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Item 1.01 Entry into a Material Definitive Agreement.
 

On January 6, 2006, the Compensation Committee of our Board of Directors established base salary and equity compensation for 2006 and approved bonuses for 2005
for our executive officers. The following table sets forth the 2006 base salary and equity compensation and the 2005 bonuses to be paid to our executive officers:
 

Name and Title    

  

2006 Base
Salary

  

Stock Options

  

Restricted
Stock Awards

  

2005
Bonus

Vijay B. Samant, President and Chief Executive Officer   $435,000  60,000  20,000  $150,000
David C. Kaslow, Chief Scientific Officer   $315,000  20,000  9,300  $ 75,000
Jill M. Church, Vice President, Chief Financial Officer and Secretary   $260,000  20,000  7,000  $ 60,000
 

The stock options described above (i) were granted pursuant to our Amended and Restated Stock Incentive Plan (the “Plan”), (ii) terminate ten years after the date of
grant, or earlier in the event the optionholder’s service to us is terminated and (iii) have an exercise price per share of $4.54, or the closing price of our common stock as
reported on the Nasdaq National Market for Friday, January 6, 2006. Subject to the optionholder’s continued service to us, 25% of the shares of common stock subject to such
stock options vest on the first anniversary of the date of grant, and the remaining shares vest quarterly over the following three years; provided that such shares vest in full in the
event of a change in our control.
 

The restricted stock awards described above (i) were granted pursuant to the Plan and (ii) enable the holders of such restricted stock awards to purchase shares of our
common stock at a purchase price of $0.01 per share, with settlement to occur on one or more future dates that are no earlier than the vesting dates for the shares being
purchased on such dates. Subject to the recipient’s continued service to us, 25% of the shares of common stock subject to such restricted stock awards vest on the first
anniversary of the date of grant, or, if by January 31, 2006, the recipient elects to defer delivery of such shares beyond the vesting date, then any shares subject to the award that
would otherwise vest within the 12-month period following the date of such election shall instead vest on January 31, 2007. The remaining shares vest quarterly over the
following three years; provided that such shares vest in full in the event of a change in our control.
 

In addition to the 2006 base salary and equity compensation described above, the Compensation Committee approved a payment of up to $50,000 to Mr. Samant for
2006 to cover expenses related to relocation to the San Diego area.
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