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ASSIGNMENT OF PATENT

WHEREAS, Frederick D, Sancilio, a citizen of the United States residing at 19060
Southeast Reach Island Road, Jupiter, Florida 33458 (hereinalter reforred 1o colluctively as
“ARSIGMOR™), invented certain new and useful improvements in Uniled States Patent No,

6.363.180 ("the 180 Patent™) and 15 co-owner of the “180 Patent by viriue of his wventorship;
dh,.\

WHEREAS, Sancilio & Company, Inc.. a Florida Corporation, with a phcc of business at
3874 Fiscal Court, Suiie #7200, Riviera chh Florida 33404 (hercinafier reforred to as
CASKIGNEERY), is desirous of acguiring all of the night, title and mierest ot \\S IGNOR i, o
and under the *180 Patent;

NOW THEREFORE, in consideration of the above premises and for other good and
vali *t’bit:- consideration, the receipt and sufficiency of which is herehy acknowiedped, the pariies
agree as folows:

ASSIGNOR hereby transfers and assigns to ASSIONEE, the eotire right, title and
interest of ASSIGNOR in and to the * 180 Patent:

ASSIGNOR farther authorizes the Comnussioner of Patents and Trademarks of the
United NMates to record the 180 Patent and nitle thereto as the property of the ASSIGNEE, #is
suceessors, legal representatives and assigns in accordance with the terms of this instrument; and

ASKIGNOR does also hereby sell. gssign, iransfer and set over unto ASSIGNEE, all of
ASRIGNOR'S claims for damages by reason of past infringement of the * 181 Patent, the right to
sue for and colleet the same for #s own nse and enjoyment.

I WITNESS WHEREOF, ASSIGNOR has executed this instrument on this ___‘_1“3 ______ day of
July, 2610,

Byt

WITNESSED:

Tuly &2 2010 By

Print 1\a1m,

Ny

4-2
..}

FFIRE

“.x‘
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

INRE:

: L Chapter 11
AATPHARMA, INC,, et 4l o

’ : Casc No. 05-11341 (C8S)
Debtors., : Jointly Administered

MORTON R. BRANZBURG,
Plan Administrator,

Plaintiff,
Adv. Pro. No. 06-30923 (CSS)
v, .
FREDERICK D. SANCILIQ, Ph.D., ! Re: Docket Nos, 916,917 and _ 4/ 78
: Adv. Docket Nos. 1,4, 10, 13 and _H__
Defendant.

ORDER AFPPROVING STIPULATION BY AND BETWEEN PLAN ADMINISTRATOR,
REORGANIZED DEBTORS AND FREDERICK D. SANCILIO, Ph.D. REGARDING
OBJECTIONS TO AND ALLOWANCE OF PROOFS OF CLAIM

Upon consideration of the Stipulation (the “Stipulation”) entered into between Morton R.
Branzburg, Esquire, the Plan Administrator, the Reorganized Debtors', and Frederick D. Sancilio
resolving, inter alia, (1) the Scheduled Claim, (ii) the Sancilio Claims, (iii) the Debtors;
Objections, the (iv) the Omnibus Objection; and (v) the Counterclaim, as amended, it is hereby

OﬁDERED THAT, the Stipulation, which is attached as Exhibif 1, is approved as an

order of this Court.

Dated: r-aé o , 2008

Christopher 8. Sontchi
United States Bankruptcy Judge

| Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Stipulation, ' ~
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EXHIBIT 1
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IN THE UNITED STATEFS BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

IN RE:
Chapter 11
AAIPHARMA, INC., ¢t al.,
: Case No. 05-11341 (CSS)
Dcbtors. : Jointly Administered

MORTON R. BRANZBURG,
Plan Administrator,

Plaintiff, :
' Adv. Pro. No. 06-50923 (C8§8)
V. .
FREDERICK D, SANCILIO, Ph.D., : Re: Dockot Nos. 916 and 917
: Adv. Docket Nos, 1,4, 10 and 13
Defendant.

STIPULATION BY AND BETWEEN PLAN ADMINISTRATOR, REORGANIZED
DEBTORS AND FREDERICK D, SANCILIO, Ph.D. REGARDING OBJECTIONS TO
AND ALLOWANCE OF PROOFS OF CLAIM

Morton R. Branzburg, Esquire, the Plan Administrator (the “Administrator™) appointed
pursuant to the Debtors’ First Amended Joint Chapter 11 Plan (the “Plan”) (D.1. 658) and the
Order Pursuant to Section 1129 of the Bankruptcy Code Confirming the Plan (the “Confirmation
Order™) (D.1. 837), the Reorganized Debtors (as defined in the Plan) and Frederick D, Sancilio,

Ph.D. (“Sancilio” and collectively with the Administrator and Reorganized Debtors, the

“Parties™) wish to enter into the following stipulation (the “Stipulation™) to resolve, infer alia,

(i) the Sancilio Claims (as defined below); (if) the Debtors’ Second Omnibus Non-Substantive
Objcction to Claims to Disallow and Expunge (A) Duplicate Claims, {B) Amended and
Superseded Claims and (C) Late Filed Claims (D.1. 916) and Third Omnibus Substantive
Objection to Claims to (A) Disallow and Expunge Claims for Which the Debtors Have No

Liability and (B) Reclassify Certain Claims (D.1. 917} (collectively, the “Debtors’ Objections”);

WILLIB-55403.2-JBLORD 12/12/07 2:50 FM
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(iii) the Administrator’s Third Omnibus Non-Substantive Objection to Claims Pursnant to 11
U.8.C. Section 502(e)(1)(B) of the Bankruptcy Code, Fed.R.Bankr.P. 3007 and Del.Bankr.LR.
3007-1 and Motion to Subordinate Certain Claims Pursuant to Section 510(b) of the Bankruptcy
Code (D.L 1055) (the “Omnibus Objection™); %nd (iv) the Amended Objection to Claim #489 of
Frederick D. Sancilio filed By Morton R. Bran;zburg, as Plan Administrator, Pursuant to 11
U.S.C. §§ 502(b)(7) and 502(d), and Counterclaims for (I} Avoidance and Recovery of Transfers
(or the Value Thereof) Pursuant to 11 U.8.C. §§ 547(b), 548(a)(1), and 550, and (IT) for Setoff of
Avoided Transfers Against Plan Distributions (Adv. Proceeding No. 06-50923; D.1. 10).
RECITALS:

A, On May 10, 2005 (the “Petition Date”), aaiPharma, Inc. (the “Lead Debtor™) and

cach of the other above-captioned debtors (collectively with the Lead Debtor, the “Debtors™)

filed a voluntary petition for relief under the Bankruptcy Code.

B. On June 24, 2005, the Lead Debtor filed its schedules of assets and liabilities (the
“Schedules”). On Schedule F of its Schedules, the Lead Debtor scheduled the claim of Sancilio
as an unliéuidated, contingent and disputed claim in an undetermined amount (the “Scheduled
Claim™). |

C. On August 18, 2005, Sancilio filed proofs of claim numbers 480-487, 489 and

492 (collectively, the “Sancilio Claimg™). Proofs of claim numbers 480-486, tdgether with that
portion of proof of claim number 487 seeking indemnification and reimbursement, are
hereinafter referred to as the “Indemnification Claims,” The portion of proof of claim number
487 seeking payment of directors’ fees of $3,000 is hereinafter referred to as the “Director Fees

Claim.” Proof of claim number 489 filed in the appfoximate amount of $2,028,506.48 is
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{

hereinafter referred to as the “Employment Claim.” Proof of claim number 492 filed in the

approximate amount of $3,650,000 is hereinafter rcferred to as the “Note Claim.”
- D. On December 1, 2005, the Debtors filed the Plan (ID.1. 658).

E.  OnJanuary 20, 2006, the Court entered the Confirmation Order (D.1, 837).

F. On March 6, 2007, the Debtors filed the Debtors® Objections, seeking to, inter
alia, (i) disallow duplicative Indemnification Claims and Senior Secured Note Claims (as
defined in the Plan) filed by Sancilio, and (ii) reclassify the Director Fees Claim and the portion
of the Employment Claim filed as a priority claim to General Unsecured Claims (as defined in
the Plan). Sancilio lodged informal responses in opposition to the Debtors’ Objections.

G. On Scptember 29, 2006, the Administrator filed the Omnibus Objection seeking
to, inter alia, disallow the Indemnification Claims pursuant to 11 U.S.C. § 502(e)(1)B) (D.L
1055).

H. On November 8, 2006, Sémci]io filed a Response fo .the Omnibus Ob jéction (D.I.
1063).

L. On November 15, 2006, the Administrator filed the Objection to Claim Number
489 of Frederick D. Sancilio filed by Morton R, Branzburg, as Plan Administrator, Pursuant to
11 U.8.C. §§ 502(b)(7) and 502(d), and Counterclaims for (I) Avoidance and Recovery of
Transfers (or the Value Thereof) Pursuant to 11 U.S.C. §§ 547(b), 548(a)(1), and 550, and (ﬁ)
for Setoff of Avoided Transfers Against Plan Distributions (as subscquently amended, the
“Countetclaims”) and thereby initiated the above-captioned adversary proceeding against
Sancilio (Adv, DI 1).

J. On December 15, 2006, Sancilio filed the Answer and Separate Defenses of

Defendant Frederick D, Sancilio, Ph.D to Objection to Claim #489 of Frederick D. Sancilio filed
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by Morton R. Brmlzb;urg, as Plan Administrato, Pursuant to 11 U.S.C. §§ 502(b)(7) and 502(d),
and Counterclaims for (T) Avoidance and Rcco%.fcry of Transfers (or the Value Thereof) Pursuant
to 11 U.S.C. §§ 547(b), 548(a)(1), and 550, anc# (Ih for Setoff of Avoided Transfers Apainst Plan
Distributions. (Adv, D.I, 4).

K. On March 27, 2007, the Administrator filed the Amended Objection to Claim
#489 of Frederick D. Scancilio filed by Morton R. Branzburg, as Plan Administrator, Pursuant to
11 U.5.C. §§ 502(b)(7) and 502(d), and Counterclaims for (I) Setoff of Unearncd Bonus
Payments Against Plan Distributions (11} Avoidance and Recovery of Transfers (or the Valuc
Thereof) Pursuant to 11 U.S.C. §§ 547(b), 548(a)(1), and 550, and (III) Seioff of Avoided
Transfers. (Adv. D.I 10).

L. On April 4, 2007, Sancilio filed the Answer and Separate Defenses to Defendant
Frederick D. Sancilio, Ph.D, to Amended Objection to Claim #489 of Frederick D, Sancilio filed
by Morton R. Branzburg, as Plan Administrator, Pursuant to 11 U.8.C. §§ 502(b)(7) and 502(d),
and Counterclaims for (T) Setoff of Unearned Bonus Payments Against Plan Distributions (II)
Avoidance and Recovery of Transfers (or the Value Thereof) Pursuant to 11 U.S.C. §§547(b),
54%(a)(1), and 550 and (111) Setoff of Avoided Transfers Against Plan Distributions. (Adv. D.L
13).

M. In order to avoid the risks and costs associated with litigation, the Parties have
reached an agreement resolving, inter alia, the Scheduled Claim, the Sancilio Claims, the
Deblors® Objections, the Omnibus Objection and the Countefclaims, as set forth below.

NOW, THEREFORE, in consideration of the foregoing recitals and of the following
terms and provisions, in order to avoid the cost and inconvenience of litigation, it is hereby

stipulated and agreed as follows:;
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1. The Scheduled Claim was supetseded by the Sancilio Claims.

2. The Indemnification Claims shall be disallowed and expunged in full; provided

that nothing herein shall prejudice Sa110i1id1s right, if any, to indemnification from the -
Reorganized Debtors (as defined in the Plan) pursuant to Section 15.05 of the Plan, as
amended by Paragraph 8(viii) of the Confirmation Order,

3. The Director Fees Claim shall be allowed as a General Unsccured Claim (as

defined in the Plan) in the amount of Three Thousand Dollars ($3,000) (the “Allowed Director

Fecs Claim™). The Allowed Director Fees Claim shall not be subject to any further objection,
offset, recoupment, or other reduction.

4. The Employment Claim shall be reduced and allowed as (i) a Priority Claim
(as defined in the Plan) in the amount of Five Thousand Dollars ($5,000) and (ii) a General
Unsecured Claim (as defined in the Plan) in the amount of Three Hundred Thousand Dollars
($300,000); provided that if the total amount available for distribution to General Unsecured
Claims exceeds Six Million Dollars ($6,000,000), the unsecured portion of the Employment
Claim shall be reduced and allowed as a General Unsecured Claim (as defined in the Plan) in
the amount of Six Hundred Thousand Dollars ($600,000); provided firther that if the total
amount available for distribution to General Unsecured Claims exceeds Eight Million Dollars
($8,000,000), the unsecured portion of the Employment Claim shall be reduced and allowed
as a General Unsecured Claim A(as defined in the Plan) in the amount of Seven Hundred
Thousand Dollars ($700,000) (the “Allowed Employment Claim and, together with the

Allowed Dircctor Fees Claim, collectively the “Allowed Sancilio Claims™). The Allowed

Employment Claim shall not be subject to any further objection, offset, recoupment, or other

reduction,

PATENT
REEL: 024662 FRAME: 0053




5. The Note Claim shall be disallowed in full and expunged as duplicative of
proof of claim number 419 filed by Wachovia Bank, N.A. as Indenture Trustee on bchalf of
the Senior Secured Notes (as defined in the Plan).

6. Payments on the priority portion of the Allowed Sancilio Claims shall be made
by the Reorganized Debtors within ten (10) days of the entry of this Stipulation, Payments on
the unsecured portion of the Allowed Sancilio Claims shall be made by the Administrator
contemporaneously with payments to other unsecurcd creditors as provided in the Plan. All
payments on the Allowed Sancilio Claims shall be made payable to “Riker, Danzig, Scherer,
Hyland & Perretti LLP, as Attorneys for Fred Sancilio, Ph.D.” and delivered to Sancilio’s
counsel, Riker, Danvig, Séherer, Hyland & Perretti LLP, Attn: J, Alex Kress, Esq., One
Speedwcll Avenue, Morristown, NJ 07962-1982.

7. Upon request, Sancilio shall provide the Administrator (and his attorneys and
agenls) with rcasonable cooperation, assistance and support in connection with the Designated
Litigation (as defined in the Plan), which shall include (i) providing background information
related to the Designated Litigation, and (ii) appearing and testifying as a fact witness at any
hearings or proceedings relating to the Designated Litigation, Sancilio shall receive
reasonable reimbursement from the Litigation LLC for any actual out-of-pocket expenses
incurred iﬁ connection with such cooperation, assistance and support. |

8. The Ad.rhinistrator (for himself and the Debtors’ bankruptcy estates) and

Sancilio (collectively, the “Administrator Release Parties™) stipulate and agree that this
Stipulation fairly, fully and finally resolves the Scheduled Claim, the Sancilio Claims, the
Omnibus Objection, the Counterclaims, and any other ¢laims or causes of action arising from

or otherwise related to the Sancilio Claims, the Counterclaims or any other matters which
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were or could have been asserted in the Debtors’ bankruptey cases, whether known or

unknown, foreseen or unforeseen, held by the Administrator Release Partics against one

another, their affiliates, employees, heirs, sucegssots, agents, and estates, The Administrator
Release Parties release, remise and forever discharge cach other and their respective affiliatcs,
officers, directors, employees, heirs, sucecssors, agents and attorneys of and from all claims,
obligations, liabilities, manner of actions, causes of action, suits, debts, dues, sums of money,
accounts, covenants, controversies, agreements, promises, damages, judgments, 6xecutioné,
claims and demands whatsoever, in law and in equity, whether known or unknown, foteseen
ot unforeseen; except that nothing hercin shall release, remise or discharge the Administrator
Release Parties’ respective rights and obligations under this Stipulation.

9, The Reorganized Debtors (for themsclves and their bankruptcy estates) and
Sancilio (collectively, the “Debtor Release Parties™) stipulaie and agree that this Stipulation
fairly, fully and finally resolves the Scheduled Claim, the Sancilio Claims, the Omnibus

Objection, and any other claims or causes of action arising from or otherwise related to the
Sancilio Claims or any other matters which were ot could have been asserted in the Debtors’
bankruptcy cases, whether known or unknown, foreseen or unforeseen, held by the Debtor
Release Parties against one another, their affiliates, employees, heirs, successors, agents, and
estates. The Debtor Release Parties release, remise and forever discharge cach other and their
respective affiliates, officers, directors, cmployecs, heirs, relatives, successors, agents and
attorneys of and from all claims, obligations, liabilities, manner of actions, causes of actior,
suits, debts, dues, sums of money, accounts, covenants, controversies, agreements, promises,
damages, judgments, executions, claims and demands whatsoever, in law and in equity,

whether known or unknown, foreseen or unforeseen; except that nothing herein shall rclcase,
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remise or discharge the Debtor Release Parties’ respective rights and obligations under this
Stipulation.
10, The Stipulation is subject to approval of the United States Bankruptcy Court

for the District of Delaware (the “Bankruptcy Court”). Upon execution of this Stipulation, the

Administrator shall take all reasonable and necessary actions to obtain the Bankruptey Court’s
approval of this Stipulation.

11.  This Stipulation constitutes the complete expression of the agreement of the
Parties hereto concerning the subject matter hereof, and no modification of or amendment to
this Stipulation shall be valid unless it is in writing, signed by the Party or Parties to be
charged, and approved by the Bankruptey Court.

12.  Each of the Parties shall bear its own atlorneys® fees and costs with respect to
the issues subject to this Stipulation.

13.  This Stipulation shall be governcd by and construed in accordance with the
laws of the State of Delaware in effect on the date of the execution of this Stipulation.

14, The Bankruptey Court shall retain jurisdiction to resolve any disputes or
controvetsy arising from or rclated to this Stipulation.

15, Necither the existence of this Stipulation, nor its contents, nor of any
negotiations, discussions, statements or proceedings in connection with this Stipulation shall
be deerned or constitute a presumption, concession or admission by any of the Partics of any
fault, liability or wrongdoing as to any facts or claims alleged or asserted in the Sancilio
Claims, the Debtors’ Objections, the Omnibus Objection and/or the Counterclaims. TBe
existence of the Stipulation or its contents, or of any negotiations, statements or proceedings

in connection therewith, shall not be offered or admitted in evidence or referred to,
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interpreted, construed, invoked, or otherwise used by any person for any purpose in any other
action, litigation or proceeding, except as may be necessary to enforce or obtain Bankruptey
Court approval of this Stipulation,

16.  Subject to Bankruptcy Court approval, the Parties each represent that (a) this
Stipulation (i) has been duly and validly authorized, executed and delivered by such Party,
and (i1) is the legal, valid and binding obligation of such Party, and (b) it has full power and
authority to perform its obligations hereunder,

17.  This Stipulation may be executed in counterparts, any of which may be
transmitted by facsimile, and each of which should be deemed an original and all of which

together shall constitute one and the same instrument,
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By

REED SI\?I‘IZ:’I;P ﬂ\/

KurF. Gwynné, Esqure (No. 3951)
J. Cory Falgowskd, Esquire (No. 4546)
1201 Market Street, Suite 1500
Wilmington, DE 19801

(302) 778-7500 (Phone)

(302) 778-7575 (Fax)
kewynne@reedsmith.com

ifalpowski@reedsm; i)

Attorneys for Plan Administrator

MORRIS JAMES LLP

By:

Carl N. Kunz, HI, Esquire (No. 3201)
Thomas M. Horan, Esquire (No. 4641)
500 Delaware Avenue, Suite 1500
P.O. Box 2306

Wilmington, DE 19899-2306

(302) 888-6800 (Phone)

(302) 571-1750 (Fax)
ckunz@morrisiames.com
thoran{@morrisiatmes.cotm

~and-

RIKER, DANZIG, SCHERER,
HYLAND & PERRETTILLP
J. Alex Kress, Bsq.

Seth H, Lieberman, Esq.
Headquarters 'laza

One Speedwell Avenue

P.O. Box 2306

Mortistown, NJ 07962-1981
(973) 451-8453(Phone)
akress@tiker.com

slieberman@riker.com
Attorneys for Frederick D, Sancilio, Ph.D.

- 10 -
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REED SMITH LLP

By:

Kurt F. Gwynne, Esquire (No, 3951)
I. Cory Falgowski, Esquire (No, 4546)
1201 Market Strect, Suite 1500
Wilmington, DE 19801

(302) 778-7500 (Phone)

(302) 778-7575 (Fax)
kpwvnne@reedsmith.com

jfalpowski@reedstmith.com

Attorneys for Plan Administrator

“Carl N Kunz, 11T, Esguire (No, 3201)
Thomas M., Horan, Esquire (No, 4641)
500 Delaware Avenue, Suite 1500
P.O. Box 2306
Wilmington, DE 19899.2306
(302) 888-6800 (Phone)

{302) 571-1750 (Fax)
ckunz@maorrisjiames.com

thoran{@morrisjames.com

-and-

RIKER, DANZIG, SCHERER,
IYLAND & PERRETTI LLP
I Alex Kress, Esq.

Scth H. Licberman, Esq.
Headguarters Plaza

One Spceedwell Avenue

PO, Box 2306

Morristown, NJ 07962-1981
(973) 451-8453(Phone)
akress@riker.com
shichermangdriker.com

Altorneys for Frederick D, Saneilio. Ph.12.

- 10 -
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DS, LAYTON & FINGER, P.A.

RN N, ) i P SN
Mark'¥. Collins (No. 2981)
Juson M, Madron (No, 4431)
{One Rodney Square
920 North King Street
Wilmington, Delaware 19801
(302) 651-7700 (Phone)
(302) 651-7701 (Fax)
Collins@rlf.com
Madron@@rlf.com

Attorneys for Reorganized Debtors

-1l -
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