he rield nnlm : g:g
',_ﬁ-.v ,;', . N' x.) ‘g oA
Contractor has exercised i:s Licensa Option th-r-tot. S c TS
3. Rasearch and Developmant; aorvicesr__g_ogg_!t_ﬂ.."'," K -
> 3.1 Hiring of Contractor. Client hersby hires ;

Contractor to perform all research, developaent and Mm
sctivities to conduct Systens Research and Davelopment, to conduct “4
2 gcreening Evaluations, and to develop Products in sccotdancs with ;
this Agreenent and to undertaka such other activitiss s the R
perties may sgras. Client and Contractor ghall cooperats in good
faith with raspact to mutually accsptable work plars and Wu
for Systezs Rencyrch and chlo;;svnt, Screening Evalaations and
Product Davelopymsnt Programss and for such other activities as thl
parties may agrae. Each party shall diligently exscuts such work -
plans and shun raport significant deviavions thersfrom in & u.n.ly
manner. Contractor shall have discretion to attempt to obtain, on
Pehalf of and at the expansas cof Client, any patent or technology
2 license frcm any third party that Contractor nascaahlj daunl.n“
to be necessary or ussful to enable Client to conduct W k
Ruaiearch and Developmant and Product Developrent Proqran nnd.r :
J this Agreewent. ~ . ,.)’
3.2 Prioritiss. The psrties recognize that ~ .

R,

EOROFTE LK)

. 5

technological and commarcial uncertaintiss makae it extremaly

R R R T P

b aifgicult to yredic* tha relative priorities that sdhould b. '
assigned to syttm Resaarch and Development and among Bming
Evaluations and Product Davelopzent Programs. For this reasom, i -

5
a v R ';:; 4
. (4 B
=10~ : oo . )
T 29




Contractor shall have full discretion, subjoct to luutinn 3 h-t.c!.
to detarmnine fron time to tima (i) the resovxces to ba devoted ta
Systems Ressarch ‘and Development: (il) the priority ‘of lcttlaiﬂq
':Mluttlonclndmmlopmnt rmnummu&-:um
‘th-y are selectsd for commancement and eo-plqtiunt ~,2;.5lmf

,:".“6‘1

(111) the lllocatlon of resourcss or Contractor (tucllititl, i EV
u.qnlpa-nt aend parsonncl) that are nvtilnbln to Client for Cytt--
Ressarch and Develcpmant and for each Scresaning tvtluttloa lnd }
Product Davelcpzent Program; and (iv) tha portion of Available :
‘Punds ollo-ated to ssch activity under this Agreement.
4. Payrernt for Servicea; Timing of Paymants.

4.1 Paymant of Develnprwent Costs. In considerstion ot

3

the work to ba carried cut by Contractor hareunder, Client shall
relsburse Contractor for all of its Development Costs, but not tn
excass of Avtilahln furds. Client agrees to nSpcnd all Avallable
Funds for activities under this Agreenment, includinq those : )
descrided in Secticn 4.2 belov,

4.2 Cartsin Other Davalopeant Payrants. In ldditlon eo

’

the amounts de=zcribed in Section 4.1, Client shall reisburse f
Contractor for erounts trat Contractor is required to pay under the

-
e

agressents with Ressarch Medical, Inc. and Ostactech Corporation
dascribed on Schoedule B hereto. Por purposes of this Aﬁt.«l-nt.'

tueh anounts shall be deemed 'Devalopnent Costs.®” ;5~\§K'f‘ ;

W 1

4.3 Timing of Paywenta. <Client shall pay to cnntx-ctnr
monthly, in arrears, all Developuwent Costs incurred durinq th. g,

et

s"'-'

.-;;‘

‘ ,1f5¥$*

prtcnding calendar aonth, within 30 days aftas COnttactot'- 1nvoio# F

£ M R
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2 W&. In addition, upon delivery of an appropriats hﬂoio.
m. wvithin fiftean das after the closirg of the ottortn
ducrnnd in the Prospectus, Clisnt shall pey to cOntracm an 2 !

D asmount equal to all funds actually expendod by contractor ;,‘f. SRS

(calculated on a Developmant Cost basis) in the rield tra
January 1, 1988 through the date of such closing. :

3 4.4 Sufficiency of Funds. Neither Client nor mu:tor

. vy

1 R Lt R 4
CIA Sy BRI

makes any warranty, express or irplied, that Availahle Funds will ’

3

]
LRI

be sufficisrt for tha completjon of Systems Resaarch and A -,‘-' ﬁ‘l"

3 Developsent or of any Procducts. = 2 '~g ré:
8. Report sni Records. i F;

’ 8.1 Quarterly Reports. Within 45 days after thc end ot ‘ . "5’;

, each calendar quarter, Contractor ghall provide to Client a - Jt 5]
"X

xu\soatbly d-tniled report setting forth (a) the total mlowmt T
Costs incurred during such quartar; (b) a sumeary of the Uctk
parforued hersundsT by Contractor and its exploye:zs and agentl : ‘:f{ ,f
Y Guring such ¢uarter; and (c) ths status of all Systems Ressarch and ;'-:‘f'?.“:
Development, Screening Evaluationa and Product mlw& m

at the and of the quarter. '»v* t"

i
"

S anh i
T Tk

T e
AR o A i e S )

) © " %.,2 rinal Report. Within 90 days after the tcu.lmuen

of this Agreenent, Contractor shall provide to Client a mnonahly ;'
dstalled final report sstting forth a reconciliation of -u 5" B { i.
) Development Costs paid by Client through the t-mlmtiul ot thu

) | - .:‘:‘ ;:,;; R A
3.3 Records. Contractor nhnn keep and maintal . hl ;

3
:

Aceorﬂlne. with generally accepted accourltlnq prlnciplu, ptup‘r

b
-1‘
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uv‘lotml.r Costs. cuont shall have tha right, ct lll mx- ;" 3

? ti-n and at its own c:pono., to exanine or to have -xtllnod.hy a éj
e-rtulad pubdblie acemunt or similar person mua‘blr Whl 2
to Contractor, pertinent books and records of Contractor, tor tha %;

° sole purpose of dstaraining the correctness of Dtvoleyatat Costs E
invoiced hersunder. Such exanmination shall taks place nnt lnt-r -;

than two years folloving the ysar ln question. - 1_‘ ‘
© C.' License of Technolnqy yor Development. S : i
" g.1 Licenmse to Licenzed Technoleqy. Client bersby

grants to Cintractor a suhlicense to practice Licenzed Technoloqy
5] and the Developad Technology sclsly for purpeies of performing its
duties hereunder and the activities contemplated heredy, including ;'

the activities mtmhtod in Baction 2.8 haereof.
€.3 Termination of Licenss., Termination of thc mcenso

granted under the Technology License Agresment autoaatically shall - .
t.mimt- the sublicensas granted to Contracior undsr this -
Agreament. |
7. Ovnership and License of Peveloped Tecmlm. v
7.1 License to Developed Technoloqy. Cnntrnctorflhill :

Ae

“ .
Vg Y

own all Daveloped Technology: provided, however, that ContrlCtOt
heredy grants to Client, subject to the Preexisting uqhtl, g 1
vu:ldvidc exclupivs, royalty-free license (with the riqht to |
_ mblim), 1n perpetuity, to the Developed ‘rechnology ﬂun
2 , shall, hmrmr, be excluded from the license granted above lnd

-’

LI 5 3 TR NN

specifically retained by Contractor all of the right, utl._uﬂ
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aneu--e in and to all Proprietary Rights and au munn }
3 - sanifestations or eabodisents thereof, genarated, M,
‘conceived or first rednced to practice Quring the ‘tara ot thh

M and that are not included within Devaioped mm
5 - _,'; . 7.2 Patents. Contractor shall causs mhu Unitd
gStates patent applications to be prepared and pmhd with :
respect to inventions included in Dmnlcped Technology and uc‘nud
to Client purwuant to Section 7.1 above and vhich m

' ¥ el [
v ‘1’*!(&"“‘1}0 e

R e ML
, o

balieves to be pstentahle and cowmercially and t.dmlallly
significant, and to cavza such patents to be maintained, ufulmt
shall rascuest in vriting, all at Client’s expense) pmidad. _ i
2 kowever, that to tha evtent and with respect to mnaﬂ.m vhlch 4
have subtstential application beysnd Develcped Technology orf outlid.
the Field, the expensss of preoparing, prosecuting and uuw:mq ‘
such patants shall be shared ecually by the rartiss, unless lqrtd
otherwisa. Subjsct to Section 7.2, Contractor furthsr W to B

w

use its diligent afforts ¢35 cauae aach of its wlw and lqu’n.s

3 to d@o all such scts and to execute, acknevledza and deliver all -
instruments or writings reasonably requested and neocepsary for tbo
pu:tocticn ot patent rights to Daveloped Technology im the l‘hid ;

.

~ .

for licenze to Client.

b
) 7.2 Dal)ivery of Technology. Upon the mt ot cuent
at any time, &nd in eny avent upon the receipt of YDA approval to :_
- . +
; sarkst a Product in the United States, Contractor shall dsliver to"

Client or its designee all Ceveloped Technology and otbcr ptowrty
nhtnd to tha ccupleted Product held by or under thc eontrol ot ‘
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m to vhich Client das license rights purmnt u m'

uq :-unn. Contractor shall deliver to Client all Mdopd
| mMomorwmhcmw“warmmu

] Contractor in wvhich Client has license rights purmt eo uct.lm

e
oty

2.2,
' 8. Confidentiality.

’ provisione of this Agreement, during the term of this Agrezment m
for a period of five ysars following its termination, Contractor
) ghall maintzin in confidance all pevelcoped Technology, shall not _
2 disclose it to any third party (erxcept as otharwise provided bu'oin 4
or hx any other aqm batwssn the parties), and shall use 1e
only bo perform its cbligations undar this Agreansnt oz i . :
® connection with the activities contesplatod by Saction I.A., unless 'g
L (a) is known to or used by Contracter priotto 1te ‘
> dsvelopuent or digclosure undsr this Agreewent or nny” otm _ ‘; ok
M batween the parties. ; f,,}:‘n ‘ 2

{b) 1lawfully is disclosed to Contractor by a third

B .
YRR

3 pam hlvinq the right to disclose it; or S R

b

(c) either before or after the tino of unclocm
o Contractor becores knowvn to tha public other than by an " :

.

D unauthorized act or caission of Contractor or its uployuc.et -
AR SR SRR
sgents. ”_‘f-.', - ‘;as.{: ¥
- . X . et - : '7‘.;" :i’ ~:’
: . SR L.
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8.1 Oblimaticn of Confidentiality. subject to the cth‘:

o
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27 g2 xceptions. Nothing contained in socuea .y mn

b
PR

"pr-v-at Contractor froa dlsclosing any Developed Thchaology to th‘

lutlnt that such Developed T.chnoloqy is required to be ﬂilclntcd
(i) in vonnection with the securing of necessary mul "
sathorisation for the marketing of Protucts, (ii) br law far th‘
purpose of coeplying with goverrmental mulatiom. (114) m

coonection with any sublicense parmittad under this Agresmsnt o:.,

.ﬂp“' : 4
4~1. o“d
“ Py

«,r,*
-g. ™ :‘\

(iv) ia connection with the activities conterplated by Section a.q
herecof undsr conudanthuty agreeszents similar to those betwaen ’

Contractor and Cllent.

8.3 Survival. The ctligaticns of Centractor pursuant to
this Bection 8 ah»ll survive the’turninution of this Agreement for
any reason. '

9. Azcess to Inforration.
Subject to the terme of this Agreenent, clicut shall b-

paraitted access to the preaisss of Contractor during normal
tusiness hours, for the purpose of monitoring the progress of
Contractor’s activitiaes under this Agreement. Contracter shall
keep full and ccmplete records and notebocks containing a1l -
experiments perforzed during its work under this Agreemsant ;nd-th;
results thereof. Such items and copies of all docunnntation sblll
be available during normal business hours for inspection hy Client.

*I‘
In additicn, Contractor shall provida to Client such other - R
information as Client reasonably way request. , vjig"f é
< ) ;
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77 10. Disclaimers. ! 5
.y ¥

2 " GONTRACTOR DISCLAIS ANY EXFRESS OR INPLIED nnm! ) TuAT,
. 'nsvnnm TECH*OLOGY OR LICENSED TECHNOLOGY, OR ™ m TMEALo?, of

B nmmmar.mnmrmmmorm . 3
INTRINGENENT, maoamwmmormm

S e T
‘f""“' ‘71"'31"5’
e e

o
0 e e
B 4

INFORMATION OF AMY THIRD PARTY AND (ii) OF THE ACCURACY, - :

. 2
. m.nsn.mr, TECAYOLOGICAL OR COMOCIRCIAL VALUE, Wms
OR KEZRCEANTABILITY OF DEVFLOSTD TECHNOLOGY AMD LICERSED nmomcr ‘:
OR THETR SUITASILITY OR FITWESS FOR ANY PURFOSE WHATEOEVER -
INCLOUDING, WITUOGT LTHITATION, TITE DESIGN, DEVELOPHENT, | r#
> MANUFACTURE, UST OR SALE OF PRODICT CANDIDATES OR FRODUCTS. :
CGNTRACTOR DISCLAIMS ALL OTZER WARDUTTIES OF WHATEVER MATURE,
EXPOXSS CR INFLIED. R
? "7 23. Torm &nd Termination.
11.1 Automatic Termination. This Agreement shall ;
tarminate and itc tarm chall end upon the earlier of: s " .
> : (a) payssnt to ALZA of all Availakle m'

(calculated for this purpose without regard to any'rodnctlc—in
putmunt to Section 1.3(d) hereof): and ' ,
2 - | (b) January 31, 1995. .

L e e

D SINPY

11.2 Terminaticn by Client. Client may, in its : :
‘discretion, terminate this Agreemert and {ts term in thumut tha

'm. 'q..:;ﬁ.isr; ",,.G".;;‘n A egiema By 1) by e e T
" oK it 4 '

'M,( . - 53 :\' . :;'
, Contractor:? : R :J. ,x
9 6 AR
3 - SR

(2) breaches any material obuqation bmnnthr m.'

tm&-r the Technology ucamc Agrsenent, Licenase Opum M or




Contractor’s assels or any other precceding ander any Ill tnt th.

dlr. ut-r vritten notice thersst :y Client to m: or' ) ,,,,-’“

’~-’~~ : (b) enters into any procesding, m:aﬂa: volm |

Y

or cth-ndn. in ben¥xuptcy, recrganisation or u—rw tw tb-

eppointaent. of a receiver cor tiustes to take pcssatalnn uf

r-llct of creditors, or makes on ssaigrwent Yor the bﬂn‘!lt of itn

-3 .

11.3 Trraination by Ccntracter. Contractor uy.‘ct its
sole diocretion, tsrminate thls Agqreement and ity term if Clisat
£ails to pry eny amcunts dua from Cliart heraunier for sixty days
after written notica from Contractor that such ascunts are overdue.
12. rorce Najere. ‘ " f o
Meithsr perty to this Agreexent shall be liable for dnlcy in

-

tha perforsancs of any of its obligations hereunder if such dslay

is dus to cauges beoyond its reasomable control 1ncludlnq,'vith0t: e

linitation, acte of God, fires, strikes, scts of war, erf

intervention of any governmantal authority, but any such dtlay or i,,
fallure shall be remsdied by such party as soon as pocstble. ,3 o

-

13. Pelaticnship of the Parties.

Nothing contained in this Agreemant is intended or il to b.
eunstrn.d ta constitute Client and Contractor as partnnrt or jolnt
thtnr.r: or Contra=tor as an erployee of Client. ith-r p.rtr

-w‘

hereto shall have any express or implied tight or authority o

i’

.

e et
..ﬁ.“ﬁ"t' ~U

agsume Or creata any obligations on behalf of or in tb. name of'thoy

3
J
]
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-y 24, Counterparts. *
| Fwwntmnmﬁmmmdw
..ehofihlchvh-nnuocutodcmnbcdemdtohm&m :
and all of which vhen taran togather shall constitute thh, S
w. s ‘ . ‘ ;
18, Fotices. : g

Any notics or othar cowunication required or p-zd.tnd to >e
given to either party under this Agrecoent shall be given in
writing and shall bs daliverwd by hand or by registared or |
certified mall, postage prepaid and return receipt roquat.-d.
addressed to each party at thae folloving addresves OT sach cthar
munymmmtuwmiumamuwmuz ;

- 2£ to Client: | Rlo-Zlectre Zystens, Inc. :
) ~ 2o oo Tosso

, Palo Alto, enufmh N:lo)
e Attention: Pndﬂnnt7

.yt

)

ERY SPRT

' If to Contractort ALZA Coxporatiem . U . }
' 950 Puge Mill Road - -‘-«,;;f_..;,{;; :
e P. 0. BoX 109%0 O t
T Palo Alto, California 94303
| Attention: pmxm

h

gt ogev
-

Any notice or communication given in contanity vi.th t.hh
Soction 15 shall be deemad to be effective vhen nc‘iv.ﬂb’tho -

addresses, if deliverwd by hend, and nv- dsys after -Lung,

. “7 ' ;
; T 5
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.caardam vith the lats of the stats of c-ufunh (Y] mud to
}

reaidents of that stats entering into contracts muy to be . ;

parformed in that stata. o ' .;_( : .t’:-}»
17. Seversbility. ‘ »_-.-.u..‘ ‘ I

4 4 ury prevision in this Agreement is deesed to b ot toc:n-
invalid, illegul or unenZervsable in any jurisdiction, (1) such
provision will be dacwad aranded in such jurisdiction to eunton to
applicadle lavs of such jurisdiction so as to be valia lnd :
enforceahla or, if it cannot he so amencied vithout matsrially
altering the intentiocn of the parties, it will ba strickan, (1
tha validity, legality and i orceability of such provision will
not in any way be effected or irpaired tharthrlnnnyoﬂar4:“
jurisdiction and (111) the reraining provisions of this Agreenant
ghall continua in full forca withcut being irpeaired or invalidcoted
in any wey. ”j

18. Awandments. -

No awmendnent, modification or addition herets shall be 5
effective or binding on either party unless set farth in vriti.nq
and exacuted by a duly suthorized reprezentativa ;t both pu'".iu.

19. Wziver. : 55 SR

No waivar of any right under this aqn&m -n-u bl doeud
effective unlese contained in a vriting signed by tbl ptrty charqod
with such wvalver, and no waiver of any breach or hnm to pcrtcn
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'mcmtimmdimsmulmdlnthhwmw
@ ‘,"~mm1mc¢ealy.ndtonmp‘:tottmmmm
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parties. PR
21. Acuiqrment. W
Faither party wsy aseign its rights and obu.gtt.la' w
without the prior written consent of the othar perty, which cmt
may not be urrmasomably withhzid: provided, however, that ’
Contra~tor nay assien such rights and obliyations m t‘.ﬂ any

u
-

s
KT R

P perscn or entity with vhich Contractor is merged o mcxldahd or
which purchares all or sutstantially ali of the asssts of -
Contractor. Contractor rry subcentract all or any m of Ltn

Auties berrurisr to third parties, in its role dascretion;

provided, hovaver, that any such subcontractor shall be beund by

the tarms of this Agresment.

»

22. Fo Pffect cn Cirar Agreements. .~

Yo previsicn of this Agrearynt shall be cmttud 80 as to

negate, Bodify or &ffect in any wvay the provisions ot any otbut
agreecent betwvaen the parties unlecs gpecifically ruferred to. and
sclely tc the extent provided, in any rsuch othar M
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SCREDULE A
ALIA CORPOPATION ,
‘ Invoicing for Iasogrch and Developwent Costs
- ;:,;;;‘«Q Research aid NDevelopweant Costs are oqnnl': :ﬁz

) to the sum 0f Reresrch Tupe==2T Ty
plus Ceneral and Adninistretive Overhead Expenses plus - :.
, Capital Asmet Costs ’ G

*Ragearch Experwas® include all Direct and Indirect Rassarch
Expenzes of product devalop=aent, inclading clinical tigting, with
cost elemants as ovtlined on Exhibit I. Pirect Srpenwes sre Direct
Fecaarch Sslaries srd Supplien acmairet ard cthar Expenacs incurred .
specifically for purposes of careying cut tha Agqreewont. Indirsct -
Resserch Expennas irclude Genersl Fagerrch Mapacea9nt and Supgport - %
Cests of the Produnct Develorsent and Resesrch Organizatiom. A
Indirsct Rasvarch IyTeonses A0S allncatai to gli rrojects and ara -
billsd to Ciieat at a fized rate of 160% of Diract Rasearch Salary

Zxpenns.

SGanarsl and Adreinistrztiva Ovarbesd Expene® includes cost
elemants cutlined on Exhibit II. Tntal Genezal and Administrative
Overbasd is allocate! to tha tvo crarating divisicne of tho |
Contractor: tha Profuct Devalepwort and Rezesrch Division and the
Ciosnercial Oparations Division., 1Iha porticn of Crneral and
AZainistrative Overhesd Expensa vhich iz ullocat#d tn the Product
Davalopmart snd Retecrch Divinion is than alloceted to all projects
and billed to clients at a fixed rate of 8Q%* cf Diroct Ressarch

salsry Lxpense.

' - fcppital Ameat Cogts® are the excunts mded for iqulptnt. =
techrology, or licenses, capitalizeq either as “proparty, Plant and

Equizmant® or "Intanjible Arortizablae Assats®. L

4

- -

.

. - . eh

® Thesa fixed billirg rates vill rot beo chanjed prior to
Jenuary 1. 1990, and if changed on or after January 1, 1990,
such chancss (a) vwill be limited to not mare than ona par .
calendar year, (b) rhall be a paximm of 10t of the rate in
affect at the tims of tha increaza and (c) will be increased
only if Increas~d in othsr recently erecuted or nodified

agresmenta batveen Contractor arnd other third party cliants.
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CEs Exhibit I RS
. Ressarch Expenses B A L
L 'A_l< - . .,iv ’J
’ e ¢ -e® - - 3
T AR S
° . > I A T 1
... pirect Rescarch Expenses | ".;“:£2“6§?.g
ol aas BARSOEE S
.. pirect Ressarch salaries” | Tt
.- project clinical Expenses and Outaide Services . .. . ¢
. Project spocific Supplies R
’rﬂi“ﬁ Traval Expense A P AR

o Niscallaneocus Project es, 1f any : ‘ﬁ;e

. pogmities and Fees to Third Farties, 1f any S
W Research Frpenses : -

" Rasearch Kanagre=ans sl Indiract Sahriu.

Resoarch Supplicn and Faterials . :
Pegcarch Consulting and outsida Services ve
raoilities Erpenres .
Telephone and Corrunicatlions
Ecmipasnt Depre-iation, Ran%, Maintenance andi Services
Regesrch Travel Ixpenses :

Patent and Tralesantk Expensss

miscellanecuce Indircct vasnar=h LXpansas

Exnidit II
canarnl and Aninistrative Overhead Expansas
*

Corporats Fanagarent, ACuinistratize, and Indirect Salaries
Talephone and Ceorrunications .
Egaipaant Depreciation, fent, ¥Ynintenance and Servicas
Board of Directecrs and Corpcrste Consulting ’ L
Annual Audiz and Indspeudent Acccunting e
Ceneral Ccrpcrate lagal Evpentsa .
gharaholder Raperts . :
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MIliti.‘l Zxpenzes . - I ,. . > , .
Interest Expense L L
Niscellaneous General and Adninistrative overhead Expenses - r
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, B Preexisting Rights ; .
' m cartain agreementa dated as of May 2, 198: bttm u.u S
’ Corporation and Ciba-Geigy Limited or one of its atfiliates. g

C'{(

Liceanse¢ Agricsant dated as of Rarch 23, 1951 m n.u

‘ mtion and DMAX Limited, os amendad. e
nmu 2graonvent dated October 16, 1386 bytween n.n
Corporation arl Research Ned.cal, Inc. . s

cﬁnwt Aqraszant and Patant Licmnse Agryesant, each
ar cf zgtubct 1, 1387 between ALZA Cm'potltion ‘and °

CGgtectech Corpore :
e
-«
-
P ;u.’
T = e
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SCIEIXLE B

screrning Candidates

wdule intantionally bas besn left blank.] .

sOEIXLE D
Product Candidatss
~hmtule intentisnally has desn laft bupk_.]

BCHEDUIR € }
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PO et S

& N

ACREY¥ENT made as of the ____ day of OGtober, 1908 by and

.'r::,!_'-;

sq:."v‘.

between ALZA Corpcration, a Delaware corporation ("M') .nd j’ #
Bio=-Eiectro Systans, Inc. ("BESI¥), a Delavare eorparttun -
' RECTTALS! R o
A. As of the dats hersof, ALZA and BE3I have entsred into
a Technology Licenss Agreceent snd a Developrment Contract. "
. Pursvrnt to the Cevelcrrent Contract, BEZSI will ezploy
ALZA to perforn the research ard davalopment vork dsscribed -
tbar-.tn, which I{s anticipated to result in Praductl :
C. Tha partles expect that ALZA will also contuct mrch
and develorTmant vork to develop products for its own socount or
for third pnr(:iu using B73X Techrology, subject to tha taras of |
this Agreerant. S
D. In order to carry cut tha co-mnrcial exploitation of
Products ard in consideration of the egreements doscribed m.:

_ BEZST desires to grant to ALZA an option as sot forth bmi.n ';.

vy

BOW, THERITORE, the parties sgree as followss . ._‘;'f

.1« Dafinitions.

| Yor purposes of thisc Agreedent, the tonovinq tnnl =

mu have the reanings set forth below: S I A «-
, 1.1 °*SEST Technology® shall mean Ptoptictlry l.iqht‘ u

the Pield that are (i) genarated, daveloped, ccneohnd er tirst % .

reduced to practice, as the caes may be, by ALZA omn or hotm :
Jamry 31. 1995 (or such earlier date on vhich the Dun.lcp:-nt




IR
R IR R %

. gleae

 Contract tersinstes), under the Development conuut. 1u) eg o ¢~
‘.equltdbyoronm'lt of BESY mmmmmw ;

[

'_(Lu) are (a) gonerated, divelopsd, cunceivsd or Mu?

. -“'. .
N
€
AL )

3,

%

..pmue. by ALZA during the tarn o2 this Aqrcuumt M u nn -t?vf:’if
‘agresment providing for the development or mmmultian af : }r

A J

i

o
SR R I b aS
s o s

‘Product vith an unrelated third party, (b) are not releted to 8
mpruu:ydmgmdmm or licensed by-uuhthu\lm;
and (¢) which ALZA has or will havs the right to m to lﬂ!.
1.2 *Confidentiz]l Information® rd:all mean ﬂtbﬂut'

ay

limitation, thae originals or copies of all !n7ormation, data,

docusents, inventicna, laboratory notebooks, crawings, . i J
specificctionr, bills of matarials, devizer, wquipzant, pro‘tatyyo'
models and tanjible manifestations rslating to or satodying any
technalocy disclored hareundar except any of ths fotogoing which: %

&

() is tnown to or used by ALZ\ prior to ths tise
of disclcours lrreurdar) - ‘
(b) lawfully isc disclosed to ALZIA b2 l thh'd

party huvtnq the right to digclcss it; or |
(c) either befors or after tha tinme of dl.ocl.omo

Y .. '
4¢.qfv.’qt"1 " RCLUNE T
P

)
.

£0 ALZA becones known to the piblic other than by an mnt_hotu.d

lct or omission of ALZA or itx erployeas or agents. AT

-
&

.2

.!'(’

1.3 "Developnent Ccontract® shall mean the m and

.

Dlvolopam: Agreanment dated as of tho dats hereof m m

t
>
{ -
.4
;
i
S
s ore “""e’, . f
M 7 et .’ - 3’_ *.
1.4 "FDA" phall mean the United States Food ln‘ m’ >
. ~.‘ . - ) .,";).
Idliniatrat:lcn ar any svccessor agency whore appravﬂ. ;‘ :
EEUO B
T T nig
mas R S 14
‘ L ‘? . .#
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e =' | g
. to market pharnaceatical preducts in the NM 4 ’ g
,::f s -"'; : 1.8 ®License w' shall masan an min{?f ?‘;
> wwmmmmxumtmumu_a ‘

' ,\-

: 3" 1.6 "License Option® shall mmmmu
@.’,mx,mmtoam:rmiuaw tounth-m
Technology to devalop, maka, have mrde, U3e O nnthnw

2 " 1.7 *roa® shall Bava A ney drig arplicaticn as “tnat’
tarm is definad in tha Pefaral Food, mmcmmarm

successor arylicntion filed with the FDA rorerting pcnluicn to

01: ' .

.8y

Tdin A Ij",:l " -y&'n‘ Q N *,. ‘m‘%'\'y"u“." . * - ""
. e " RS w .
-
§

Py iasd
.

2 urht a product. |
1.8 “Dreduct® ghall mwan (i) any prohict for uhich a
scresning Evalurtion is perforw:d under ta Drrslopasent Contract, Sed

s
-t

or (1) any product in the Pield nsing or incorporating BESX T
fachnolegy or Licenasad Techrolagy vhich is the subject of i |
ressarch ard/or dvrelopment work by ALIA p:*-omd!craw:d f .: E

; party or for its ovn acocunt ev (iii) any preénct useful in eh- S
" Tield soquired by Al B R
: AU o

V

1.9 "Technology License Agresment® shall ..ln th. . e

!‘
#

. Technology Licenzs Agresment datsd zs of the date twnor butvocn - o
2 C ?1?‘~“!~ 2

“ .‘1 “ 3.10 All cther cspitalized tarms used herein mu tnv-

2

B t!ui.r tocpectivo roanings sat forth in the Mdopnnat contrlct 1

1
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": ‘ 2.1 Crant of License Op:ion. |
o . to the conditiocns of this Agresnment:, BESI hereby gru:u to m . .5 ;
u.e-nu Option with rospoct to each Product. S
2.2 Tive Por Exarcire. ALZA mey exercise t.b- uomo :”
2 o;:timvith respect to each Product, mnrroductbym Z
mu. at any tixs during the pericad beginning upon the
.

ccspletion of tha Scresening Evaluation therefor unier tha
2 Developsert Contrzct (or cowparable sctivity uvndler any mﬂ: :
with a third party or undertaken by ALZA for its owa account) «f i

ending 90 d&rys aftar FDA approvel to market the Product. With

) respsct to cny Profict acgiired by BESI after FDA approval to
market the Froduct has already beon obtained, the Licsnss Option
l.tall De ex=rcisa®ie for $0 Cdays after UISI bes mtiu.u! ALZA in

5 vriunq that the Product has besn soquired, which notics shall "
provida a detalled description of the Froduct and the underlying

technology. Notwithstanding the forejoing, in no event shall the ¥
License Cpticn bs exarcisabla after the earlier of (1) January '
31, 1998 and (L1) the dste that is 0 days after terminatica ot s

PR IPTLIRA N T IR U, S AN RIS T e 0B W RO W v TV T § TR KR EPTINer MR (e anie o Ran 4 aek il ity

@
T e

tha Development Contract. Tia License Option for any Product
automatically will expirs if not exercised within the tonqoi.nq !
2 time pariod. BT=SI proaptly will notify ALIA in vriunq npua tha " f_.

i1
:
8
n
7 |
:
3
;
i

work i3 performsed under the Devalepxint Contract amd tbt rw.lp!:;’;’
2 otmmtomhtcachwch?rm,andmm"'“'”
will nu!:.uy BE3X {n writing vpon the . s.nhtlon of and thl
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Gl U R
worm-wunmmmm un.n ?
% mmzuumwmrorwmmmmug;,
Mlmn ite mrtb-r devalopwent or ea-mrcidl.utm h f‘
m with Section 10.2 of the License Aqro‘-at m. ;{
% * ALZA may again exsrcise its License Option for sudh m&u i
° " sccordance with this Bection 2. \\ ‘é f
- 2.3 Kennap of Exercise. ALZA shall umcho ite {
ume cption by dalivoring to B™SI, within the th- pu'&oc :
o muSPctimz:m,amuaofmm
the Product ss to whick the Licaense Option is exercised. a
License Agreemant for such Fruduct shall be deemed to be S
) effectiva as of tha data of such notice of exarcise without the

necsssity of any sdditional action by the parties. For the
conveniencs of the parties, hovevsr, FESI shzall, upon wacsipt of
M'o potice, forwvard to ALZA tve sxacuted copies of a Licerse )
Agreament dated the effective date; ALZIA shall exscute both -
copies and return ons to EESI as soon as pcoosible. Failure of
sither or both of the parties to executs such umM»
shall not, bousver, affect the affectiveness of the lioonse -
grantad thereby. The parties shall enter into a upnrnh ucnan
M for esch Product as to vhich ALZA elects to miu a

‘k.—.>

um- option. = “}féf{ “; .
} o :‘ ’v

:. No_Conflict.
mx agTees that no license, sale or cther mm

x

 exploitation of any Product has been or shall be made cr ettm‘

- to :ny perscn or entity on any basis that is or viu b‘ ln ‘.f: :
p -
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o wxmvithmsw«mumuw uh-ct
5-auxmmuuu.p.ﬂoaaremmwumz.zm s
‘ M lssxvulaotnm-rintomy-mmmvltlmthm
" party for any research or product sevelopeent in the Fisld,” ‘
' pafore Jancary 31, 1993 or such esrlier aat-muuoﬁ
- after the date on which tha Developrent Contract tsrminates.

o q.-_'M
l"’
s

-
L

g P

. T+ 8« Accevs to Irforration. P
4.1 Irformation Avatlehile. Subjnct tothe - -
rostrictions on Alsalosurs of Tonfidentisl inforvatiom sst forth .

in Secticn € BDrlow, BEST shall pakxa availzdle to ALIA, at all

reaponakrle tisen, all R¥SI Teche \oyY.
6.2 Convultstior. BIST shall consslt with ALIA and

inform it on a continuing basis of davelopments and the curremnt
stats of all PT3I Techrnolegy &l will reviay from time to time
with ALTA the pregress tovarle corpletion of the Products. |
8. Crrioin Pavments, o '
For each Product dascrided ix Jection 1. e(u) ot t.hu - ;
Wt.mmmunechnwmm»m ‘
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_ cantidence all Contidential Informetion: providad, hovever, that
" nothing contained berein shall prevent eithor party from A
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AppendixIII
Tocor 11
Various legally operative instruments are required to be filed with the SEC
prior to the Initial Public Offering (IPO). Inspection of the Exhibit-Index on file with
the SEC discloses that the Tocor Il SWORD is comprised of the following Exhibits:

3.1 -- Certificate of Incorporation of Tocor II.
3.2 -- Form of Restated Certificate of Incorporation of Tocor IL

3.3 - Bylaws of Tocor II.
4.1 - Purchase Option (included in Exhibit 3.2).

4.2 -- Form of Rights Certificate.

4.5 -- Form of Warrant Agreement.

4.6 -- Form of Warrant (included in Exhibit 4.5).

10.1 -- Form of Technology License Agreement.

10.2 -- Form of Research and Development Agreement.

10.3 -- Form of License Option Agreement.

24.2 -- Consent of Arthur Young & Co. re Centocor Financial Statements.
24.3 -- Consent of Arthur Young & Co. re Tocor II Financial Statements.

25.1 -- Power of Attorney (included on the Signature Pages).

s8 SEC Abstracted Filings, Form S-1, Registration Number 33-24909, Tocor I1., Filing Date October

12, 1992.
113
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{¢’ B FIRST: The name of the Company is Tocor II, Inc. (the
*"Company").

SECOND: The original Memorandum of Association of the Company
was filed with the Registrar of International Business
Companies on November 6, 1991.

THIRD: The Memorandum of Association of the Company is amended
and restated to read in its entirety as follows:

1. The name of the Company is Tocor II, Inc. (the
*Company"®). , ,

2. The Registered Office of the Company is Todman
Building, Main Street, P.O. Box 3140, Road Town, Tortola, British
virgin Islands or such other place within the British Virgin
Islands as the Company may from time to time by a resolution of

directors determine.

3. The Registered Agent of the Company is Codan Trust
Company (B.V.I.) Ltd., or such other qualified person in the _
British Virgin Islands as the Company may from time to time by a
resolution of directors determine.

i' ' ) 4. General objectives and powers:

e .
Lo (a) The object of the Company is to engage in any act or
o activity that is not prohibited under any law for the
time being in forcs in the British Virgin Islands.

(b) The Company may not

(1) carry on business with persons resident in the
British virgin Islands;

‘;-':A;. (2) own an,intcreit in real property situate in the
- ' British Virgin Islands, other than a lease
’ referred to in paragraph (5) of subclause (c)?




o
L (3)
(4)
(5)
(6)

(1)

(2)
(3)
°H K (4)
* (5)

2 .
(6)
e (7)

carry on banking or trust business, unless it is
licensed under the Banks and Trust Companies Act,
1990;

carry on business as an insurance or reinsurance
company, insurance agent or insurance broker,
unless i~ is licensed under an enactment 4
authorizing it to carry on that business;

carry on the business of company manugement unless
it is licensed under the Company Management Act,
1990;

carry on the business of providing the registered
office or the registered agent for coupanies
incorporated in the British virgin Islands.

(c) For purposes of paragraph (1) of subclause (b), the
Company shall not be treated as carrying on business
with persons resident in the British virgin Islands it

it makes or maintains deposits with a person
carrying on banking business within the British

Virgin Islands;

it makes or maintains professional contact with
solicitors, barristers, accountants, bookkeepers,
trust companies, administration companies,
investment advisers or other similar persons
carrying on business within the British virgin
Islands;

it prepares or maintoins books and records within
the British Vvirgin Isiands;

it holds, within the British Virgin Islands,
meetings of its director: or members;

it holds a lease of property for use as an office
from which to communicate with members or where
books and records of the (lompany are prepared or
paintained;

it holds shares, debt obligations or other
securities in a company incorporated under the
International Business Companies Act or under the
Companies Act; or

shares, debt obligations or othe. securities in
the Company are owned by any pe:.son resident in
the British Virgin Islands or by any company

#
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incorporated under the International Business
Companies Act or under the Companies Act.

(d) The Company shall have all such powers as are permitted
by law for the time being in force in the British
virgin Islands which are necessary or conducive to the
conduct, promotion or attainment of the object of the
Company.

5. Shares in the Company s:all be issued in the cdrrency
of the United States of America.

6. The authorized capital of the Company is U.S.
$3,000,000.00.

7. The authorized capital is made up of one class of
callable common stock ("Callable Common EStock") divided into
3,000,000 shares of U.S. $1.00 par value with one vote for each

share.

8. (a) Centocor, Inc., a Perinsylvania corporation

("Centocor"), holds an exclusive, irrevocable purchase option
(the "Purchase Option") as described in the Purchase Option
Agreement (the "Purchase Option Agreement") dated as of
, by and among Centocor and the other parties thereto to
purchase all of the then issued and outstanding shares of
Callable Common Stock issued by or on behalf of the Company in
connection with the unit offering by the Company and Centocor,
each unit consisting of one share of Callable Common Stock, one
Series T Warrant to purchase one share of common stock, par value
$.01 per share, of Centocor ("Centocor Common Stock") and one
Callable Warrant to purchase one share of Centocor Common Stock
covered by the Registration Statement on Form S-1/8-3 (the
"Registration Statement") filed with the United States Securities
and Exchange Commission under the Securities Act of 1933, as
amended. The Purchase Option, if exercised, may be exercised
only as to all of th2 then issued and outstanding shares of
Ccallable Common Stock, at any time during the period beginning on
January 1, 1993 and ending on December 31, 1995 (the "Expiration
Date"); provided that if the Regsearch and Development Agreement
(the "Development Agreement") dated as of between

Centocor and the Company is terminated prior to January 1, 1993,

Centocor may exercise the Purchasec Option for a period of thirty
(30) days after such termination.

(b) Upon exercise of the Purchase option, Centocor is
required to make a payment for each share of Callable Common
Stock (the "Purchase Option Exercise Price"), in accordance with
the following schedule:

3 | J1R9
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From January 1, 1993 U.5. $58.00
through December 31, 1993

O

From January 1, 1994 U.S. $76.00
through December 31, 1994 '

./ From January 1, 1995 U.S. $107.00
through December 31, 1995 '
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; provided that if the Development Agreement is terminated prior
to January 1, 1993, Centocor may exercise the Purchase Option for
a period of thirty (30) days after such termination at a Purchase
t Option Exercise Price per share of U.S. $58.00.

ey

(c) The Purchase Option Exercise Price calculated in

accordance with Section 2.2 of the Purchase Option Agreement may
. be paid all in cash, all in shares of Centocor Cowmon Stock, or
‘ in any combination thereof, at Centocor’s discretion. The number
- ’ of shares of Centocor Common Stock to 'be delivered in paymant of
, all or a portion of the Purchase Option Exercise Price will be
! determined by dividing the portion of the Purchase Option
i Exercise Price to be paid in Centocor Common Stock by the average
of the closing prices quoted on the National Association of
Securities Dealers Automated Quotation System ("NASDAQ") National
Market System (or if then traded on a national securities
exchange, the closing prices of Centocor Common Stock on the
principal national securities exchange on which listed, or if
guoted on NASDAQ, the average of the closing bid and asked
; prices) on each of the twenty (20) trading days immediately
0 preceding the Record Date (as hereinafter defined). If Centocor
1N Common Stock is not listed on a national securities exchange or
- quoted on NASDAQ, the number of shares of Centocor Common Stock
to be delivered in payment of all or a portion of the Purchase
option Exercise Price to be paid in shares of Centocor Common
Stock will be the number of shares of Centocor Common Stock that
represents the fair market value eguivalent of the portion of the
Purchase Opticn Exercise Price to be paid in shares of Centocor
Common Stock, determined in good faith by the Board of Directors

of Centocor.

R e N

(d) The Purchase Option shall be exercised on or
g before the Expiration Date by written notice from Centocor to
o each holder of record of Callable Common Stock fixing a record
- date (the "Recora Date") no earlier than ten (10) nor later than
twenty (20) days after the date of such notice a2nd in no event
 ghall such record date te later than the Expiration Date stating
that the Purchase Option is being exercised and setting forth:
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-, (i) the Purchasec Option Exercise Price, deternined in accordance -
toant with Section 2.2 of the Purchase Option Agreement; (ii) the ‘
ST portion, if any, of the Purchase option Exercise Price to be paid
..~ - 4in cash and the portion, if any, of the Purchase Option Exercise

b h Price to be paid in shares of Centocor Common stock (inciuding
A the number thereo?), provided, houever, that at any time prior to
A the Closing Date (as hereinafter cefined), Ccutocor may make .
R payment of the Purchase option Exercise Price all in cash on the
o Closing Date and such action shall not require another notice to

. - be given in accordance with Section 2.4 of the Purchase Option
al Agreement; (iii) a closing date, not less than ten (10) nor more

‘ than forty (40) days after the Record Date (the "Closing Date"),
on which date all of the Callable Common stock will be purchased;
and (iv' any instructions that such holders will require to
obtain such payment. The Purchase Option will be deemed to be
exercised on the Record Date, at which time the decision to
exercise tle Purchase Option will be deemed irrevocable.

(e) oOn oz before the Closing Date, Centocor is
required to deposit the full amount of the Purchase Option
Exercise Price for all of the callable Common Stock with a2 bank
or similar entity (the "payment Agent") which has Leen designated
by Centocor to pay, on Centocor’s behalf, the Purchase Option
) Exercise Price. Cash, if any, and shares of Centocor Common

Stock, if any, deposited with the Payment Acent are to be
delivered in trust for the benefit of the holders of record of
the Callable Common Stock on the Record Date and Centogor shall
. provide the Payrwent Agent with irrevocable instructions to pay,
on or after the Closing Date, the Purchase option Exercise Price
5 for the Callable Comnon Stock to such record holders upon
surrender of their certificates representing shares of the
‘ callable Common Stock. Payment for shares of Callable Common
Stock is required to be mailed to each such record holder at the
address set forth in the Company’s records or at the address
provided by each such record holder or, if no address is set
. ' forth in the Ccmpany’s records for any such record holder or
2 provided by any such record holder, to such record holder at the
. address of the Company, but only upon receipt from each such
record holder of certificates evidencing shares of Callable
Common Stock. Any cash or shares of Centocor Common Stock
deposited with the Payment Agent pursuant to Section 2.5 of the
Purchase Option Agreemant that remains unclaimed for two (2)
years following the Closing Date will be returned to Centocor at

‘ . its request.

. (£) Centocor is obligated to make payment of the
- purchase Option Exercise Price all in cash on ths Closing Date
o . unless both: (1) a registration statement has been declared
5 1 effective under the United States Securities Act of 1933, as
- amendaed, with respect to the shares of Centocor Common Stock, if
any, to be ¢elivered as payment pursuant to the exercise of the

gall




Purchase Option, and (ii) the shares of Centocor Common Stock to
be issued in connuction thercwith have been (a) listed on the
principal national securities exchange on which Centocor Common
Stock is then listed or (b) if Centocor Common Stock is not then
listed on a national securities exchange, listed on the NASDAQ
National Market System if Centocor Common Stock is traded
thereon, cr (c) if Centocor Common Stock is not traded as
provided in either of (a) or (b), qualified for inclusion in the
NASDAQ over the counter systen.

(g) Transfer ox title to all of the Callable Ccmmon
Stock will be deemed to occur automatically on the Closing Date,
subject to the payment by Centocor on the Closing Date of the
amount owing to the record holders of Callable Common Stock as
determined in accordance with Saction 2.2 of the Purchase Option

Agreement, and thereafter the Company shall be entitled to treat
Centocor as the sole holder of all Callable Common Stock,
notwithstanding the failure of any holder of shares of Callable
Common Stock to tender certificates representing such shares to
the Payment Agent. After the Closing Date, the record holders of
Callable Common Stock as determined in accordance with Se~tion
2.2 of the Purchase Option Agreement shall have no rights in
connection. with such Callable Common Stock other than the right
to receive the Purchase Option Exercise Price.

9. Upon the assicnment, sale or other transfer by any
record holder of Callable Common Stock, (i) the Purchase Option
Agreement shall automatically be assigned to, assumed by and
binding upon such record holder’s assignee, purchaser or
transferee and all subsequent assignees, purchasers and
transferees, and (ii) such shares of Callable Common Stock shall
automatically be subject to the Purchase Option and the other
terms and conditions of the Purchase Option Agreement.

10. The Purchase Option Agreement terminates on the earlier
of (i) the Closing Date, (ii) if the Purchase Option is not
exercised, the Expiration Date, (iii) the occurrence of any event
of default (as defined balow), or (iv) thirty (30) days after tiie
termination of the Development Agreement. The events set forth
belov shall constitute "events of default®”: (i) the entering
into by Centocor of any voluntary proceeding in bankruptcy,
reorganization or arrangement for the appointment of a receiver
or trustes to take possession of Centocor’s assets or any other
voluntary proceeding under any law, {ii) an involuntary
proceeding shall be commenced or an involuntary petition shall be
filed in a court of competent jurisdiction seeking (A) reliet in
respect of Centocor or of a substantial part of the property or
assets of Centocor under Title 11 of the United States Code, as
now constituted or hereafter amended, or any other United States
Federal or state bankruptcy, insolvency, receivership or similar
law, (B) the appointment of a receiver, trustee, custodian,

6 . ~172
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sequestrator, conservator or similar official for Centocor or for
a substantial part of the property or assets of Centocor or

(C) the winding-up or liquidation of Centocor; and such
proceeding or petition shall continue undismissed for sixty (60)
days (exclusive of any period during which a stay is in effect)
or an order or dacree approving or ordering any of the foregoing
shall be entered, or (iii) the failure of Centocor to make the
payment described in Section 2.2 of the Purchase Option Agreement
on the Closing Date. Centocor shall promptly notify each holder
of record of Callable Common Stock in writing upon the occurrence
of any event of default.

11. An_ tificates e ‘dencing shares of Callable Common
Stock shall b  ° ilegend in substantially the following form:

nThe shares of Tocor II, Inc. evidenced
hereby are subject to an option, held by
Centocor, Inc. as described in a Purchase
Option Agreement (the "Rurchase Option
Agreement”) dated , 1992 by
and among Centocor, Inc. and the other :
parties thereto, .5 purchase such shares at a
purchase prica determined pursuant to
Section 2.2 of the Purchase Option Agreement,
exercisable by written notice at any time
during the period set forth therein. Copies
of the Purchase Option Agreement are
available at the principal place of business
of Tocor II, Inc. at Todman Building, Main
Street, Road Town, Tortola, British Virgin
Islands, and will be furnished to any
shareholder upon written request without
cost."

12. The Company and its shareholders shall not take, or
permit any other person or entity within its control to take, any
action inconsistent with Centocor’s rights under the Purchase
Option Agreement. The Company shall not enter into any
arrangement, agreement or v.derstanding, either oral or written,
that is inconsistent with the rights of Centocor and the
obligations of the Company hereunder.

~ 13. (a) In any election of directors of the Company, the
holder of the Company’s Class A Note, dated as of __, 1992, in
the principal amount of U.S. $100,000 (the "Class A Note"),
voting as a separate class, shall be entitled to elect that
number of directors which is the maximum number of cdirectors
constituting a minority of the then authorized numbsr of members
of the board of directors of the Company. The right of the
holder of the Class A Note, voting separately as a class, to
elect members of the board of directors of the Company as

+*




aforesaid lhali continue until the Class A Note is satisfied in
full, at wvhich time such right shall terminate.

(b) Upcn any termination of the right of the holder of
the Class A Note as a class to vote for directors pursuant to
this Section 13 of Article THIRD, the term of office of all
directors then in cffice elected by the holder of the Class A
Note voting as a class ("Class A Directors") shall terminate
immediately. If the office of any Class A Director becomes
vacant by reason of death, resignation, retirement,
disqualification, removal from office, or otherwise, the
remaining Class A Directors shall have the sole right to choose a
successor who shall hold office for the unexpired term in respect
of which such vacancy occurred.

(c) After the issuance of shares of Callable Common
stock in connection with the unit offering by the Company and
Centocor pursuant to the Registration Statement, the Company
shall not, without the affirmative vote or consent of the holder
of the Class A Note while the Class A Note is outstanding,

(1) issue any shares of capital stock (ii) alter or change
Sections 8, 9, 10, 11, 12 and 13(a), (b) or (c) of Article THIRD
of this Amended and Restated Memorandum of Association,

(11i1) undertake the voluntary dissolution or liquidation of the
Company, (iv) merge, consolidate or reorganize the Company with
or into any other Company, or (v) sell all or substantially all
of the assets of the Company, (vi) declare or pay dividends, or
(vii) borrow any funds in the aggregate in excess of U.S.
$1,000,000.

(d) Except as set forth in this Section 13 of Article
THIRD, the holder of the Class A Note shall have no special -
voting rights and its consent shall not be required for taking
any corporate actlon.

(e) So long as the Class A Note is outstanding, this
Section 13 of Article THIRD may not ba amended by the
shareholders without such amendment first being approved by the
holder of the Class A Note.

14. If at any time the authorized capital is divided into
different classes or series of shares, the richts attached to any
class or series (unless otherwise provided by the terms of issue
of the shares of that class or saeries) may, whether or not the
Company is being wound up, be varied with the consent in writing
of the holders of not less than three-fourths of the issued
shares of that class or series and of the holders of not less
than three-fourths of the issued shares of any other class or
series of shares which may be affected by such variation.
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15. Rights conferred upon the holders of the shares of any
class issued with preferred or other rights shall not, unless
otherwise expressly provided by the terms of issue of the shares
of that class, be deemed to be varied by the creation or issue of
further shares ranking pari passu therewith.

16. Shares in the Company shall be issued as registered.
shares.

17. The Company may amend its Memorandum of Association and
Articles of Association by a resolution of either the directors
or the members.

18. The meanings of words in this Memorandum of Association
are as defined in the Articles of Association annexed hereto.

FOURTH: The foregoing Amended and Restated Memorandum of
Association of the Company which restates and integrates and also
further amends.the Memorandum of Association of the Company was
duly adopted by the Board of Directors of the Company.

We, the undersigned, being the Directors of the Company
hereby declare and certify that this is our act and deed and the
facts herein stated are true, and accordingly have hereunto set
our hands this 21st day of January, 1992.

Hubert J.P. Schoemaker James E. Wavle, Jr.
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TECHNOLOGY LICENSE AGREEMENT

AGREEMENT made as of the day of ’
1991 between Centocor, Inc., a Pennsylvenia corporation
("Centocor*), and Tocor II, Inc., an International Business
Company incorporated in the British Virgin Islands ("Tocor").

RECITALS:

A. As of the date hzreof, Centocor and Tocor have entered
into the Development Agreement and other agreements.

B. As of the date hereof, Centocor and the other parties
thereto have entered into the Purchase Option Agreement.

C. Centocor is the.owner or licensee of the Licensed
Technology.

D. Tocor proposes to engage Centocor to undertake further
research and development of the Licensed Technology and te
develop products utilizing the Licensed Technology and expects to
develog or acquire and own certain technology in connection :
therewith.

E. Tocor desires to acquire from Centocor a license or
sublicense, as the case may be, for the Licensed Technology, and
Centocor is willing to grant such a license or sublicense to
Tocor.

F. Centocor has rights to certain materials that may be
useful in the Field and is willing to furnish such materials to
Tocor along with a license to use such materials in the Field,
azd Tocor desires to receive such materials and acquire such-
license.

G. Tocor may develop certain inventions, processes and
k?ow-how and acquire certain patent rights useful outside of the
Field.

H. Centocor desires to acquire a license or sublicense, as
the case may be, under said inventions, processes, know-how and
patent rights useful outside of the Field, and Tocor is willing
to grant such license or sublicense to Centocor.

NOW, THEREFORE, in consideration of the foregoing

agreements, wutual covenants expressed herein and for other good
and valuable consideration, the receipt and adequacy of which are

.
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hereby acknowledged, and intending to e legally bound, the
parties agree as follows:

1. Definitions.

1.1 Unless otherwise provided, each capitalized term
used hereln shall have the meaning assigned to it in the Glossary
attached hereto as Schedule I.

1.2 "Centocor Confidential Information®" shall mean,
without limitation, all information, data, documents, inventions,
laboratory notebooks, drawings, specifications, bills of
materials, devices, equipment, prototype models and tangible
manifestations relating to or embodying any Licensed Technology
disclosed to Tocor hereunder, except any of the foregoing which:

(a) lawfully is disclosed to Tocor by a thirad

_party having the right to disclose it to Tocor; or

(b) either before or after the time of disclosure
to Tocor becomes known to the public, other than by an act or
omission of Tocor or its employees or agents.

1.3 "Tocor Confidential Information" shall mean,
without limitation, alil information, data, documents, inventions,
laboratory notebooks, drawings, specifications, bills of
materials, devices, equipment, prototype models and tangible
manifestations relating to or embodying any Licensed Technology
or Developed Technology (except outside the Field) disclosed to
Centocor hereunder, except any of the foregoing which either
before or after the time of disclosure to Centocor hereunder
becomes known to the public, other than by an act or omission of
Centocor or its employees or agents.

2. Licenses Granted and Payment.

2.1 . (a) Centocor hereby
grants to Tocor, on the %“erms and cunditions of this Agreement, a
worldwide, exclusive (even as tn Centocor and its Affiliates),
royalty-free, fully-paid up right and license, in perpetuity, to
the Licensed Technology in order to engage in any and all uses of
the Licensed Technslogy; provided, however, that the foregoing
license grant with respect to any Centocor Proprietary Rights
controlled by Centocor pursuant to any given applicable Field
License Agreement shall be subject to the execution and terms,
which terms shall include the assumption by Tocor of any
obligations, including royalty payments, due by Centocor under
any such Field License Agreement relating to the Licensed
Technology, of a sublicense with respect to such Field License
Agreement as it relates to the Field on mutually acceptable terms
between Centocor and Tocor and the receipt of any consent from
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any third party required under the applicable Field License
Agreement. Except as provided in other agreements between the
parties, Tocor, without the prior written consent of Centucor,
shall not sublicense the Licensed Technology to, or enter intc
other arrangements with respect to the Licensed Technology with,
any third party (other than pursuant to the Development
Agreement) for any purpose before the termination of the Purchase
Option Agreement. During the terwn of this Agreement and
thereafter, Tocor shall maintain in confidence Developed
Technology outside the Field.

(b) Centocor and Tocor agree to use all
reasonable efforts to enter into mutually acceptable sublicanse
agreements with respect to Field License Agreements, if any, as
they relate to the Field; and Centocor further agrees to use all
reasonable efforts to obtain any necessary waivers or consents
required under such Field License Agreements in order to enter
into the sublicense agreements described in this Section 2.1(b).

(¢) Tocor shall promptly reimburse Centocor for
any amounts paid by Centocor as a result of sales by Tocor of
products competitive with products developed by Centocor Partners
11, L.P. ("CPII") and Centocor Partners III, L.P. ("CPIII"),
which sales give rise to Centocor’s obligations to pay such
amounts pursuant to agreements entered into between or amcng
Centocor and CPII, CPIII, CPII’s limited partners and/or CPIII’s
limited partners prior to the date hereof.

2.2 Grant of License to Centocor. Tocor hereby
irrevocably grants to Centocor a worldwide, exclusive (even as to
Tocor and its Affiliates), royalty-free, fully-paid up right and
license (with the right to sublicense), in perpetuity, to engage
1? any and all uses of the Developed Technology outside of the
Field.

2.3 Use of Technology. Except as expressly authorized
by this Agreement or by other prior written consent of Centocor,
until the termination of the Purchase Option Agreement, Tocor
shall not deliver, transmit, provide, assign or otherwise
transfer to any party, and shall not use, any of the Licensed
Technology or Developed Technology or authorize, cause or aid
anyone else to do so, except to (a) Centocor or third parties
performing Research and Development pursuant to Section 2.1(a) of
the Development Agreement and (b) Centocor with respect to the
Developed Technology outside the Field pursuant to this
Agreement. In addition, after a termination of the Development
Agreement pursuant to Section 12.4 thereof, Tocor shall not
deliver, transmit, provide, assign or vtherwise transfer to any
party, and shall not use, any of the Licensed Technology or
Developed Technology (cutside the Field) and, in any event,
during the term of this Agreement and thereafter, Tocor shall
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maintain in confidence Developed Technology outside the Field.
Except as otherwise provided in the Development Agreement, until
the termination of the Purchase Option Agreement, nothing in this
Agreement shall be deemed to give Tocor or any other party any
right or license to use, modify, improve, replicate or reproduce
any of the Licersed Technology or Developed Technology or to
authorize, aid or cause others to do so. 1In addition, after a
termination of the Development Agreement pursuant to Section 12.4
thereof, Tocor shall not use, modify, improve, replicate or
reproduce any of the Licensed Technology or Developed Technology
(outside the Field). :

2.4 Payment. Within two (2) days following the first
purchase and sale of the securaties comprising the Units pursuant
to the Prospectus, Tocor shall make a nonrefundsble pament to
Centocor in the amount of $2,500,000 in consideration of
Centocor’s entering into this Agreement and in recognition of
Centocor’s expertise which it has developed over a period of
years through its research and development expenditures directly
or indirectly related to activities in the Field and otherwise.

The parties understand and agree that no future
performance is required by Centocor during the term of this
Agreement or otherwise in order to earn the fee paid pursuant to
this Section 2.4. :

3. 'Efforts.

(a) Upon execution of this Agreement, Tocor
promptly shall commence use of the Licensed Technology and shall
vse its reasonable efforts to continue Research and Development
in the Field and to develop Products, in each case under and
during the term of the Development Agreement.

(b) In the event of termination of this Agreement
by Centocor pursuant to Section 8(a) hereof, during the orie
hundred twenty (120) day period following such termination, the
parties shall use their reasonable efforts to reach a mutually
acceptable agreement with respect to the development and
commercialization of the Licensed Technology and the Developed

Technology.

‘c mﬁm-

(a) Tocor shall promptly notify Centocor of any
infringement or alleged infringement which is or becomes known to
Tocor of any patent rights included in the Licensed Technology or
of any unauthorized or alleged unauthorized use which is or
becomes known to Tocor of the Licensed Technology by the
manufacture, use or sale by a third party of any product in the
Field. In the event of any such alleged infringement or
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unauthorized use, Centocor shall have the right, but not the
obligation, at its own expense, to take appropriate action to
restrain such alleged infringement or unauthorized use and/or
geek damage for such alleged infringement or unauthorized use; in
such event twenty-five percent (25%) of any amount recovered,
whether by judgment or settlement, after repayment of all
reasonable expenses of Centocor incurred in connection with such
action, shall be paid to Tocor, and seventy-five percent (75%) of
any such net amount shall be paid to or retained by Centocor. 1If
Centucor takes any such action, Tocor shall cooperate fully with
Centocor in its pursuit thereof, at Centocor’s expense, to the
extent reasonably requested by Centocor. If, within six (6)
months after written notice from Tocor, Centocor has not
commenced any action to restrain such alleged infringement or
unauthorized use, and if, at such time, Tocor reasonably believes
that the annualized unit sales volume of such infringing product
equals or exceeds ten percent (10%) of the unit sales volume of
the related Product, Tocor shall have the right, at its cwn
expense, to take such action as it deems appropriate to restrain
such alleged infringement or unauthorized use; twenty-five
percent (25%) of any amount recovered in any such action relating
to infringement or unauthorized use, whether by judgment or
settlement, after repayment of all reasonable expenses of Tocor
incurred in connection with such action, shall be paid to
Centocor, and seventy-five percent (75%) of any such net amount
shall be paid to or retained by Tocor. If Tocor takes any such
action, Centocor shall cooperate fully with Tocor in its pursuit
thereof, at Tocor’s expense, to the extent reasonably requested

by Tocor.

(b) Each party agrees not to settle any action it
ray bring hereunder in a manner that is prejudicial to any patent
owned or licensed by the other party without such other party’s
prior written approval.

S. Representations, Warranties and Covenants of
cent 1 Tocor. .
| 4 (a) Centocor represents and warrants to and
coveaants with Tocor as follows:

(1) Centocor is a corporation duly
organized, validly existing and in good standing under the laws
of the Commonwealth of Pennsylvania with corporate powers
adequate for executing, delivering and performing its obligations

under this Agreement;

(ii) The execution, delivefy and performance
of this Agreement have been duly authorized by all necessary
corporate action on the part of Centocor;
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(iii) This Agreement has been duly executed
and delivered by Centocor and is a legal, valid and binding
obligation of Centocor, enforceable against Centocor in ‘
accordance with its terms;

- (iv) The execution, delivery and performance
of this Agreement do not and will not conflict with or contravene
any provision of the Articles of Incorporation or By-laws of
Centocor or any agreement, document, instrument, indenture or
other obligation of Csntocor, or any applicable law except to the
extent that the violation thereof would not have a material
adverse effect on Centocor or Centocor’s ability to perform its
obligations her~under;

(v) Centocor shall not enter into any
agreement or make any ccmmitment that would contravene any
material provision of, or materially derogate from any of the
rights of Tocor under, this Agreement;

{vi) Upon execution of this Agreement by the
parties hereto and subject to Section 2.1 hereof, Tocor will have
all right, power and authority owned, licensed or otherwise held
by Centocor or its Affiliates immediately before execution of
this Agreement and necessary or materially useful for Tocor to
engage in the Field and to use the Licensed Technology pursuant
to Section 2.1 of this Agreement; and

(vii) Centccor covenants and agrees as
follows with respect to any Field License Agreements for which
sublicense agreements will be entered into in accordance with
Section 2.1(b) hereof:

(A) not to take, suffer or permit any
action or fail to act, if such action or failure to act would
cause Tocor to suffer the loss of all or part of any right under
any Field Licenca Agreement;

(B) to provide Tocor and its permitted
sublicensees and assignees of which Centocor has knowledge with
any notices received by Centocor or any Affiliate of Centocor
under any such Field License Agreement; and

(C) to use ites reasonable efforts to
prevent any Field License Agreement entered into hereafter from
containing any provision that would operate to restrict, qualify
or otherwise limit any right, license or sublicense granted or
contemplated to be granted by Centocor or by any other person to
Tocor pursuant to the terms of this Agieement or the Development
Agreement. .
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(b) Tocor represents and warrants to and
covenarts with Centocor as follows:

(1) Tocor is an International Business
company duly organized, validly existing and in good standing
under the laws of the British Virgin Islands with corporate

: powers adequate for executing, delivering and performing its
- obligations under this Agreement;

(ii) The execution, delivery and performance
of this Agreement have been duly authorized by all necessary
. corporate action on the part of Tocor;

(£iiy ThHis Ayreement Nas beenr duly executed
and delivered by Tocor and is a legal, valid and binding
obligation of Tocor, enforceable against Tocor in 2~cordance with
its ternms;

, (iv) The execution, delivery and performance
of this Agreement do not and will not conflict with or contravene
any provision of the memorandum of association or articles of
association of Tocor or any agreement, document, instrument,
indenture or other obligation of Tocor, or any applicable law
except to the extent that the violation thereof would not have a
material adverse effect on Tocor or Tocor’s ability to perform
its obligations hereunder; and

(v) Tocor shall not enter into any agreement
or make any commitment that would contravene any material
provision of, or materially derogate from any of the rights of
Centocor under, this Agreement.

6. 0 e ' : Re es a etu Mat s

Etc.

() Confidentiality of Centocor Confidential -

Information. Subject to the other provisions of this Agreement,
Tocor shall maintain in confidence all Centocor Confidential

. Information; provided, however, that nothing contained herein
ghall prevent Tocor from disclosing any Centocor Confidantial
Information to the extent that such Centocor Confidential
Information is required to be disclosed (i) in connection with

- the securing of necessary governmental approvals for the
marketing of Products, (ii) for the purpose cf complying with
applicable laws and regulations, or (iii) in connection with any
sublicense to Centocor under this Agreement and the Development
Agreement and provided further that after the termination of the
Purchase Option Agreement, Tocor shall not be obligated to
maintain in confidence the Centocor Confidential Information. 1In
addition, after the termination of the Development Agreement
pursuant to Section 12.4 thereof, Tocor shall maintain in



Y

‘
L ,
it AL an
ot Al i
A Y
o e
S E

;
) L

[

confidence all Centocor Confidential Information. During the
ternm of this Agreament and thereafter, Tocor shall maintain in
confidence Devaloped Technology outside the Field,

| (v) cConfidentinlity of Tocor confidential
Information. Subject to the other provisions of this Agreement,
during the term of this Agreement and thereafter, Centocor shall
maintain in contidence all Tocor Confidential Information;
provided, however, that nothing contained herein shall prevent
Centocor from discleosing any Tocor Confidential Information to
the extent that such Tocor Confidential Information is reguired
to be disclosad for the purpose of complying with applicable laws
and regulations, and provided further that if this Agreement is
terminated by Centocor pursuant to Section 8(a) hereof, Centocor
shall not be obligated to maintain in conf:.dence the Licensed
Technology.

‘ (c) Return of Materijals. Jithin thirty (30) days
after the termination of this Agreement b Centocor pucrsuant to
Section 8(a), Tocor shell deliver to Centc=or or its designee all
Licensed Technology and all Developed Tec'! nolegy outside the
Field but shall retain all Devaloped Tech' >logy in the Field.

7. DRisclaimers.

(a) CENTOCOR DISCLAIMS ANY EXPRESS OR IMPLIED
WARRANTY (i) THAT THE L1CENSED TECHNOLOGY, OR THE USE THEREOF, OR
ANY PRODUCTS INCORPORATING OR MANUFACTURED BY THE USE THEREOF,
WILL BE FREE FROM CLAIMS OF PATENT INFRINGEMENT, INTERFERENCE OR
UNLAWFUL USE OF PROPRIETARY INFORMATION OF ANY THIRD PARTY OR
(11) OF THE ACCURACY, RELIABILITY, TECHNOLOGICAL OR COMMERCIAL
VALUE, COMPREHENSIVENESS OR MERCHANTABILITY OF THE LICENSED
TECHNOLOGY OR ITS SUITABILITY OR FITNESS FOR ANY PURPOSE
WHATSOEVER INCLUDING, WITHOUT LIMITATION, THE DESIGN, V
DEVELOFMENT, MANUFACTURE, USE OR SALE OF PRODUCTS. CENTOCOR
DISCLAIMS ALL OTHER WARRANTIES OF WHATEVER NATURE, EXPRESS OR
IMPLIED OTHER THAN THOSE SET FORTH IN SECTION 5 HEREOF.

(b) TOCOR DISCLAIMS ANY EXPRESS OR IMPLIED
WARRANTY (i) THAT THE DEVELOPED TECHNOLOGY, OR THE USE THEREOF,
OR ANY PRODUCTS INCORFORATING OR MANUFACTURED BY THE USE THEREOF,
WILL BE FREE FROM CLAIMS OF PATENT INFRINGEMENT, INTERFERENCE OR
UNLAWFUL USE OF PROPRIETARY INFORMATION OF ANY THTRD PARTY OR
(11) OF THE ACCURACY, RELIARILITY, TECHNOLOGICAL OR COMMERCIAL
VALUE, COMPREHENSIVENESS OR MERCHANTABILITY OF THE DEVELOPED
TECHNOLOGY OR ITS SUITABILITY OR FITNESS FOR ANY PURPOSE
WHATSCEVER INCLUDING, WITHOUT LIMITATION, THE DESIGN,
DEVELOPMENT, MANUFACTURE, USE OR SALE OF PRODUCTS. TOMOR
DISCLAIMS ALL OTHER WARRANTIES OF WHATEVIR NATURE, EXPRESS OR
IMPLIED OTHER THAN THOSE SET FORTH IN SECTION 5 HEREOF.



8. Termination and Survival.

(a) Centocor m: terminate this Agreement,
without prejudice to any rights that Centocor may have hereunder
or otherwisa, effsctive upon the giving of written notice of such
termination to Tocor in the event:

(1) Centocor terminatas the Developnent
Agreement pursuant to Section 12.4 thereof;

(11) Tocor breaches any of its material
obligations hereunder or under the Purchase Option Agreement and
such breach continues for a period of sixty (60) days after
written notice thereof by the other party;

(1i1) Tocor enters into any voluntary
proceedings in bankruptcy, reorganization or arrangement for the
appointment of a receiver or trustee to take possession of
Tocor's asseta or any other voluntary proceeding under any law
for the relief of creditors or makes an assignment for the
benefit of creditors; or

(iv) an involuntary proceeding shall be
commenced or an involuntary petition shall ba filed in a court of
competent jurisdiction seeking (A) relief in respect of Tocor, or
of a substantial part of the property or assets of Tocor, under
Title 11 of the United States Code, as now constituted or
hereafter amended, or any other Federal or state bankruptcy,
insolvency, receivership or similar law, (B) the appoiniment of a
receiver, trustee, custcdian, sequestrator, conservavar or
similar official for Tocor or for a substantial part of the
property or assats of Tocor or (C) the winding-up or liquidation
of Tocor; and such proceeding or petition shall continue
undismissed for sixty (60) days (exclusive of any period during
which a stay is in effect) or an order or decree approving or
ordering any of the foregoing shall be entered.

(b) In the event that Centocor terminates this
Agreement pursuant to Section 8(a) hereof, then the license
granted under Section 2.1(a) hereof shall terminate, but the
license granted under Section 2.2 hereof shal? not terminate.

(c) Other than due to a termination in accordance
with Section 8(a) hereof, this Agreement and the licenses granted
hegeunder shall not terminate and shall remain in full force and
effect.

(d) Except as othaerwise provided therein,
section 6 shall not terminate upon the termination of this
Agreement and shall survive for an indefinite period of time
thereafter.
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9. gCounterparte.

This Agresment may be executed in any number of
counterparts, aach of which when so executed shall be deemed to
be an original and all of which when taken together shall
constitute this Agreenment.

10. M'

Any notice or other communication regquired or permitted
to be given by eitiier party under this Agreement shall be given
in writing and shall be delivered by hand or by registerad or
certified mail, postage prepaid and return raceipt requested,
addressed to each party at the following addresses or such other
addr:ss as may be designated by notice pursuant to this
Saction 10:

If to Tocor: Tocor II, Inc.
Tcdman Building
Main Strest
Road Town, Tortola
British Virgin Islands
Attention: BSecretary

If to Centocor: Centocor, Inc.
: 200 Great Valley Parkway
Malvern, Pennsylvania 19355
Attention: Secreatary

Any notice or communication given in conformity with
thie Section 10 shall be deemed to be effective when received by
the addressee, if delivered by hand, or five (5) days 8°ter
mailing, if mailed.

11. Guyerning lLaw.

This Agreemant shall be governed by and construed in
accordance with the laws of the Commonwealth of Pennsylvania.

12. Severability.

If any provision of this Agreement js deemed to be or
bacomes invalid, illegal or unenforceable in any jurisdiction,
(a) such provision shall be deemed amended in such jurisdiction
to conform to applicable laws of such jurisdiction so as to be
valid and enforceaxle or, if it cannot be ro amonded without
materially altering the intention of tha parties, it will be
stricken, (b) the validity, legality and erforceability of such
provision will not in any way b2 affected or impaired thereby in
any other jurisdiction, and (¢) the remaining provisions of this

A
&
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Agreement shall continue in full force without being impaired or
invalidated in any way.

i3.

No amendment, nodification or addition hereto shall be
effective or binding on either party unless set forth in writing
and executed by a duly authorized representative of both parties.

Tocor may not, prior to the termination of the Purchase
Option, and Centocor may not, during the term of this Agreement,
assign any of its rights or delegate any of its obligations, in
whole or in part, without the prior written consent of the other,
except that Centocor may, without the prior written consent of
Tocor, assign its rights and delegate its obligations haraeaundar,
by operation of law or otherwise, (a) to any person or entity to
which Centocor has assigned, sold, leased, transferred or
otherwise disposed of all or substantially all of the assets of
Centocor, (b) to any successor corporation resulting from any
marger or consolidation of Centocor with or into another
corporation or (¢) to any wholly-owned subsidiary of Centocor;

' » Dowever, that with respect to Sectiocns 13(a) and 13(b),
Centocor will not, without such consent, merge or consolidate
wvith any person or entity or sell, laease, transfer or otherwise
dispose of all or substantially all of its assets to any person
or entity, unless (i) the person or entity formed by or surviving
such consclidation or merger or to which Centocor effects such
sale, lease, transfer or other disposition shall be a solvent
corporation organized and existing under the laws of the United
States of Arxerica or a State thereof; and (ii) such successor or

transfaree corporation shall have immediately after such merger,

consolidation, sale, lease, transfer or other disposition, a
tangible net worth (determined in accordance with generally
accepted accounting principles then in effect) at least equal to
the tangible net worth (as so determined) of Centocor immediately
prior thereto; and provided, further, that in the event of any
assignment or delegation under Section 13(c), this Agreement
shall remain binding upon Centocor. 1If ne vritten consent of
Tocor is required pursuant to this Section, Centocor shall
provide written notice to Tocor of any such assignment or
delegation not later than ten (10) days before such assignment or
delegation satting forth the identity and address of thes assignee
and summarizing the terms of the assignment or delegation.
Subject to the foregoing, this Agreenent shall be binding upon
the successors and assigns of the parties.

14. Relationship of the Parties.

» \..'

Nothing contained in this Agreement is intended or is

to be construed to constitute Tocor and Centocor as partners or
Joint venturers or Centocor as an employes of Tocor. Nelither
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garty hareto shall have any express or implied right or authority
o assume or create any obligations on behalf of or in the name
of the cthar party or to negotiate or conclude any contract,
agrae:ent or undertaking with any third party on bshalf of the
other purty.

15. Nalver.

No waiver of any right under this Agreement shall be
deered effective unless contained in a writing signed by the
party charged with such waivsr, and no waiver of any right
arising from breach or failure to perform shall be deemed to be a
waiver of any future breach or failurs to perforr or of any other
right arising under this Agreenent.

16. Entire Agreement.

This Agreement sets forth and constitutes the entire
agrecment among the parties hereto with respact to the subject
matter heraeof, and supersedes any and all prior agresenments,
unders:andings, promises and representations made by either party
+0 the other concerning the subject matter hereof and the terms
applicable hereto.

17. Headings.

The saction haeadings contained in this Agreement are
included for convenience enly and form no part of the agreement
between tha parties.

18. Nq Effect on Other Agreements.

No provision of this Agreement shall be construed so as
o negats, modify or affect in any way the provisions of any
other agreements between the parties unless specifically referred
to, and to the axtent npecifically provided, in any such other
agreement,
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IN WITNESS WHEREOF, the parties have executed this
Agreement as of the date first above written.

TOCOR II, Inc.

> By

Name:
Title:

CENTOCOR, Inc.

By

Name:
Title:
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GLOSSARY

waffiliate” shall mean a corporation or any other
entity that directly, or indirectly through one or more
) intermediaries, controls, is controlled by, or is under common
- control with, the designated party.

"Centocor" shall mean Centocor, Inc., a Pennsylvania
corporation.

"Centocor Common Stock"™ shall mean the common stock,
$.01 par value per share, of Centocor or such security that
Centocor shareholders receive in connection with any

. consolidation, merger or sale of all or substantially all of the

' assets of Centocor or, if no such securities were received, the

common stock of the person surviving any consolidation of

. ‘Centocor with or merger of Centocor with or into any other person

=3 ' or any sale, lease or other transfer of all or substuntially all
of the assets of Centocor to any other person (including any
individual, partnership, joint venture, corporation, trust or
group thereof).

w"centocor's Costs™ shall mean Centocor's direct and
indirect expenses incurred pursuant to Section 2 of the Services
Agreement, determined using Centocor's internal financial and
accounting systems; provided that Centocor's Costs shall not
include any costs which are paid or payabla to Centocor pursuant
to the Development Agreement.

wcentocor Proprietary Rights"™ shall mean Proprietary
Rights to the extent now or during the term of the Development
Agreement owned or controlled by Centocor, other than the
Developed Technology, and which Centocor has or will, during such
term, have the right to license or suklicense.

o) "Development Agreement™ shall mean the Research and
. Development Agreement dated as of ¢ 1992 between Tocor 1I
) and Centocor, zs amended or modified from fime to time.

"Development Costa™ shall mean Centocor's costs in
- conducting Research and Development determined by using
5 Centocor's internal financial and accounting systems, plus a
management fee equal to ten percent (10%) of the total amount of
such costs. Allocation of all indirect costs, including general
and administrative costs, will be made by Cantocer on a
reasonable basis and will be calculated as descriked in Schedule
A to the Develozment Agreement. Development Costs shall not
include any costs which are paid or payable to Centocor pursuant
to the Services Agreement.
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wDeveloped Technology" shall mean Proprietary Rights
that (a) are generated, developed, conceived or first reduced to
practice, as the case may be, by Centocor under the Development
Agreement or (b) are acquired by or on behal? of Tocor from
persons other than Centocor during the term of the Development
Agreement.

"Field" shall mean Products for the treatment of any
human disease and, if not otherwise excluded, shall specifically
exclude the use of Monoclonal Antibodies aid Monoclonal Antibody
Technology.

"Field License Agreements™ shall mean collectively any
license or licenses or rights therein now owned or hereafter
acquired by Centocor, or any Affiliate of Centocor, that is
necessary or useful to engage in the Field.

"FDA" shall mean the United States Food and Drug
Administration or any successor agency whose approval is
necessary to market pharmaceutical products in the United States.

"Force Majeure™ shall mean any occurrence that prevents
or substantially interferes with the performance by a party of
any of its obligations hereunder, if such occurs by reason of any
act of God, flood, fire, explosion, breakdown of plant, strike,
lockout, labor dispute, casualty or accident, or war, revolution,
civil commotion, acts of public enemies, blockage or embargo, or
any injunction, law, order, proclamation, regulation, ordinance,
demand or requirement of any government or of any subdivision,
authority or representative of any such government (other than
action pursuant to 35 U.S.C. § 203), inability to procure or use
materials, labor, equipment, transportation, or energy sufficient
to meet manufacturing needs without the necessity of allocation,
or any other cause whatsoever, whether similar or dissimilar to
those above enumerated, beyond the reasonable control of such
party, if and only if the party affected shall have used
reasonable efforts to avoid such occurrence and to remedy it
promptly if it shall have occurred.

"ILicensed Technology® shall mean Centocor Proprietary
Rights which are necessary or useful for the research and
development, manufacture or sale of products in the Field and, if
not otherwise excluded, shall specifically exclude Monoclonal

Antibody Technology.

wMonoclonal Antibodies” shall mean an antibody of any
animal species (inciuding, but not limited to, murine and human)
homogeneous as to antigen binding specificity, however so
produced, including, but not limited to, antibody fragments
greater than 100 amino acids and antibody chimeras.
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"Monoclonal Antibody Technology" shall mean Monoclonal
Antibodies and all Proprietary Rights related specifically
thereto, including without limitation all related cell lines and
shall include without limitation all Proprietary Rights related
to Centocor's manufacture, use or sale of its Monoclonal Antibody
based products including, but not limited to, all Centocor in-
vitro diagnostic products, and Centouin, CentoRx, Centamo,
Centara, Myoscint, Fibriscint, Capiscint and CenTNF.

"NASDAQ" shall raan the National Association of
Securities Dealers Automated Quotation Systenm.

"products” shall mean all pharmaceutical products based
on Small Molecules in the Field developed by Centocor and its
Affiliates utilizing, based upon or arising out of, the Licensed
Technology and/or Developed Technology in the Fleld.

"pProprietary Rights" shall mean technical information,
whether tangible or intangible, including all data, inventions,
information, pre-clinical and clinical results, techniques,
discoveries, inventions, ideas, processes, know how and trade
secrets, and any physical, chemical or biological material, and
patents or patent applications for any of the foregoing, owned or
licensed to a party and which such party has the right to license
or sublicense.

worospectys™ shall mean the Prospectus (as amended and
supplementad) contained in the Registration Statement.

upyrchase Option" shall mean the option granted to
Centocor t¢ purchase Tocor 1I Common Stock pursuant to Section
2.1 of the Purchase Option Agreement.

wpyrchase Option Agreement" shall mean the Purchase
Option Agrecment dated as of , 1992 among Centocor and the
Underw: iters, as amended or vodified from time to time.

m3agietration Statement™ shall mean the Registration
Statement on Form S-1/S-3, Registration No. 33-44072, of Tocor II
and Centocor, covering a proposed offering of Units.

npesearch and Development® shall mean the research,
development and experimentation activities related to the Field.

w"Services Agreement” shall mean the Services Agreement
dated as of , 1992 between Centocor B.V. and Tocor II, as
amended or modlified from time to time., .
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wsmall Molecules" shall mean peptides, specifically
.xgluding Monoclonal Antibodies, which are less than 100 amino
acids. '

n » ghall mean the

Technology License Agreement dated as of : 1992
between Centocor and Tocor II, as amended or modified from time

to tinme.

"Tocor II" shall mean Tocor II, Inc., an International
Business Company organized under the laws of the British Virgin

Islands.

*Toc ‘ " ghall mean the r:allable commo.
stock, $1.00 par value per share, of Tocor.

; "Tocor II Technology® shall mean Proprietary Rights
related to the Field, to the extent owned, licensed or controlled
by Tocor. :

»Underwriters® shall mean the several underwriters

narsd in SChedula'I to the Underwriting Agreement, dated
January , 1992 among Centocor, Tocor II and such several

undervriters.

w"nits" shall mean units, each consisting of one share
of Tocor Common Stock, one Series T warrant to purchase one share
of Centocor Common Stock and one callable warrant to purchase one

share of Centocor Common Stock.
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A3122.A(BF)
12/31/91

RESEARCH AND DEVELOPMENT AGREEMENT

AGREEMENT made as of the day of _ s 1991,
between Centocor Inc., a Pennsylvania corporation ("Centocor"),
and Tocor II, Inc., an International Business Company
incorpoiated in the British Virgin Islands ("Tocor").

RECITALS:

A. As of the date hereof, Centocor and Tocor have entered
into the Technology l.icense Agreement, among other agreements.

B. As of the date hereof, Centocor and the other parties
thereto have entered into the Purchase Option Agreement.

C. Tocor is in the business of developing and
commercializing products in the Field utilizing the Licensed
Technology.

D. Centocor, directly or through its Affiliates, is
engaged in, inter alia, the business of research and development
of human health care products.

E. Tocor desires to have Centocor perform, on bekalf of
Tocor, certain research and development activities.

NOW, THEREFORE, in consideration of the foregoing
agreements, mutual covenants expressed herein and for other good
and valuable consideration, the receipt and adequacy of which are
hereby acknowledged, and intending to be legally bound, the
partias agree as follows:

1. Definitions.

1.1 Unless otherwise provided, each capitalized term
used herein shall have the meaning assigned to it in the Glossary
attached hereto as Schedule I.

1.2 "Centocor Coifidential Information™ shall mean,
without limitation, all information, data, documents, inventions,
laboratory notebooks, drawings, specifications, bills of
materials, devices, equipment, prototype models and tangible
manifestations relating to or embodying any Licensed Technology
or Developed Technology disclosed to Tosor hereunder, except any
of the foregoing which:
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(a) lawfully is disclosed to Tocor by a third
party having the right to disclose it to Tocor; or :

(b) either before or after the time of disclosure
to Tocor becomes kriown to the public, other than by an act or
omission of Tocor or its employees or agents.

1.3 "Tocor Confidential Information" shall mean,
without limitation, all information, data, documents, inventions,
laboratory notebooks, drawings, specificationa, bills of
materials, devices, equipment, prototype models and tangible
manifestations relating to or embodying any Licensed Technology
or Developed Tecrnology (except Developed Technology outside the
Field) disclosed to Centocor hereunder, except any of the
foregoing which:

(a) lawfully is disclosed to Centocor by a third
party having the right to disclose it to Centocor (other than
pursuant to a Field License Agreement); or

. (b) either before or after the time of disclosure
to Centocor becomes known to the public, other than by an act or-
omission of Centocor or its employees or agents.

2. Research and Development.
2.1 mmuﬂﬂmm;

(a) (i) Tocor hereby engages Centocor to perform
(itself or through its Affiliates, agents or subcontractors
selected by Centocor, subject to Sectinn 2.1(a) (ii) hereof) all
of Tocor’s research, developrent and experimentation activities,
including but not limited to, Research and Development.

(1i) Tocor and Centocor acknowledge and agree
that Centocor, in performing Research and Development, may,
without the prior consent of Tocor, contract or otherwise
collabarate with third parties, including but not limited to,
Affiliates of Centocor and any research institutions perforrming
Research and Development; provided that expenditures for Research
and Development actually paid or payable by Centocor to any one
third party, other than Affiliates of Centocor, shall not,
without the prior written consent of Tocor, exceed in the
aggregate $1,°00,C00.

(b) wWithin sixty (60) days from the date hereof
for the calendar year -period ending on December 31, 1992 and
prior to December 1, 1992 and December 1 of each year thereafter
during the term uf this Agreement for the calendar year period
following each such date, Centocor shall provide Tocor with a
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workplan and budget which shall set forth, in reasonable detail,
the activities to be conducted by Centocor on behalf of Tocor
pursuant to this Agreement for such period. The Board of
Directors of Tocor, within thirty (30) days following the receipt
of such workplan and budget, shall determine whether Tocor shall
approve such workplian and budget. If not so approved, Centocor
‘and Tocor shall promptly negotiate mutually acceptable
modifications thereto. Centocor shall use its reasonable efforts
to perform or cause to be performed the activities described
therein (as so modified, if applicakle) pursuant to the budget
set forth therein. Notwithstanding the foregoing, expenditures
made on behalf of Tocor by Centocor pursuant to this Agreement
for which Centocor is to be reimbursed pursuant to Section 4
hereof, in each calendar year period, shall not exceed 115% of
the amount allocated in accordance with such workplan and budget
for such in the then current budget for Research and Development
provided hereunder to Tocor by Centocor, urless otherwise
approved by Tocor. ' ’

Prior to December 1, 1992 and December 1 of each
year thereafter during the term of this Agreement, Centocor shall
report to the Board of Directors of Tocor with respesct to the
progress of the Research and Development during the preceding
twvelve months.

(c) If at any time Tocor determines, in its
reasonable judgment, that Research and Development should be
discontinued with respect to the developrent of all Products
because the continuance thereof is infeasible or uneconomic
(whether or not such determination is based on a report prepared
in accordance with Section 2.1(b) hereof), then Tocor and
Centocor shall use their best efforts to agree on further
research and development on which amounts remaining to be paid by
Tocor to Centocor pursuant to Section 4.1 hereof shall be spent.

2.2 Reasonable Efforts.

(a) Centocor shall use its reasonable efforts to
conduct Research and Development on behalf of Tocor in accordance
with the work plans referred to in Section 2.1(b) during the
term of this Agreement and, further, shall promptly notify Tocor
in writing if Centocor ceases to use such efforts hereunder.

{b} Centocor does not guarantee that Research and
Development will be successful in whole or in part. To the
extent that Centocor has used its reasonable efforts hereunder
pursuant to Section 2.2{a) hereof, the failure cf Centocor to
develop successfully any Product will nout constitute a breach by
Centocor in the performance of its obligations under this
Agreement.
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2.3 Centocor Funding ani Undertakings.

(a) Centocor may, at its option, fund Researc
and Devalopment hereunder at its own expense. :

(b) Except as otherwise provided for herein,
Centocor shall not initiate any research and development in the
Field during the term of this Agreemeat and for a perioed of two
(2) years thereafter; provided ihat if Centocor terminates this
Agreemsnt pursuant to Section 12.4 herszof, then this Section
2.3(b) shall not survive the date of such termination and
Centocor may initiate any rasearch and development in the Field.

(c) Tocer shall not initiate any research and
development or undertake, or cause any other parties to
undertake; any activities relating to Monoclonal Antibodies
and/or Monoclonal Antibodv Technology during the term of this
Agreement and for a period of (2) years thereafter.

3. Resesrch and Davelopment: Services; Budgets.
3.1 Engagement ¢ . Tocor hereby engages

Cantocor to perform Research and Davelopment in accordance with
this Agreemaent and to undertake such other activities 3s the
parties may agree. Tocor shall not enter into any arrangement
with anv third party for any research or development during the
term of this Agreement, other than pursuant to this Agreement.
Centocor shall use its reasonabla efforts to attempt to obtain,
cn behalf of and at the expense of Tocor to the extent that such
patent or technology license has application within the Field,
any patent or technology license from any third party that
Centocor resascnably determines to be necessary or usaful to
enable Centocor to conduct Research and Develoupment under this
Agreenmant. .

3.2 Priorities. The parties recognize that
tochnological and zommercial uncertainties make it extremely
difficult to predict the relative priorities that should be
asrignad to Research and Developrent. PFror this reason, Cantocor
srall have sole discration, subject to Ssction 2 hereof, to
deternine from time to time the allocation of resources of
Centocor (facilities, equipment and personnel) that are available
to Tocor for Research and Development.

3.3 Non-Ixplovment. Tocor hereby covenants and agrees
that Tocor shall not, for a period of cne (1) year after the
termination or expiration oy this Agreenment, without the prior
writter. consent of Centocor, solicit the employment of or employ
any persor. who shall have been an employee of Centocor during the
tvelve months immediately preceding such termination or
expiration.
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4. Pavment for Services: Timing of Payments.

4.1 Paymenty. In consideration of the work to be
carried out by Centocor hereunder, Tocor shall reimburse Centocor
for all uf its Development Costs invoiced to Tocor during the
term of this Agreemont, provided that such Development Costs
shall not exceed the sum (such sum, the "Available Funds") of
(1) the net procecds to Tocor from the sale of the Units, plus
(11) interest on otlier income earned through temporary investment
of tha amounts described in clause (i) pending their expenditure,
less (a) all general and administrat!ve expenses of Tocor,
including but not limited to those 7’1 pursuant to the Services
Agreement, (b) any amounts p=id t> Cenuucor under the Technology
License Agreement, (c) $1,000,200 to be retained by Tocor as
working capital and (d) any costs and expenses incurred by Tocor
in the Jefense or settlement of any action or claim or in respect

‘of a judgment thereon. The Avajilable Funds shall be retained by

Tocor i1: an account separate from all accounts containing any
other funds, to the extent reasovnably possible. 7

4.2 Timing of Payments. Subject to Section 4.1
hereof, Tocor shull pay to Centocor monthly, in advance, all
estimated Developmerit Costs to be incurred during the following
calendar month, within ten (10) days after Centocor’s invoice
therefor. Within thirty (30) days after the end of each calendar
quarter beginning with the calendar quarter ending March 31,
1992, Centocor shall deliver a statement to Tocor for the
Development Costs actually lncurred in such calendar quarter and
Tocor shall pay to Centocor any additional Development Costs not
included in Centocor’s monthly invoices. 1If the amount reflected
in the quarterly statement is less than the Development Costs
paid by Tocor to Centocor in such calendar quarter, Centocor
shall apply such excess against the Development Costs invoiced
for the next month or, if none, shall promptly refund such amount

to Tocor.

4.3 Sufficiency cof Fynds. Neither Tocor nor Centocer

makes any warranty, express or implied, that amounts to be paid
to Centocor pursuant. to Sections 4.1 and 4.2 hereof will be
sufficient to complete development of or commercialize any
Products.

S. Report and Records.

5.1 Quarterly Reporis. Within thirty (30) days after
the end of each calendar quarter beginning with the calendar
quarter ending March 31, 1992, Centocor shall provide to Tocor a
reasonably detajled report setting forth (a) the tctal
Development Costs incurred during such quarter; (b) a summary of
the work performed hereunder by Centocor and its employees and
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aganﬁa during such quarter; and (c) any material deve;épngnt-
vith respect to the Licensed Technology and Davaloped Technology
during such quarter. ‘

5.2 Racords. Centocor shall keep and maintain, in
accordance with generally accepted accounting principles, proper
and complate records and books of account documenting all
Development Costs. At Tocor's request and sxpense, Centocor
shall permit an independent %ublic accountant selected by Tocor
to have access, once in each calendar year during regular
business hours and upon reasonable notice to Centocor, to such
records and books for the sole purpose of determining the \
correctness of Development Costs invoiced hereunder. The right
of access shall terminate three yesars after termination of this
Agreement.

6. License of Tuchn2logy For Develooment.

Tocor hereby grants to Centocor a worldwide, A
royalty-frae sublicense to engage in any and all uses of Licensed
Technology and a worldwide, royalty-free license to engage in any
and all uses of Developed Technology solely for purposaes of
performing its duties hereunder and tha activities contemplated
hereby, including but not limited to, the activities contemplated
in Section 2.1 herect, aexcept as otharwise provided in Section
2.2 of the Technology License Agreement.

7. Patents, Insurance anc! Third Party Claims.

7.1 Patents. Centocor, at Tocor's expensa, shall
cause appropriate United States and foreiyn patent applications
to be prepared and prosecuted with respect to inventions included
in Developed Technology and which Centocor believes to be
patentable and commercially and technically significant, and to
cause such patente *o be maintained, as Tocor shall request in
writing, provided, nowever, that to the extent and with respect
to inventions which have substantial application beycnd Dsveloped
Technology or outside the Field, the allocation between Centocor
and Tocor of the expenses of preparing, prosecuting &nd
maintaining such patents shall be based upon an allocation
negotiated on a case by case basis between Centocor and the Tocor
II Board of Directors. Subject to this Section 7.1, Centocor
shz.ll also usa its reasonable efforts to cause sach of its
employeas and agents to do all such acts and to execute,
acknowledge and dsliver all instruments or writings reasonably
requestad and neceaessary for the perfection of patent rights to
Developed Technology in the Field.

7.2 Iasurance. Centocor uhafl. to the extent
available at commercially reasonable rates, maintain, with
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insurers or underwriters of good repute, such insurance relating
to Resear:h and Development as is customary for comparable .
businesses undertaking research programs of a similar nature to
maintain against such risks and pursuant to such terms (including
deductible limits or self-insured retentions) as are customary
and reasonable for such businesues.

7.3 Third Party Claims. Each party shall promptly

notify the other party of any claim, su.t, action or proceeding
against it, and to the extent known by it, ariaing from Research
and Develcpment conducted by Centocor, its Affiliates, agents or
subcontractors under this Agreement. Centccor shall have the
right to assume the sole control of the defense, on behalf of the
parties, of any such claim, suit, action or prcceeding, but shall
consult with Tocor with respect to such defense. Centocor shall
pay any damages and costs finally awvarded in connection with, and
any amounts paid in settlement of, any such claim, suit, action
or proceeding, provided, however, that Centocor shall only be
liable hereunder for such expenses, damages, costs and amounts in
connection with any such claims, suits, actions or proceedings
resulting, directly or indirectly, from Research and Development
conducted by Centocor, its Affiliates, agents or subcontractors
under this Agreement, and provided that if zny payments made
hereunder by Centocor do not result from such Resz2arch and
Development, Tocor shall promptly refund to Centocor such
payments. Tocor shall have the right to employ its own counsel
in any such action, but the fees, expenses and other charges of
such counsel will be at the expense of Tocor unless Centocor has
not in fact emplcoyed counsel to assume the defense of such action
within a reasonable time after receiving notice of the
commencement of the action, in ecach of which cases th2 reasonable
fees, disbursements and other charges of counsel will be at the
expense of Centocor. It is understood that Centocor shall not,
in connection with any proceeding or related proceedings in tha
same jurisdiction, be liakle for the reasonable fees,
disbursements and other charges of more than one separate firm
admitted to practice in such jurisdiction at any one time for
Tocor. All such fees, disbursements and other charges will be
reimbursed by Centocor promptly as they are incurred. Tocor
shall not settle any such claim, suit, action or proceeding
without the prior written consent of Centocor.

8.1 jal Information. Subject to the

lother provisicns of this Agreement and the Technology License

Agreement, during the term of this Agreement, Tocor shall
maintain in confidence all Centocor Confidential Information ana
shall not disclose it to any third party (except as provided




Yerein or in any other agreement between the parties); provided,
however, that rnothing contained herein shall prevent Tocor from
disclosing any Centocor Confidential Information to the extent
that such Centocor Confidential Information is required to be
disclosed for the purpose of complying with applicable laws and
regulations, provided further, however, that upon termination of
the Purchase Option Agreement, Tocor shall not be required to
maintain in confidence any Centocor Confidential Information.
Notwithstanding the foregoing, if the Technology License
Agreement is terminated by Centocor pursuant to Section 8(a)
thereof, Tocor shall maintain in confidence all Centocor
Confidential Information (excluding Developed Technology within
the Field), and provided further, in any event, that Tocor shall
for an indefinite period of time maintain in confidence the
Developed Technology outside of the Field.

8.2 Tocor Confidential Information. Subject to the
other provisions of this Agreement and the Technology Licanse
Agreement, during the term of this Agreement and thereafter for
an indefinite period of time, Centocor shall maintain in
confidence all Tocor Confidential Information, shall not disclose
it to any third party (except as otherwise provided herein or in
any other agreement between the parties), and shall use it only
to perform its obligations under this Agreement, unless and to
the extent that such Tocor Confidential Information is required
to be disclosed during the term of this Agreement (i) in
connection with the securing of necessary governmental approvals
for the marketing of Products on behalf of Tocor; (ii) in
connection with any sublicense permitted under this Agreement
provided that such sublicensee enters into confidentiality
agreements similar to those between Centocor and Tocor; cr
(111) in connection with the activities contemplated by Section
.2.1 hereof under confidentiality agreements similar to those
between Centocor and Tocor; provided, however, that nothing
contained herein shall prevent Centocor from disclosing any Tocor
Confidential Information to the extent that such Tocor
Confidential Information is required to be disclosed for the
purpose of complying with applicable laws and regulations, and
provided further that if the Technology License Agreeuent is
terminated by Centocor pursuant to Section 8(a) thereof, Centocor
shall not be oblicated to maintain in confidence the Licensed
Technology after the date of such termination.

8.3 Return of Materials. Within thirty (30) days
after the termination of this Agreement other than a termination
pursuant to Section 12.4(a) hereof, Centocor shall deliver to
Tocor or its designee all Licensed Technology and all Developed
Technology within the Field, but shall retain all Developed
Technology outside of the Field.

»
i
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9. oOwnership and Access to Information.

(a) Property Rights. Subject to the Technology
License Agreement, Tocor shall have the sole and exclusive r.ght,
title and interest to all Developed Technology. Subject to the
Technology License Agreement and any sublicenses granted
thereunder, Centocor shall have sole and exclusive right, title
and interest to all Licensed Technology.

(b) Access. Subject to the terms of this
Agreement, Tocor shall be permitted access to the premises of
Centocor during normal business hours, for the purpose of
monitoring the progress of Centocor’s activities under this
Agreement. Centocor shall provide to Tocor such other
information as Tocor reasonably may request.

10. Representations, Warranties apd Covenants.

10.1
Centocor. Centocor represents, warrants and covenants to Tocor
as follows:

(a) Centocor is a corporation duly organized,
validly existing and in good standing under the laws of the
Commonwealth of Pennsylvania with corporate powers adequate for
executing, delivering and performing its obligations under this
Agreement;

(b) The execution, delivery and performance of
this Agreement have been duly authorized by all necessary
corporate action on the part of Centocor;

(c) This Agreement has been duly executed and
delivered by Centocor and is a legal, valid and binding
obligation of Centocor, enforceable against Centocor in
accordance with its terms;

(d) The execution, delivery and performance of
this Agreement do not and will not conflict with or contravene
any provision of the Articles of Incorporation or By-laws of
Centocor or any agreement, document, instrument, indenture or
other obligation of Centocor, or any arplicable law except to the
extent that the violation thereof would not have a material
adverse effect on Centocor or Centocor’s ability to perZorm its
obligations hereunder; and

(e) Centocor shall not enter into ary agreement
or make any commitment that would contrzvene any material
provision of, or materially derogate from any of the rights of
Tocor under, this Agreement.
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10.2 ‘
Tocor. Tocor represents, warrants and covenants to Centocor as

follows:

(a) Tocor is an International Business Company
duly organized, validly existing and in good standing under the
laws of the British Virgin Islands with corporate powers adequate
for executing, delivering and performing its obligations under
this Agreement;

' (b) The execution, delivery and performance of
this Agreement have been duly authorized by all necessary
corporate action on the part of Tocor;

(c) This Agreement has been duly executed anc¢
delivered by Tocor and is a legal, valid and binding obligat.on

" of Mocor, enforceable against Tocor in accordance with its terms;

(d) The execution, delivery and performance of
this Agreement do not and will not conflict with or contravene
any provision of the charter documents or by-laws of Tocor or any
agreement, document, instrument, indenture or other obligation of
Tocor, or any applicable law except to the extent that the
violation thereof would not have a material adverse effect on
Tocor or Tocor’s ability to perform its obligations hereunder;

and

(e) Tocor shall not enter into any agreement or
make any commitment that would contravene any material provision
of, or materially derogate from any of the rights of Centocor

under, this Agreement.

11. Disclaimers.

CENTOCOR DISCLAIMS ANY EXPRESS OR IMPLIED WARRANTY
(a) THAT DEVELOPED TECHNOLOGY OR LICENSED TECHNOLOGY, OR THE USE
THEREOF, AND PRODUCTS INCORPORATING OR MANUFACTURED BY THE USE
THEREOF, WILL BE FREE FROM CLAIMS OF PATENT INFRINGEMENT,
INTERFERENCE OR UNLAWFUL USE OF PROPRIETARY INFORMATION OF ANY
THIRD PARTY AND (b) OF THE ACCURACY, RELIABILITY, TECHNOLOGICAL
OR COMMERCIAL VALUE, COMPREHENSIVENESS OR MCRCHANTABILITY OF
DEVELOPED TECHNOLOGY AND LICENSED TECHNOLOGY OR THEIR SUITABILITY
OR FITNESS FOR ANY PURPOSE WHATSOEVER, INCLUDING BUT NOT LIMITED
TO THE DESIGN, DEVELOPMENT, MANUFACTURE, USE OR SALE OF PRODUCTS.
CENTOCOR DISCLAIMS ALL OTHER WARRANTIES OF WHATEVER NATURE,

EXPRESS OR IMPLIED. 3
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12. Term, Termination and Survival.

12.1 This Agreement shall continue in full force and
effect unless terminated pursuant to Sections 12.2, 12.3 or 12.4
hereof.

12.2 ] « This Agreement shall
automatically terminate, without prejudice to any rights that the
other party may have ‘reunder or otherwise, upon the termination
of the Purchase Option Agreement or the wechnology License
Agreement.

12.3 Termination by Tocor. Tocor may, in its
discretion, terminate this Agreement, without prejudice to any
rights that Tocor may have hereunder or othervise, in the event
that:

(a) Centocor breaches any material obligation
hereunder, including, but not limited to, the obligatien of
Centocor pursuant to Section 2.2(a) hereof, or under the
Technology License Agrcement and such breach continues for a
period of sixty (60) days after written notice thereof by Tocor
to Centocor;

(b) Centocor enters into any voluntary proceeding
in bankruptcy, reorganization or arrangement for the appointnment
of a receiver or trustee to tzuke possession of Centocor’s assets
or any other voluntary procezding under any law for the relief of
creditors;

(c) an involuntary proceeding shall be commenced
or an involuntary petition shall be filed in a court of competent
jurisdiction seeking (i) relief in respect of Centocor, or of a
substantial part of the property or assets of Centocor, under
Title 11 of the United States Code, as now constituted or
hereafter amended, or any other Federal or state bankruptcy,
insolvency, receivership or similar law, (ii) the appointment of
a receiver, trustee, custodian, sequestrator, conservator or
similar official for Centocor or for a substantial part of the
property or assets of Centocor or (iii) the winding-up or
liquidation of Centocor; and such proceeding or petition shall
continue undismissed for €0 days or an order or decree approving
or ordering any of the foregoing shall be entered; or

(d) following payment of the Available Funds by
Tocor to Centocor hereunder, Centocor fails to fund Research and
Development pursuant to Section 2.3(a). "

12.4 Termination by Centocor. Centocor may, at its
discretion, terminate this Agreement, without prejudjce to any
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rights against Tocor that Centecor may have heraunder or
otherwise, in the event that:

(a) Tocor breaches any material obligation
hereunder, including, but not limited to, the obligation of Tocor
to pay Centocor at least the amount set forth in Section 4.1
hereof, or under the Technology License Agreement and such breach
continues for a period of sixty (60) days after written notice
thereof by Centocor to Tocor;

(b) Tocor enters into any voluntary proceeding in
bankruptcy, reorganization or arrangement for the appointment of
a receiver or trustee to take possession of Tocor's assets or any
othar voluntary proceeding under any law for the relief of
creditors;

(c) an inveluntary proceeding shall be commenced
or an involuntary petition shall be filed in a court of compatent
Jurisdiction seeking (i) relief in respect of Tocor, or of a
substantial part of the proparty or assets of Tocor, under Title
11 of the United States Code, as now constituted or hereafter
amended, or any other Federal or state bankruptcy, insolvency,
recelvership or similar law, (ii) the appointment of a receiver,
trustee, custodian, sequestrator, conservator or similar official
for Tocor or for a sutstantial part of the property or asrets of
Tocor or (iii) the windina-up or liquidation of Tocor; and such
proceeding o1 petition shall continve undismissed for sixty (60)
days (exclusive of any period during which a stay is in effect)
or an order or decree approving or ordering any of the foregoing
shall be entered; or

(d) Tocor fails to pay amounts due to Centocor
from Tocor hereunder for sixty (60) days after written notice
from Centocor that such amounts are overdue.

, () following payment of the Available Funds by
Tocor to Centocor heresunder, Centocor falls to fund Research and
Development pursuant to Section 2.3(a).

12.5 Survival. The last sentence of Section 7.1,
Sections 7.3, 8.1, 8.2, 8.3 and 9(a) hereof shall not terminate
upon the termination of this Agraeemant and shall survive for an
indefinite period of time. Except as otherwise provided therein,
Sactions 2.3(b), 2.3(c) and 5.2 hersof shall rot terminate upon
the termination of this Agreement and shall survive for two (2)
years, two (2) years ani three (3) years, respsctively, after
such termination.

13. [Force Majeure. Each of the parties hereto shall be
excused from partorming such acts required hereunder which are
prevented iy, or whose purpose is frustrated by, Force Majeure.

12




14. xmuunmﬂunsL;mLmuxum;

Nothing contained in this Agreement is intended or is
to be construed to constitute Tocor and Centocor as partners or
joint venturers or Centocor as an employee of Toc~r. Neither
party hereto shall have any express or impliec right or authority
to assume or create any obhligations or peshalf of or in the name
of the other party or to negotiate or c¢onclude z2ny contract,
agreement or undertakirng with any third psrty on behalf of the
other party.

15. Counterparts.

This Agreement may be executed in any nuuber of
counterparts, each of w..ich when so executed shall be deemed to
be an original and all of which when taken togather shall
constitute this Agreereant. '

16. Notices.

Any notice or ccher communication required or permitted
to be given to either party under this Agreeuent shall be given
in writing and shall be delivered by hand or by registered or
certified mail, postags prepaid and return receipt requested,
addresseC to each party at the following addresser or such other
address as may be designated by notice pursuant to this Section
16:

If to Tocor: Tocor II, Inc.

Todman Building

Main Street

Road Town, Tortola
British Virgin Islands
Attention: Secreta-y

if to Cantocor: Centocor, Inc.
200 Great Valley Parkway
Malvern, Penasylvania 19355
Attontion: Secretary

Any notice or communication given in conformity with
this Section 16 shall be deemed to be effective when received by
the addressne, if dalivered by hrnd, and five (5) days aftar
mailing, if mailed.

17. Governing law.

This Agreement shall be governed by and construed in
accordance with the laws of the COmmonyealth ¢l Pennsylvania.

+
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18. Severabilitv.

If any provision in this Agreement is deemed to be or
becomes invalid, illegal or unenforceable in any jurisdiction,
(a) such provision will be deemed amended in such jurisdiction to
conform to arplicable laws of such jurisdiction so as to be valid
and enforceable or, if it cannot be so amended without materially
altering the intention of the parties, it will be stricken,

(b) the validity, legality and enforceability of such provision
will not in any way be affected or impaired thereby in any other
jurisdiction and (c) the remaining proviaions of this Agreement
shall continue in full force without being impaired or
invalidated in any way.

19. Entire Aareement.

This Agreement sets forth and constitutes the entire
agreement among the parties hereto with respect to the subject
matter hereof, and supersedes any and all prior agreements,
understandings, prorises and representations made by either party
to the other concerning the subject matter hereof and the terms
applicable hereto.

20. Amendments: Binding Effect and Assianment.

No amendment, modification or addition hereto shall be
effective or binding on either party unless aet forth in writing
and executed by a duly authorized representative cf both parties.

Neither this Agreement nor any right or obligation
arising hereunder may be assigned or delegated, in whole or in
part, by either party without the prior written consent of the
other, except that Centocor may, without the prior written
consent of Tocor, assign its rights and delegate its obligations
hereunder, by operation of law or otherwise, (a) to any person or
entity to which Cantocor has assigned, sold, leased, transferred
or otherwise disposed of all or substantially all of the assets
of Centocor, (b) to any successor corporation resulting from any
merger or consolidation of Centocor with or in%o another
corporation or, (c) to any wholly-owned subsidiary of Centocor;

, however, that with respect to Sections 20(a) and 20(b)
hereof, Centocor will not, without such consent, merge or
consolidate with any person or entity or sell, lease, transfer or
otherwise dispose of all or substantialiy all of its assets to
any person or entity, unless (i) the person or entity formed by
or surviving such consolidation or merger or to which Centocor
effects such sale, lease, transfer or cther disposition shall ia
a solvent corporation organized and existing unier the laws of
the United States of America or a State thereof; and (ii) such
successor or transferee corporation shall have immediately after
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such merger, consolidation, sale, leasc, . transfer or other
disposition, a tangible net worth (determined in accordance with
generally accepted accounting principles then in effect) at least
equal to the tangible net worth (as so determined) of Centocor
immediateiy prior thereto; and provided, further, that in the
event of any assignment or delegation under Section 20(c) hereof,
this Agreement shall remain binding upon Centocor. If no written
consent of Tocor is required pursuant to this Section, Centocor
shall provide written notice to Tocor of any such assignment or
delegation not later than ten (10) days before such assignment or
delegation setting forth the identity and address of the assignee
and summarizing the terms of the assignment or delegation.
Subject to the foregoing, this Agreement shall be binding upon
the successors and assigns of the parties.

21. Wajver.

No waiver of any right undetr this Agreement shall be
deemed effective unless contained in a writing signed by the
party charged with such waiver, and no waiver of any right
arising from breach or failure to perform shall be deemed to be a
waiver of any future breach or failure to perform or of any other

right arising under this Agreement.
~ 22. Headings.

Thé section headings contained in this Agreement are
included for convenience only and form no part of the agreement .

between the parties.

23. No Effect on Other Adreements.

No provision of this Agreement shall be construed so as

to negate, modify or affect in any way the provisions of any
othar agreement between the parties unless specifically referred
to, and solely to the extent provided, in any such other

agreement.
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IN WITNESS WHEREOF, the parties have executed this
Agreement on the date first above written.

TOCOR II, INC.

By

Name:
Title:

CENTOCOR, INC.

By
- Nanme:
Title:
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Overhead costs will be allocated to Centocor
: departments on a reasonable and consistent basis using
e appropriate standards such as square foot occupancy or number of
: departmental personnel. These costs will then be included with
the direct costs allocated to Tocor based on departmental
percentage levels of Tocor-related activities.

Administrative costs less any direct charges for
L specific Tocor-related activities by the Administrative
~ Department personnel of Centocor (which will be directly
: allocated to Tocor) will be allocated to Tocor based on the
percentage of Tocor expenses (including overhead costs as
.allocated in the first paragraph hereof) to total Centocor
expenses. ) :
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AS130.A(SF)
01/03/92 Schedule 1

GLOSSARY

waffiliate" shall mean a corporation or any other
entity that directly, or indirectly through one or more
intermediarizs, controls, is controlled by, or is under common
control with, the designated party.

ncentocor” shall mean Centocor, Inc., a Pennsylvania
corporation.

"centocor Common St.ock" shall mean the commcn stock,
$.01 yar value per share, of Centocor or such security that
Centeccor shareholders receive in connection with any
conrolidation, merger or sale of all or substantially all of the
assets of Centocor or, if no such securities were received, the
common stock of the person surviving any consolidation of
Cantocor with or merger of Centocor with or into any other person
or any sale, lease or other transfer of all or substantially all
of the assets of Centocor to any other person (including any
individual, partnership, joint venture, corporation, trust or
group thereof). . : '

) wcentocor's Costs" shall mean Centocor's direct and
indirect expenses incurred pursuant to Section 2 of the Services
Agreement, determined using Centocor's internal financial and
accounting systems; provided that Centocor's Costs shall not
include any costs which are paid or payable to Centocor pursuant
to the Development Agreement.

 wgentocor Proprietary Rights" shall mean Proprietary
Rights to the extent now or during the term of the Development
Agreement owned or controlled by Centocor, other than the
Developed Technology, and which Centocor has or will, during such

term, have the right to license or sublicensa.

wDevelopment Adreement" shall mean the Research and

Development Agreement dated as of , , 1992 between Tocor II
and Centocor, al’amended or modified from time to time.

wpDevelopment Corts® shall mean Centocor's costs in
conducting Research and Development determined by using
Centocor's internal financial and accounting systems, plus a
management fee equal to ten percent (10%) of the total amount of
such costs. Allocatioa of all indirect costs, including general
and administrative costs, will be made by Centocor on a
reasonable basis and will be calculated as described in Schedule
A to tha Develcpment Agreement. Developuent Costs shall not
include any costs which are paid or payable to Centocor pursuant

. to the Services Agreement.
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»Developed Technology"™ shall mean Proprietary Rights
that (a) are generated, developed, conceived or first reduced to
practice, as the case may be, by Centocor under the Development
Agreement or (b) are acquired by or on behalf of Tocor from
persons other than Centocor during the term of the Development
Agreement.

"Pield" shall mean Products for the treatment of any
human disease and, if not otherwise excluded, shall specifically
exclude the use of Monoclonal Antibodies and Monoclonal Antibody
Technology. ?

"F. cense ! " ghall mean collectively any
license or licenses or rights therein row owned or hereafter
acquired by Centocor, or any Affiliate of Centocor, that is
necessary or useful to engage in the Field.

. "FDA" shall mean the United States Food and Druc
Administration or any successor agency whose approval is
necessary to market pharmaceutical products in the United States.

»Force Majeure" shall mean any occurrence tha* prevents
or substantially interferes with the performance by a p.rty of
any of its obligations hereunder, if such occurs by re: son of any
act of God, flood, fire, explosion, breakdown of plant, strike,
lockout, labor dispute, casualty or accident, or war, revolution,
civil commotion, acts of public enemies, blockage or emkargo, or
any injunction, law, order, proclamation, regulation, ordinance,
demand or requirement of any government or of any subdivision,
authority or representative of any such government (other than
action pursuant to 35 U.S.C. § 203), inability to procure or use
materials, labor, equipment, transportation, or energy sufficient
to meet manufacturing neads without the necessity of allocation,
or any other cause whatsocever, whether similar or dissimilar to
those above enumerated, beyond the reasonable control of such
party, if and only if the party affected shall have used
reasonable efforts to avoid such occurrence and to remedy it
promptly if it shall have occurred.

»Licensed Technology™ shall mean Centocor Proprietary
Rights which are necessary or useful for the research and
development, manufacture or sale of products in the Field and, if
not otherwise excluded, shall specifically exclude Monoclonal
Antibody Technology.

"Monoclonal Antibodies™ shall mean an antibody of any
animal species (including, but not limited to, murine and human)
homogeneous as to antigen binding speciticity, however so
produced, including, but not limited to, antibody fragments
greater than 100 amino acids and antibody chimeras.
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»Monoclonal Antibody Technology” shall mean Monoclonal
Antibodies and all Proprietary Rights related specifically
thereto, including without limitation all related cell lines and

" shall include without limitation all Proprietary Rights related

to Centocor's manufacture, use or sale of its Monoclonal Antibody
based producte including, but not limited to, all Centocor in-
vitro diagnostic products, and Centoxin, CentoRx, Centamo,
Centara, Myoscint, Fibriscint, Capiscint and CenTNF. .

"NASDAQ" shall mean the National Association of
Securities Dealers Automated Quotation System.

"products™ shall mean all pharmaceutical products based
on Small Molecules in the Field developed by Centocor and its
Affiliates utilizing, based upon or arising out of, the Licensed
Technclogy and/or Developed Technolegy in the Field.

"proprietary Rights" shall mean technical information,
wvhether tangible or intangible, including all data, inventions,
information, pre-clinical and clinical results, techniques,
discoveries, inventions, ideas, processes, know how and trade
secrets, and any physical, chemical or biological material, and
patents or patent applications for any of the foregoing, owned or
licensed to a party and which such party has the right to license
or sublicense. ,

"prospectus” shall mean the Prospectus (as amended and
supplemented) contained in the Registration Statement.

wpurchase Option" shall mean the option granted to
Centocor to purchase Tocor II Common Stock pursuant to Section

2.1 of the Purchase Option Agreement.

"purchase Option Agreement®™ shall mean the Purchase

Option Agreenént dated as of , 1992 among Centocor and the
Underwriters, as amended or modified from time to time.

®"Reqgistration Statement™ shall mean the Registration
Statement on Form S$-1/5-3, Registration No. 33-44072, of Tocor II
and Centocor, covering a proposed offering of Units.

"Research and Development" shall mean the research,
development and experimentation activities related to the Field.

wservices Agreement” shall mean the Services Agreement
dated as of , 1992 between Centocor B.V. and Tocor 1I, as
amended or modified from time to time. 4 i

¥
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, wsmall Molecules® shall mean peptides, specifically
excluding Monoclonal Antibodies, which are less than 100 amino

acids.
i » ghall mean the

Technology License Agreement
Technology License Agreement dated as of s 1992
between Centocor and Tocor II, as amended or modiflad from time

to time.

: w»Tocor II"™ shall mean Tocor I1I, Inc., an International
Buslness Company organized under the laws of the British virgin

Islands.

"Tog " ghall mean the callable common
stock, $1.00 par value per share, of Tocor.
" » ghall mean Proprietary Rights

Tocor II Technoloay
related to the Field, tc the extent owned, licensed or controlled
by Tocor.

»nderwriters® shall mean the several underwriters

named in Schedule I to the Underwritling Agreemeat, dated
January _ , 1992 among Centocnr, Tocor II and such several

underwriters.
*ynits"” shall mean units, each consisting of one share

of Tocor Common Stock, one Series T warrant to purchase one share

of Centoccr Common Stock and one callable warrant to purchase one
share of' Centocor Common stock.
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12/30/91
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0 SERVICES AGREEMENT

Services Agreement made as of the day of ’
1991 between Centocor B.V., a Dutch corporation ("CBV"), and
. Tocor II, Inc., an International Business Company incorporated in
the British virgin Islands ("Tocor").

- RECITALS:

Tocor desires that CBV provide certain services to
Tocor and CBV desires to provides such services, on the terms set
forth herein.

NOW, THEREFORE, in consideration of the mutual
o covenante expressed herein and for other good and valuable
consideration, the receipt and adequacy of which are hereby
acknowledged, and intending to be legally bound, the parties
agree as follows:

: 1. Definitions. Unless otherwise provided, each
o capitalized term used herein shall have the meaning assigned to
it in the Glossary attached hereto as Schedule I.

2. Services. Tocor hereby engages CBV to supply or

.. arrange to supply Tocor with the services set forth on Schedule A
_ attached hereto. Such services will be provided by CBV at
s T ‘ reasonable times and upon reasonable notice, as mutually agreed.

The list of services set forth on Schedule A may be amended by
mutual agreement of the parties frca time to time.

3. Compensation. Tocor shall pay to CBV one hundred
ten percent (110%) of CBV’s Costs (with the exception of any
5 ' out-of-pocket expenses as to which Tocor shall pay one hundred
percent (100%) of CBV’s Costs; of providing services pursuant to
e Section 2 hereunder, monthly in arrears, within ten (10) days of
: +the date an invoice for such services is received from CBV. In
' . addition, Tocor shall reimburse C8V for one hundred percent
) (100%) of CBV’s out-of-pocket expenses actually incurred in
) * connection with the offering of Units pursuant to the Prospectcus.
The allocation of all indirect costs will be made by CBV on a
reasonable basis and will be calculated as described in
Schedule B attached hereto. In performing the services
hereunder, CBV will use the same degree of skill and care that it

uses in conrection with-its own work. °

g | | 186



4. Term and Termination. This Agreement shall
terminate upon the termination of the Purchase Option Agreement.

5. Subcontractors. Subject to Tocor’s written
consent, which consent shall not be unreasonably withheld, CBV
way subcontract all or any portion of its duties hereunder to
third parties; provided, however, that any such subcontractor
shall be bound by the terms of this Agreement, provided,
further, however, that for those services usually performed for
CBV by third parties, no such consent shall be required, and
provided, further, however, that for services performed for CBV
by its Affiliates, no such consent shall be required.

6. Non-Employment. Tocor shall not, for a period of
one (1) year after the termination or expiration of this

 Agreement, without the prior written consent of CBV, solicit the

employment of or ewploy any person who shall have been an
employee of CBV during the twelve months immediately preceding
such termination or expiration.

7. Indemnification of CBV. Tocor shall, and hereby
agrees to, lndemnify, protect and hold CBV harmless from and
agairst any and all liabilities, costs or expenses incurred by
CBV as a result of services rendered by it under this Agreement,
including lawsuits of and claims by third parties, except for
liabilities, costs or expenses resulting from CBV’s or any of its
employees’ or agents’ negligence or willful misconduct.

8. Force Majeure. Each of the parties hereto shall
be excused from performing such acts required hereunder which are
prevented by, or whose purpose is frustrated by, Force Majeure.

9. Relationship of the Parties. Nothing contained in
this Agreement is intended or is to be construed to constitute
CBV and Tocor as partners or joint venturers or CBV as an
employee of Tocor. Neither party hereto shall have any express
or implied right or authority to assume or create any obligations
on behalf of or in the name of the other party or to bind the
other party to any contract, agreement or undertaking with any
third party.

10. Counterparts. This Agreement may be executed in
any number of counterparts, each of which when so executed shall
be deemed to be an original and all of which when taken together
ghall constitute this Agreement.

11. Notices:. Any notice or other communication
required or permitted to be given to either party under this
Agreement shall be given in writing and shall be delivered by
hand or by registered or certified mail, postage prepaid and
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return receipt requested, addressed to each party at the
following addresses or such other address as may be designated by
notice pursuant to this Section 11:

If to Tocor: Tocor II, Inc.
Todman Building
Maln Street
Road Town, Tortola
British virgin Islands
Attention: Secretary

If to CBV: Centocor B.V.
o P. O. Box 251
2300 AG Leiden
The Netherlands
~ Attention: Secretary

Any notice or communication given in conformity with this
Section 11 shall be deemed to be effective when received by the
addressee, if delivered by hand, and five (5) days after mailing,

if mailed.

12. Governing Law. This Agreement shall be governed
by and construed in accordance with the laws of the Commonwealth
of Pennsylvania.

13. Severability. If any provision in this Agreement
s deemed to be or becomes invalid, illegal or unenforceable in
any jurisdiction, (a) such provision will be deemed amended in
such jurisdiction to conform to applicable laws of such
d4urisdiction so as to be valid and enforceable or, if it cannot
be so smended without materially altering the intention of the
parties, it will be stricken, (b) the validity, legality and
enforceability of such provision will not in any way be affected
or impaired thereby in any other jurisdiction and (c) the
remaining provisici.. of this Agreement shall continue in full
force without bein-: :mpaired or invalidated in any way.

14. Amendments: Binding Effect and Assianment. No
amendment, modification or addition hereto shall be effective or
binding on either party unless set forth in writing and executed
by a duly authorized representative of both parties.

Neither this Agreement nor any right or obligation
hereunder may be assigned or delegated, in whole or in part, by
either party without the prior written consent of the other,
which consent shall not be unreasonably withheld, except that CBV
may, without the prior written consent of Tocor, assign its
rights and delegate its obligations hereunder, by overation of
law or otherwise, (a) to any person or entity to which CBV has
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assigned, sold, leased, transferred or otherwise disposed of all
or substantially all of the assets of CBV, (b) to any successor
corporation resulting from any merger or consolidation of CBV
with or into another corporation or (c) to any wholly-owned
subsidiary of CBV; provided, , that with respect to
Sections 14{a) and 14(b), CBV will not, without such consent,
merge or consolidate with any person or entity or sell, lease,
transfer or otherwise dispose of all or substantially all of its
assets to eny person or entity, unless (i) the person or entity
formed by or surviving such consolidation or merger or to which
CBV effects such sale, lease, transfer or other disposition shall
be a solvent corporation organized and existing under the laws of
the United States of America or a State thereof; and (ii) such
successor or transferee corporation shall have immediately after
such merger, consolidation, sale, lease, transfer or other
disposition, a tangible net worth (determined in accordance with
generally accepted accounting principles then in effect) at least
equal to the tangible net worth (as so determined) of CBV :
immediately prior thereto; and provided, further, that in the
event of any assignment or delegation under Section 14(c), this
Agreenent shall remain binding upon CBV. If no written consent
of Tocor is required pursuant to this Section, CBV shall provide
written notice to Tocor of any such assignment or delegation not
later than ten {10) days before such assignment or delegation
getting forth the identity and address of the assignee and

summarizing the terms of the assignment or delegation. Subject

to the foregoing, this Agreement shall be binding upon the
guccessors and assigns of the parties.

15. Wajiver. No waiver of any right under this
Agreement shall be deemed effective unless contained in a writing
signed by the party charged with such waiver, and no waiver of
any breach or failure tc perform shall be deemed to be a waiver
of any future breach or failure to perform or of any other right
arising under this Agreement.

16. Headings. The section headings contained in this
Agreement are included for convenience only and form no part of
the agreement between the parties.

17. No Effect on Other Agreements. No provision of
this Agreement shall ba construed so as to negate, modify or
affect in any way the provisions of any other agreement between
the parties unless specifically referred to, and solely tc the
extent provided, in any such other agreement.

' 18. Entire Aqreement. This Agreement sets forth and
constitutes the entire agreement among the parties herato with
respect to the subject matter hereof, and supersedes any and all
prior agreements, understandings, promises and representations
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made by either party to the other concerning the subject matter
hereof and the terms applicable herasto.

- IN WITNESS WHEREOF, the parties have executed this
Agreement on the date first above written.

TOCOR II, INC.

BY
Name:
.Title=

CENTOCOR B.V.

By

Name:
Title:
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Echedule A

® Advice and services on accounting and financial
pmatters, marketing, government and public relations, procurement,
purchasing, inventory control, planning and invescigation,
management information systems, legal, tax, insurance and
administrative matters, including, without limitation,
maintenance of books and records, bank accounts, and preparation

of budgets, forecasts and financial statements.

° Treasury services, including cashier, payment,
payroll, credit and collections and money management.

° Recordkeeping services, including accounting, tax
records, audit, director, stockholder and committee records and

sales records.
L Handling of regulatory and related matters as

required.




Schedule B

Overhead costs will be allocated to CBV departments on
.  a reasonable and consistent basis using appropriate standards

4 such as square fout occupancy cr number of departmental
personnel. Thesa costs will then be included with the direct
costs allocated to Tocor under this Agreement based on
departmental percentage levels of Tocor-related activities

.- pursuant hereto.

Adnministrative costs, less any direct charges for
specific Tocor-related activities by the Adninistrative
Department personnel of CBV (which will be directly allocated to
Tocor), will be allocated to Tocor based on the percentage of
Tocor expenses including overhead costs as allocated in the first

paragraph to total CBV expenses.




A3130.A(BF) .
01/03/92 Schedule I

GLOSSARY

warfiliate™ shall mean a corporation or an’ other
entity that directly, or indirectly through one or more :
i{ntermediaries, controls, is controllad by, or is under common
control with, the designated party.

wcentocor™ shall mean Centocor, Inc., a Pennsylvania
corpo.sation.

wcentocor Common Stock™ shall mean the common stock,
$.01 par value per share, of Centosor or such security that
Centocor shareholders receive in connection with any
consolidation, merger or sale of all or sudstantially all of the
assets of Centocor or, if no such securities were received, the
common stock of the person surviving any consolidation of

Centocor with or merger of Centocor with or.into any other person
or any sale, lease or other transfer of all or substantially all
of the assets of Centocor to any other person (including any
individual, partnership, joint venture, corporation,-.trust or

group thereof). (

'ggn;gggzlg_ggg;g' shall mean Centocor's direct and
indirect expenses incurred pursuant to Section 2 of the Services
Agreement, determined using Centocor's internal financial and
accounting systems; provided that Centocor's Costs shall not
include any costs which are paid or payable to Centocor pursuant

" ¢o the Development Agreement.

"Cen! COF ' " ghall mean Proprietary
Rights to the extent now or during the term of the Development
Agreement owned or controlled by Centocor, other than the

Developed Technology, and wvhich Centocor has or will, during such
term, have the right to license or sublicense.

wpevelopment Agreement® shall mean the Research and

Development Agreement dated as of , 1992 between Tocor II
and Centocor, as amended OrY modified from time to time.

wpevelopment Costg" shall mean Centocor's costs in
conducting Research and Development determined by using
Centocor's internal financial and accounting systems, plus a
management fee equal to ten percent (10%) of the total amount of
such costs. Allocation of all indirect costs, including general
and administrative costs, will be made by Centocor on a
rezsonable basis and will be calculated as described in Schedule
A to the Development Agraenment. Development Costs shall not
include any costs which are paid or payzble to Centocor pursuant
to the Services Agreement. ) '




wpeveloped Technoloay" shall mean Proprietary Rights
that (a) are generated, developed, conceived or first reduced to
practice, as the case may be, by Centocor under the Development
Agreement or (b) are acquired by or on behalf of Tocor from
persons other than Centocor during the term of the Development
Agreenent.

"Field" shall mean Products for the treatment of any
human discase and, if not otherwise excluded, shall specifically
exclude the use of Monoclonal Antibodies and Monoclonal Antibody
Technology.

"Field License Agreements"™ shall mean collectively any
license or licenses or rights therein now owned or hereafter
acquired by Centocor, or any Afriliate of Centocor, that is
necessary or useful to engage in the Field.

"FDA" shall mean the United States Food and Drug
Administration or any successor agency whose approval is
necessary to market pharmaceutical products in the United States.

"Force Majeure” shall mean any occucrence that prevents
or substantially interferes with the performance by a party of
any of its obligations hereunder, if# such occurs by reason of any
act of God, flood, fire, explesion, breakdown of plant, strike,
lockout, labor dispute, casualty or accident, or war, revolution,
civil commotion, acts of public enemies, blockage or embargo, or
any injunction, law, order, proclamation, regulation, ordinance,
demand or requirement of any government or of any subdivision,
authority or representative of ary such government (other than
action pursuant to 35 U.S.C. § 203), inability to procure or use
materials, labor, equipment, trrnsportation, or energy sufficient
to wmeet manufacturing needs without the necessity of allocation,
or any other cause whatsoever, whether similar or dissimilar to
those above enumerated, beyond the reasonable control of such
party, if and only if the party affected shall have used
reasonable efforts to avoid such occurrence and to remedy it
promptly if it shall have occurred.

»ILicensed Technology" shall mean Centocor Proprietary
Rights which are necessary or useful for the research and
development, manufacture or sale of products in tha Field and, if
not otherwise excluded, shall specifically exclude Monoclonal
Antibody Technology.

wMonoclonal Antibodles™ shall mean an antibody of any
animal species (including, but not limited to, murine and human)
homogenecus as to antigen binding specificity, however so
produced, including, but not limited to, antibody fragments
greater than 100 amino acids and antibody chimeras.




»Monoclonal Antibudy Technology® shall mean Monoclonal
Antibodies and sll Proprietary Rights related specifically
thereto, including without limitation all related cell lines and
ghall include without limitation all Proprietary Rights related
_to Centocor's manufacture, use or sale of its Monoclonal Antibedy
based products including, but not limited to, all Centocor in-
vitro diagnostic products, and Centoxin, CentoRx, Centamo,
Centara, Myoscint, Fibriscint, Capiscint and CenTNF.

“"NASDAQ"™ shall mean the National Association of
Securities Dealers Automated Quotation System.

*products® shall mean all pharmaceutical products based
on Small Molecules in the Field developed by Centocor and its
Affiliates utilizing, based upon or arising out of, the Licensed
Technology and/or Developed Technology in the Field.

wproprietary Rights" shall mean technical information,

- whether tangible or intangible, including all 2ata, inventions,
information, pre-clinical and clinical results, techniques,
discoveries, inventions, ideas, processes, know how and trade
secrets, and any physical, chemical or biological matexrial, and
patents or patent applications for any of the foregoing, cwned or
licensed to a party and which such party has the right to license
or sublicenses.

"prospectus® shall mean the Prospectus (as amended and
supplemented) contained in the Registration Statement.

w»purchase Option" shall mean the option granted to
Centocor to purchase Tocor 1I Common Stock pursuant to Section
2.1 of the Purchase Option Agreement.

"purchase Option Agreepment" shall mean the Purchase
option Agreement dated as of , 1992 among Centocor and the
Undervriters, as amended or modified from time to time.

'ngig;zggign_ﬁgg;gngn:' shall mean the Registration
statement on Form 8-1/8-3, Registration No. 33-44072, of Tocor IX
and Centoccr, covering a proposed offering of Units.

wResearch and Development"” shall mean the research,
development and experimentation activities related to the Field.

wservices Agreement® shall mean the Services Agreement
dated as of , 1992 between Centocor B.V. and Tocor I1I, as
amended or modiflied from time to time.
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wsmall Moleculeg" shall mean peptides, specifically
cxgéuding Monoclonal Antibodies, which are less than 100 amino
acids.

» " ghall mean the

Technology License Agfeement dated as of s 1992
between Centocor and Tocor II, as amended or modified from time

to time.

w"Tocor II" shall mean Tocor II, Inc., an International
Business Company organized under the laws of the British virgin

Islands.

" , " ghall mean the callable common
stock, $1.00 par value per share, of Tocor.
. " ghall mean Proprietary Rights

related to the Field, to the extent owned, licensed or controlled
by Tocor. :

"uUnderwriters" shall mean the several underwriters

named in Schedule I to the Underwriting Agreement, dated
January __, 1992 among Centocor, Tocor II and such several

underwriters.

"Units® ghall mean units, each consisting of one share
of Tocor Common Stock, one Series T warrant to purchase one share
of Centocor Common Stock and one callable warrant to purchase one

share of Centocor Common Stock.
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SWORD Company
(Parent Company)

Characteristics:
Articles of Incorporation

Technology License
Agreement

Research and Development (R

& D) Agreement

Services Agreement

Purchase Option Agreement

Technology Licensed

Financing Arrangements

[UNIT]

Tax Liabilities

Bio-Electro Systems [ BES]
(ALZA)

Delaware - 1988

Exclusive Licensee - royalty-
free, No reservation of use of
technology by parent. No right
to sublicense technology.

Retains parent as contractor to
perform all R & D, with all
decision-making rights
retained by parent. License to
parent contractor to practice
the technology, but not for its
ownuse.

Use of parent company to
perform general business
administrative services in
conjunction with parent’s
company. Nocompensation to
parent provision provided for
services rendered.

Drafted into articles of
incorporation. Grants to parent
right to purchase all
outstanding shares of BES no
later than 01/01/95 (7 yrs from
IPO). Provides a sliding scale
of purchase prices ranging from
$23 to $57 for the outstanding
shares. No express provision
that directors shall act in
accordance with the terms of
this provision.

All of the parent’s technology

4,150,000 units offered at $11
per unit. Each unit consists of
one share of BES Class A
Common Share and one
Warrant to purchase one ALZA
Class A Common Share. The
stock and warrants trade as a
unit for two years, with the
warrants set to expire five
years after the closing of the
offering.

BES is subject to federal and
state taxes on corporations,

Appendix VI

Tocor 11
{Centocor)

British Virgin Islands - 1992

Exclusive Licensee only for
some of parent’s technology.
Royalty-free. Reservation of
use of technology by parent.
Rights granted to sublicense
parent’s technology.

Retains parent as contractor to
perform all R & D. Only some
decision-making rights
retained by parent. Parent
retains right to contract with
third-parties for more R & D,
and to use for its own needs.

Use of foreign corporation -
C.B.V, (Netherlands, incorp.)
to perform all business
administrative services. Tocor
II agrees to pay 110% of all
costs to this foreign company.

Drafted into the articles of
incorporation. Grants to parent
right to purchase all
outstanding shares of Tocor I
no later than 12/031/1995 (3
yrs from IPO). Provides a
sliding scale of purchase prices
ranging from $58 to $107 for the
outstanding shares. Contains
express provision that the
directors of Tocor I will not act
contrary to the Purchase
Option Agreement.

Only some of parent’s
technology. Contains
provision that excludes
parent’s primary (monoclonal
antibodies) technology from
Tocor II.

2,250,000 units offered at $15
per unit. Each unit consists of
one share of callable common
Class A of Tocor I and one
series T warrant and one
callable warrant. Each
warrant entitles the holder to
purchase one share of Centocor
stock. The series T warrant is
exercisable at $64.50 per share.
The stock and warrants trade
as a unit for one year, then the
series T warrant and the
callable warrant will
separate.

No corporate income tax
liabilities, as Tocor I
incorporated under the laws of
the British Virgin Islands.






