06/16/2014
| /"/IH/I//”WWlf/fllf/}/}llll/l/”///ﬂ/I///”/ L5, DEPARTMENT OF GOMMERGE

/2015) L 1 0'3 67938 United States Patent and Trademark Office

%\'\t Re(‘o/..o,
Form PTO595 (Rey 03-115%

OMB No/ 5155 fé@o%g

KC; 5 5 01, g) RECORDATION FORM COVER SHEET
Co oo, PATENTS ONLY
To the\Dl egig_@ﬂ%s Patent and Trademark Office: Please record the attached documents or the new address(es) below.
1. Name of conveying party(ies) 2. Name and address of receiving party(ies)
| Name:JOHN M. "PETE" SALPIETRA
ECOLOGY COATINGS, INC. Internal Address:

Additional name(s) of conveying party(ies) attached? [:]Yes No

O/
A 103657571 2561

3. Nature of conveyance/Execution Date(s): Street Address: 2693 Heights View Court
Execution Date(s)April 27, 2014

[ ] Assignment [ ] Merger

D Security Agreement D Change of Name City: Rochester Hill

[ ] Government Interest Assignment

:UsA ip48306
D Executive Order 9424, Confirmatory License Country Zip
[X] OtherForeciosure Additional name(s) & address(es) attached? [_] Yes X]No
4. Application or patent number(s): L] This document is being filed together with a new application.

A. Patent Application No.(s) o B. Patent No.(s)

7,323,248 7,151,123 7,192,992 7,238,731 7,498,362 7,153,892
8,273,560 B2 8,273,560

Additional numbers attached? I:IYes No

5. Name and address to whom correspondence 6. Total number of applications and patents
concerning document should be mailed: involved: 8

_NameDaniel lannott 7. Total fee (37 CFR 1.21(h) & 3.41) $320

Internal Address:

[ ] Authorized to be charged to deposit account

Enclosed

Street Address: 1475 Club Drive
D None required (government interest not affecting title)

City: Bloomfield Hills 8. Payment Information

State Michigan Zip48302

Phone Number:313-433-6420
Docket Number: 103667671
Email Address: Dan@TheGeneralCounsel.com

- P p—— A o = '
9. Signature: L e m June 11,2014

Signature , , Date

Total number 6f pages inéluding cover 20
sheet, attachments, and documents:

Deposit Account Number

Authorized User Name

Daniel lannotti, Attorney
Name of Person Signing
Documents to be recorded (including cover sheet) shouid be faxed to (571) 273-0140, or mailed to:

Mail Stop Assignment Recordation Services, Director of the USPTO, 'P.0.Box 1450, Alexandria, V.A. 22313-1450
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AFFIDAVIT

~ Being first duly sworn, John M. “Pete” Salpietra states as follows:

e | am competent to testify as to the matters contained in this Affidavit.

¢ In May 0f 2010, I loaned $600,000 Ecology Coatings, Inc. (“Ecology”) secured by
all of Ecology’s intellectual property — including all of Ecology’s patents and trademarks.

¢ Isecured my interest in Ecology’s intellectual property by filing UCC statements
with the Nevada Secretary of State on May 10, 2010 (attached).

. o Ecology has not repaid the debt and is in default u;lder the p‘romissory note.

e On May 15, 2013, Ecology filed for Chapter 7 bankruptcy liquidation in the
United States District Court for the Eastern District of Michigan (attached).

e On March 18, 2014, the US Bankruptcy Court granted my Motion for relief from
the automatic bankruptcy stay (attached) allowing me to foreclose on the intellectual
prc;perty . |

s On April 7, 2014, I notified Ecolog&’s former Chairman and CEO (James Juliang)
that, unless Ecology objects within 20 days of my notice, I would strictly foreclose on my

secured interest in Ecology’s intellectual property in lieu of seeking repayment of the

debt. I took this action relying on UCC 9-620 of the Nevada Code — NRS 104.9620.
e More than 20 days have elapsed since I provided Ecology notice of my intention

to strictly foreclose on its intellectual property and I have not received any objection.

PATENT
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John M. “Pete” Salpietra

State of Michigan )
County of Oakland )

Subscribed and sworn to before me this ]j:%y of May, 2014

N

, Notary Public

My commission expires:

JENIFER L. SOUTHARD
Notary Public, State of Michigan
County of Oakland
My Commission Explres Apr. 24, 2019
JActing In ths County of 2 AL
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- ROSS MILLER

STATE OF NEVADA

Secrelary of Sidte

 OFFICEOFTHE
SECRETARY OF STATE

Job Number: U20100510-0066

Job Contents;
Filing Acknowledgement(s): ‘ 1

Special Handling Instructions:

DAN IANNOTTI
ECOLOGY COATINGS, INC.
2701 CAMBRIDGE COURT
SUITE 100
AUBURN HILLS Ml 48326

SCOTT W. ANDERSON
Depuiy Secreiary.
Jor Commercial Recordings

May 10, 2010.
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ROSS MILLER

Secreidary.of State

) Y
STATE OF NEVADA

4

SCOTT W. ANDERSON

Deputy Secrecary
Jor Commercial Recordings

- OFFICEOF THE
SECRETARY OF STATE
Job Receipt
May 10, 2010
 Job Number: U20100510-0066
Account
Number: ‘
Re: ECOLOGY COATINGS, INC.
Charges
Description - Filing . Filing Date/Time Qty Prige | Amount |
I JNumber | ]
nitial Financing 2010011669-2 | 05-10.2010 12:23 PM | $30.00 $30.00
| Statement - :
Total $30.00 |
Payments '
Type Description Amourt
" Credit | '251766/10051041 107947 ) } '$30.00 \
‘Total $30.00 |
UCC DIVISION:

Tracy Gillespie, Supervisor
200 N. Carson Street
Carson-City, N;c_vada 89704-4069
Telephone (775) 684-5708.
Fax (775) 684-5630
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ROSS MILLER
Secretary of State:

Filing Acknowledgement

Job Number
‘U201 00510-0066.

Filing Description
Initial Financing Statement

Debtors

ECOLOGY COATINGS, INC.

STATE OF NEVADA -

OFFICE OF THE
SECRETARY OF STATE

<

Initial Filing Number
2010011669-2

Document Filing Number

2010011669-2

SCOTT W. ANDERSON

Drputy Secretary
Jor Commercial Recordings

May 10, 2010

Date/Time of Filing
05-10-2010 12:23 PM

Secured Parties

SALPIETRA, JOHN M.

2701 CAMBRIDGE COURT, SUITE 100 .. 2693 HEIGHTS VIEW COURT

AUBURN HILLS MI 48326 USA

ROCHESTER HILLS Ml 48178 USA

The attached document(s) were filed with the Nevada Secretary of State, Uniform
The filing date and time have been affixed to each
document, indicating the date and time of filing. A filing number is also affixed and can
be used to reference this document in the future.

Commercial Code Division.

Nevada Secretary of State
Electronic Filing
Filing Officer

UCC DIVISION:

Tracy Gillespie, Supervisor
200 N. Carson Street
Carson City, Nevada 89701-4069
Telephone (775) 684-5708

Fax (775) 684-5630
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INSTRUCTIONS (front and book) CAREFULLY
& PHONE OF CONTACT AT FILER jopilona]
TANNOTTI

{B SERD ACKNOWLEDGMENT TO: | (Namo and Addreos) Filed in'the office of. Document Nuwber
‘ ——:7 :2010011669-2
réég IANNOTTL —] il d o Fiting Date end Time
LOGY. COATINGS, INC. Ross Mill
2701 CAMBRIDGE GOURT : Seetary :'f Sute 05/10/2010 12:23 PM
SUITE 100 X X
AUBURN HILLS, M1 48326 {State of Nevada :

) - THE. &BOVESP&CEIS FOR FIUNOOFPICEUSEONLY
1. QEQTOR’SEXACTFULLLEALNN\IE mw&m&mm(laulb)@mwmammw B ) o :

N FIRST NAME WMIDOE NAME T EFRS
S N— . — - - . 4 .
/ AUBURAN HILLS M 48326 USA
6. SEQINSTRUCTIONS w»ggge [t8 TYPEOF ORGANIZATION . JURIBDICTIONGF GROANRATION 0. ORGANIZATIONAL D 8, Fany R
|oesror O |CORPORATION | NEVADA } | V20021223287 [Tuore:

mm‘rom DEBTOR‘S EXACT-FULL LEGAL NAME . inset only ong cabtor Atme (2 or 2) - do hot abdrovists of combine nsmes
28] ORGANIZATIONG NAME

v

R

Zhy INDIVIDUALS LAGT NAME ‘ “FIRST NAME — "~ TRRDDLE NAME — |C==T
25 MALING ADDRESS i oY STATE. |POSTAL GOOE ST
79, SEE A TRUGTIONG ADDUNFORE | 2. TVRE OF ORGANZATION . JURISDICTIONGF ORGARTATION 20 ORGANZATIONAL ID #, ey ;
CRGANZATION :
» DEBTOR ¥ | S Mnone:
3.SEQURED PARTY'S NAME (2 NAME of TOTALASSIGNEE of ASSIGNOR S/P) - | ity o securad partyrizme (s or3s), ) :
32, ORGANIZATION'S NAME A
R 5 NOIVIDUALS LAGT NAME TARET NAME VADOLE NANE. SUFRX i
SALPIETRA | JOHN M. 1 :
35, MALING ADDRESS. T Y TATE  |POSTAL GODE EURTRY
2683/HEIGHTS VIEW COURT V ] ROCHESTER HILLS M 48178 UsA .
4. Trrs FINANCING STATENENT covars the following colitars! —~

ALL BCOLOGY COATIRGS, INC.'S PATENTS AND BATENT APPLICATIONS NOW OWNED OR HEREAFTER ACQUIRED, INCLUDING:
1)u.B. PATENT NOS. 7,323,248, 7,423,586, 7,151, 123, 7,192,992,7,238,731, 7,498,362, AND 7,1%3,892; 2)
EURCPEAN PATENT OFFICE WO. 1723180; 3) SOUTH. AFRICA. PATENT WO. 2008/02953, 4) FRANCE PATENT RELATING TO:
EVRCFEAN PATENT OFFICE NO. 1723188; 5}U.S. PATENT APPLICATION SERIAL NO. 11/234,672; 11/459,876,
11/783,742, 61230596 AND 61/159,871; 6) CHINA PATENT APPLICATIONS RO, 580003994.1 ano 580007317.7; 7)
HORG] RONG -PATENT APPLICATION 7153859.7; 8) AUSTRALIA PATENT APPLICATION 2005336938; 9) BRAZIL PATENT
APFLICATION PI 0520559-0; 10) BURCPEAN PATENT OFFICE PATENT APPLICATION 5801000; 11) ISRAEL PATENT
APBLICATION NO. 190356, 12) INDIA PATEWT APPLICATION 2056/CHENP/0B; 13} JAPAN PATENT APELICATION X
2008}-532199; 14) RORBA PATENT APFLICATION 10-2008<7009391; 15) MEXICO PATENT ABPLICATION i
MX/2/2008/003799; 16) WEW TEALAND PATENT APPLLCATION WO. 567035; 17) EURASIA PATENT AEPLICATION

2008D09D6; AND 18) PATENT COOPERATION TREATY APPLICATION NO. PCT/US08/535787.

ALL. BCOLOGY COATINGS, INC.'S PROPRIETARY FORMULATIONS. NOW OWNED OR HERBAFTER ACQUIRED, INCLUDING THE
FOLLOWING ECOQUIK FORMULATIONS: 1000, 1016, 101S, 1020, 1040, 1050, 2000, 20610, 2050, 3000, 3010, 3020,
io21, 3050, 3051, 3052, 4000, 3000, 5050, 5060, 5061, 6000, 6010, AWD &0Q20.

S, ALTERNATIVE DEGIONATION [ appiicabiet) liceczeiesson CONSIQNEEICONSIGNOR | [Bancemaior - | Issuermuver AG. UEN NON-UCCELING:
I rocotd] (ot tocorded) in /- Gheckto Al en - S otreanl s Al Deviors | Joeosr 1] 1oestor2

8. OPRONAL RLER REFERENCE DATA i

FILING OFFICE COPY — UCC FINANCING STATEMENT (FORM UCC1) (REVOﬁm
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REEL: 033133 FRAME: 0834



UCC FINANC!NG STATEMENT ADDENDUM

WE OF FtRSTDEBTOR {13 or 1b) ON RELATED FINANCING STATEMENT

B EBYBEAMGs Inc.

£y marmu&summm FIRGT NAME

MIDDLE NAME SUFRXE

10. MISCELLANEOUS:

s WW M;« e

mée(gzm amcei }

g = A
THE AﬂWE SPACE 13 FOR Fi\.mﬂ OFFICE USEOHLY

11, AUDITIONAL DEBTOR'S EXACT FULL LEGAL NAME - insed only ong astmie (310 of 11b) - do not abbveviate of cornbing names :

115, ORGANIZATION' & NAME

T1h. INDIVIDUAL'E LAST NANE FRST RANE. MIDOLE NAME T
1o, MALING AGORESS o STATE |POSTAL GODE ST
716, SEETHSIRUETING  JADOL INFO RE .| Vie. TYPEOF OROANZATION [T, JURISOICTION OF GROANIZATION (112, ORGANZATIONAL 1D %, T ony

ORGANZATION
DEBTOR ] 1 i I]m“_,,_%,

12 mmozmsecunsn PARTY'S o DASSIGNOR SIS NAME - insenérty cie narne (123 ov 12)

125, DROANUZATIONS

xR 12 INDIVIDUALS LABT NAME FIRST RAME. |MIDDLE NAME SUFFIX
2o, MAILING ADDREES oy BTATE romu. CcoDE ] COUNTRY
Frgpre— descriptian. R

13, hi memmntencuvmu U lfmtmbbe ator D

eolmLorhﬂ\edmAD fixture filing.
14. Defoription. of rest estats;

16; Ndme and address of o RECORD OWNER of sbowsdescribed ezl ostste
@ Dedttr doas vt Navis w rabord interedt):

{ ALL TRADEMARRS NWOW OWNED OR HEREAFTER ACQUIRED, IRCLUDING

U, 5. TRADEMARR ROS. 77/134,385, 77/134,362 AND §292365.

ALL CUSTOMER CONTRACT RIGHIS, INCLUDING RIGHZS ASSOCIATED
' WITH A COMMERCIALILATION AGREEMENT WS PACRAGING GROUP, !
| INC. DATED EBBRUARY 3, 2010. ;

ALL INTANGIBLE RIGHTS ASSOCIATED WITH ECOLOGY COATINGS,

| INC.S STATUS AS A PUBLIC COMPANY, INCLUDING ITS LISTING .OH
THE OVER~THE-COUNTER .BULLETIN BOARD SYSTERM AND FILINGS
WITH THE SECURITIES AND EXCHARGE COMMISSION.

17. Check anly i appiinatie and check goly one bxn
: Trusten aiting with cespect to proparty hetd tntrest of
18, Check galy if appiicatie-ond check gafy one boy,
Dadtoris 6 TRANSMITTING UTILITY
Ried 0 wiih a Man Gt Transaxtion — efiecthe 30 years.
| Filss ' connection with a PublivFinance Transomion — efloctn 30 ysors.

FILING CFFICE GOPY — UGC FINANCING STATEMENT ADDENDUM (FORM UCC1Ad) (REV. 05722/02)
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BOB (Official Form 9B) (Chapter 7 Corporation/Partnership No Asset Case) (12/12) Cage Number 13—-49950-wsd

UNITED STATES BANKRUPTCY COURT
Eastern District of Michigan

Notice of
Chapter 7 Bankruptcy Case, Meeting of Creditors, & Deadlines
A chapter 7 bankruptcy case concerning the debtor(s) listed below was filed on 5/15/13.

You may be a creditor of the debtor. This notice lists important deadlines. You may want to consult an attorney to protect your rights, All
documents filed in the case may be inspected at the bankruptcy clerk's office at the address listed below. NOTE: The staff of the bankruptcy
clerk's office cannot give legal advice.

Creditors — Do not file this notice in connection with any proof of claim you submit to the court.
' See Reverse Side For Important Explanations

- |Debtor(s) (name(s) used by the debtor(s) in the last 8 years, including married, maiden, trade, and address):

Ecology Coatings, Inc.
fdba Ecology—CA
24663 Mound Road
Warren, MI 48091

Case Number: ’ ~ Social Security / Individual Taxpayer ID / Employer Tax ID / Other
13—49950-wsd nos:
26-0014658
Attorney for Debtor(s) (name and address): Bankruptcy Trustee (name and address):
Patrick N. Butler Wendy Tumer Lewis
Redman Law Firm, PLLC 444 West Willis Street
209 N. Old Woodward Avenue Suite #101
Birmingham, MI 48009 Detroit, MI 48201
Telephone number: (248) 5945959 Telephone number: 313-832-5555
Meeting of Creditors
Date: June 20, 2013 Time: 01:00 PM

Location: 211 West Fort St., Room 315, Detroit, MI 48226
Creditors May Not Take Certain Actions:

In most instances, the filing of the bankruptcy case automatically stays certain collection and other actions against the debtor and the
debtor's property. Under certain circumstances, the stay may be limited to 30 days or pot exist at all, although the debtor can request the
court to extend or impose a stay. If you attempt to collect a debt or take other action in violation of the Bankruptcy Code, you may be
penalized. Consult a lawyer to determine your rights in this case.

Please Do Not File a Proof of Claim Unless You Receive a Notice To Do So.
Creditor with a Foreign Address:

A creditor to whom this notice is sent at a foreign address should read the information under "Do Not File a Proof of Claim at This Time"
on the reverse side.

Address of the Bankruptcey Clerk's Office: For the Court:

211 West Fort Street Clerk of the Bankruptcy Court:
Detroit, MI 48226 Katherine B. Gullo

Telepbone number: 313-234-0065

Hours Open: Monday — Friday 08:30 AM — 4:00 PM Date: 5_/1 S5/13

13-49950-wsd .Doc 4 Filed 05/15/13 Enteréd 05/15/13 16:40:03 Page 1 of 2
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EXPLANATIONS BB (Official Form 9B) (12/12)

Filing of Chapter 7 A bankruptcy case under Chapter 7 of the Bankruptcy Code (title 11, United States Code) has been filed in this court
Bankruptcy Case by or against the debtor(s) listed on the front side, and an order for relief has been entered.

Legal Advice The staff of the bankruptey clerk's office cannot give legal advice. Consult a lawyer to determine your rights in this
case. .

Creditors Generally  Prohibited collection actions are listed in Bankruptcy Code §362. Common examples of prohibited actions include

May Not Take Certain contacting the debtor by telephone, mail or otherwise to demand repayment, taking actions to coliect money or

Actions obtain property from the debtor; repossessing the debtor's property; and starting or continuing lawsuits or
foreclosures. Under certain urcumstances the stay may be limited to 30 days or not exist at all, although the debtor
can request the court to extend or impose a stay.

Meeting of Creditors A meeting of creditors is scheduled for the date, time and location listed on the front side. The debtor's
representative must be present at the meeting to be questioned under oath by the trustee and by creditors. Creditors
are welcome to attend, but are not required to do so. The meeting may be continued and concluded at a later date
specified in a notice filed with the court.

Do Not File a Proof of There does not appear to be any property available to the trustee to pay creditors. You therefore should rot file a
Claim at This Time  proofof claim at this time. If it later appears that assets are available to pay creditors, you will be sent another notice
telling you that you may file a proof of claim, and telling you the deadline for filing your proof of claim. If this
notice is mailed to a creditor at a foreign address, the creditor may file a motion requesting the court to extend the
deadline.
Do not include this notice with any filing you make with the court.

Bankruptey Clerk's Any pager that you file in this bankruptcy case should be filed at the bankruptcy clerk's office at the address listed
Office on the front side. You may inspect all papers filed, including the list of the debtor's property and debts and the list of
the property claimed as exempt, at the bankruptcy clerk’s office.

Creditor with a Consult a lawycr familiar with United States bankruptcy law if you have any questions regarding your rights in this
Foreign Address case.

Refer to Other Side for Important Deadlines and Notices
The Court will dismiss this case without a hearing if the debtor(s) do not timely file all required documents

- land if no request for a hearing on dismissal is filed within 21 days after the petition is filed. The Clerk will give
[gghgg of the hearing on dismissal only to the party requesting the hearing, the debtor and the trustee,

13-49950-wsd Doc 4 Filed 05/15/13 Entered 05/15/13 16:40:03 Page 2 of 2
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- UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION - DETROIT

Inre:
Ecology Coatings, Inc., ’ Case No.: 13-49950-wsd
) Chapter 7
Debtor. ‘ Hon. Walter Shapero

/

OPINION GRANTING MOTION FOR RELIEF FROM AUTOMATIC STAY

Background

Ecology Coatings, Inc. (“Ecology”) is a Nevada corporation with a busineés presence in
Michigan and Ohio. It developed innovative multi-use coatings intended to be cost-effective and
environmentally friendly because they were cured by ultraviolet light rather) than heat. Ecology’s
primary assets are a number of patents and patent applications, as well as various formulas,
trademarks, and other forms of intellectual property (together, “Intellectual Property”). Ecology
became a public company in July 2007, but never had a public offering. A valuation conducted
in February 2008 estimated the potential value of the' Intellectual Property at $50-$55 million.
Ecology’s apparent potential led various' equity invesfors and Ecology’s own ofﬁcers to invest
large sums of money in it. It undertook efforts to (a) sell or license the Intellectual Property,
including through brokers and large chemical companies and (b) market the Intellectual Property
to various prominent businesses, as was evidenced in its lengthy Cqmmercia] Opportunity
Summary (Ex. 1). Ultimately, Ecology was altogefher unsuccessfui in commercializing or
realizing any material vélue from the Intéllectua! Pro;j)erty. Daniel lannotti testified that during

his time as Ecology’s vice president, general counsel, and secretary (between August 2008 and

December 2012), it only earned about $30,000 in revenue, mostly not from actual sales or

13-49950-wsd Doc 55 Filed 03/18/14 Entered 03/18/14 16:09:55 Page 10f 9
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licensing, but rather by Ecology being reimbursed for the costs of product trials it conducfed for
potential customers. A majorit.y of these product trials were unsuccessful.

As of the spning of 2010, Ecology was unable to acquiré-new financing and was virtually
bankrupt. John Michael Salpietra, who was friendly with members of Ecology’s board of
direqtqrs, stepped in to finance its Aoperaﬁonsv. On or about May 11, 2010, Ecology signed a
" Securéd P?omissory Note ,(“Nofé”) fo; $600,000 )at 4.75% interest, which evidenced Ecofogy’s
. Tepayment ,obligatiop to .Salpietra on a loan for that amount, which was secured by the
‘ Inteliectual Property. That same day, Salpietra wired $300,000 from his persorial banlg account
into Ecology’s bank account and made 17 other wireitransfers té Ecology in \;arious amounts
between Juh_c 2010 and December 2010. Altogether, these transfers totaled $600,000, as
evidenced by bank records (Ex. 2). Ecology filed notice of this transaction with the Secunties
- and Exchange Commission. On May 10, 2010, Salpietra recc;rded his security interest in the
Intellectual Propérty with the Nevada Seéretary of State, but did not record it with the U.S.
Patent and Trademark Office.

i’ursuant to the terms of the Note, at some point, the maturity date was extended by 30 days
in exchange for Salpietra receiving the option to purchase 15,000 sharés of Ecology stock.
Tannotti testified that there may have been a number of such extensions. Subsequentiy,v after
Ecology exhausted the $600,000, Salpietra made multiple additional unsecured loans in
exchange for separate promissory notes totaling $260,000 (which were evidenced by Ecology’s
ﬁlings with the Securities and Exchange Commission, 4though the notes themselves and the bank
records evidencing the transfers of money were not in evidence) and for more stock. Hevalso
appears to have made informal separate unsecured “l'foans” to Ecology by paying its premises

rent in exchange for stock or promissory notes. Salpietra received the bulk of his shares in

13-49950-wsd Doc 55 Filed 03/18/14 Entered 03/18/14 16:09:55 Page 20f9
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Ecology stock prirﬁarily by way of an investment he made through Fairmount Five, LLC. In late
2011 or early 2012, that entity converted its iﬁyestment in Ecology to Ecology shares and
distributed those shares to Salpietra and others who had invested in Fairmount Five, LLC. In all,
Safpietra amassed over one ﬁu'llion shares of Ecology stock. In early 2011, he became a member
of Ecology’s board, but not an officer. He was not combensated for his services.

Facing substantial financial difficulties, Ecology ceased operating in December 2012 and
filed 1ts Chapter 7 bankruptcy on May 15, 2013, sched\ﬂing' débts to its various investors, among
others, and the Intellectual ?roperty among its assetls..1 Salpietra moveci for relief from the
automatic stay. The motion was opposed by Mitch Sl;ahe;en, who in July 2008 had made two
‘unsecured loans to Eco] ogy totaling $250,000. As such loans were intended to be short-term until
Ecology obtained alternate ﬁnancing, Ecology agreed:to pay him 25% interest APR. Ecology
was unable to obtain the altémate financing, causing the interest on Shaheen’s loans to
compound dramatically. Shaheen filed a secured proof of claim in the amount of $818,363.53
stemming from a‘judgment ‘he obtained in December 2011 in the U.S. District Court for the
Eastern District of Michigan. Although he claims to be a secured cfeditor, Shaheen app\arenﬂy
has no specific security interest in the Intellectual Property. > Shaheen alleges that the Intellectual
Property can be sold for an amount higher than Sailpietra"s secured claihm, thus potentially
allowing for the repayment of at least a portion of Shaheen’s claim. The Chapter 7 Trustee

originally opposed Salpietra’s motion, but since withdrew that objection, effectively abandoning

! Ecology’s only other possible asset of value is its “public; shell,” i.e. the vehicle by which it became a
public company through a reverse merger. The Trustee has indicated that Salpietra’s security interest does
not extend to this assct, but has expressed doubts as to whether it is salable or has any value.

% Shaheen, as the basis for his claim being secured, had ﬁleci with the Macomb County Register of Deeds
a Notice of Judgment Lien, which was issued pursuant to aléd references Mich, Comp. Laws § 600.2803.
That provision only pertains to a judgment debtor’s current or future interests in real property (of which
Ecology has none). See Mich. Comp. Laws § 600.2803. ; ‘

H
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the Intellectual Property as an asset of the estate. The contested issues here are (a) whether
Salpietra holds a valid security interest in the Intellectual Property and (b) whether Ecology has

any equity in the Intellectual Property sufficient to defeat Salpietra’s motion.

Discussion

I. Whether Salpietra Has a Valid Security Interest in the Intellectual Property
Shaheen challenges the validity of Sall;ietra’s purpérted security interest in the Intéllectual
Property because it was not recorded with the U.S. Patent and'Trademark Office (PTQO). Shaheen
argues that, notwithstanding the filing of the UCC statement with the Nevada Secretary of State,
a filing with the PTO is required by 35 U.S.C. § 261 of the Patent Aét, which states in relevant
part.

An interest that constitutes an assignment, grant or conveyance shall be void as
against any- subsequent purchaser or mortgagee for a valuable consideration,
without notice, unless it is recorded in the Patent and Trademark Office within
three months from its date or prior to the date of such subsequent purchase or
mortgage.

As there 1s no binding case law in the Sixth Circuit on this issue, Salpietra relies principally

on Moldo v. Matsco, Inc. (In re Cybernetic Servs., Inc.), 252 F.3d 1039 (9th Cir. 2001) which

héld that recording a security interest in a patent pursuant to the California UCC was sufficient to
perfect it, and that filing with the PTO was not required. The court opined that “assignment,
grant or conveyance” refers to and encompasses iny transfe)rs of ownership, not to the creation
of a security interest. Id. at 1048-52. For example, an interest that constitutes a “grant” was
interpreted as meaning the transfer of an ownership interest pertaining to a gpeciﬁc geographic
area, not the “granting” of a security iﬁterest. Id. at 1050. That court also held that the Patent Act
was not preempted by the subsequently-adopted Article 9 of the UCC. Congress has revised the

Patent Act numerous times and, in doing so, continually preserved the language requiring filing

13-49950-wsd Doc 55 Filed 03/18/14 Entered 03/18/14 16:09:55 Page 4 of 9
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with the PTO only for transfers of ownership interests. Id. at 1056. This thoroughly reasoned

analysis was adopted by In re Tower Tech, Inc, 67 Fed. Appx. 521 (10th Cir. 2003)

(unpublished) and In_re Pasteurized Eggs Corp., 296 B.R. 283 (Bankr. D. N.H. 2003), and
commends itself to this Court.
Shaheen’s arguments against Cybernetic are unpersuasive. First, thisJ Court declines

Shaheen’s invitation to apply City Bank & Trust Co. v. Otto Fabric, Inc. (In re Otto Fabric, Inc.),

55 B.R. 654 (Bankr. D. Kan. 1985) (h‘olding that a filing with the PTO is required to perfect a
security interest in a patent) because that case (a) was reversed on appeal on that very issue in 83
B.R. 780 (D. Kan. 1988); and (b) is contrary to the greater persuasive weight of the above-noted.

authorities. Second, this Court is not persuaded by Shaheen’s discussion of Nat’l Peregrine, Inc.

v. Capitol Fed. Savs. & Loan Ass’n (In re Peregrine Entm’t 1.td), 116 B.R. 194 (C.D. Cal.

1990), which is a copyright case. The terms of the applicable statutes relating to copyrights,
unlike the patent statutes, specifically refer to and govern se'curity interests, as was discussed by
Cybernetic, 252 F.3d at 1056. Therefore, this Court concludes that Salpietra properly perfected a
security interest in the Intellectual Property and Shaheen, as the party cbntesﬁng such, has not

borne his burden.

II. The Amount of Salpietra’s Secured Claim
To prevalil, Salpietra must show that Ecolégy has no equity in the Intellectual Property, Le.
that its value is less than the amount of Salpietra’s secured claim. Salpietra’s filed proof of claim
of $987,046.57 consists of a secured portion of $687,019.57, as noted, with the difference being

the unsecured portion’ As the filed claim met the form and content requirements of

3 Although the Note provides that Ecology shall reimburse Salpietra for all reasonable costs, attorney’s
fees, and other expenses in connection with the Note, Salpietra’s proof of claim does not request such as

being part of the secured claim.
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Fed R.Bankr.P. 3001, 1t constitutes prima facie evidence of both the validity and amount of that
claim, whicb in essence shifts to Shaheen the burden of going forward to rebut the prima facie
presumption. See In re Kemmer, 315 B.R. 706, 713 (Bankr. E.D. Tenn. 2004). The Court has
heretofore dealt with the validity issue.. Shaheen questions the amount of the claim, arguing
initially that because Salpietra only advanced‘$3 00,000 contemporaneéusly with the issuance of
the Noze, only that amount should be considered to be secured. The clear facts are that the
remaining $300,000 was in fact advanced over a period of months, that the Note clearly indicates
the intention of Ecoiogy and Salpietra that the entire $600,000 was to be considered the
obligation secured by the Intell>eétua] Property, and that where other loans or loan extensions
were made, they involved separate additional consideration (i.e. unsecured nofes or issuances of
stock). Shaheen has not directed the Court to any legal authority that for a loan to be seéured, the
advances constituting that loan otherwise intended to be secured must be all made at the same
time, On the contrary, “An instrument 1s issued or transferred for value if .. The instrument is

issued or transferred for a promise of performance, to the extent the promise has been

performed.” Mich. Comp. Laws § 440.3303(1) (emphasis added).

Shaheen also argues that Ecology has repaid a portion of the secured debt it owed to
Salpietra. As noted, Salpiétra continued to extend unsecured credit to Ecology in exchange for
other promissory notes and for Ecology stock. Not only has Shaheen not borne his burden of
proof on that argument, but the affirmative evidence before the Court was that the issuance of the
stock to Salpietra was consideration for and incidental to new investments in Ecology separate
from the secured loan, or a modification ’of existing loans (such as the extension of maturity
dates). There is also direct testimony By Iannotti‘, who the Court finds to be a credible"witness,

that Ecology repaid nothing to Salpietra on the secured loan. Shaheen’s argument that any

13-49950-wsd Doc 55 Filed 03/18/14 Entered 03/18/14 16:09:55 Page 6 of 9

PATENT
REEL: 033133 FRAME: 0843



transfers of value to Salpietra (such as shares of stock) should have been applied to the prior
secured debt, rather than the unsecured debt, are unpersuasive because, unless a debtor directs
, “otherwise, a cfeditor 1s free to apply paym{ents as it pleases. In re Corradini, 276 B.R. 571, 576
(Bankr. .W.D. Mich. 2002) aff"d sub nom. Corradini v, Cbrradini, 75 Fed. Appx. 444 (6th Cir.
2003) (unpublished); People for Use & Benefit of Mich. Eléc. Supply Co. v. Vandenburg Eieé.
Co., 343 Mich. 87, 92-93 (1955). It is evident that both Ecology and Shaheen deemed such
tra;nsfers as applying to the unsecured debts,-not the prior secured débt (though it is unclear
whether that 1s because Ecology requested such appli'c.ation or whether Salpietra made that
election in the absence of Ecology’s request) (see Ex. 4, Pg. 33). The only reasonable conclusion
that can be reacﬁed from this record is that the amount of the secured claim is the amount set
forth in éalpietra’s secured proof of claim and that Shaheen has not born his burden of rebutting
the priina %acie presumption of the filed claim’s validity (and even if he had, Salpietra would

have borne his ultimate burden of proof by a preponderance).

II. The Value of the Intellectual Property

Whether Ecology has any equity in the Intellectual Property'hinges on its value. Although
no party contenlds that the 2008 valuation for $50-55 million (conducted around Ecology’s
zénith) 1s even remotely indicative its actual present value, at no point has any party indicated its
opinion of the value. No other profeséional valuation or appraisal was put intq evidence, nor was
any expert testimony offered. Ianhotti, Salpietra’s lay witness, testified as to the above-noted
difficulties Ecology had in commercializing the Intellectual Préperty, an appropriate inference
ther‘efrom being that the value is minimal or perhaps nonexistent.

The Tmstee’s participation at the evidentiary hearing was very 1imite:d. She was prirr%ari&y

concerned with whether Salpietra had colluded to frustrate the administration of the Intellectual

'
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Property as an asset of the bankruptcy estate, but ultimately concluded that was not the case. The
Trustee detailed her various unsuccessful efforts to commercialize the Intellectual Property over

a number of months. The Trustee took tﬁe position that Salpiefra’s secured claim is valid,

meaning that in order for the Trustee to pay all the estate’s administrative expenses,’ pay

Salpietra’s secured claim in full, and then begin paying other creditors, she would have to sell the

Intellectual Property for substantially more than the amount of Salpietra’s secured claim. The

Trustee contemplated hiring a broker to sell the Intellectual Property, as she had done in a prior
separate case, but found that brokers requested high retainer fees and apparently refused to work

on a contingency basis. Ecology provided the Trustee with a list of about 15-20 persons who

might be interested in bﬁying or licensing thé Intellectual Property. The Trustee approached

these persons but was unsuccessful, though ?ne” unnamed person made an offer of $400,000

(which the Trustee implied was declined). The Trustee also indicated that she was contacted by a
number of Ecology’s investors and shareholders regarding purchasing the Intellectual Property,

but they were unable to reach any agreement. Unless outweighed by other credible evidence, a

Chapter 7 trustee’s position in such cases ought to be affor;ied considerable deference. Shaheen

offered no countervailing evidence. (

Thus, in sum, the value of the Intellectual Property (or the laclg thereof) is reflected by the
numerous unsuccessful efforts by various persons to derive any meaningful revenue from it.
Ecology was not able to commercialize the' In‘tellectual Property, either during its years of
operation or during the 5-6 month period between its cessation of operation and its bankruptcy

filing, Ecology’s investors, at one point, had such faith in its profit potential that they personally

* Aside from an administrative expense for the Trustee’s fees, Ecology’s landlord for their Akron, Ohio
facility will also have an administrative expense for its costs in securing and storing certain chemicals that
Ecology abandoned on the premises. ‘ ‘
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éxtended to it hundreds of thousands of dollars of unsecured credit. However, none of those
investors appear to now have enough faith in the present value of the Intellectual Property to
seek to acquire it for somefhing in excess of Salpietra’s secured claim.

'f’he Court need not (and cannot) speculate as to the precise value of the Intellectual
Property. But given these facts, it is quite clear that despite the best efforts of Ecology and the
Trustee, who both possessed capable business judgment. and were highly motivated to
commercialize the Intellectual Property, no person is willing to purchase it for any amount
approaching the amount of Salpietra’s secured claim. These facts are highly probative of the
Intellectual Prbperty’s lack of value or lack of ény value that exceeds the amount of Salpietra’s
secﬁred claim. Whether one describes the indicated evidence as “anecdotal,” as Shaheen does, or
otherwise, on this record and given the total lack of other evidence, it preponderates and is
sufficient. The totality of the evidence leads to.the fair and reasonable inference that the
Intellectual Property is Wonh less than Salpietra’s secured claim.’

The Court therefore finds by e;‘preponderance, given thé totality of the evidence presented,
that the value of the Iﬁfellectual Property is low enough that Ecology has no equity therein and
that Salpietra has met his burden of/proof and is entitled to relief from the automatic stay as to
the Intellectual Property. The Court will contemporaneously enter an appropriate order.

Signed on March 18, 2014
/s/ Walter Shapero

Walter Shapero
United States Bankruptcy Judge

3 It is worth noting that, based on this record, a similar conclusion would likely be reached if (as Shaheen
argues) the amount of Salpietra’s secured claim was substantially less than he claims.
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~ . Salpietra
: 2693 Heights View Court ~ ~
© T Rochester Hills, MI'48306 ¢

Apni7 2014

J:m Juhano Chalrman o ' : Ji}n'.Juliano, Chairman = . .. JimJuliano

Ecology Coatlngs, lnc. , ' Ecology Coatings, Inc. 415 Pleasant

2701 Cambridge Court, #100 24663 Mound P ~ Birmingham, MI 48009
Auburn Hills, M! 48326 ‘ Warren, Ml 48091 '
Dear Jim:

Ecology Coatings is in default under a secured promissory noté dated May 11, 2010 between Ecology
Coatings and me. The amount of my secured claim is $687,019.57.

Please be advised that | intend to strictly foreclose on the property described in the enclosed security
interest (collectively, “Intellectual Property”) pursuant to UCC 9-620. | intend to accept the Intellectual

. Property in full satisfaction of my secured claim against Ecology Coatings. Accordingly, upon successful

transfer of ownership rights in the Intellectual Property from Ecology Coatings to me, | will relinquish
any deﬁcuency claim against Ecology Coatings.

If you have any objection to my proposal to accept the Intellectual Property in full satisfaction of the
Balance, you must send me an authenticated statement of your objection {including the basis for same]
within twenty (20) days from the date this notice was sent If'we have not received an authenticated
objection within that time period, you will be déemed to have consented to this proposal and will have
no further right to object. If you intend to object to this strict foreclosure, kindly respond in writing to

- the address noted above.

Thank you Q)é 50\4& ujéw

John M. “Pete” Salpietra

H

Enclosure {Secured interest)
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Being first duly sworn, Daniel Iannotti states as follows:

1. I am competent to testify as to the matters contained in this Affidavit.

2. Tamran attorney licensed to practice law in Michigan (P30167) and llinois (6208574).

3. Thave prepared and read the Affidavit of John M. “Pete” Salpietra and it is true, correct
and accurate.

4. Itis my opinion that Mr. Salpietra has obtained full ownership of all of Ecology
Coatings, Inc.’s (“Ecology”) intellectual property — including all of the patents and trademarks
associated with the attached Cover Sheets — under Nevada state 1aw. More specifically, he has
obtained ownership by following thg steps ‘identiﬁed in Uniform Commercial Code Article 9;
Section 620 (Nevada Revised Statute Article 104, Sectién 9620 — NRS 104.9620). This Section
provides for “Acceptance of cpllateral in full or partial satisfaction of obligation” and is also
known as “strict foreclosure"';. By following the steps outlined in this Section, Mr. Salpietra has

elected to take ownership of Ecology’s patents and trademarks in lieu of seeking repayment of”

Ecology’s $600,000 note to him. W

Daniel Iannotti

State of Michigan )
County of Oakland )

Subscribed and sworn to before me this ﬂg_ day of May, 2014

B . Traci Hamilton ‘
o i}““ Lol M . NOTARY PUBLIC, WAYNE COUNTY, Mi

“TERLO VIR My Commission Expires 01/18/2020

\L)CLW Omﬁ Notary Public . Acting In Oakland County
. s Y

My commission expires: Q(O}& (&« 2020
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