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ITEM 1.01. ENTRY INTO A MATERIAL DEFINITIVE AGREEMENT. 
 
      On April 24, 2006, the Compensation Committee adopted a Senior Management 
Bonus Plan covering the senior management of the Company, including the 
Company's five executive officers: Edward O. Lanphier II, Dale G. Ando, M.D., 
David Ichakawa, Philip Gregory, D. Phil. and Greg S. Zante ("Executives"). Under 
the Plan, bonuses ranging from 15% to 50% of base salary will be awarded by the 
Compensation Committee to the Executives based on the Company's achievement of 
corporate objectives for 2006 and the performance of each Executive. The 2006 
corporate objectives include initiation of additional clinical trials, business 
development goals, program prioritization, and cash management. Awards will be 
based on the Compensation Committee's judgment of the degree to which the 
Company achieves its 2006 corporate objectives and the contribution of each 
Executive towards the Company's success. 
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