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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 8-K
CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIESEXCHANGE ACT OF 1934

Date of ReportDecember 4, 2014
(Date of earliest event reported)

SCIO DIAMOND TECHNOLOGY CORPORATION

(Exact name of registrant as specified in its arart

Commission File Number: 000-54529

Nevada
(State or other jurisdiction of incorporation)

411 University Ridge Suite D
Greenville, SC 29601
(Address of principal executive offices, includirigp code)

45-3849662
(IRS Employer Identification No.)

(864) 751-4880
(Registrant’s telephone number, including area rode

Not Applicable
(Former name or former address, if changed sirstadg@ort)

Check the appropriate box below if the Form 8-{jlis intended to simultaneously satisfy the {limbligation of the registrant under any of
the following provisions:

Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 untherExchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule2{l#) under the Exchange Act (17 CFR 240.14d-2(b))
Pre-commencement communications pursuant to R@éetld under the Exchange Act (17 CFR 240.13e-4(c))
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Item 8.01 Other Events.

On October 15, 2013, a plaintiff filed a derivatiegvsuit, Sennott v. Adams, No. 6:13-cv-02813, which was deemed related by th
Court to a prior lawsuityicPheely v. Adams, No. 6:13-cv-02660 (collectively, theActions™”).

On June 23, 2014, Scio Diamond Technology Corpmmagntered into a settlement agreement (t8etitlement Agreement ”) by and
among Edward S. Adams, Michael R. Monahan, GeralGMre, James Korn, Bruce Likly, Theodorus Strauml Robert C. Linares, their
present and past affiliates, such as Apollo Diamdamel, Apollo Diamond Gemstone Corporation, Addvitmahan LLP, Focus Capital Group,
Inc. and Oak Ridge Financial Services Group, lianily members and spouses (thddams Group "), and Thomas P. Hartness, Kristoffer
Mack, Paul Rapello, Glen R. Bailey, Marsha C. Bagiléenneth L. Smith, Bernard M. McPheely, James@aiRobert M. Daisley, Ben
Wolkowitz, Craig Brown, Ronnie Kobrovsky, Lewis Sakg Brian McPheely, Mark P. Sennott, the SennattifaCharitable Trust, and their
affiliates (the “Save Scio Group "), pursuant to which the Company and the Save Sciassettled the previously pending consent conta
the election of directors. A more detailed des@ipof the Settlement Agreement is contained inGbenpany’s Form 8-K filed on June 26,
2014

On December 4, 2014, the United States DistrictrCiou the District of South Carolina, Greenvillévizion (the “Court ”) issued an
order (the “Preliminary Order ") granting preliminary approval of a settlemergalving the claims asserted by each of the patdi¢ise
Actions. A hearing to determine whether the Cohaudd issue an order finally approving the proposettiement has been scheduled for
February 12, 2015. Any objections to the settlemnemst be filed by stockholders in writing with tbeurt by January 14, 2015.

In the Preliminary Order, the Court approved a dtf Pendency Of Proposed Dismissal Of Derivatigtions, Settlement Hearing,
Right To Object, And Right To Appear (thé\btice ") which is posted on the Company’s website alotilp the Settlement Agreement. The
terms and procedures for filing a stockholder diigecto the settlement are set forth in the Notidde Settlement Agreement and the Notice
are attached hereto as Exhibits 99.1 and 99.2ectisply, and any description of the Notice or 8adtlement Agreement set forth above are
qualified in their entirety by the attached exlsbit

Item 9.01 Financial Statementsand Exhibits.
(d) Exhibits.

99.1 Settlement Agreement
99.2 Notice of Proposed Dismissal of Derivativdigic




SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

SCIO DIAMOND TECHNOLOGY CORPORATION

By: /s/ Gerald McGuire

Gerald McGuire
President and Chief Executive Officer

Date: December 15, 2014



Exhibit 99.1

SETTLEMENT AGREEMENT

This settlement agreement (this “Agreemeri§’)made and entered into on the Effective Dateabgt among [1] Scio Diamo
Technology Corporation (“Scio”)2] Edward S. Adams, Michael R. Monahan, Gerald Mc&uWwames Korn, Bruce Likly, Theodorus Stri
and Robert C. Linares, their present and pasta#f$, such as Apollo Diamond, Inc., Apollo Diamddemstone Corporation, Adams Mona
LLP, Focus Capital Group, Inc. and Oak Ridge Fim@n8ervices Group, Inc., family members and spsy#iee “Adams Group”)and [3
Thomas P. Hartness, Kristoffer Mack, Paul Rapé&ilien R. Bailey, Marsha C. Bailey, Kenneth L. SmBernard M. McPheely, James Carl
Robert M. Daisley, Ben Wolkowitz, Craig Brown, RamrKobrovsky, Lewis Smoak, Brian McPheely, MarkS®nnott, the Sennott Farr
Charitable Trust, and their affiliates (the “SawddSGroup”).! For the purposes of this Agreement, Scio, membkthe Adams Group a
members of the Save Scio Group are sometimes eeféarin this Agreement individually as a “Party; collectively, as the “Parties.”

RECITALS

A. Certain members of the Save Scio Group have bepresting a stockholder meeting and a change todimposition of Sci®
Board of Directors;

B. Certain members of the Save Scio Group filed afieriShareholder Derivative Complaint captiomMdcPheely v. Adams (the “
McPheely Complaint”) against certain members of the Adams Group on 26)y2013, in the Court of Common Pleas of the StatS8outt
Carolina, which Defendants removed to the UniteatteSt District Court for the District of South Canal, asserting, among others, cls
related to alleged breaches of fiduciary duty ovee8cio, and its predecessors, which are furthifosth in theMcPheely Complaint;

C. Lawsuits alleging similar or related claims as khePheely Complaint have been filed derivatively on behalfLoblolly, Inc.
and Apollo Diamond, Inc. in various jurisdictioriscluding, among others, the action captiosednott v. Adams in the United States Distr
Court for the District of South Carolina (thestnnott Complaint”), and the actions caption®thck v. Adams andFink v. Adams in the Unitel
States District Court for the District of Minnesdtand related cases);

D. The members of the Adams Group dispute the claghosth in theMcPheely or Sennott Complaints, and in the other rela
lawsuits, and have denied and continue to denytliegthave any liability for any such claim assgtitethose actions; and

E. The Parties desire to avoid the risk, inconvenieame expense of litigation and a proxy contest, laank therefore agreed
fully and fairly settle any and all disputes angdkeclaims based on any conduct by the Parties fwithe Effective Date, whether known or

1The term “Save Scio Group” as used herein is riehithed to and shall not be construed to add anybmento the “Save Scio” group of
shareholders as set forth in the group’s SchedHB,las amended, on file with the Securities anchiErge Commission.




unknown, including any claims relating to the sebjmatter of thévicPheely andSennott Complaints.

NOW, THEREFORE, for and in consideration of therpiges, covenants, and undertakings described belogvfor other good a
sufficient consideration, the Parties agree as\it

TERMSOF AGREEMENT
1. Effectiveness

This Agreement shall become binding upon executiprall of the Parties (the “Effective Datet)hether in counterpart or a sin
instrument.

2. Recitals
The Recitals above are incorporated into this A as if set forth fully herein.

3. Board of Directors Action

Effective as of the Effective Date, Scio and thlwail of Directors of Scio (“Board”) have taken thlowing actions, as applicable:
A. the Board has duly adopted the resolutions cordaméhe consent attached hereto as Exhikith& “Consent”)

B. Scio has executed Amendment No. 1 (the “Poison/Aiiendment”)to the Rights Agreement, dated as of April 14, 2
between the Company and Empire Stock Transfer(IBepire”) and has delivered a copy to the Save &ioup;

C. all existing members of the Board of Scio, consgtof Edward S. Adams, Gerald McGuire, James KRwhert Linare:
Theodorus Strous, and Bruce Likly have tenderei thsignations as directors and officers, if apgiltile, to Scio.

D. Gerald McGuire and James Korn have returnedhates and compensation (other than reasonabléofeBsard meetings and,
the case of Mr. McGuire, for consultation servipesvided as an interim officer of Scio, through Eféective Date) to Scio.

4, Corporate Governance Measures

A. Board

Scio and members of the Adams Group and the SaeeGoup agree, for a continuing period of thregpy@&ars after the Effecti
Date (the “Standstill Period”), to :

(a) constitute the Board as follows:

0] Two (2) members will be nominees of the Adams Graupo must be independent under NASDAQ rules amthat
be Edward S. Adams, Michael R. Monahan, or The@&tnous. The initial members so nominated wilBpece Likly ant
James Korn.

(i) Four (4) members will be nominees of the Save &oup, three of whom must be independent under NS
rules and may include Bernard M. McPheely but cabeoKristoffer Mack, Paul Rapello, or any otherreat or former Sci
stockholder who has been a party to litigation mgfaany member of
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the Adams Group. The initial members so nominatididoe Bernard M. McPheely, Ben Wolkowitz, Lewisn®ak and Ka
Leaverton.

(iii) One (1) member will be the Chief Executive Offi(6€EQ”) of Scioex officio , as elected by a majority of the fi
Board members nominated by the Save Scio Groupantso the foregoing subsection.

(b) vote their equity securities in Scio for theaion of the directors nominated pursuant to $act(A)(a);
(c) not engage in any efforts to oppose the eleafoany candidate proposed by any other Party; and

(d) take all actions necessary or appropriate,raadmmend that stockholders vote their sharesoaksin accordance with t
terms of this Agreement.

B. Foecial Committee

Scio agrees that the Board will appoint a committemprised of four (4) members (which cannot inelitistoffer Mack, Pai
Rapello or Bernard McPheely or any current or fari®eio stockholder who has been party to litigatgrainst any member of Adams Grc
to approve any future transactions with the Adamsu@ or the Save Scio Group members.

C. Annual Meeting

Scio will hold its annual meeting of stockholdess sbon as practicable after filing of its Form K.Ger the year ended March :
2014. At such meeting, Scio will nominate, and tiembers of the Adams Group and the members dbdlve Scio Group will vote to el
the nominees as set forth in the Consent or aswige specified pursuant to Section 4(ADuring the Standstill Period, no member of
Adams Group or the Save Scio Group will take antipado solicit consents or proxies of Scio stodkleos, and no Adams Group or Save .
Group member will make stockholder proposals, withtbe prior written approval of the newly condtittl Board. The consent solicitation
members of Save Scio Group will be terminated.

5. Share Transfer by Edward S. Adams and Michael mhdWian

Upon the effectiveness of the Poison Pill AmendmEdivard S. Adams will transfer one million (1,0000) Scio shares and Mich
R. Monahan will transfer one million (1,000,000)iGshares for a total of two million (2,000,000)iGshares as follows: one milli
(1,000,000) shares will be transferred to SciacBmcellation, and one million (1,000,000) shardshei transferred to the Save Scio Group.

6. No Admissions

The Parties hereto understand and agree that lis@ses granted herein are absolute and are maakestoe the full and compli
release and discharge of any liability any Party rhave to any other Party, and to prevent the i of any liability for any reas
whatsoever, and that this Agreement does not statsstitute or imply any admission of liability afly sort; it being further understood that
Agreement is made as a compromise to avoid fulttigation and for the specific purpose of termingtall controversies and claims
damages of whatever nature, between or among tties$?ancluding but not limited to those arisingt @f or in any way related to any of
facts, allegations or claims made in the litigatiorthe proxy battle. Each of the Parties contnisedeny any obligation or liability with reg:
to any claim




or demand of any sort whatsoever made against thiem. Parties agree that this Agreement shall eaised by or against any Party in
other proceeding to establish or as evidence ofliabylity, or absence of liability, on any of th@aims asserted in tHdcPheely or Sennott
Complaints; provided, however, that this Agreemmeay be used in any action or proceeding to enforagbtain recovery under the term:
this Agreement or to support a defense of res @idjccollateral estoppel, release, good faith esaght, accord and satisfaction, se
mootness, or any similar defense or counterclaim.

7. Mutual Release of All Claims

Scio, the members of the Adams Group, on behati@fselves, as well as on behalf of their ageptsuses, children, beneficiari
predecessors, successors, attorneys, heirs, asaighanyone else claiming through or on behathein, if any (the Adams Group Releasi
Parties”),and the members of the Save Scio Group, on behtiEmselves, as well as on behalf of their agesgisuses, children, beneficiar
predecessors, successors, attorneys, heirs, assigsts, and anyone else claiming through or drabbef them, if any (the Save Scio Grot
Releasing Parties"ereby fully, irrevocably and unconditionally redea acquit, and discharge the Adams Group Reledanties and tt
Save Scio Group Releasing Parties, respectively,adinother Parties from any and all claims, adjocomplaints, causes of action, rig
demands, obligations, accounts, defenses, oritiabilof any kind whatsoever, whether in law oretuity, whether contractual, common |
statutory, federal, state, or otherwise, which Smi@ny of the Releasing Parties has or could hatether now or in the future, known
unknown, against the Parties, including thoseragisiut of or related in any way to the allegatiariaims, and defenses that have been or
have been asserted in tkiePheely or Sennott Complaints.

For the purpose of implementing a full and completkease and discharge, the Parties expressly atdage that the releas
provided in this Agreement are intended to includéheir effect, without limitation, any and allaiins, complaints, charges or suits, inclu
those claims, complaints, charges or suits whigy itho not know or suspect to exist in their favbthe time of execution hereof, whict
known or suspected, could materially affect thdiPgirdecision to execute this Agreement.

The Parties acknowledge that they have been adugettheir respective legal counsel with respectatod are familiar with, tt
provisions of California Civil Code Section 1542hish provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS WHICH HE CREDITOR DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS FAVOR AT THE TIME OF EXECUNG THE RELEASE, WHICH IF KNOWN BY HIM
MUST HAVE MATERIALLY AFFECTED HIS SETTLEMENT WITH THE DEBTOR.

The Parties, being aware of said code sectionplgerrpressly waive any and all rights they may héveeeunder, as well as under
other statutes or common law principles of simiifiect. In connection with such waiver, the Partieknowledge that they are aware that
or their attorneys may hereafter discover claim$aots in addition to or different from those whitfey now know or believe to exist w
respect to the subject matter of the Dispute aatliths nevertheless the intention of the Partiefully, finally, and forever settle and rele
each other and their respective representativéiteateleased matters, whether known,
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unknown or suspected, which now exist or heretotuege existed. The Parties acknowledge that thedenstand the significance ¢
consequence of this release and specific waiv8eafion 1542, and similar provisions. The Padiffism that this waiver of Section 1542, ¢
similar provisions, is not a mere recital. Ratlieis a specifically bargainefir provision of this Agreement and is material sioleration fo
the release. The Parties affirm that they are et they would not have entered into the Agrewrhat for the agreement of the Parties
full waiver of all claims of any type and descrgstj including unknown claims. The Parties havduaed this waiver of Section 1542, :
similar provisions, in the Agreement in order toqure certainty in their affairs

8. Covenant Not to Sue

Scio, the Adams Group Releasing Parties, and tkie Seio Group Releasing Parties further representnant and agree not to bi
any claim, action, suit, or proceeding againstRheies regarding the matters settled and reldagéis Agreement, including, but not limi
to, any claim, action, suit, or proceeding raisethat could have been raised relating toNtoPheely or Sennott Complaints.

The Parties also agree not to solicit or encoufagher litigation or proceedings against each pthesed on such claims. The S
Scio Group further agrees that its members shaladve any future conflict of interest presentgctheir counseb representation of any pe
other than members of the Save Scio Group in cdinmewith claims raised or that could have beeseadirelating to th&lcPheely or Sennott
Complaints. The Parties also agree not to dispaocadake any action which is intended, or woulasomably be expected, to harm any o
other Parties or negatively affect their reputation which would reasonably be expected to leathteanted or unfavorable publicity for S
or any of the Parties, provided however, that mgthierein shall be construed to preclude a Paoty ftomplying with or responding to ¢
inquiry, demand or request from government autlesitinvestigations, or other official proceedirngmducted by state and federal regule
authorities. The Parties will jointly prepare grpeaove a press release from Scio announcing thegeha the Board and the other mal
specified in this Agreement.

9. Indemnification and Expenses

Scio indemnification provisions will be availabtedll members of the Board currently serving orcapied by the Adams Group or-
Save Scio Group for future claims, if permitted endpplicable law. The Save Scio Group will bentairsed for expenses in connection
the prior pursuit of claims, the settlement and ¢basent solicitation solely through the transfeowwe million shares to the Save Scio Gi
pursuant to Section 5 The members of the Adams Group will not be rairsbd or indemnified by Scio for any expenses imeation witl
the settlement or prior litigation by any membethsd Save Scio Group either in their own capaditglerivatively on behalf of Scio against i
member of the Adams Group. The Parties will nqiage Directors and Officers (“D&QO’Ipnsurance coverage under policies of Scio exi
prior to or as of the Effective Date to cover atgira or legal defense for the Adams Group. Thei@amlgree that Latham & Watkins 1
continue to defend the members of the Adams Grang,the Parties will not seek to disqualify Lath&nwatkins as counsel for the Ada
Group. Members of the Save Scio Group will coopersith Scio and assist the members of the AdammuGwith respect to the SEC’
investigation (C-08091) or any claim relating tadsand/or the




members of the Adams Group, and will not take ariipa that would impede the defense and/or resmiubi any such claims.

10. Investigation

Each of the Parties has made such investigatidheofacts pertaining to this Agreement, as it deeesessary. The Parties he
understand that if any fact with respect to anytematovered by this Agreement is found hereaftdsgmther than, or different from, the fe
now believed by the parties to be true, each gdaeteto expressly accepts and assumes the riskcbfmssible difference in facts and ag
that this Agreement shall become and remain effectotwithstanding such different facts.

11. Integration Clause

This Agreement contains the entire agreement ofPthties and supersedes any and all prior, writtearal, agreements among tt
concerning the subject matter of this Agreemener&lare no representations, agreements, arrangeoramiderstandings, oral or writt
among the Parties, relating to the subject maftéri® Agreement that is not fully expressed herein

12. Other and Further Documents

The Parties shall take such actions and shall égedaliver and file or record any such documernag be reasonable or necessa
effectuate the purposes and contents of this Ageegnincluding dismissals with prejudice of tMePheely and Sennott Complaints, an
documents seeking the approval of the settlemahteamissal of théicPheely andSennott Complaints on a derivative basis.

13. Consultation With Counsel

The Parties represent and warrant that they haagepted their counsel with this Agreement, thatrthdies have had the opportu
to review this Agreement and that they are exeguitiis Agreement of their own free will after hagireceived advice from counsel regart
execution of this Agreement.

14. Choice of Law, Jurisdiction and Venue

This Agreement shall be governed by and constrmedccordance with Nevada law. If any party attemipt institute a leg
proceeding to enforce or interpret the terms of thjreement, or otherwise, such proceeding mustdiguted and maintained exclusively
the state District Courts of the State of Nevada @ach party hereto expressly consents to thedjation and venue of such court and wa
any objections to such jurisdiction and venue in action arising out of this Agreement.

15. Severability

If any one or more of the provisions of this Agreamshould be ruled wholly or partly invalid or uferceable by a court or ott
government body of competent jurisdiction, thepthe validity and enforceability of all provision$ this Agreement not ruled to be invalic
unenforceable shall be unaffected if the Partietually elect in writing to proceed as if such indabr unenforceable term(s) had never t
included in the Agreement; (ii) the effect of thdimg shall be limited to the jurisdiction of thewrt or other government body making
ruling; (i) the provision(s) held wholly or paytinvalid or unenforceable shall be deemed
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amended, and the court or other government bodyttsorized to reform the provision(s), to the minimextent necessary to render them
and enforceable in conformity with the Partiegent as manifested herein; and (iv) if the rulamgd/or the controlling principle of law or eqt
leading to the ruling is subsequently overruleddified, or amended by legislature, judicial, or adiistrative action, then the provision(s
question as originally set forth in this Agreemshall be deemed valid and enforceable to the maximxtent permitted by the new controll
principle of law or equity.

16. No Waiver

The failure of any Party to insist upon compliamgéh any of the provisions of this Agreement or thaiver thereof, in any instan
shall not be construed as a general waiver orqeigmment by such Party of any other provisiorhig Agreement.

17. Amendment
This Agreement may not be amended except by arumsnt in writing, executed by the Parties, anchaddhem.

18. Agreement Obligates, Extends and Inures

The provisions of this Agreement shall be bindimgpi and inure to the benefit of each of the Pardied each of the Parties’
successors, heirs, devisees, and assigns, if any.

19. No Reliance

Each of the Parties represents and warrants tkagpefor the representations and warranties speliif set forth in this Agreement,
executing this Agreement, it does not rely, andr@selied, on any representation or statementenfigdany other party to this Agreement
any representation or statement made anyone amtirizehalf of any party to this Agreement, or anyresentation or statement made by
other person.

20. No Assignment or Transfer of Action

Each of the undersigned Parties represents andntarthat it owns the claims released hereby;rntbaither person or entity has i
interest in such claims; that it has not sold,gssil, conveyed or otherwise transferred any swmcbr any other claim or demand against
person released hereby; and, that it has the igieto settle and release such claims. The urgleesl, including counsel, represent and wa
that to the best of their information and beliégy have no knowledge of any claims held by onénag#he other that are not released he
and that they have no knowledge of any other paitty claims or potential claims against the Parties

21. Each Party to Bear Its Own Attornéyees and Costs

Except as provided for herein, each of the Pastiedl bear its own attorneys’ fees and costs imeotion with this Agreement.

22. Multiple Counterparts

This Agreement may be executed in multiple coumtespthat shall become effective to the same exsrthe original only whe
every party has signed and delivered a signed equantt. For purposes of the execution of this Agrent, signature pages transmitted by
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facsimile or email/.pdf shall be given the sameghand effect as, and treated as, original sigeatu

23. Authority

The undersigned natural persons executing thisékgemt warrant and represent that they are dulyoaatd to do so and to bind
person or entity for which they sign.

24. Construction

Each Party hereto has cooperated in the draftidgoagparation of this Agreement. In any constaorcto be made of this Agreeme
the same shall not be construed against any Partiyeoground that said Party drafted this AgreemmiEme rights and obligations of the Par
hereunder shall be construed and enforced in aanoedwith, and governed by, the laws of the Sthewvada, in effect as of the date hereof.

( signature pages follow )




IN WITNESS WHEREOF the Parties hereto have execthtisdAgreement on the dates written below.

Dated: June 23, 2014

READ CAREFULLY BEFORE SIGNING.

Adams Group

/s/ Edward S. Adams

By: Edward S. Adams

/sl Michael R. Monahan

By: Michael R. Monahan

/s/ Gerald McGuire

By: Gerald McGuire

/sl James Korn

By: James Korn

/sl Bruce Likly

By: Bruce Likly

/sl Theodorus Strous

By: Theodorus Strous

/s/ Robert C. Linares

By: Robert C. Linares
SCIO DIAMOND TECHNOLOGY CORPORATION

By: /s/ Bruce M. Likly

Bruce M. Likly, Co-Chairman
Save Scio Group

/s/ Thomas P. Hartness

By: Thomas P. Hartness

/sl Kristoffer Mack

By: Kristoffer Mack

/sl Paul Rapello

By: Paul Rapello

/sl Glen R. Bailey

By: Glen R. Bailey




/sl Marsha C. Bailey
By: Marsha C. Bailey

/s/ Kenneth L. Smith
By: Kenneth L. Smith

/sl Bernard M. McPheely
By: Bernard M. McPheely

/sl James Carroll

By: James Carroll

/sl Robert M. Daisley
By: Robert M. Daisley

/s/ Ben Wolkowitz
By: Ben Wolkowitz

/sl Craig Brown
By: Craig Brown

/s/ Ronnie Kobrovsky

By: Ronnie Kobrovsky

/sl Lewis Smoak
By: Lewis Smoak

/sl Brian McPheely
By: Brian McPheely

/sl Mark P. Sennott

By: Mark P. Sennott, on behalf of himself indivadly and the Sennc
Family Charitable Trust

10



Exhibit 99.2

UNITED STATESDISTRICT COURT
DISTRICT OF SOUTH CAROLINA
GREENVILLE DIVISION

Mark P. Sennottgt al. ,
Plaintiff,
V. No. 6:13-cv-02813-BHH

Edward S. Adamst al. ,
Defendants,
and
Apollo Diamond, Inc.,
Nominal Defendant

NOTICE OF PENDENCY OF PROPOSED DISMISSAL OF DERIVATIVE ACTIONS, SETTLEMENT HEARING, RIGHT TO
OBJECT, AND RIGHT TO APPEAR

TO: SHAREHOLDERS OF APOLLO DIAMOND, INC. OR SCIO BMOND TECHNOLOGY CORPORATION WHO HELD
COMMON STOCK AS OF DECEMBER 4, 2014 (EACH"CURRENT STOCKHOLDEF'):

THIS NOTICE IS GIVEN pursuant to an Order of theitdd States District Court for the District of Sbu@arolina, Greenville
Division (the “Court”) dated December 4, 2014.

On October 15, 2013, a plaintiff filed a derivatiagvsuit,Sennott v. Adams, No. 6:13-cv-02813, which was deemed related by th
Court to a prior lawsuityicPheely v. Adams, No. 6:13-cv-02660 (McPheely ") (collectively, the “Actions”). The Actions are being settled ¢
the parties have entered into a Stipulation of O8sal of the Derivative Actions with Prejudice (tf&tipulation”). Plaintiffs brought claims in
the Actions concerning certain transactions of NmhDefendants Scio Diamond Technology CorporatiSeio”) and Apollo Diamond, Inc.
(“Apollo”) (collectively, the “Nominal Defendants;ncluding their efforts to raise capital from 20® the present, a transaction in 2011
involving the transfer of rights and assets fronolgto Scio, and alleged conflicts of interestlwiespect to those corporate events.

If you area Current Stockholder, your rights may be affected by proceedingsin these litigations. A more detailed description of
the Stipulation was published as a Company CuRepbrt on Form 8-K that was filed with the Secesdtand Exchange Commission (the
“SEC") by Scio on June 22, 2014, which can be vidatthe SEC’s website at www.sec.gov/edgar.shtml.

Because these Actions are shareholders’ derivatitiens brought for the benefit of the Nominal Defants, no individual Current
Stockholder has the right to receive any individe@hpensation as a result of the settlement oAtiimn. However, the Nominal Defendants
will adopt, to the extent it has not already addptemedial measures and corporate governance




reforms designed to improve the Nominal Defendatisporate governance and internal controls.

OnFebruary 12, 2015 at 2:00 p.m., a hearing (the “Settlement Hearingf) be held before the Honorable Judge Bruce Haditeks
in Courtroom One of the U.S. District Courthousetfe District of South Carolina, Greenville Diwisi, Clement F. Haynsworth Federal
Building and U.S. Courthouse, 300 East Washingtoee§ Greenville, South Carolina 29601, to detaenthe fairness, reasonableness, and
adequacy of the terms and conditions of the Stifmaand whether the Court should finally apprdve Stipulation and enter a final judgment
and order of dismissal thereon. If approved byGbart, the Stipulation will result in the finalsdihissal with prejudice of the Actions. This
means that no Current Stockholder of Nominal Dedenslwill be able to bring a lawsuit based on tlegations in the Actions in the future.

Any Current Stockholder that objects to the setdetrof the Action has the right, but is not reqdjr® appear and be heard at the
Settlement Hearing. Any Current Stockholder magean appearance through counsel of such stooshislown choosing and at such
stockholder’s own expense or may appear on their awd present evidence or argument that may beepeopl relevant. However, no such
evidence or argument shall be considered at théeB8ent Hearing unless, no later than January Q%5 2such stockholder has filed with the
Court (1) a written notice of objection with theskholder's name, address and telephone numbeg &ldh a representation as to whether the
stockholder intends to appear at the Settlementiirtggd2) competent evidence that the stockholddd Bhares of either Nominal Defendant’s
common stock as of December 4, 2014, and thatdoitsolder continues to hold shares of either NaniPefendant’'s common stock as of the
date of the Settlement Hearing; (3) a statemethie&tockholder’s objections to any matters befloeeCourt, the grounds therefore or the
reasons the stockholder desires to appear anddbod, las well as any documents or writings the s$tolcler desires the Court to consider; and
(4) the identities of any witnesses the stockhopdans on calling at the Settlement Hearing, alith a summary description of their likely
testimony.

In addition, on or before the date of such filing,objecting stockholder must also serve the samerdents via first class mail or
overnight delivery upon the following counsel:

Mason A. Goldsmith Douglas M. Muller
ELMORE GOLDSMITH, PA MOORE & VAN ALLEN PLLC
P.O. Box 1887 78 Wentworth Street
Greenville, South Carolina 29602 Charleston, South Carolina 29401

An objecting stockholder must also contemporangodssliver a copy of all documents described abovhé Clerk of the Court, at
Courtroom One of the U.S. District Courthouse fa@ District of South Carolina, Greenville Divisiddlement F. Haynsworth Federal Buildi
and U.S. Courthouse, 300 East Washington Streetr®ille, South Carolina 29601; and even if theeotijg stockholder does not appear in
person at the Settlement Hearing, the Court witistder the stockholder’s written submission.
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Unless the Court otherwise directs, you shall moehtitled to object to the approval of the Setdatmto any Order and Final
Judgment entered thereon, or to otherwise be hercépt by serving and filing a written objectiardasupporting papers and documents as
prescribed abovelf you fail to object in the manner and within the time prescribed above you shall be deemed to have waived your right
to object (including theright to appeal) and shall forever be barred, in these proceedings or in any other proceeding, from raising such
objection(s).

If you have any questions, please direct your ingsiito counsel listed above.

Please do not call or direct any inquiriesto the Court.

DATED: December 4, 2014 By Order of the United States District Court foe tBistrict of South
Carolina, Greenville Division



