THE UNIVERSITY OF MICHIGAN
Approwved by the Regents

REGENTS COMMUNICATION Fane 19, 2008

ACTION REQUEST

Subject: Subcontract Agreement between the University of Michigan
and Nico Technologies Corporation

Action Requested: Authorization to enter into Agreement

Preamble:

A statutory conflict of interest situation was identified by the Division of
Research, Development and Administration while reviewing the Proposal
Approval Form. This then triggered a review by the OVPR Conflict of Interest
Review Committee. A plan for management of the possible risks associated with
the conflict of interest was then developed by this Committee and agreed to by
the parties involved.

The proposed agreement (“ Agreement”) falls under the State of Michigan
Conflict of Interest Statute because Dr. Nicholas Kotov is an employee of the
University of Michigan and partial owner and Board of Director of Nico
Technologies Corporation. The law permits such an agreement provided it is
disclosed to the executive officers and approved in advance by a 2/3 vote of the
Regents of the University of Michigan.

Background:

Dr. Nicholas Kotov is an Associate Professor of Chemical Engineering,
Biomedical Engineering, and Materials Science and Engineering in the College of
Engineering. Dr. Kotov is also the partial owner and Board of Director of a for-
profit company called Nico Technologies Corporation (“Company”). The
Company desires to fund a project in the College of Engineering/Chemical
Engineering.

Nature of the Agreement:

The Company has received an award from the United States Army Medical
Research Acquisition Activity (USAMRAA) for the purpose of developing a
novel treatment for mustard gas injuries based on biodegradeable inverted
colloidal crystal scaffolds impregnated with stem cells. The Company wishes to
enter into a subcontract with the University to enable Dr. Kotov to assist in the
performance of this funded research.
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Agreement Terms:

The terms of the Agreement conform to University policy. The period of
performance for the project is twenty-four (24) months and the amount of
funding support is $50,300.

Impact of the Agreement;

The Agreement will support an effort by Dr. Kotov and two graduate students to
use his expertise and his University of Michigan laboratory, as well as other
University resources, to: (1) further develop scaffold manufacturing technology;
(2) reach in-vitro optimization of ESC differentiation; (3) test cell-free scaffolds
for tissue regeneration; and (4} test mice for the treatment of mustard gas
injuries. This will be performed in a collaborative effort with the University of
Texas Medical Branch, which will be responsible for animal testing.

Recommendation:

This Agreement has been reviewed and approved by the OVPR School Conflict
of Interest Review Committee. Inlight of the disclosure made in this document
and our finding that the agreement was negotiated in conformance with
standard University practices, I recommend that the Board of Regents approve of
the University’s entering into this Agreement with Nico Technologies
Corporation.

Respectfully submitted,

Stephen R. Forrest

Vice President for Research

June 2008




