


































































































































































































































































































































































University of Texas at Austin which shall be incorporated herein 

by reference. 

III. WARRANTY: SUPERIOR RIGHTS 

3.1 Except for the rights, if any, of the Government of the 

United States, as set forth hereinbelow, BOARD represents and 

warrants its belief that it is the owner of the entire right, 

title, and interest in and to LICENSED SUBJECT MATTER, and that 

it has the sole right to grant licenses thereunder, and that it 

has not knowingly granted licenses thereunder to any other entity 

that would restrict rights granted hereunder except as stated 

herein. 

3. 2 LICENSEE understands that the LICENSED SUBJECT MATTER 

may have been developed under a funding agreement with the 

Government of the United states of America and, if so, that the 

Government may have certain rights thereto. This Agreement is 

explicitly made subject to the Government's rights under any such 

agreement and any applicable law or regulation. To the extent 

that there is a conflict between any such agreement, applicable 

law or regulation and this Agreement, the terms of such 

Government agreement, applicable law or regulation shall prevail. 

IV. LICENSE 

4.1 BOARD hereby grants to LICENSEE a royalty-bearing, 

exclusive license under LICENSED SUBJECT to manufacture, 

have manufactured, and/or sell LICENSED PRODUCTS within LICENSED 
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TERRITORY for use within LICENSED FIELD. This grant shall be 

subject to the payment by LICENSEE to BOARD of all consideration 

as provided in this Agreement, and shall further be subject to 

rights retained by BOARD to: 

(a) Publish the general scientific findings from 

research related to LICENSED SUBJECT MATTER; and 

(b) Use any information contained in LICENSED SUBJECT 

MATTER for research, teaching and other education­

related purposes. 

4. 2 LICENSEE shall have the right to extend the 1 icense 

granted herein to any SUBSIDIARY, provided that such SUBSIDIARY 

consents to ):le bound by this Agreement to the same extent as 

LICENSEE. 

4. 3 LICENSEE shall have the right to grant sublicenses 

consistent with this Agreement, provided that LICENSEE shall be 

responsible for the operations of its sublicensees relevant to 

this Agreement as if such operations were carried out by 

LICENSEE, including the payment of royalties whether or not paid 

to LICENSEE by a sublicensee. LICENSEE further agrees to deliver 

to BOARD a true and correct copy of each sublicense granted by 

LICENSEE, and any modification or termination thereof, within 

thirty (30) days after execution, modification, or termination. 

Upon termination of this Agreement, any and all existing 

sublicenses granted by LICENSEE shall be assigned to BOARD. 

4. 4 BOARD shall have the right at any time after two ( 2) 

years from the date of this Agreement, to terminate the 
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exclusivity of the license granted herein in any national 

political jurisdiction within LICENSED TERRITORY if LICENSEE, 

within ninety (90) days after written notice from BOARD as to 

such intended termination of exclusivity, fails to provide 

written evidence that it has commercialized or is actively 

attempting to commercialize an invention hereunder within such 

jurisdiction. BOARD agrees to negotiate in good faith with 

LICENSEE for adjusting terms under such a nonexclusive 

arrangement. BOARD shall have the right at any time after three 

( 3) years from the date of this Agreement to terminate the 

license completely in any national political jurisdiction if 

LICENSEE, witOin ninety (90) days after written notification from 

BOARD of such intended termination, fails to provide written 

evidence that it has commercialized or is actively attempting to 

commercialize an invention licensed hereunder within such 

jurisdiction. Evidence provided by LICENSEE that it has an 

ongoing and active research, development, manufacturing, 

marketing or licensing program as appropriate, directed toward 

production and sale of products based on the invention disclosed 

and claimed in PATENT RIGHTS or incorporating TECHNOLOGY RIGHTS 

within such jurisdiction shall be deemed satisfactory evidence. 

V. PAYMENTS AND REPORTS 

5.1 In consideration of rights granted by BOARD to LICENSEE 

under this Agreement, LICENSEE. ag~ees to pay BOARD the following: 
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(a) A running royalty equal to four percent (4%) of 

NET SALES, or if only TECHNOLOGY RIGHTS are licensed and no 

PATENT RIGHTS are applicable a running royalty equal to two 

percent (2%) of NET SALES; and 

(b) One half of the gross revenues received by 

LICENSEE from any sublicensee. 

5.2 During the Term of this Agreement and for one (1) year 

thereafter, LICENSEE shall keep complete and accurate records of 

its and its sublicensees's SALES and NET SALES of LICENSED 

PRODUCTS under the license granted in this Agreement in 

sufficient detail to enable the royalties payable hereunder to be 

determined. LICENSEE shall permit BOARD or its representatives, 

at BOARD's expense, to periodically examine its books, ledgers, 

and records during regular business hours for the purpose of and 

to the extent necessary to verify any report required under this 

Agreement. In the event that the amounts due to BOARD are 

determined to have been underpaid, LICENSEE shall pay the cost of 

such examination and accrued interest at the highest allowable 

rate. 

5.3 Within thirty (30) days after March 31, June 30, 

September 30, and December 31, LICENSEE shall deliver to BOARD at 

the address listed in paragraph 5.5 a true and accurate report, 

giving such particulars of the business conducted by LICENSEE and 

its sublicensees, if any exist, during the preceding three (3) 

calendar months- under this Agreement as are 

account for payments hereunder. Such report 
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least (a) the quantities of LICENSED SUBJECT MATTER that it has 

produced; (b) the total SALES; (c) the calculation of royalties 

thereon; and (d) the total royalties so computed and due BOARD. 

Simultaneously with the delivery of each such report, LICENSEE 

shall pay to BOARD the amount, if any, due for the period of such 

report. If no payments are due, it shall be so reported. 

5.4 Upon the request of BOARD but not more often than once 

per calendar year, LICENSEE shall deliver to BOARD a written 

report as to LICENSEE's efforts and accomplishments during the 

preceding year in commercializing LICENSED SUBJECT MATTER in 

various parts of the LICENSED TERRITORY and its commercialization 

plans for the upcoming year. 

5. 5 All amounts payable hereunder l:iy LICENSEE shall be 

payable in United states funds without deductions for taxes, 

assessments, fees, or charges of any kind. Checks shall be made 

payable to The university of Texas at Austin and mailed to: 

Executive Vice President and Provost, The University of Texas at 

Austin, Main Building 201, Austin, Texas 78712-1111. 

5;6 LICENSEE shall reimburse BOARD for all its out~of­

pocket expenses thus far incurred in filing, prosecuting, 

enforcing and maintaining PATENT RIGHTS exclusively licensed 

hereunder and shall pay all such future expenses so long as and 

in such countries as its license remains exclusive. 
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VI. TERM AND TERMINATION 

6.1 The term of this Agreement shall extend from the 

Effective Date set forth hereinabove to the full end of the term 

or terms for which Patent Rights have not expired, and if only 

TECHNOLOGY RIGHTS are licensed and no PATENT RIGHTS are 

applicable, for a term of fifteen (15) years. 

6.2 This Agreement will earlier terminate: 

(a) automatically if LICENSEE shall become bankrupt or 

insolvent andjor if the business of LICENSEE shall 

be placed in the hands of a receiver, assignee, or 

trustee, whether by voluntary act of LICENSEE or 

otherwise; 

(b) upon ninety (90) days written notice if LICENSEE 

shall breach or default on any obligation under 

this License Agreement; provided, however, 

LICENSEE may avoid such termination if before the 

end of such period LICENSEE notifies BOARD that 

such breach has been cured and states the manner 

of such cure. 

(c) Under the terms of paragraph 4.4, if invoked. 

6.3 Upon termination of this Agreement for any cause, 

nothing herein shall be construed to release either party of any 

obligation matured prior to the effective date of such 

termination. LIGENSEE may, after the effective date of such 

termination, sell all LICENSED PRODUCT and parts therefore that 
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it may have on hand at the date of termination, provided that it 

pays earned royalty thereon as provided in this Agreement. 

6.4 Upon and effective as of the date of termination of 

this Agreement pursuant to Paragraph 4.4 above, LICENSEE grants 

to BOARD a nonexclusive license with the right to sublicense 

others with respect to improvements made by LICENSEE in the 

LICENSED SUBJECT MATTER. BOARD's right to sublicense others 

hereunder shall be solely for purposes of permitting others to 

develop and commercialize the entire technology package. 

VII. INFRINGEMENT BY THIRD PARTIES 

7.1 LIC;ENSEE shall have the obligation of enforcing at its 

expense any patent exclusively licensed hereunder against 

infringement by third parties and shall be entitled to retain 

recovery from such enforcement. LICENSEE shall pay BOARD royalty 

on any monetary recovery to the extent that such monetary 

recovery by LICENSEE is held to be a reasonable royalty or 

damages in lieu thereof. In the event that LICENSEE does not 

file suit against a substantial infringer of such patents within 

six (6) months of knowledge thereof, then BOARD shall have the 

right to enforce any patent licensed hereunder on behalf of 

itself and LICENSEE (BOARD retaining all recoveries from such 

enforcement) and/or reduce the license granted hereunder to 

nonexclusive . 

. 7. 2- In any suit or dispute involving an infringer, the 

parties shall cooperate fully, and upon the request and at the 

L&I - 50 



expense of the party bringing suit, the other party shall make 

available to the party bringing suit, at reasonable times and 

under appropriate conditions, all relevant personnel, records, 

papers, information, samples, specimens, and the like which are 

in its possession. 

VIII. ASSIGNMENT 

This Agreement may not be assigned by LICENSEE without the 

prior written consent of BOARD. 

IX. PATENT HARKING 

LICENSEE .. agrees to mark permanently and legibly all products 

and documentation manufactured or sold by it under this Agreement 

with such patent notice as may be permitted or required under 

Title 35, United States Code. 

X. INQEHNIFICA1ION 

LICENSEE shall hold harmless and indemnify BOARD, SYSTEM, 

UNIVERSITY, its Regents, officers, employees, and agents from and 

against any claims, demands, or causes of action whatsoever, 

including without limitation those arising on account of any 

injury or death of persons or damage to property caused by or 

arising out of, or resulting from, the exercise or practice of 

the license granted hereunder by LICENSEE or its officers, 

employees, agents or representatives. 
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XI. USE OF BOARP ANP COMPONENT'S NAME 

LICENSEE shall not use the name of UNIVERSITY, SYSTEM, BOARD 

or Regents without express written consent. 

XII. CONFIDENTIAL INFORMATION 

12.1 BOARD and LICENSEE each agree that all information 

contained in documents marked "confidential" which are forwarded 

to one by the other shall be received in strict confidence, used 

only for the purpose of this Agreement, and not discussed by the 

recipient party (except as required by law or court order), its 

agents or employees without the prior written consent of the 

other party, .unless such information (a) was in the public domain 
" 

at the time of disclosure; (b) later became a part of the public 

domain through no act or omission of the recipient party, its 

employees, agents, successors or assigns; (c) was lawfully 

disclosed to the recipient party by a third party having the 

right to disclose it; (d) was already known by the recipient 

party at the time of disclosure; (e) was independently developed 

by the recipient party or (f) is required to be submitted to a 

government agency pursuant to any preexisting obligation. 

12.2 Each party's obligation of confidence hereunder shall 

be fulfilled by using at least the same degree of care with the 

other party's confidential information it uses to protect its own 

confidential information. This obligation shall exist while this 

Agreement is in force and for a period of three (3) years 

thereafter. 

L&I - 52 



XIII. PATENTS AND INVENTIONS 

13.1 LICENSEE shall reimburse BOARD for all expenses 

incurred by BOARD in searching, preparing, filing, prosecuting 

and maintaining patent applications and patents relating to 

PATENT RIGHTS. If after consulting with LICENSEE it is agreed by 

BOARD and LICENSEE that a patent application should be filed for 

LICENSED SUBJECT MATTER, BOARD will prepare and file appropriate 

patent applications, and LICENSEE will pay the cost of searching, 

preparing, filing, prosecuting and maintaining same. If LICENSEE 

notifies BOARD that it does not intend to pay the cost of an 

application, or if LICENSEE does not respond or make an effort to 

agree with Bc:JARD on the disposition of rights of the subject 

invention, then BOARD may file such application at its own 

expense, and LICENSEE shall have no rights to such invention. 

XIV. GENERAL 

14.1 This Agreement and the RESEARCH AGREEMENT constitute 

the entire and only agreement between the parties for LICENSED 

SUBJECT MATTER and all other prior negotiations, representations, 

agreements, and understandings are superseded hereby. No 

agreements altering or supplementing the terms hereof may be made 

except by means of a written document signed by the duly 

authorized representatives of the parties. 

14.2 Any notice required by this License Agreement shall be 

given by prepaid, first class, certified mail, return receipt 

requested, addressed in the case of the BOARD to: 
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BOARD OF REGENTS 
The University of Texas System 
201 West 7th street 
Austin, Texas 78701 
ATTENTION: System Intellectual Property Office 

and with copy to: 

EXECUTIVE VICE PRESIDENT AND PROVOST 
The University of Texas at Austin 
Main Building 201 
Austin, Texas 78712-1111 

or in the case of LICENSEE to: 

CHIEF EXECUTIVE OFFICER 
Astec Industries, Inc. 
4101 Jerome Avenue 
Chattanooga, Tennessee 37407 

or such other address as may be given from time to time under the 

terms of this notice provision. 

14.3 LICENSEE shall comply with applicable federal, state 

and local laws and regulations in connection with its activities 

pursuant to this Agreement. 

14.4 This License Agreement shall be construed and enforced 

in accordance with the laws of the United States of America and 

of the State of Texas. 

14.5 Failure of the BOARD to enforce a right under this 

Agreement shall not act as a waiver of that right or the ability 

to later assert that right relative to the particular situation 

involved. 

14.6 Headings included herein are for convenience only and 

shall not be used to construe this Agreement. 

L&I - 54 



14.7 If any provision of this Agreement shall be found by a 

court to be void, invalid or unenforceable, the same shall be 

reformed to comply with applicable law or stricken if not so 

conformable, so as not to affect the validity or enforceability 

of this Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused their 

duly authorized representatives to execute this AGREEMENT. 

ATTEST: 

By __ ~~~~--~--------­Executive Secretary 
Arthur H. Dilly 

APPROVED AS TO FORM: 

By~~~~~~~~-----­Dudley R. Dobie, Jr. 
Office of General Counsel 

ASTEC INDUSTRIES, INC. 

By ____________________ _ 

BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By~--~~~~~~----------­
Michael E. Patrick 
Executive Vice Chancellor for 
Asset Management 

APPROVED AS TO CONTENT: 

By ~ (\11,1/-C....__--....-.J 

Gerhird J. Fonken 
Executive Vice President and Provost 
The University of Texas at Austin 
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SPONSORED RESEARCH AGREEMENT 

This Sponsored Research Agreement (hereinafter referred to 

as AGREEMENT) is made by and between The University of Texas at 

Austin, Au::.t in, Texas, 78712, a State agency governed by the 

Board of Regents of The University of Texas System (hereinafter 

referred to as UNIVERSITY) and Astec Industries, Inc., 4101 

Jerome Avenue, Chattanooga, Tennessee, a Corporation in the State 

of Tennessee (hereinafter referred to as SPONSOR). 

WHEREAS, SPONSOR desires that UNIVERSITY perform certain 

research work hereinafter described and is willing to advance 

funds to sponsor such research; 

WHEREAS, SPONSOR has entered into a Patent and Technology 

License Agreement with the BOARD of REGENTS of THE UNIVERSITY OF 

TEXAS SYSTEM which grants to SPONSOR an exclusive, royalty­

bearing license for the commercialization of patents and 

technology related to such research, whether developed during the 

course of such research or existing prior to this research, with 

a view to profitable commercialization of such patents and 

technology for the SPONSOR's benefit; and 

WHEREAS, UNIVERSITY is willing to perform such research and 

to grant rights to such patents and technology; 

NOW THEREFORE, in consideration of the mutual covenants and 

promises herein contained, UNIVERSITY and SPONSOR agree as 

follows: 
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I. EFFECTIVE DATE 

This Agreement shall be effective as of August 10, 1989. 

II. RESEABCH PROGRAM 

2. 1 UNIVERSITY shall use its best efforts to conduct the 

Research Program (herein so called) described in Attachment A, 

"Statement of Research Activities and Objectives," attached 

hereto and incorporated herein, and will furnish the facilities 

necessary to carry out said Research Program. The Research 

Program will be under the direction of Professor William F. 

Weldon (hereinafter referred to as "Principal Investigator") , 

Director, Ce,J:~ter for Electromechanics, a research center within 

the Bureau of Engineering Research, College of Engineering, The 

University of Texas at Austin, and will be conducted by the 

Center for Electromechanics. 

2.2 The Research Program will be performed during the 

period from September 1, 1989, through October 31, 1989. SPONSOR 

shall have the option of extending the Research Program under 

mutually agreeable support terms. 

2. 3 SPONSOR understands that UNIVERSITY's primary mission 

is education and advancement of knowledge, and, consequently, the 

Research Program will be designed to carry out that mission. The 

manner of performance of the Research Program shall be determined 

solely by the Principal Investigator. UNIVERSITY does not 

guarantee specific results and the Research Program will be 

conducted only on a best efforts basis. 
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2.4 UNIVERSITY will keep accurate financial and scientific 

records relating to the Research Program and ·will make such 

records available to SPONSOR or its authorized representative 

throughout the Term of the Agreement during normal business hours 

upon reasonable notice. 

2.5 SPONSOR understands that UNIVERSITY may be involved in 

similar research through other researchers on behalf of itself 

and others. UNIVERSITY shall be free to continue such research 

provided that it is conducted separately and by different 

investigators from the Research Program hereinafter defined, and 

SPONSOR shall not gain any rights via this Agreement to such 

other researc)l. 

2. 6 UNIVERSITY does not guarantee that any patent rights 

will result from the Research Program, that the scope of any 

patent rights obtained will cover SPONSOR's commercial interests, 

or that any such patent rights will be free of dominance by other 

patents, including those based on inventions made by other 

inventors in The University of Texas System independent of the 

Research Program. 

III. COMPENSATION 

3.1 As consideration for performance by UNIVERSITY of its 

obligations under this Agreement, SPONSOR will pay UNIVERSITY an 

amount equal to its expenditures and overhead at the University's 

established rate of forty-six percent (46%), modified total 

direct costs, in conducting the Research Program subject to a 
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maximum expenditure limitation of $37,764.00. An initial payment 

of $18, 882. 00 shall be made at the time of execution of this 

Agreement. A final invoice for remaining funds due UNIVERSITY 

shall be made to SPONSOR after completion of all tasks in the 

Research Program and shall be paid to UNIVERSITY within thirty 

(JO) days. 

3.2 UNIVERSITY shall maintain all Research Program funds in 

a separate account and shall expend such funds for wages, 

supplies, equipment, travel, and other operational expenses in 

connection with the Research Program. 

3. J UNIVERSITY shall retain title to all equipment 

purchased and/or fabricated by it with funds provided by SPONSOR 

under this Agreement. 

IV. CONSULTATION AND REPORTS 

4.1 SPONSOR's designated representative for consultation 

and communication with the Principal Investigator shall be Dr. 

Don Brock or such other person as SPONSOR may designate from time 

to time in writing to UNIVERSITY and Principal Investigator. 

4.2 During the Term of Agreement, SPONSOR's representative 

may consult ·informally with UNIVERSITY's representatives 

regarding the project, both personally and by telephone. Access 

to work carried on in University laboratories in the course of 

these inve~tigations shall be entirely under the control of 

UNIVERSITY personnel and shall be available on a reasonable 

basis. 
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4. 3 The Principal Investigator will make as many as one 

oral report each month as requested by the SPONSOR's Designated 

Representative. At the conclusion of the Research Program, the 

Principal Investigator shall submit to the SPONSOR a written 

report summarizing the research which shall contain: 

(a) A summary of income and expenses of the Research 

Program; and, 

(b) A report of all activities undertaken and 

accomplishments achieved through the Research Program. 

V. PUBLICITY' 

Except .as required by the Texas Open Records Act or other 

law or regulation, no press release or other written statements 

in connection with work performed under this Agreement for use in 

the public media making any reference to one party hereunder 

shall be made by the other party. UNIVERSITY', however, shall 

have the right to acknowledge SPONSOR's support of the 

investigations under this Agreement in scientific or academic 

publications and other scientific or academic communications, 

without SPONSOR's prior approval. 

parties shall describe the 

In any such statements, the 

scope and nature of their 

participation accurately and appropriately. 

VI. PUBLICATION AND ACADEMIC RIGHTS 

6.1 UNIVERSITY' and the Principal Investigator have the 

right to publish or otherwise publicly disclose information 
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gained in the course of this Agreement. In order to avoid loss 

of patent rights as a result of premature public disclosure of 

patentable information, UNIVERSITY will submit any prepublication 

materials to SPONSOR for review and comment at least sixty (60) 

days prior to planned submission for publication. SPONSOR shall 

notify UNIVERSITY within thirty (30) days of receipt of such 

materials whether it desires UNIVERSITY to file patent 

applications on any inventions contained in the materials and, if 

UNIVERSITY agrees to do so, UNIVERSITY will proceed to file the 

patent application(s) in due course. UNIVERSITY shall have the 

final authority to determine the scope and content of any 

publications, 

6.2 It is understood that UNIVERSITY investigators may 

discuss the research being performed under this Agreement with 

other investigators but shall not reveal information which is 

SPONSOR's confidential information under Article VII hereof. In 

the event that any joint inventions result, UNIVERSITY shall 

grant to SPONSOR the rights outlined in Article VIII to this 

Agreement, to the extent that these are not in conflict with 

obligations to another party as a result of the involvement of 

the other investigator(s). In this latter case, UNIVERSITY 

shall, in good faith, exercise reasonable efforts to enable 

SPONSOR to obtain the rights to the joint invention. 

VII. CONFIDENTIALITY OF INFORMATION 

The parties may wish, from time to time, in connection with 

work contemplated under this Agreement, to disclose confidential 
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information to the other party. The receiving party shall use 

reasonable efforts to prevent the disclosure of any of the 

disclosing party's confidential information to third parties for 

a period of three (3) years from receipt thereof provided that 

the obligation hereunder shall not apply to information that: 

(1) is not disclosed in writing or reduced to writing and 

so marked with an appropriate confidentiality legend 

within thirty (30) days of disclosure thereof; 

(2) is already in the receiving party's possession at the 

time of disclosure thereof; 

(3) is or later becomes part of the public domain through 

no .fault of the receiving party; 

(4) is received from a third party having no obligations of 

confidentiality to the disclosing party; 

(5) is independently developed by the receiving party; or, 

(6) is required by law or regulation to be disclosed. 

VIII. PATENTS. COPYRIGHTS. AND TECHNOLOGY RIGHTS 

Title to all inventions and discoveries made by UNIVERSITY 

resulting from the research performed hereunder shall reside in 

UNIVERSITY. Notwithstanding the foregoing, however, UNIVERSITY 

agrees to grant a royalty-bearing, exclusive license to licensed 

subject matter relevant to or resulting from the research 

performed hereunder in accordance with the existing Patent and 

Technology License Agreement between SPONSOR and the BOARD OF 
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REGENTS of THE UNIVERSITY OF TEXAS SYSTEM, such Agreement made 

effective on August 10, 1989. 

IX. LIABILITY 

9.1 SPONSOR agrees to indemnify and hold harmless THE 

UNIVERSITY OF TEXAS SYSTEM (SYSTEM) , UNIVERSITY, their Regents, 

officers, agents and employees from any liability, loss or damage 

they may suffer as a result of claims, demands, costs or 

judgments against them arising out of the activities to be 

carried out pursuant to the obligations of this Agreement, and 

the use by SPONSOR of the results obtained from the activities 

performed by_UNIVERSITY under this Agreement; provided, however, 

that any such liability, loss or damage resulting from the 

following Subsections (a) or (b) is excluded from this Agreement 

to indemnify and hold harmless: 

(a) the negligent failure of UNIVERSITY to substantially 

comply with any applicable FDA or other governmental 

requirements; or 

(b) the- negligence or willful malfeasance of any Regent, 

officer, agent or employee of UNIVERSITY or SYSTEM. 

9. 2 Both parties agree that upon receipt of a notice of 

claim or action arising out of the activities to be carried out 

pursuant to the project described in Attachment A, the party 

receiving such notice will notify the other party promptly. 

SPONSOR agrees, at its own expense, to provide attorneys to 

defend against any actions brought or filed against UNIVERSITY, 
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SYSTEM, their Regents, officers, agents and/or employees with 

respect to the subject of the indemnity contained herein, whether 

such claims or actions are rightfully brought or filed, and 

subject to the statutory duty of the Texas Attorney General, 

UNIVERSITY agrees to cooperate with SPONSOR in the defense of 

such claim or action. 

X. INDEPENQENT CONTRACTOR 

For the purpose of this Agreement and all services to be 

provided hereunder, the parties shall be, and shall be deemed to 

be, independent contractors and not agents or employees of the 

other party. Neither party shall have authority to make any 

statements, representations or commitments of any kind, or to 

take any action which shall be binding on the other party, except 

as may be expressly provided for herein or authorized in writing. 

XI. TEBM AND TERHINATION 

11.1 This Agreement shall begin with the Effective Date 

hereof and extend until the end of the Research Program as 

described hereinabove, unless sooner terminated in accordance 

with the provisions of this Article. 

11.2 This Agreement may be terminated by the agreement of 

both Parties. 

11.3 In the event that either party shall be in default of 

its material obligations under this Agreement and shall fail to 

remedy such default within sixty ( 60) days after receipt of 
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written notice thereof, this Agreement shall terminate upon 

expiration of the sixty (60) day period. 

11.4 Termination or cancellation of this Agreement shall 

not affect the rights and obligations of the parties accrued 

prior to termination. SPONSOR shall pay UNIVERSITY for all 

re~sonable expenses incurred or committed to be expended as of 

the effective termination date, including salaries for appointees 

for the remainder of their appointment. 

11.5 Any provisions of this Agreement which by their nature 

extend beyond termination thereof shall survive such termination. 

XII. ATTACHMENTS 

Attachment A is incorporated herein and made of a part 

hereof for all purposes. 

XIII. GENERAL 

13.1 This Agreement may not be assigned by either party 

without the prior written consent of the other party; provided, 

however, that subject to the approval of UNIVERSITY, which may 

not be unreasonably withheld, SPONSOR may assign this Agreement 

to any purchaser or transferee of all or substantially all of 

SPONSOR's assets or stock upon prior written notice to 

UNIVERSITY, and UNIVERSITY may assign its right to receive 

payments hereunder. 

13.2 This Agreement and the Patent and Technology License 

Agreement dated of even date herewith constitute the entire and 
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only agreements between the parties related to the Research 

Program, and all prior negotiations, representations, agreements 

and understandings are superseded hereby. No agreements altering 

or supplementing the terms hereof shall be made except by means 

of a written document signed by the duly authorized 

representatives of the parties. 

13.3 No provision of this Agreement shall be construed to 

replace, modify or supersede any provision of the Patent and 

Technology License Agreement made effective on August 10, 1989, 

between the BOARD OF REGENTS of THE UNIVERSITY OF TEXAS SYSTEM 

and SPONSOR. In the event that any provision of this Agreement 

is deemed to be in conflict with or not compatible with any 

provision of said Patent License Agreement, then such latter 

provision shall dominate. 

13.4 Any notice and other communication regarding the day­

to-day administration and operations of this agreement shall be 

mailed or delivered, addressed in the case of University to: 

THE UNIVERSITY OF TEXAS AT AUSTIN 
Office of Sponsored Projects 
Post Office Box 7726 
Austin, Texas 78713-7726 
ATTENTION: Mr. W. K. Kuenstler, Director 

with a copy to: 

Professor William F. Weldon 
Center for Electromechanics 
The University of Texas at Austin 
10100 Burnet Road 
Austin, Texas 78712 
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or in the case of SPONSOR to: 

ASTEC INDUSTRIES, INC. 
4101 Jerome Avenue 
Chattanooga, Tennessee 37404 
ATTENTION: Dr. Don Brock 

Any notice required by paragraphs VIII, IX, or XI shall be 

given by prepaid, first class, certified mail, return receipt 

requested, addressed in the case of University to: 

The University of Texas at Austin 
Executive Vice President and Provost 
Main Building 201 
Austin, Texas 78712-1111 

with a copy to: 

The University of Texas System 
Office of General Counsel 
201 West 7th Street 
Austin, Texas 78701 
ATTENTION: System Intellectual Property Office 

or in the case of Sponsor to: 

ASTEC INDUSTRIES, INC. 
4101 Jerome Avenue 
Chattanooga, Tennessee 37404 
ATTENTION: Dr. Don Brock 

or at such other addresses as may be given from time to time in 

accordance with the terms of this notice provision. 

13.5 This Agreement shall be governed by, construed, and 

enforced in accordance with the internal laws of the State of 

Texas. 
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IN WITNESS WHEREOF, the parties have caused this Agreement 

to become executed by their duly authorized representatives. 

ASTEC INDUSTRIES, INC. 

By ________________________ ___ 

Title ________________________ __ 

Date __________________________ ___ 

THE UNIVERSITY OF TEXAS 
AT AUSTIN 

By~~~=-~~------------­
Fonken 

xecutive Vice President 
and Provost 

Date _____ J~u~l~y~l~2~·~1~9~8~9~--------

FOR: THE UNIVERSITY OF TEXAS 
SYSTEM 

Approved as to Content: 

James P. Duncan 
Executive Vice Chancellor 

for Academic Affairs 

Approved as to Form: 

Dudley R. Dobie, Jr. 
Office of General Counsel 

Attested: 

Arthur H. Dilly 
Executive Secretary to the 

Board of Regents 
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ATTACHMENT A TO SPONSORED RESEARCH AGREEMENT 

PROPOSAL FOR THE PRODUCTION OF 

SAMPLES OF TIJNGSTEN CARBIDE COATED ROCK MINING TEET! I 

Presented to: 

ASIEC INDUSTRIES 

CENTER FOR El.EC'I1tOMECHAN1CS 
The Un!Yerwtty of Tau at AuaUn 
10100 Burnet~. B!dldtnl133 

Anaf1n 'IX 78758»a---1-4~49'f 

512/471-4496 

May 1989 
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ASTEC INDUSTRIES 

INTRODUCTION 

The Center for Electromechanlcs at The University of Texas at Austin ICS\1-L'Tl 
IS a not-for-profit conlnlct research center. The University of Texas at Austin !sa 
component of The University of Texas System and an agency of the Slate of Texas. 
Costs reflected In the budget are dtrect charges. G&A and fee are not appl!cable. 

CEM-UTwtll provide research and technical support In accordance W1th 
Attachment A for the produCUon of aamples of tunpten carbide coated rock mining 
teeth for tesUng by Astec. · 

All work performed w1.0 be under the direction oC WlllJam F. Weldon. Principal 
Investigator. 

METHOD OF COST BUILDUP 

Followln& IS an explanation of each coat/pnce buildup element. 

A prmdpalllie e',.mor at UTA~ bold alaculty postttcrn or equfvalent status 
and may authonze ~ and direct raardl. P en:b englnccri. teclmll:al staff 
...a.tants. and student eeeW•nte are ew'CN"' directly to the project In a technical 
capKSty. 

Labor rate. .-e .. a:tiidllly tM 06:e oC Me J ' and .. Kia« (OMBI 
Cllaller No. A-21. eo.t Pl"• 'F'" far JM!arattmaiiDeUtuUana !FAR 31:3). Salanes paid 
Cram IIJ'ADt fuDda st 'I1Ie Utili a 111ty or Taali at Aulltln coaform to rates eppl"CJJIt:d by the 
Board oC Peaenta for eelal1ee peld Cram rejular UnJ•a lllty fundL Admmistratlve 
support llleludce IICCI"etarral aeeWancc for pun:baelll&. ac:aNiltln&. contract mon1t011I!g 
and laboratory supemelaa. 

Rates establiabed for frln&e tfeneAt• b..e been appnwcd by DHHS. The current 
rate uBed for estmlatJnC purplllel IS 24.8 pacem of direct lalarle8 and .... es for 
emp~ ellg1ble for an frlllae bcndlta. and 16:0 pen:ent or direct aalar1ea and wages 
for employees not ellglble for group lnauJ'enl:e. reUrmlcnt. vacation and Sick leave. 

OVcnatlp,c Ezpen•n 

CEM, tJr has no access to overhead funds. The operating costs are a direct 
charge and typically include oJTice supplies. telephones. long-dtslancc charges. ofTicc 
machine lease/rental, pholo-processtng. reproduction. vugraphs. hand tools. oll and 
lubncants. maintenance of machine tools. gases. and clean1n!l solutions. 
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CEM·t..rr utUIZCs travel rates based on the Joint Travel Regulations !..riRsl. 

Overhead 

The University's current necouated owvhead rate Is 46% of mod!Iled total direct 
costs (DHHSJ for government contracts. 

PUBUCATIONS 

t..rr has the right to publish or othenrise publlcly d.laclose lnformauon gained ln 
the course of this agreement. t..rr Will pnMde sponsor wtth an advance copy of any 
intended publlcauon resulting from re.earch under this agreement (30 days prtor to 
planned submiSsion to pubUsherl. 

CEM-t..rr aar- to keep conlldentlal any technlcallnformUion or data and 
lnformatJon concernlnC the bo•WD • Uld I reb plam aDd M!t!tltles ta Aatec 
lndwlti'*. Ita a8Wates or th.ln:l ~. wbieh Ia a.dc 8ftilable to CEM·t..rr by Astec 
li:adum1es oc Ita .alllatea. CEM·ut' .._ ..-DOt to UM MJd aA 'tim! or data 
c:IICept roc the ~ of perfuiiDSIIC u.: -x ~ !fleeS by Attrhm " A. 

MAl Hi6 

Buc!CeWY fleures quoted Ill ua. I* ; '1ft v1llld for 150 clays beyUDd the 
subm!Mlon deadline. 

L&I • 71 



ATTAO{MENT A 

The Center for Elcctromechanics of The University of Texas at Austin (CEM-Un 

will, on a best effort basis, attempt to produce twelve samples of tungsten carhide coated 

rock minin& teeth for testin& by Astcc. 

jJ " 
~ 

COOL JUIIA71011f 

,..,,rn~ 

The cost estimate is bued upon two weeki to design and make dies and procure 

materials, two weeks to produce samples for our own testing, and two weeks to produce 

samples for Astec. A detailed cost estimate is attached. 
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ASTEC INDUSTRIES 
COST ESTIMATE 

CATEGORY 

ENGINEERING 
Co-principal Investigator 
Co-principal Investigator 
Research Associate 
Research Engineer III 

TECHNICAL 
Technical Staff Assistant IV 

ADMINISTRATIVE 
Contract Specialist 
Administrative Associate 
Word Processing'Supervisor 
Word Processing 
Accounting 
Procur-nt 

SALARIES ' WAGES 
FRINGE BIMEFITS (24.8\ S'W) 
MATERIALS 
OPDA!IIIG 

MODIFIED TOTAL DIRECT COSTS 
OVERHEAD (46\ MTDCl 
HPG USAGE 

TOTAL 

ENGINEERING MANHOURS 
TECHNICAL MANHOURS 
ADMINISTRATIVE MANHOURS 

PERCENT 

5.00 
5.00 

25.00 
100.00 

100.00 

5.00 
10 0 00 
10.00 
30.00 
15.00 
15.00 

351.00 
173.33 
221.00 
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MONTHS TC)7.=-.~ 

SlC, :~: 
l. 50 
l. 50 
l. 50 
l. 50 

l, 369 
l. 00 

2': 62 
1. 50 
l. 50 
l. 50 
l. 50 
l. 50 
1.50 

$14' 272 
3,539 
3,000 
3,000 

$23,811 
10,953 

3,000 

$37,764 



2. U. T. Austin: Recommendation for Approval of Patent and 
Technology License Agreement with Research Applications, 
Inc. (RAI) of Austin, Texas; Request for Approval for 
Individual to Serve as Officer and Director of Biotect 
Corporation (Biotect) of Austin, Texas, and Approval of 
Biotect Equity Ownership by this Individual.--

RECOMMENDATION 

The Chancellor concurs in the recommendation of the Executive 
Vice Chancellor for Academic Affairs and President Cunningham 
that the U. T. Board of Regents approve the Patent and Tech­
nology License Agreement between the U. T. Board of Regents 
and Research Applications, Inc. (RAI) of Austin, Texas, for 
the development and licensing of insect assay technology to 
detect insects and insect fragments as set out on 
Pages L&I 76 - 87. It is further recommended that the U. T. 
Board of Regents approve service by Professor G. Barrie 
Kitto, U. T. Austin, as an officer and director of Biotect 
Corporation of Austin, Texas, (a subsidiary of RAI) and 
approve his equity ownership in Biotect Corporation. 

BACKGROUND INFORMATION 

Research Applications, Inc. (RAI), Austin, Texas, 1s a Texas 
corporation established to assist universities in the commer­
cialization of technologies. Under the proposed agreement, 
RAI will receive a royalty-bearing, exclusive, worldwide 
license under U. T. Austin's currently existing patent and 
technology rights, or those which may arise under a companion 
sponsored research agreement, in inventions by Professor G. 
Barrie Kitto (Department of Chemistry, U. T. Austin) which 
relate to the manufacture, use or sale of insect assay tech­
nology to detect insects and insect fragments. The license 
grant is restricted to the field of uses and applications of 
the patent and technology rights to whole and milled grain 
and to herbs and spices. U. T. Austin is completing a 
license agreement with the U. S. Department of Agriculture 
(USDA) under its co-ownership rights in the technology; 
therefore, the proposed grant to RAI will be exclusive in 
the licensed field, subject only to U. T. Austin's right to 
use the technology for educational/research purposes and the 
USDA's retention of a nonexclusive, royalty-free license to 
use the technology for government purposes. 

RAI will not manufacture or sell products using the technol­
ogy but will sublicense its rights to a new company named 
Biotect Corporation (Biotect), a Texas corporation, Austin, 
Texas, that will be formed around this technology. The U. T. 
Board of Regents and RAI will own equal amounts of stock in 
Biotect, initially forty-two and nine tenths percent (42.9%) 
each. While the U. T. Board of Regents will not have a seat 
on the Biotect Board of Directors, it will have the right to 
have a representative present for all discussions and meet­
ings of the Biotect Board. It is anticipated that after the 
first round of outside financing for Biotect (approxi­
mately $250,000), the U. T. Board of Regents and RAI will 
retain equal shares totalling approximately sixty per-
cent (60%) of the new company. The responsibility for secur­
ing outside funding will rest with RAI. Biotect will pay RAI 
royalties based on sales of products, and RAI will pay the 
U. T. Board of Regents fifty percent (50%) of royalties or 
like income received from Biotect or other sublicensee. 
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The terms and conditions of the proposed Agreement are con­
sistent with the U. T. System Intellectual Property Policy. 
However, the proposed Agreement is submitted for approval 
because Professor Kitto, in his personal capacity, will ini­
tially be granted a fourteen and three tenths percent (14.3%) 
equity interest in Biotect, will be a member of the Board of 
Directors of Biotect, and will serve as Biotect's Vice Presi­
dent for Technology in a part-time consulting capacity at 
least in the initial phase. Dr. Cunningham is convinced that 
the activities to be performed by Professor Kitto for Biotect 
in his personal capacity are distinguishable from and compat­
ible with those he will perform in his University research 
capacity. The proposed arrangement is authorized by Sec­
tion 51.912 of the Texas Education Code concerning equity 
ownership and business participation by employees of insti­
tutions of higher education following governing board 
approval. Section 2, Subdivisions 2.46 and 2.47, Chapter V, 
Part Two, Regents' Rules and Regulations (related to equity 
interests and business participation by an employee who con­
ceives, creates, discovers, invents or develops intellectual 
property in an entity that has an agreement with the U. T. 
System relating to the research, development, licensing or 
exploitation of that intellectual property) also requires 
approval by the U. T. Board of Regents for Professor Kitto's 
proposed service to Biotect and his equity ownership in 
Biotect concurrent with approval of the proposed license 
agreement between the U. T. System and RAI. 
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PATENT AND TECHNOLOGY LICENSE AGREEMENT 

THIS AGREEMENT is made by and between the BOARD OF REGENTS 
(BOARD) OF THE UNIVERSITY OF TEXAS SYSTEM (SYSTEM), an agency of 
the State of Texas, whose address is 201 West 7th Street, Austin, 
Texas 78701, on behalf of THE UNIVERSITY OF TEXAS AT AUSTIN, and 
RESEARCH APPLICATIONS, INC. (LICENSEE), a Texas corporation having 
its principal place of business at 400 West 15th Street, Suite 
1003, Austin, Texas 78701. 

W I T N E S S E T H: 

Whereas BOARD owns certain PATENT RIGHTS and TECHNOLOGY 
RIGHTS related to LICENSED SUBJECT MATTER, which were developed at 
The University of Texas at Austin, a component institution of The 
University of Texas System; 

Whereas BOARD desires to have the LICENSED SUBJECT MATTER 
developed and used for the benefit of LICENSEE, the inventor, 
BOARD, and the public as outlined in the Intellectual Property 
Policy promulgated by the BOARD; and 

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

NOW, THEREFORE, in consideration of the mutual covenants and 
premises herein contained, the parties hereto agree as follows: 

I. EFFECTIVE DATE 

This Agreement shall be effective as of August 10, 1989. 

II. DEFINITIONS 

As used in this Agreement, the following terms shall have the 
meanings indicated: 

2.1 LICENSED SUBJECT MATTER shall mean inventions and 
discoveries covered by PATENT RIGHTS or TECHNOLOGY RIGHTS within 
LICENSED FIELD. 

2. 2 PATENT RIGHTS shall mean BOARD'S rights in presently 
existing information or discoveries and all future improvements 
and discoveries created as the result of the research sponsored 
through and funded by the SPONSORED RESEARCH AGREEMENT covered by 
patents and/or patent applications whether domestic or foreiqn, 
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and all divisions, continuations, continuations-in-part, reissues, 
reexaminations or extensions thereof, and any letters patent that 
issue thereon, which name Professor G. Barrie Kitto as either sole 
or joint inventor and which relate to the manufacture, use or sale 
of insect assay technology to detect insects and insect fragments 
in or on plant material. 

2.3 TECHNOLOGY RIGHTS shall mean BOARD'S rights in presently 
existing technical information, know-how, process, procedure, 
composition, device, method, formula, protocol, technique, 
software, design, drawing or data relating to stored product 
insect assay technology to detect insects and insect fragments in 
or on plant material which is not covered by PATENT RIGHTS but 
which is necessary for practicing the invention at any time 
covered by PATENT RIGHTS, and any future improvements and 
discoveries created as the result of and funded by the research 
sponsored through the SPONSORED RESEARCH AGREEMENT. 

2. 4 LICENSED FIELD shall mean all uses and applications of 
the PATENT RIGHTS and the TECHNOLOGY RIGHTS to whole and milled 
grain and to herbs and spices and any other applications of the 
PATENT RIGHTS and the TECHNOLOGY RIGHTS discovered or developed as 
the result of research sponsored through the SPONSORED RESEARCH 
AGREEMENT. BOARD shall be free to license other parties in all 
other fields of use. 

2.5 LICENSED TERRITORY shall mean the entire world. 

2.6 LICENSED PRODUCT shall mean any product SOLD by LICENSEE 
comprising LICENSED SUBJECT MATTER pursuant to this Agreement. 

2.7 SALE or SOLD shall mean the transfer or disposition of a 
LICENSED PRODUCT for value to a party other than LICENSEE or a 
SUBSIDIARY. 

2. 8 SPONSORED RESEARCH AGREEMENT shall mean the Sponsored 
Research Agreement dated of even date herewith between BOARD and 
LICENSEE. 

2. 9 NET SALES shall mean the gross revenues received by 
LICENSEE from the SALE of LICENSED PRODUCTS less sales and/or use 
taxes actually paid, import and/or export duties actually paid, 
outbound transportation prepaid or allowed, and amounts allowed or 
credited due to returns (not to exceed the original billing or 
invoice amount). 

2.10 NET PROFIT BEFORE TAXES of a sublicensee for any fiscal 
year shall mean the net profit of such sublicensee for such fiscal 
year before payment or provision for payment of federal, state or 
local income taxes, determined in accordance with Generally 
Accepted Accounting Principles, consistently applied. 
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2.11 AVAILABLE CASH FLOW of Biotect for any fiscal year shall 
mean the NET PROFIT BEFORE TAXES of Biotect for such fiscal year, 
less (a) federal, state and local income taxes actually paid 
during the current year, (b) capital expenditures actually 
incurred, and (c) principal actually paid in respect of any loan 
or capitalized obligation, in such fiscal year, plus depreciation 
and amortization expenses in such fiscal year. 

2.12 GROSS REVENUE shall mean (i) revenue actually received 
by LICENSEE or any person claiming any right under LICENSEE 
(including, but not limited to any revenue received by any 
employee of LICENSEE, but excluding salary received for services 
rendered) in respect of any sublicense to be granted to a 
sublicensee as contemplated hereunder, ( ii) the value of 
securities or the property actually received from or in connection 
with the creation of a sublicensee other than Biotect, and (iii) 
any dividends or other distributions actually received by LICENSEE 
in respect of any such securities or property. 

III. WARRANTY; SUPERIOR-RIGHTS 

3.1 Except for the rights, if any, of United States 
Department of Agriculture ("USDA"), as set forth hereinbelow, 
BOARD represents and warrants its belief that it is the owner of 
the entire right, title, and interest in and to LICENSED SUBJECT 
MATTER, and that it has the sole right to grant licenses 
thereunder, and that it has not knowingly granted licenses 
thereunder to any other entity that would restrict rights granted 
hereunder except as stated herein. 

3. 2 LICENSEE understands that the LICENSED SUBJECT MATTER 
may have been developed in cooperation with an employee of the 
USDA under funding provided by the USDA and, if so, that the USDA 
may have certain rights relative thereto. BOARD represents that 
it has obtained a valid and enforceable exclusive worldwide 
license from the USDA to exploit the LICENSED SUBJECT MATTER for 
all commercial uses and applications, subject only to any rights 
retained by the United States Government by law and pursuant to 
the agreement between BOARD and USDA license. BOARD further 
represents that it has the right to grant the licenses to LICENSEE 
hereunder pursuant to its agreement with the USDA, subject only to 
any rights retained by the United States Government by law and 
pursuant to the USDA license. BOARD has furnished LICENSEE with a 
complete copy of each license agreement with USDA as in effect on 
the date hereof. BOARD will not modify or amend the terms of any 
license agreement with USDA or waive or release any rights 
thereunder without the prior written consent of LICENSEE. This 
Agreement is expressly made subject to the USDA's rights under any 
applicable law or regulation. 
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IV. LICENSE 

4.1 BOARD hereby grants to LICENSEE a royalty-bearing, 
exclusive license under LICENSED SUBJECT MATTER to manufacture, 
have manufactured, and/or sell LICENSED PRODUCTS within LICENSED 
TERRITORY for use within LICENSED FIELD. This license shall be 
subject to any right retained by the USDA by law and in its 
license to BOARD. This grant shall be subject to the payment by 
LICENSEE to BOARD of all consideration as provided in this 
Agreement, and shall be further subject to rights retained by 
BOARD to: 

(a) Publish the general scientific findings 
research related to LICENSED SUBJECT MATTER; and 

from 

(b) Use any information contained in LICENSED SUBJECT 
MATTER for research, teaching and other educationally-related 
purposes. 

4.2 LICENSEE shall have the right to grant sublicenses 
consistent with this Agreement provided that LICENSEE shall be 
responsible for the operations of its sublicensees relevant to 
this Agreement as if such operations were carried out by LICENSEE. 
LICENSEE further agrees to deliver to BOARD a true and correct 
copy of each sublicense granted by LICENSEE, and any modification 
or termination thereof, within thirty (30) days after execution, 
modification, or termination. Upon termination of this Agreement, 
any and all existing sublicenses granted by LICENSEE shall be 
assigned by LICENSEE to BOARD. 

4. 3 BOARD shall have the right at any time after two (2) 
years from the date of this Agreement, to terminate the 
exclusivity of the license granted herein in any national 
political jurisdiction within LICENSED TERRITORY if LICENSEE, 
within ninety (90) days after written notice from BOARD as to such 
intended termination of exclusivity, fails to provide written 
evidence that it has commercialized or is attempting to 
commercialize LICENSED SUBJECT MATTER within such jurisdiction. 
BOARD agrees to negotiate in good faith with LICENSEE for 
adjusting terms under such a non-exclusive arrangement. BOARD 
shall have the right at any time after three ( 3) years from the 
date of this Agreement to terminate the license completely in any 
national political jurisdiction if LICENSEE, within ninety (90) 
days after written notice from BOARD of such intended termination, 
fails to provide written evidence that it has commercialized or is 
actively attempting to commercialize an invention licensed 
hereunder within such jurisdiction. Satisfactory evidence that 
LICENSEE has commercialized or is attempting to commercialize 
LICENSED SUBJECT MATTER shall be: (i) evidence provided by 
LICENSEE that it has an ongoing and active research, development, 
manufacturing, marketing or licensing program directed toward 
production and sale of products based on LICENSED SUBJECT MATTER 
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within 
minimum 
herein. 

such jurisdiction, and (ii) 
royalty payment obligation 

that LICENSEE has met 
pursuant to paragraph 

V. PAYMENTS AND REPORTS 

its 
5.3 

5.1 It is not contemplated that LICENSEE will manufacture or 
sell LICENSED PRODUCTS; instead it is contemplated that LICENSEE 
will sublicense Biotect or other sublicensees to manufacture and 
sell LICENSED PRODUCTS and will receive royalties from Biotect or 
such other sublicensees based on their SALES or NET SALES. In 
consideration of rights granted by BOARD to LICENSEE under this 
Agreement, LICENSEE agrees to pay BOARD one-half of: ( i) 
royal ties received by LICENSEE from Biotect based upon SALES or 
NET SALES of LICENSED PRODUCTS by Biotect, and (ii) GROSS REVENUES 
received by LICENSEE from all sublicensees other than Biotect. 
There shall be credited against any royalty payable hereunder 
one-half of the amount of expenses paid by LICENSEE as provided in 
to part XIV hereof. 

5. 2 The terms of any sublicense by LICENSEE shall provide 
that sublicensee shall pay LICENSEE a running royalty equal to 
five percent ( 5%) of NET SALES of LICENSED PRODUCTS provided, 
however, that if no patent issues in respect of the LICENSED 
SUBJECT MATTER, ( i) the royalty shall be reduced to two and 
one-half percent ( 2. 5%) beginning with the sixth anniversary of 
the date of the original patent application, and (ii) continuing 
royalty obligations (except for royalties previously accrued) 
shall terminate on the tenth anniversary thereof. Each sublicense 
to Biotect shall further provide that Biotect may defer (without 
interest or penalty) the payment to LICENSEE of the amount by 
which royalties payable to LICENSEE based on NET SALES during a 
fiscal year of Biotect exceed NET PROFIT BEFORE TAXES of Biotect 
for such fiscal year; when Biotect defers payment of royalties in 
respect of any fiscal year it shall pay such royal ties to the 
extent of one-third of its AVAILABLE CASH FLOW in each such 
subsequent fiscal year until the full amount of royalties deferred 
have been paid. 

5. 3 If for 1991 or any calendar year thereafter LICENSEE 
does not pay royalties hereunder to BOARD at least equal to the 
greater of $2,500 or one-half percent (. 5%) of NET SALES by 
Biotect of LICENSED PRODUCTS during such calendar year, BOARD may 
terminate the exclusivity of the license granted hereunder ninety 
( 90) days after written notice from BOARD of such termination. 
BOARD agrees to negotiate in good faith with LICENSEE for 
adjusting terms under such a non-exclusive arrangement. 

5.4 During the term of this Agreement and for one (1) year 
thereafter, LICENSEE shall keep complete and accurate records of 
its sublicensees' SALES and NET SALES of LICENSED PRODUCTS to 
enable the royalties payable hereunder to be determined. LICENSEE 
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shall permit BOARD, at BOARD'S expense, to periodically examine 
its books, ledgers, and records during regular business hours for 
the purpose of and to the extent necessary to verify any report 
required under this Agreement, In the event that the amounts due 
to BOARD are determined to have been underpaid, LICENSEE shall pay 
the cost of such examination, and accrued interest at a rate of 
ten percent (10%) per annum. 

5. 5 Within thirty ( 30) days after each March 31, June 30, 
September 30 and December 31 during the term hereof, LICENSEE 
shall deliver to BOARD at the address listed in paragraph 5. 7, 
below, a true and accurate report, giving such particulars of the 
business conducted by LICENSEE and its sublicensees, if any exist, 
during the preceding six (6) calendar months under this Agreement 
as are pertinent to an account for payments hereunder. Such 
report shall include at least (a) the quantities of LICENSED 
SUBJECT MATTER that is has produced; (b) the total SALES and a 
computation of NET PROFIT BEFORE TAXES and AVAILABLE CASH FLOW; 
(c) the calculation of royalties thereon; and (d) the total 
royal ties so computed and due BOARD. Simultaneously with the 
delivery of each such report, LICENSEE shall pay to BOARD the 
amount, if any, due for the period of such report pursuant to part 
V herein. If no payments are due, it shall be so reported. 

5.6 Upon the request of BOARD but not more often than once 
per calendar year, LICENSEE shall deliver to BOARD a written 
report as to LICENSEE'S efforts and accomplishments during the 
preceding year in commercializing LICENSED SUBJECT MATTER in 
various parts of the LICENSED TERRITORY and its commercialization 
plans for the upcoming year. 

5.7 All amounts payable hereunder by LICENSEE shall be 
payable in United States funds without deductions for taxes, 
assessments, fees, or charges or any kind. Checks shall be made 
payable to The University of Texas at Austin and mailed to: 
Executive Vice President and Provost, The University of Texas at 
Austin, Main Building 201, Austin, Texas 78712-1111. 

VI. COMMON STOCK; EQUITY OWNERSHIP 

6. 1 LICENSEE has organized Biotect to facilitate the 
commercialization of LICENCED SUBJECT MATTER. LICENSEE will 
provide Biotect with business and marketing support through 
LICENSEE's personnel and will provide initial capital in the 
amount of $113,700 to Biotect as follows: (i) $69,860 in funding 
pursuant to the SPONSORED RESEARCH AGREEMENT, and all funding 
provided by LICENSEE under the SPONSORED RESEARCH AGREEMENT shall 
be deemed to be capital provided to Biotect hereunder; and (ii) 
$43,840 to be contributed to Biotect on the Effective Date of this 
Agreement. LICENSEE agrees to provide up to an additional $10,000 
to Biotect to fund start-up expenses if Biotect requires such 
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additional cash prior to obtaining additional equity financing. 
LICENSEE shall not be required to provide additional funding under 
the SPONSORED RESEARCH AGREEMENT, but if LICENSEE provides any 
additional funding, Biotect shall reimburse LICENSEE in full for 
such amounts. LICENSEE will use commercially reasonable efforts 
to obtain at least $250,000 in additional equity financing within 
four months after the correlation of LICENSED SUBJECT MATTER 
laboratory tests with current USDA/FDA standard tests has been 
established through research funded by the SPONSORED RESEARCH 
AGREEMENT. If LICENSEE is unsuccessful in obtaining such 
financing, it wi 11 use commercially reasonable efforts to obtain 
additional research funding for The University of Texas at Austin. 
In consideration of this Agreement, LICENSEE agrees that Common 
Stock of Biotect shall be issued and outstanding in the amounts 
set forth on Attachment A hereto at the time a sublicense is 
granted by LICENSEE to Biotect hereunder. 

6. 2 BOARD shall have the right to notice of and to attend 
all meetings of the board of directors of Biotect. 

VII. TERM AND TERMINATION 

7.1 The term of this Agreement shall extend from the 
Effective Date set forth above to the full end of the term or 
terms for which PATENT RIGHTS have not expired, and if only 
TECHNOLOGY RIGHTS are licensed and no PATENT RIGHTS are 
applicable, for a term of ten (10) years from the Effective Date. 

7.2 This Agreement will earlier terminate: 

(a) automatically if LICENSEE shall become bankrupt or 
insolvent and/or if the business of LICENSEE shall be placed 
in the hands of a receiver, assignee, or trustee, whether by 
voluntary act of LICENSEE or otherwise; or 

(b) upon ninety (90) days written notice if LICENSEE 
shall breach or default on any obligation under this License 
Agreement; provided, however, LICENSEE may avoid such 
termination if before the end of such period LICENSEE 
notifies BOARD that such breach has been cured and states the 
manner of such cure. 

7.3 Upon termination of this Agreement for any cause, 
nothing herein shall be construed to release either party of any 
obligation matured prior to the effective date of such 
termination. LICENSEE may, after the effective date of such 
termination, sell all LICENSED PRODUCT and parts therefor that it 
may have on hand at the date of termination, provided that it pays 
earned royalty thereon as provided in this Agreement. 
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VIII. INFRINGEMENT BY THIRD PARTIES 

8.1 LICENSEE shall have the right, but not the obligation, 
of enforc~ng at its expense any patent exclusively licensed 
hereunder against infringement by third parties and shall be 
entitled to retain recovery from such enforcement. LICENSEE shall 
pay BOARD royalty on any monetary recovery actually received by 
LICENSEE (after deduction of all costs and expenses, including 
attorneys' fees) to the extent that such monetary recovery by 
LICENSEE is held to be a reasonable royalty or damages in lieu 
thereof. In the event that LICENSEE does not file suit against a 
substantial infringer of such patents within six ( 6) months of 
knowledge thereof, then BOARD shall have the right to enforce any 
patent licensed hereunder on behalf of itself and LICENSEE (BOARD 
retaining all recoveries from such enforcement) andjor reduce the 
license granted hereunder to nonexclusive. BOARD shall notify 
LICENSEE and LICENSEE shall notify BOARD of any infringement of 
PATENT RIGHTS which may come to the attention of BOARD or 
LICENSEE. 

8.2 In any suit or dispute involving an infringer, the 
parties shall cooperate fully, and upon the request and at the 
expense of the party bringing suit, the other party shall make 
available to the party bringing suit at reasonable times and under 
appropriate conditions all relevant personnel, records, papers, 
information, samples, specimens, and the like which are in its 
possession. 

IX. ASSIGNMENT 

This Agreement may not be assigned by LICENSEE without the 
prior written consent of BOARD. This paragraph shall not be 
construed to require the consent of BOARD in order for LICENSEE to 
grant sublicenses consistent with this Agreement. 

X. PATENT MARKING 

LICENSEE agrees to mark permanently and legibly all products 
and documentation manufactured or sold by it under this _Agreement 
with such patent notice as may be permitted or required under 
Title 35, United States Code. 

XI. INDEMNIFICATION 

LICENSEE shall hold harmless and indemnify BOARD, SYSTEM, 
UNIVERSITY, its Regents, officers, employees and agents from and 
against any claims, demands, or causes of action whatsoever, 
including without limitation those arising on account of any 
injury or death of persons or damage to property caused by, or 
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arising out of, or resulting from, the exercise or practice of the 
license granted hereunder by LICENSEE or its officers, employees, 
agents or representatives. 

XII. USE OF BOARD'S AND COMPONENT'S NAME 

LICENSEE shall not use the name of The University of Texas at 
Austin, SYSTEM, BOARD, or Regents without express written consent. 

XIII. CONFIDENTIAL INFORMATION 

13.1 BOARD and LICENSEE each agree that all information 
contained in documents marked "confidential" which are forwarded 
to one by the other shall be received in strict confidence, used 
only for the purposes of this Agreement, and not disclosed by the 
recipient party (except as required by law or court order), its 
agents or employees without the prior written consent of the other 
party, unless such information (a) was in the public domain at the 
time of disclosure, (b) later became part of the public domain 
through no act or omission of the recipient party, its employees, 
agents, successors or assigns, (c) was lawfully disclosed to the 
recipient party by a third party having the right to disclose it, 
(d) was already known by the recipient party at the time of 
disclosure, (e) was independently developed or (f) is required to 
be submitted to a government agency pursuant to any preexisting 
obligation. 

13.2 Each party's obligation of confidence hereunder shall be 
fulfilled, by using at least the same degree of care with the 
other party's confidential information as it uses to protect its 
own confidential information. This obligation shall exist while 
this Agreement is in force and for a period of two ( 2) years 
thereafter. 

XIV. PATENTS AND INVENTIONS 

LICENSEE shall reimburse BOARD for all reasonable expenses 
actually incurred by BOARD in searching, preparing, filing, 
prosecuting and maintaining paten~ applications and patents 
relating to PATENT RIGHTS. If after consultation with LICENSEE it 
is agreed by BOARD and LICENSEE that a patent application should 
be filed for LICENSED SUBJECT MATTER, BOARD will prepare and file 
appropriate patent applications, and LICENSEE will pay the cost of 
searching, preparing, filing, prosecuting and maintaining same. 
If LICENSEE notifies BOARD that it does not intend to pay the cost 
of an application, or if LICENSEE does not respond or make an 
effort to agree with BOARD on the disposition of rights in the 
subject invention, then BOARD may file such application at its own 
expense and LICENSEE shall have no rights to such invention. 
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BOARD will give LICENSEE a copy of any applications on which 
LICENSEE has paid the costs of filing, as well as copies of any 
documents received or filed during prosecution thereof. 
Reimbursements due BOARD hereunder shall be paid by LICENSEE 
within thirty (30) days of its receipt of a bill from BOARD. 
Amounts paid to BOARD by LICENSEE hereunder in excess of an 
aggregate of $5,000 shall be advances against royalties due or to 
become due under paragraph 5.1 hereof. 

XV .. GENERAL 

15.1 This Agreement and the SPONSORED RESEARCH AGREEMENT 
constitutes the entire and only agreements between the parties for 
LICENSED SUBJECT MATTER and all other prior negotiations, 
representations, agreements, and understandings are superseded 
hereby. No agreements altering or supplementing the terms hereof 
may be made except by means of a written document signed by the 
duly authorized representatives of the parties. 

15.2 Any notice required by this License Agreement shall be 
given by prepaid, first class, certified mail, return receipt 
requested, addressed in the case of BOARD to: 

with a copy to: 

BOARD OF REGENTS 
The University of Texas System 
201 West 7th Street 
Austin, Texas 78701 
ATTENTION: System Intellectual 

Property Office 

Executive Vice President and Provost 
The University of Texas at Austin 
Main Building 201 
Austin, Texas 78712 

or in the case of LICENSEE to: 

with a copy to: 
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Research Applications, Inc. 
400 West 15th Street, Suite 1003 
Austin, Texas 78701 
ATTENTION: Dale M. Mosier, President 

Shapiro, Edens & Cook 
2200 One American Center 
600 Congress Avenue 
Austin, Texas 78701 
ATTENTION: William R. Volk 
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or such other address as may be given from time to time under the 
terms of this notice provision. 

15.3 LICENSEE shall comply with all applicable federal, state 
and local laws and regulations in connection with its activities 
pursuant to this Agreement. 

15.4 This License Agreement shall be construed and enforced 
in accordance with the laws of the United States of America and of 
the State of Texas. 

15. 5 Failure of either party to enforce a right under this 
Agreement shall not act as a waiver of that right or the ability 
to later assert that right relative to the particular situation 
involved. 

15.6 Headings included herein are for convenience only and 
shall not be used to construe this Agreement. 

15.7 If any provision of this Agreement shall be found by a 
court to be void, invalid or unenforceable, the same shall be 
reformed to comply with applicable law or stricken if not so 
conformable, so as not to affect the validity or enforceability of 
the remainder of this Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused their duly 
authorized representatives to execute this Agreement. 

RESEARCH APPLICATIONS, INC. 

By: 
o=-a~l-e~M~.~M~o-s-~~·-e_r ______________ _ 

President 
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BOARD OF REGENTS OF THE 
UNIVERSITY OF TEXAS SYSTEM 

By: 
~M~i~c~h~a~e~l~E=-.~P~a~t~r~i~c~k~---------

Executive Vice Chancellor 
for Asset Management 

APPROVED AS TO CONTENT: 

By: 
~G~.~J~.~F~0-n~k_e_n ______________ ___ 

Executive Vice President 
and Provost 
The University of Texas 
at Austin 
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ATTACHMENT A 

Outstanding Capital Stock 
of 

Biotect Corporation 

shares 
Common Stock (1) 

Research Applications, Inc. 300,000 

Board of Regents 300,000 

Professor G. Barrie Kitto 100,000 (2) 

Total: 700,000 

% ownership 

42.9% 

42.9% 

14.3% 

100.0% 

( 1) 300, 000 additional shares of Common Stock wi 11 be reserved 
for issuance to management and by employees pursuant to 
options, stock bonus, stock purchase or other incentive 
compensation plans or arrangements. 

(2) The shares issued to Dr. Kitto will "vest" pursuant to a 
shareholder agreement over a four-year period. 
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LAND AND INVESTMENT COMMITTEE 

ADDITIONAL ITEM 

AUGUST 10, 1989 

IV. OTHER MATTER 

u. T. System: Recommendation to Appoint a Master 
Trust Custodian for the Permanent University Fund 
and Authorize the Executive Vice Chancellor for 
Asset Management to Negotiate and Execute a Master 
Trust Custodian Contract and Related Documents.--

RECOMMENDATION 

This item was considered at the June 1989 meeting of the 
U. T. Board of Regents and action was deferred. The 
Land and Investment Committee will present a recommenda­
tion at the meeting. 

BACKGROUND INFORMATION 

In October 1988, the Texas State Treasury Department 
issued AN ORDER OF THE TREASURER TO THE STATE OF TEXAS 
APPROVING ELIGIBLE MASTER TRUST CUSTODIAN BANKS TO SERVE 
AS DEPOSITORIES OF SECURITIES OF THE SEVERAL INVESTING 
AGENCIES OF THE STATE OF TEXAS ACTING THROUGH THE TEXAS 
STATE TREASURY DEPARTMENT which allows the Board to 
select a Master Trust Custodian for the Permanent Uni­
versity Fund from the list of approved eligible Master 
Trust Custodian banks. A Request For Proposal was 
issued and sent to each of the eligible banks and a 
response has been received and reviewed in detail by 
the Office of Asset Management. The recommendation 
is based on this review, which included on-site visits 
at the bank operational centers, computer testing to 
determine U. T. System and bank systems compatibility, 
and proposal pricing analysis using fiscal 1988 trans­
actional volumes and variance testing. U. T. System 
auditors also participated in all stages of the review. 
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Executive Session of the Board 



Date: 

Time: 

BOARD OF REGENTS 
EXECUTIVE SESSION 

Pursuant to Vernon's Texas Civil Statutes 
Article 6252-17, Sect~ons 2(e), (f) and (g) 

August 10, 1989 

12:00 p.m. The Board will convene in Open Session 
and immediately recess to Executive 
Session. The Open Session will recon­
vene about 1:00 p.m. or upon recess of 
Executive Session and continue through 
adjournment. 

Place: Regents' Conference Room and Regents' Meeting Room, 
Ninth Floor, Ashbel Smith Hall 

1. Pending and/or Contemplated Litigation - Section 2(e) 

a. U. T. Health Science Center - Houston: 
Proposed Settlement of Medical Liability 
Litigation 

b. U. T. Health Science Center - Houston: 
Proposed Settlement of Medical Liability 
Litigation 

c. U. T. Health Science Center - Houston: 
Proposed Settlement of Medical Liability 
Litigation 

d. U. T. Health Science Center - Houston: 
Proposed Settlement of Medical Liability 
Litigation 

2. Land Acquisition, Purchase, Exchange, Lease or Value of 
Real Property and Negotiated Contracts for Prospective 
Gifts or Donations - Section 2(f) 

U. T. El Paso: Request for Authorization 
to Purchase 4.677 Acres of Land with 
Improvements in El Paso, Texas 

3. Personnel Matters [Section 2(g)] Relating to Appointment, 
Employment, Evaluation, Assignment, Duties, Discipline, 
or Dismissal of Officers or Employees 

a. U. T. System: Consideration of Personnel 
Aspects of the 1989-90 Operating Budgets, 
Including Auxiliary Enterprises, Grants 
and Contracts, Designated Funds, Restricted 
Current Funds, and Medical and Dental Ser­
vice, Research and Development Plans 

b. u. T. Health Science Center - Houston: 
Consideration of Personnel Matters 
Related to the Possible Election and 
Employment of a President 
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