i

T et e

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549 RECD 5.5.C.
FORM 10-K MAR 11993
(Mark One)

B Annual Repor Pursuant To Section 13 Or 15(d) Of The Sedyrities__ FEE 31

Exchange Act Of 1934

For the fiscal year cm(l)cg December 31, 1992,

1 Transition Report Pursuant to Section 13 or 15(d) Of The Securities

Exchange Act Of 1934

For the transition period from to

Commission File Number 0-19091.

Applied Immune Sciences, Inc.
(Exact name of registrant as epecified in itg charter)

DELAWARE 06-1063065
(State or other jurisdiction of (LR.S. Employer
mcorpqmion o Organization) Identification No.)

5301 Patrick Henry Drive, Santa Clara, California 95054-1114
(Address of principal executive offices)

(4G8) 492-9200
{Registrant's telephone numberz, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each on which registered
Comron Stock, $.01 par value NASDAQ National Market System
Securities registered pursuant to Section 12(g) of the Act:

None

Indicate by cheek mark whether the registrant (1) has filed all reports required to be filed
by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or
for such shorter period that the registrant was required to file such reports), and (2) has been

subject to such filing requirements for the past 90 days. Yes X No _

Indicate by check mark if disciosure of delinquent filers pursuant to [tem 405 of Regulation

S-K is not contained herein, and wiil not be contained, to the best of registrant's knowledge, in
definitive proxy or information statements incorporated by reference in Part 11 of this Form 10-K
or any amendment to this Form 10-K. { ]

The aggregate market value of the Commaon Stock of the regisirant held by non-affiliates
as of February 24, 1993 was $126.990,516.75. ’

The number of shares of Common Stock outstanding at February 24, 1993 was
10,215,583 shares. o

PROCERRTD BY

n“,l{
A%

MAR 3t 19

G
INCGR




EXHIBIT 10.20




A00

NON-EXCLUSIVE CENBE AG

THIS AGREEMENT, effective as of bEC}Z«l\%E’-}f_ 23 , 1992, is Cj})\

between BAXTER HEALTHCARE CORPORATION a corperation of the State _ki

of Delaware (BAXTER) having its principal place of business at
One Baxter Parkway, Deerfield,Il. and Applied Immune Sciences,
Inc. (LICENSEE) (LICENSEE), a corporation of the State of
EbiiL.hm&MHQEL_ having its principal place of business at
5301 Patrick Henry Drive, 3anta Clara, California, 95052.

RECITALS
BXXQE:QFas acquired certain rights under PATENTS (as defined
herein) congerning a

-

FIELD, as defined herein, from Becton Dickenson and
Company (BECTON) pursuant tc a separate License Agreement
effective August 24, 1990, (Hereinafter "PRIOR LICENSE");

LICENSEE has an interest in acquiring a non-exclusive
license under such PATENTS for use in the FIELD;

BAXTER is interested in licensing said PATENTS;

NOW, THEREFORE, in consideration of the premises and of the

performance of the covenants herein contained, the parties agree
as follows:

Article I. DEFINITIONS
1.1 "“EFFECTIVE DATE" shall mean the date first written above.

-1— (*) This portion has been omitted and
filed separately with the Commission.
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1.2 *YPATENTS" shall nmean the following U.S. Patents:
Py 4,714,680, HUMAN STEM CELLS, issued 12/22/87

. 4,965,204, HUMAN STEM CELLS AND MONOCLONAL ANTIBODTES,
issued 12/23/90.
L) 5,035,994, HUMAN STEM CELLS AND MONOCLONAL ANTIBODIES .

issued 7/30/91.
° 5,130,144, HUMAN STEM CELLS AND MONOCLONAL ANTIBODIES,
issued 7/14/92.

1.3 “LICENSED PRODUCT(S)" shall mean: (1)} a biological product,
including, without limitation, (i) a whole antibody, fragments or
portions thereof and recombinant and single chain antibodies,

(ii) a hybridoma for producing such antibody, including the
hybridoma itself, and (iii) a cell or cellular composition for
which the making, having made, using or selling of the same would
infringe one or more claims of one or more PATENTS; and (2) a
device, kit or system useful for the selection ar separation of a
biolcgical product, which device, kit or systam may include
without limitation, biological products, separation devices, or
other reagents, for which the wmaking, having made, using or
selling of the same would infringe one or more claims of one or
more PATENTS: all of the foregoing navertheless being restricted

to their relation to or application in the s FIELD and
%
1.4 FIELD" shall mean that field
x
-2-
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1.5 M“FIRST COMMERCIAL SALE" shall mean the first sale of any
LICENSED PRODUCT by LICENSEE.

1.6 "“Net Sales Price" shall mean the gross selling price, less
the following items but only insofar as they actuaily pertain to
the sale of such LICENSED PRCODUCT by LICENSEE and are included in
such gross selling price, to the extent such items (except items
(a) and (d) belaow) are separataly billed:

(a) usual trade and cash discounts actually allowed
other than advertising allowances;

{(b) import, export, excise, sales andfor use taxes,
and custon duties;

(c) cost of insurance and transportation from the
place of manufacture to the customer's premises or point of
distribution; and

(d) credit for returns, allowances, or trades and
retroactive price reductions.

1.7 "LICENSEE™ and "BAXTER" shall include their respective
affiliates. Affiliate shall mean a corporation of which a party
has direct or indirect cwnership of at least fifty percent (50%)
of the voting stock.

~3= (*) This portion has been omitied and
filed separatcly with the Commissioa.
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Article II. LICENSE GRANTS
As of the EFFECTIVE DATE of this Agreement, BAXTER hereby
grants to LICENSEE a non-exclusive, non-transferable, worldwide
license under PATENTS toc make, have made, use, and sell LICENSED
PRODUCTS in the - FIELD, with no right to grant any
sublicense under this Agreement.

Article IIXI. Goverpnment Rights
3.1 All rights grantad by BAXTER to LICENSEE under this

Agreement are subject to the requirements of Public Law 96-517,
as amended, and any applicable implementing requlations.
LICENSEE acknowledges that, if a conflict arises between the
conditions of this Agreement and the rights of the Federal
Government, LICENSEE's rights may be subordinate to the
legitimate rights of the Federal Government.

3.2 Notwithstanding any provisions in this Agreement,
BAXTER disclaims any and all cbligations or liabilities arising
under the provisicns of this Agreement if LICENSEE is charged in
a governmental action for not complying with or failing tc comply
with governmental regulations in the course of taking steps to
bring any LICENSED PRODUCT tc a point of practical application.

3.3 LICENSEE shall comply with all reasonable governmental
requests directed to either LICENSEE or BAXTER and provide all
information and assistance necessary to comply with said
reasonable requests. Failure of LICENSEE to comply with this
provision shall be considered a material breach of this
Agreement.

w4 (*} This portion has been omitted and
filed separately with the Commission.




3.4 LICENSEE agrees that all of its research, development
and marketing activities under this Agreement shall comply with
all governmental requlations in force and effect including, but
not limited to, federal, state and nunicipal legislation.

Article IV. PATENT MAINTENANCE
4.1 Costs. All future patent costs pertaining to PATENTS
whether ar not such PATENTS are pending on the EFFECTIVE DATE,
including preparation, filing, and prosecution of patent
applications, issuance, taxation, and maintenance costs shall be

borne by * in accordance with the terms of the
€ .

4.2 Control. All control over PATENTS will be in >*x
* in accordance with the terms of the 56

Article V. PAYMENT BY LICENSEE

5.1 Cash. Within Thirty (30) days of the EFFECTIVE DATE of this

Agreement, LICENSEE shall pay BAXTER the sum of 3¢
*
5.2 Rovaltjes. LICENSEE shall pay to BAXTER the following
running royalty until ¢
4 :
5.2.1 % royalty on NET SALES for each
LICENSED FRODUCT sold by LICENSEE for USE, when the

making, having made, using or selling or such LICENSED
PRODUCT would infringe one or more claims of one or more

PATENTS if not for this license regardless of where the
product is =sold.

plai

5.2.2 > royalty on NET SALES for each
LICENSED PRODUCT sold by LICENSEE for USE, when
-5- (*) This portion has been omitied and

filed separately with the Commission.




the making, having made, using or selling or such LICENSED
PRODUCT would infringe one or more clains of one or more
PATENTS if not for this license regardless cf where the
product is sold.

5.2.3 Wwhere LICENSED PRODUCT being sold is used for either

THERAPEUTIC USE and RESEARCH USE then the higher of the two
royalty rates shall apply for such LICENSED PRODUCTS.

(*) This portion has been omitted and
filed separately with the Commission.
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5.4. C enc v on. All amounts payable hereunder by
LICENSEE shall be payable in United States dollars; provided,
howavaer, that if any payment on account of Net Sales Price is
received by LICENSEE in a currency other than United States
dollars, such amount shall be converted to United States dollars
at the average daily rate set by Citibank in New York City for
the quarterly reporting period and the payment shall be computed
on the net amount of United States dollars received Ey LICENSEE
after payment cf the costs of conversion. LICENSEE may further
deduct any taxes required by a governmental agency to be withheld
in respect of royalties payable.

5.5 Curren estrictions. If restrictions on the transfer of
currency exist in any country such as to prevent LICENSEE from
making payments in the United States, LICENSEE shall take all
reasonable steps to obtain a waiver of such restrictions or
othervise to enable LICENSEE to make such payments, failing which
LICENSEE shall make the royalty payments due upon sales in such
country in local currency and deposit such payments in a local
bank or cther depository designated by BAXTER.

Article VI. ACCO G
6.1 Reports. LICENSEE shall report in writing to BAXTER within
sixty (60) days after the end of each calandar quarter the
guantities of LICENSED PRODUCT subject to royalties hereunder
that were sold by LICENSEE during said quarter, and the
calculation of the rayalties thereon. Such report shall also
specify whether such LICENSED PRODUCTS were sold for THERAPEUTIC
USE or RESEARCH USE, or both. With saigd report LICENSEE shall
pay to BAXTER the total amount of said royalties that have not
been paid in advancae. TIf no LICENSED PRODUCT subjaect to royal-

-7- (*) This portion has been omitied and
{iled scparatety with the Commission.




ties hereunder has been sold by LICENSEE during any such period,
LICENSEE shall so report in writing to BAXTER within sixty (60)
days after the end of such pericd. Reports, notices, rovyalty
payments, and other communications hereunder shall be sent to the
appropriate party at the following address:

For BAXTER:

President

Baxter Biotech Group
Immunotherapy Division
3015 S. Daimler Ave.
Santa Ana, California

6.2 Records. LICENSEE shall keep adequate records in sufficient
detail to enable the royaltias payable by LICENSEE hereunder to
be determined, and permit said records to be inspected at any
time during regular business hours by an independent auditor
appointed by BAXTER for this purpose, who shall report %o BAXTER
only the amount of the royalties payable hereunder.

Article VIT. INFRINGEMENT
7.1 Infringement by LICENSEE. In the event that LICENSEE is
sued for infringement by reason of making, using, or selling
LICENSED PRODUCT, LICENSEE shall notify BAXTER in writing of the
suit and shall defend such suit at LICENSEE's own expense;
provided, however, that if such suit alleges invalidity or
unenforceability of PATENTS, then BAXTER, at its sole discretion,
may request joinder in the suit for the purposes of defending the
PATENTS. BAXTER shall have the right to provide advice and
assistance in any such litigation at its expense, unless such
advice and assistance is requested by LICENSEE, then it shall be
at LICENSEE's expense. In the event BAXTER is joined in such
litigation, BAXTER shall have the right to defend itself with
counsel of its chcice, at its exbense.

pixe



7.2

Inf
(a)

(b)

(¢)

ingement by Thi .

LICENSEE shall nctify BAXTER of any infringement by a
third party of any PATENTS and shall provide BAXTER
with the available evidence, if any, of such
infringement.

BAXTER shall have the exclusive right and sole
discretion during the term of this Agreement, subject
toc BAXTER's obligations and rights under the PRIOR
LICENSE, to bring suit or other proceeding against the
infringer in its own name and LICENSEE shall be kept
informed at all times of all such proceedings taken by
BAXTER. If BAXTER requests, LICENSEE may, in
LICENSEE's discretiaon, join BAXTER as a party to
lawsuit or other proceeding at LICENSEE's expense:;
however, BAXTER shall retain control of the prosacution
of such suit or proceedings, as the case may be

pursuant to BAXTER's rights and obligations under the
PRTIOR AGREEMENT.

Nothing in this Agreement shall be construed as
cbligating BAXTER, or giving LICENSEE the right, to

proceed against a third party infringer of ona or mora
PATENTS.

Article VIII. ON OF W ND IN ON
8.1.

BAXTER warrants and represents that it is a licensee

under, with the right to grant this sublicense to LICENSEE under
the PATENTS.

8.2 Nothing in this Agreement shall be construed as:

(a) a warranty or representation by BAXTER as to the

validity or scope of any of the PATENTS; or

(b) a warranty or representation by BAXTER that

anything made, used, sold or otherwise disposed of under any

-G
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license or sublicense granted in this Agreement is or will be
free from infringement cof patents or other rights of third
parties; or

(c) an obligation of either party to bring, prosecute
or defend actions or suits, or to assist the other party in
bringing, prosecuting or defending, against third parties for
infringement, sublject tc and except as provided in Article VII
hereof; or

(d) conferring the right to use in advertising,
publicity or otherwise any trademark, trade name, or names, or
any contraction, abbreviation, simulation or adaptation thereof,
of either party; or the name of & or
any contraction thereof or the name cf any of its employees,
faculty, students, inventors, officers, and trustees in any
advertising, promotional, or sales literature without the prior
written consent of Sk or

(e) conferring by implication, estoppel or otherwise
any license or rights under any patents of BAXTER other than the
PATENTS, regardless of whether such patents of EAXTER othar than
the PATENTS, regardless of whether such patents are dominant or
subordinate to the PATENTS.

8.3 DISCLAIMER OF WARRANTIES. EXCEPT AS OTHERWISE EXPRESS-
LY PROVIDED HEREIN, BAXTER EXPRESSLY DISCLAIMS ALL WARRANTIES,
EXPRESS OGR IMPLIED, INCLUDING WITHOUT LIMITATION WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE.

8.4 LICENSEE shall defend, indemnify and hold BAXTER and
its Affiliates harmless from and against any and all claims,
suits and expensas, including reasonable attorney expenses, bhased
on LICENSEE's and its Affiliates’ manufacture, use and sale of
the Licensed Product.

—.10-
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8.5 LICENSEE shall defend, indemnify, and hold BAXTER
harmless from and against any and all clairxs, suits, and expenses
including attorney expenses based on any act or onission of
LICENSEE in the manufacture, use, or distribution of LICENSED
PRODUCT.

8.6. Each of the parties represents to each other that it
has the full right to enter into this Agraeement, that there are
no agreements or commitments which would prevent either from
satisfying each and every responsibility, obligation and covenant
it has assumed under this Agreement.

Article IX. T ERMI on
9.1 Default. If either party shall fail to perform any of its
obligations under this Agreement, the non-defaulting party may
give written notice of the default to the defaulting party.
Unless such default is corrected within sixty (60) days after
receipt of such notice, the notifying party may terminate this
Agreement upon thirty (30) days' prior written notice.

9.2 Ternm. Unless otherwise terminated, as provided for in this
Agreement, this Agreement will continue on a basis until the

* .

9.3 Survivabjlity. Articles 31 and 7 shall survive the termina-
tion of this Agreement.

Article X. GRANT BACKS
10.1 Improvements LICENSEE agrees to grant to BAXTER

K

. Following such
request, the parties shall enter into discussions concerning such

-11- . (*) This porticn has been omitted and
filed sepanately with the Commission.
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10.2 Oyphan Drug Ligense LICENSEE and BAXTER agree to grant each
other a non-exclusive right to practice, free of any royalty,
under the terms of an Orphan Drug License, ar other regulation
pertaining to drugs or devices which provide the holder an
exclusive right to practice a therapy, which either party obtains

*x
. However, nothing contained
in this Article X shall require or confer upon either party the
right to obtain a license, or other right to practice, under the
patents, Know-how or technology cf that party which obtained the
orphan Drug License.

Article XI. MISCELLANEOUS
11.1 Integration. This Agreement constitutes the entire
understanding between the parties with respect to the subject
mattexr hereof, and supersedes and replaces all prior agreements,
understandings, writings, and discussions between the parties
relating to said subject matter.

11.2 amendments. This Agreement may he amended only ky a written
instrument executed by the parties. The failure of either party

-12- (*) This portion has been omitted and
filed scparaicly with the Commission.
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at any time or times to require performance of any provision
hereof shall in no manner affect [ts rights at a later time to
enforce the same. No waiver by either party of any condition or
term in any one or more instances shall be construed as a further
or continuing waiver of such conditicn or term or any other

condition or term.

11.3 Successors. This Agreement shall be binding upon and inure
to the benefit of and be enforceable by the parties hereto and
their respective successors and permitted assigns.

11.4 Assiqgnability. This Agreement shall not be assignable by
either party without the other party's prior written consent,
except for BAXTER's right to receive royalties payable hereunder,
and except by BAXTER as part of a sale or transfer of
substantially the entire business relating to operations pursuant
to this Agreement. LICENSEE shall only be able to assign this
Agreement as part of a sale or transfer of substantially the
entire business relating to operations pursuant to this Agreement
after obtaining BAXTER'S written consent, which cecnsent shall not
be unreasonably withheld. This Agreement shall be binding upon
and inure to the benefit of the successors and assigns of the
respective business of BAXTER and LICENSEE to which this
Agreement relates.

11.5 Notices. Any notice and payment of royalties reguired or
permitted to be given hereunder shall be deemed sufficient if
mailed by registered or certified mail (return receipt regquest-

ed), or delivered by hand to the party to whom such notice is
required.

11.6. If any part of this Agreement is found to infringe any
applicable law or regqulation or is otherwise unenforceable or
ineffective then this Agreement shall thereafter be construed and
have effect as if the part of the Agreement that is unenforceable

-]13~-
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or ineffective was deleted therefrom provided that either party
shall be entitled at any time thereafter to serve notice upon the
other requiring that the parties shall seek to negotiate
alternative terms to replace the terms that are infringing,
unenforceable or ineffective and the parties shall in good faith
seek to negotiate such terms but if such alternative terms are
not agreed within four (4) months of the date of the reguired
notice then either party shall be entitled to give not less than
two (2) months notice to terminate this Agreement.

11.7 Titles. All titles and subtitles used in this Agreement are
for purposes of illustration or organization and are not legally
binding on the Parties.

11.8 Relationship of the Parties. Nothing in this Agreement is
intended or shall be deemed to constitute a partnership, agency,
employer-employee, or joint venture relationship between the
Parties.

11.9 Further Acts and Ipnstruments. Each Party hereto agrees to
execute, acknowledge, and deliver such further instruments and to
do all such other acts as may be necessary or appropriate to
effect the purpose and intent of this Agreement.

11.10 Export Restrictions. This Agreement is made subject to any
restrictions concerning the export of products or technical data
from the United States of America that may be imposed upon BAXTER
or LICENSEE from time to time by the Government of the United
States of America. Furthermore, LICENSEE agrees that at no time,
either during the term of this Agreement or thereafter, will it
export, directly or indirectly, any United States source
technical data acquired from BAXTER under this Agreement or any
diraect products of that technical data to any country for which
the U.S. Government or any agency thereof at the time of export
requires an export license or other governmental approval,

-14-
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without first obtaining that license or approval when required by
applicable United States law.

11.11 Choice of Law. This Agreement shall be governed by and
construed and interpreted in accordance with the laws of the
State of Illinois.

11.12 Notjicesg. Any and all reports, notices, and other < ?1k//
communicaticns hereunder, aexcept as provided under Article ¥, QQ'

shall be sent to the appropriate party at the following address: o

For BAXTER:

John Osth, President
Baxter Biotech Group
Inmunotherapy Divisioen
3015 S. Daimler Ave.
Santa Ana, California

Michael Schiffer, Esq.
Assistant General Counsel
Baxter Healthcare Corporation
2132 Michelson Drive

Irvine, California

For LICENSEE:

James G. smith, COO

Applied Immune Sciences, Inc.
5301 Patrick Henry Drive
Santa Clara, CA 95052

11.13 BAXTER'S obligatjons. Nothing in this Agreement shall be
construed to prohibit or limit in any manner BAXTER's right to
grant licenses for PATENTS to any third party. BAXTER may issue
public announcements or press releases relating to the existence

and/or subject matter of this Agreement and to the identity of
LICENSEE.
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11.14 LICENSEE's Rjghtg. LICENSEE may not issue public announce-
ments or press releases relating to the existence of this
Agreement and to the identity of BAXTER as licensor without the
prior written approval of BAXTER. Further, LICENSEE shall neot
include in announcements or releases any mention or indication
that BAXTER endorses the nanufacture, use, or sale of any
LICENSED PRODUCT by LICENSEE. If LICENSEE is obligated to issue
a public announcement or praess release relating to the existence
of this Agreement pursuant to United States Security laws or
regulations, LICENSEE agrees not to make such announcement or
release without BAXTER's prior review, and further agrees to
cooperate with BAXTER in the defining the content of such
announcement or release; provided that LICENSEE shall remain free
to make an announcement required under the United States Security
laws or regqulations without prior review by BAXTER, if LICENSEE
is informed by its legal counsel that such announcenent is
legally required to be made prior to the closing of the stock
market on the same day LICENSEE is informed by legal counsel.

11.15 LICENSEE shall maintain in confidence, not disclose to
others and use only for the purposes of making, having made,
using and/or selling LICENSED PRODUCT any information that it
receives from BAXTER pursuant to this Agreement, and which
information is marked "CONFIDENTIAL", provided that any orally or
visually present information shall be marked or indicated as

being CONFIDENTIAL within thirty (30) days of disclosure of the
same to LICENSEE.

11.15.1. The foregoing restrictions against use and

disclosure of "CONFIDENTIAL" information shall not apply to
information that:

(a) is or becomes publicly known through no fault of
LICENSEE

=16~
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(b) comes into possession of LICENSEE fronm a party
not under ckbligation of secrecy to BAXTER or

(c) was in LICENSEE's possaession pricr to its receipt
from BAXTER, as shown by its written records.

11.15.2 The obligation against use or disclosure of
CONFIDENTIAL information shall survive for five (5) vears
atter terminaticn of the Agreement.

11.16. BAXTER has informed LICENSEE, and LICENSEE acknowledges
the same, that BAXTER and BECTON may renegotiate somé of the
terms and conditions of the PRIOR LICENSE. LICENSEE agrees that
this Agreement may be modified, at BAXTER's sole discretion, in
accordance with any such renegotiated terms and conditions;
provided that LICENSEE's rights to make, have made, use and sell
LICENSED PRODUCTS within the /X- FIELD is not
substantially affected.

The parties have duly executed this Agreement as of the date
first above written.

BAXTER HEALTHCARE CORP. APPLIED IMMUNE SCIENCES, INC

By: WM‘EM’L\

dJames—saith, Senicor V.P.

Immunotherapy Division and Chief Gpevating Officer
y NG LA
Dmm:llh*ML o Date:  (2-1-3-7L-
~17- (*) This portion has been omitied and
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