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. NO. 94-CI-03564

MARK McLAUGHLIN AND § N THE DISTRICTCOURT ©

. TOM McCARVILL § '
§

VS. § 37" JUDICIAL DISTRICT
§

IMMUDYNE, INC, BYRON A. DONZIS §

JAMES D. WOOD AND CARMEL §

RESEARCH, INC. § BEXAR COUNTY, TEXAS
JUDGMENT

PAGE

On this day came on 10 be heard Mark McLanghlin and Tom McCarvill’s Motion for
Entry of Rule 11 Agrecment 8s. Judgment (the “Motion™). After hearing the arguments of
counsel and reviewing the Motion, the Motion is hercty GRANTED, The puties to this
lidgation, IMMUDYNE, INC., a Delaware corporation (“lmmudyne”), CARMEL RESEARCH,
INC., & Delaware corporation (“Carmel*), BYRON DONZIS (“Donzis”), JAMES WOOD
(“Wood™), hereinafter collectively referred (o o8 Defendants, and MARK W. McLAUGHLIN
(“McLaugblin™ and THOMAS McCARVILL ("McCarvill™), licreby agree, and it here hereby
ordered (the “Judgment™), effective October 26, 1596, (the date of that certain Rule 11 agreement
between Plaintiffs and Defendants hereinafter referred o as the “effective date” of the
Judgment), as follows: :

Plaintiffs and Defendants agree to settle all disputes presently peading or which could
have been brought prior to the effective date of this Judgment, in any court or administratve

agency wordwide concerning any rights clsimed by Plaintiffs and Defendants. The material -

terms of this Judgment ars set forth below.
A IMMUDYNE STOCK TRANSFER AND CANCELLATION
1 Immudyne wasrants and represents that, at the cffective date of this Judgment,
thers are no movs than 21,062,277 (Twenty-One Million, Sixty-Two Thousand, Two Hundred
Scventy-Seven) shares of Immudyne stock outstauding, on 8 fully diluted basis.

2 Immudyne warrants and represents that, at the effective date of this Judgmeny,
Immudyne has no plans to issue any additional stock, stock options, or stack warrants.

3 [mmudyne warrants and represents that, at the effective date of this Judgment,

thete are no issumnces of additional Mmamomm'ik ]

pending.
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4. Carmel agrecs 10 re-transfer 3,250,000 shares of Immudyne stock to Immudyne at
closing in contribution to this setdement and will receive no remuneration from Immudyne for
such wansfer.

S, [mudyne agrees to transfer 10 McLaughlin 1,050,000 shares of Immudyns stock
at closing, and will teceive no remuneration from McLaughlin for such transfes.

6. hmnudymagrmtomsf«wmompmmosh&uoﬂmnudyum&u
closing,mdwﬂlmeivenomunmﬁonfrmnlskin,aump for such transfer.

7. Immmudype agrees, &t closing, 10 camce! the remaining 1,700,000 shares of the
Tmmudyne stock re-transferred by Carmel to immudyne.

8.  Defendants agree that McLaughlin will be allowed to exercise his option for
S0,000shmsofswckasmfonhinﬂwOpﬁonAgemntpmviously entered between
McLsughlin and Immudyne.

9. Tramudyne agrees that with respect to the shares of Immudyne stock owned by

_MclmghllnandAkin.Gump.Mchgmm:nmtAkin,Gmshnllbavetherighxmdemanda

shelf registration right on the company, and unlimited piggy-back registration rights, subject to
Immudytie being able to do so legally at one time. However, the shelf registration right shall
exist only if Iramudyne does not becoms 2 reporting company under the 1934 Act within one
year of execution of the effective date of this Judgment. In the event of such shelf registzation,

and McLaughlin and/or Akin, Gump shall divide the costs of the shelf registration
equally, provided Immudyne is fineaclally capable of paying such costs at the time of demand.
Immudyne shsﬂbedeemedtobe“ﬁnmoilﬂycmbw’ifmcmmmudmofmchshdf
registration will not .adversely effect the solvency of the compeny. If Immudyne is not
finansially capebls, then McLaughlin and/or Akin, Gump may advance all of the costs and
pmd%&memdfnﬁwtﬁomwmudmwiumﬂympmwl&mhwﬁmaﬁon.
Howm.wmwwrdmmwmwﬁehumldowsebedivﬁdm
charged to lmmudyneumnulmmwymisﬁnmiany capable of 30 doing, &S defined above.
Immudyne shall bear the costs of axy piggyback registration rights exercised by McLaughlin
and/or Akin, Gump.

10. Ip the event thet Immudyno mekes any stock offering, stock sale or private
placement, Immudyne agrees that McLaughlin, Akin, Gump, end the shareholders of Immudyne
mummeawwpmmmmmaommdm stock, at the price of the stock
offering, stock salo o private placement, to prevent dilution of their stock position until the
$500,000.00 is paid in full.

-

B. PATENT TECANOLOGY

1. DonzismdanyDondlowuedorcomlbdcnﬁﬁu.mmmmat, as set forth in
mumwmmmmm mdDon:itLabomiﬁ.lmmd
le.Cameluttwaolemdcxcludwlimwoddwlde for all patents curzently licensed by
uidontiﬁ«toCmel,undshdlbemewloaudwludwuumforsuchpnemandumad
techmlogymdd!inwmmtsoannhpmu and related tochnelogy.

2
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2 melreafﬁmsmauwfor&intbeﬁm:gummmwm
lmmudyne, {mmudyne is the sote and exclusive licensee woridwide for all patents currently
licensed to Immudyne, and shall be the sole and exclusive licensee for such patents and relsted
technology end all improvements on such pateats and related technology.

3. Dmdswmmdwpmm&mmﬂnmﬂmnonmmsmydgm,ﬁue
orinmmmelkemmmbmmcmmmwm.thntlmmudyneisthesole
and exclusive licensoe of all patents and related technology cwrrently licensed to [mmudyne.
Donzis ﬁmherwummdrepmemmw&wmmmnmnzhowuyﬁmmkm
interest in the license sgreement between Carmel and Immudyne, Immudyne shail be the sole

- and exclusive licensso of all improvements on patents currently licensed to Immudyne, and all
related technology. '

4. Cumelwmuwdupresmthn.wtheawmthquIownsmyﬂght,
ﬁneoxmmmmclmawmmmmmmm..m

o

Donzis Research, mcwDonzisLabmﬁu.lnc.demLCmelshmbeﬂwmlemd
exclusive licenses of all improvements on patents ourrently licensed to Carmel, and all related
technology.

5. mwmmwwmmeymmmpmwimm.
directly or indirectly, conceming any parents which fall within the scope of paragraphs 1 - 4,
above,

C. MMUDYNE

1. mnmmd,wmmmwmwmmwmmme&mmm
to make Immudyne amﬁummmmmmmw«,eommmmwmm
company.

the agreement in their sole discretion. ‘The agreemaent with Nutritional Supply Company will be
finalized and executed prior to closing pursuant to this Judgment.

3. Defendants sgree that lmmudyne will elect an individual designated Dby
Mchugﬂhwmeboudofdhwmoﬂmmudyumumenmmmmwﬁu;
At the next annual shareholders meeting, an individual designated by McLaughlin will be
inchxdedtomdfmehoﬁonndwmbemudbylmmudyufoupodﬂououthcbomof
directors. bmdmﬁumﬂmwmdommwﬁdmladmwww&ra
poddononthcbondotdixmufoupulodofﬂw(ﬂmﬁomthodmotexecuﬂonoﬂh}s
agreement. Wood,Douzis,deumnlvdlleiihsﬂ(i)mm.ﬁvotofq:eMchhm
representative; or(ﬁ)wmmomnmmmmwmudwﬂl abstain from

3

0634570001 SAN ANTONIO 6061 vi

PATENT
REEL: 016483 FRAME: 0964



JAN-12-00 .
- 1a-v® _15:2@ FROM:IMMUDYNE CORPORATION ID:71378
_— - _ : 3ss19

voting- In addition, Wood. Donz!sandCamlagrecthnt,imhecventMthzydomtehooseto
vote in favor of the McLanghlin representative, they will not directly or indirectly oppose the
McLaughlin representative and will not mzke any negative or disparaging statcraents with
regazds to the fitness of the McLaughlin representative to serve 83 8 member of the board of
directors. Wood.Donzisdeumelagmemutheywinba mbjecunthmoblignioasﬁou
period of five (5) years from the effective date of this Judgment.

D. CARMEL DEBT

L, Immudyne will executes to Carmel & promissory note in The amount of
$240,000.00 besring interest at the rate of two percent (2%) per annum. Canrnel agrees that this
promissory note represeats all past due royaltics currently owed to Camel by Immudyne through

~ September 30, 1996. No payments will be made on the note to Carme! until after the
$500,000,00 payment sct forth herein is peid in full by Immudyne. However, Canmel shall be
paid by Immudyne all royaities due to Carmel for the month of October, 1996.

2. CumdmdDoaﬁsapawwtamithImwmmwdingtbe
patent technology covered by Article B of this Judgment, even in the evest of default, for the
period during which the $500,000,00 payment sct forth herein is being made to McLaughlin and

3, Irmmudyne wmmmdrepmmutheeﬁwﬁvedncof:ms Judgment,
thete arc no psyments, tranafers of money, wransfers of Immudyne stock, transfers of Immudyne
stock options, wransfers of Immudyne stock warrants, debts or other obligaticns to Defendants
(othesthmthouutfotthinthisludment)inadmwmded.o:pendmothcrthminthe
ordinary course of business.

4. Wood warrants and ropresents that, at the effective date of this Judgment, there
uemmmmtawmofmm.mu&uoﬂmmﬂymm*mfauﬂmmudmm
opﬁmmdmoflmmudwem*wamdebuaothuobupﬁommmmwhu
thmﬂ;g;emfonhinthisJudmut)inudﬁm%imcnded,orpendiuwthebenofhis
knowledge.

options, transfers of Immudyne stock wartants, debts ot other obligations to Defendmus (other
than those set forth in this Judgment) in existence, intended, or pending %o the best of its
knowledge. .

6. n@zkwmmwmmunnﬁwﬁua«omisxmw
are no payments, transfers of money, transfers of lmmudyns swock, transfers of lmmudyns stock
wummdwmmammm«mmobummmmm(m
duné::usdmmthuM)-ian'worpmﬁuwmeMofhu
knowledge. :
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E. CARMEL ROYALTY

1. Bffective November 1. 1996, Carmel's royaity os all licenses Immudyne which
are currcutly in place shall be reduced to 10%.

SSO0,000.00duechmehlinmdAkm.Gmp.S‘?0,000.00willbepddonorbefm
Decenber 28, 1996. In addition, the February 10, 1997 payment by Tmmudyne shall be in the
amount of $30,000.00. Thereafter, the 8% royalty shall be paid by Immudyne to McLaughlin
and Akin, Gump on the tenth of cach month untl the $500,000.00 is paid in full.

3. MeLaughlin ghall have the right, on a quarterly basis to have an audit conducted
to determine the accuracy of the royalty being made pursuznt to this agrecment. Ifthe
audit determines that there is 3 differential of five percent (5%) or greater between the amounts
paidmdthemumswhiehthewditdmmiw:rcﬁghlﬁmyowed.lmwyne shall, within 10
daysofmeiptofwﬁmwuofmh.paydwdiﬂ'wmaudshaubechuged for the costs of
the audit. If the differential is found o be less than five percent (5%), McLaughlin shall bear the
costs of the audit.

F. RELEASES AND DISMISSAL

{.  The State and Federal Court litigation will be dismissed. Hewever, release of the
Defendants will be contingent upon:

(1)  performance of the obligations set forth in the following paragraphs of this
Judgment: A4, A-5, A-6, A7, A-8. A9, A0, and E-2; and

@) neither Immudync not Carme! voluntarily filing for bankruptcy, o being
forced into involuntary bankruptey by myDefeadw,otmyomwﬁnga:
thedimcﬁmnfmybefmdintmwiﬂ:mmm: knowledge and
consent, within threc (3) years of the date of closing pursuant to this
Judgment, or until payment of the $§500,000.00 to McLaughlin and Akin,
Gumpisoouxplm,whichwuism.

S Tthuﬁnsgreetomlmumdly amubleprasrelenemeeCou:tsignuhis
Judgment.

G. PRESS RELEASE

1. Subsequent to full exccution by all parties of this Judgment, & press release,
reading as follows, will be {ssued by Immudyne, Inc.. '

ThemﬁﬂwmofawﬂmthavebeenuwhedbmenMukW.McLauﬂdm
Thomas MocCarvill, Immudyne Inc., Byron Donzis, James Wood, and Carmel Research,

5
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e Inc., regardiag el disputes between them, including but not limited 0 the cases styled

Mark McLaughiin and Tom McCarvill vs. Inmudyns.
Wood and Carmel Research. Inc.. Cause No. 94-C1-03

Inc., Byron A. Donzis, James D.
564, In the 225th Judicial District

Court, Bexar County, Texas and Immudyne, Inc., Byron A: Dongis and James D. Wood v.
Mark W. McLaughlin, Cause No. H.95.5845, In the United States District Court,
Southern District of Texas, Housion Division. The settlement is subject to Court

approval.

2 From the time of the effective date of this Judgment, no party, its officers,
directors, employees, agents, &twmeYs, affilistes, licensees, Successors, assigns, of
anmmﬁwsvdl!mmunimbymmemymm.orin any way shape or form,
jncluding but not limited to ¢e-mail other means of InterNet communication, with any individual
or cutity coocerning the litigation, the parties, or the terms of scttlement. No comments,
including but not limited 1o disparaging comuments shall be made concerming wny party.

3. 1f any such communication o¢cuzs, the non-offending party shall have the right to

publicize the full terrus of the settlement.
H. VENUE

only in the State District Court of Bexar County, Te

1. Any action brought t enforce any of she provisions of this Judgment, or any
action brought concerning any of the matters made is of thigJud 1, shall be brought

/ TUDGE
Dated this

/9 say of Ocober, 1998,

M@M@%

Effective October 26, 1996

APPROVED AS TO SUBSTANCE AND FORM:

N
Yesek R Castillo
ATTORNEY FOR IMMUDYNE

Michael B. Lee
ATTORNEY FOR BYRON DONZIS

Erik B. Walker -
ATTORNEY FOR CARMEL
]

R.
ATTORNEY FOR PLAINTIFFS
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