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Brennan H. Moss (10267)
Pia Anderson Dorius Reynard & Moss
222 S. Main Street, Ste. 1830
Salt Lake City, Utah 84101
Telephone: (801) 350-9000
Facsimile: (801) 350-9010
E-Mail: bmoss@padrm.com
Attorneys for Defendant V3 Systems, Inc.
IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAH, CENTRAL DIVISION

MICHAEL E. ANDERER,
Plaintiff,
v.
INAURA, INC., PETER V3, RODNEY A
RASMUSSEN, DAVID M. MOCK, DAVID
G. TURCOTTE, and V3 SYSTEMS, INC.
Defendants.

DECLARATION OF GERARD WILLIAM
KESSSELRING IN OPPOSITION TO
MOTION FOR PRELIMINARY
INJUNCTION, TEMPORARY
RESTRAINING ORDER, AND
APPOINTMENT OF RECEIVER

Case No. 2:13-cv-00111- RJS-DBP
Judge Robert Shelby
Magistrate Judge Pead

GERARD WILLIAM KESSELRING, pursuant to 28 U.S.C. S 1746 hereby declares as
follows:
1.

I am over 18 years of age, of sound mind and otherwise competent to make this

Declaration. The statements set out in this Declaration are made the best of my personal
knowledge unless otherwise stated.
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2.

I have never participated, nor have I even heard of many of the companies

mentioned by Anderer in his declaration. I have never worked for nor heard of American
Institutional Partners (AIP) or Canvas Technologies.
3.

I have never been, nor am I a Managing Director of GMG Capital Partners, which

means I had no control over decisions made by GMG. I was not part of the LLP and am not a
holder of carried interest.
4.

I have only seen Michael Anderer on three occasions, once at Spencer’s restaurant

in Salt Lake City, once at the Realm offices in Sandy, Utah and once at a trade show in Las
Vegas. The longest any conversation lasted was at most 20 minutes.
5.

I am an experienced technology veteran with over 20 years of management

operational experience and 14 years of venture experience.
6.

I am currently consulting from a sole proprietorship by the name of Blacksmith

Ventures.
7.

My consulting work has focused on aiding universities to commercialize

promising technologies.
8.

From 2011 until May of 2013, my consultant services was hired by Utah State

University where we helped to raise money for one spin out company.
9.

From 2013 until today, I am a mentor for commercialization efforts from Oregon

State University.
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10.

From 2009-2012, I served as a consultant with IQ Engines helping to raise over

$4 million in two rounds of financing and acting in a business development capacity for the
company.
11.

As such, I provided valuation metrics and I secured cornerstone customers for IQ

Engines Image recognition technology, including Best Buy, SAP, Yahoo!, LG Electronics and
Samsung.
12.

From 1998 to 2008 I functioned as a consultant and employee at GMG Capital

Partners where I was deployed to help manage and grow investments on the West Coast.
13.

I have never been a managing director of GMG Capital Partners nor any of its

funds. I was not a signatory, I had no decision-making authority and I am not a partner with
carried interest.
14.

While with GMG, I developed comprehensive skills in valuation, diligence and

corporate governance over the decade and was called upon frequently to help boards establish
policy governance to better establish valuation expectations and manage the portfolio companies.
15.

These portfolio companies are Alloptic Networks, Captus Networks, Kenai

Systems, Forum Systems, EquipMD, and Lancope.
16.

Prior to GMG Capital Partners I was VP of Business Development for J.Stream,

which later changed its name to Infinite Ink.
17.

J.Stream takes credit for providing the world’s first digital rights management

system for ebooks and was purchased by Intertrust returning for roughly 6 times investors’
money in less than 2 years.
3
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18.

Prior to J.Stream, I worked with Innovus Multimedia as VP of Product

Development.
19.

My responsibilities included product strategy, transitioning product to include via

the Web and ultimately aiding to find an acquirer.
20.

This acquisition returned either a multiple on capital or capital invested to the

investors.
21.

Prior to Innovus Multimedia, I worked with Novell/WordPerfect as Program

Director over component architecture. I developed strong marketing and technology
relationships with Apple, IBM, Adobe and Sun Microsystems, co-developing cross platform
component architecture called OpenDoc.
22.

Prior to WordPerfert/Novell, I was an industry analyst at Dataquest, covering the

personal computing software industry.
23.

In fall of 2013, I was approached by V3 Systems to help negotiate settlements

with Catherine Voutaz and to serve the board as a consultant to aid in the asset sale of V3
Systems to Sphere 3D.
24.

I got to know Catherine Voutaz by introducing V3 Systems to Javelin Ventures

and ATA Ventures. Grant Smith and Catherine Voutaz participated in introductory calls with
both groups. Throughout the process I worked with both Catherine Voutaz and Grant Smith on
creating a due diligence list of items that any venture group would ask for. I was never
compensated for these efforts.
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25.

In or about November 2013, I was asked by V3 Sytstems, Inc. (“V3”) to discuss

settlement terms with Ms. Voutaz.
26.

In or about September 2013, Ms. Voutaz, KC Voutaz, LLC, and KDJC, LLC

(jointly referred to as “Voutaz”) filed an action against V3 to recover monies lent by Voutaz to
V3.
27.

Voutaz lent funds to V3 on numerous occasions as a bridge loan so that V3 could

fund business operations and to pay wages and commissions. The bridge loans were evidenced
by promissory notes issued by V3, to wit: the August 29, 2011 note for $90,000; the November
14, 2011 note for $39,500; the December 2011 note for $201,000; the December 16, 2011 note
for $60,000 note; the January 18, 2012 note for $200,000; the January 31, 2012 Note for
$44,500; the February 10, 2012 note for $100,000; the February 14, 2012 note for $200,000; the
March 12, 2012 note for $200,000; the March 29, 2012 note for $145,000; the April 13, 2012
note for $200,000; the April 30, 2012 note for $160,000; the May 3, 2012 note for $32,000; the
July 24, 2012 note for $110,000; and the November 16, 2012 note for $108,955.62. The notes
totaled approximately $1,890,955.62.
28.

Due to a high level of distrust between Ms. Voutaz and the individuals operating

V3, I was necessary to calm Mr. Voutaz fears and discuss different settlement options.
29.

The parties were ultimately able to reach a settlement agreement, wherein V3

agreed to pay Voutaz some of the amounts owed to her at the closing of the asset sale to
Sphere3D and the rest to be paid by January 15, 2015. The remaining amount owing ($700,000)
was to be secured by Sphere3D stock.
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30.

In or about April 2014, after V3 closed the sale of its assets to Sphere3D, I was

asked by Ric Lindstrom if I would help V3 with the dissolution process.
31.

I was informed that I would serve at the benefit of the board of directors and the

shareholders and would be responsible to manage the dissolution of V3’s interest in Sphere3D
stock, its remaining asset.
32.

I accepted the offer and have worked as the manager of the dissolution since that

33.

The V3 board currently consists of Ric Lindstrom, Jim Morse, David Mock, and

time.

Joachim (“Joe”) Gfoeller.
34.

David Mock is on the board because the investment documents provide that the

shareholders organized under the investment group SPV1 are entitled to have a representative on
the board.
35.

Joe Gfoeller is on the board because the investment documents provide that the

shareholders organized under the investment group SPV2 are entitled to have a representative on
the board.
36.

GMG has no relation to V3 and is not involved with V3’s affairs.

37.

I was involved with GMG as an employee, and although I was called “partner” I

was not a partner in the venture funds or entitled to any equity distributions.
38.

While I have managed the dissolution I have participated in board calls, taken

direction from the board of directors, resolved disputes between the board of directors, settled
claims, and taken advice from V3’s outside counsel Jeff Shields and Brennan Moss.
6
!

Case 2:13-cv-00111-RJS-DBP Document 56 Filed 09/16/14 Page 7 of 18

39.

My work for V3 has been for the benefit of the company and I understand that I

have a fiduciary duty to the company that must be fulfilled by following the statutes regarding
dissolution.
40.

V3 is a Nevada corporation and therefore subject to Nevada law.

41.

I have worked with Jeff Shields on coming up with a dissolution plan that is

acceptable to the shareholders.
42.

The dissolution plan has been approved by the board of directors and will be

presented to the shareholders at the next shareholder’s meeting.
43.

On or about, August 5, 2014, I sent a letter to the shareholders providing detail of

the dissolution process. (A copy of the shareholder letter is attached hereto as “Exhibit A.”)
44.

I have also been in charge of managing V3’s debtors and arranging for payment

of their claims when funds became available.
45.

There are currently 78 separate claims by people, vendors, and companies totaling

approximately $5,179,680.00. Those claims range from claims by the IRS and state tax
authorities, to unliquidated claim brought by Mike Anderer.
46.

The Sphere3D stock is V3’s only remaining asset.

47.

Pursuant to the asset purchase agreement between V3 and Sphere3D, V3 was to

receive some cash, plus restricted stock of Sphere3D.
48.

Sphere3D’s stock is listed on the Toronto Stock Exchange (TSX) under the

symbol ANY.V, and just recently was listed on the NASDAQ under the symbol ANY.
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49.

The cash was distributed to as many creditors as possible at closing, and the stock

has been held until it is unrestricted and can be sold on the TSX or the NASDAQ.
50.

After becoming involved as the manager of V3’s liquidation, it was my

understanding that V3 could take advantage of the Regulation S exemption under Rule 144
because V3 is a US corporation holding stock listed on the TSX.
51.

The Regulation S exemption would allow V3 to sell the restricted stock on the

TSX after holding it for four months, rather than having to wait six months under Rule 144.
52.

The asset purchase closed on March 23, 2014, therefore the Regulation S

exemption would allow V3 to sell stock and raise money on the TSX on July 23, 2014.
53.

V3 hired a securities attorney, William Macdonald, who was well versed in cross

boarder stock deals to handle the removal of the legend so the stock could be sold.
54.

Mr. Macdonald wrote an opinion letter to the transfer agent, TMX Equity

Transfer Services, Inc., asking that the legend be removed pursuant to Regulation S of the
Securities Act of 1933.
55.

For various reasons that are currently unknown, Sphere3D rejected the removal

of the legend and has prohibited V3 from selling its shares until now.
56.

V3’s money constraints have prohibited it from pursuing legal action against

Sphere3D regarding its refusal to remove the legend from the shares.
57.

V3 has been left with little choice other than to wait for the expiration of the six

month waiting period set forth by Rule 144.
58.

The six months waiting period will be up on September 23, 2014.
8
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59.

It is curious to me that Mike Anderer and Spherer3D have entered into a common

interest agreement at the same time Mike Anderer has filed a motion for an injunction preventing
V3 from selling Sphere3D stock on September 23, 2014.
60.

V3 as no liquidity until it is able to liquidate the stock and receives earn out

payments.
61.

Once V3 is able to sell stock, it will begin to pay creditors pursuant to the

liquidation plan proscribed by Nevada statute.
62.

Mr. Shields has explained that Section 78.590 of the Nevada Revised Statute

(“NRS”), converts the Board of Directors to liquidating trustees upon dissolution.
63.

Section 78.610, NRS, regulates the payment of claims and distributions to

shareholders in a strict priority. It provides:
The trustees…., after payment of all allowances, expenses, and costs, and the satisfaction
of all special and general liens upon the funds of the corporation to the extent of their lawful
priority, shall pay the other debts due from the corporation, if funds in their hands shall be
sufficient therefore, and if not, they shall distribute the same ratably among all creditors who
shall prove their debts….. If there shall be any balance remaining after the payment of the debts
and necessary expenses (or making adequate provision therefore), they shall distribute and pay
the same to and among those who shall be justly entitled thereto, as having been stockholders of
the corporation….
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64.

It has been explained to me that all debts must be paid or provided for (the latter

language dealing with contingent, unliquidated or disputed debts) before any distributions to
stockholders can be made.
65.

Mr. Shields has advised the Board that this priority as between creditors and

equity must be observed. I have focused on keeping this priority as I have discussed the plan
with individual shareholders and creditors.
66.

It has also been explained to me that “lawful priority” dissolution estates typically

adopt the priority scheme of the United States Bankruptcy Code, which is similar to, but more
specific, than the Nevada statute. The Plan of Dissolution approved by the Board for V3 adopts
those provisions.
67.

Mr. Shields also explained that under the so-called “absolute priority rule” under

the Bankruptcy Code, equity is typically the last class of interests to be paid even under
reorganizing Chapter 11 plans, assuming equity interests survive at all. To my knowledge, no
distributions of any kind have been made, or promised ahead of creditor claims, to any equity
interest holder. In fact, with the help of counsel and the board of directors, the letter sent to the
shareholders on August 5, 2014 explained this priority and provided an earlier draft of the Plan
of Dissolution.
68.

Based upon the obligations of Nevada law and the priorities that creditors

normally receive over equity holders, Anderer’s expressed fears that I will assist “Mock and his
chronies” to pay stockholders and non-creditor third parties before creditors is legally
unfounded. My obligations to V3 do not provide any credence for that viewpoint.
10
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69.

Anderer is, in this circumstance, a disputed, contingent and unliqudated general

unsecured claim. He has no higher priority than that even if he can prove up on any claim which
V3 disputes.
70.

I have worked carefully to assure that V3 has completed its post closing

obligations, which precede formal dissolution.
71.

As referenced above, on August 20, 2014, V3’s Board approved, for submission

to the shareholders, a Plan of Dissolution. V3 has since been garnering shareholder support for
the Plan.
72.

Mr. Shileds has explained to me that the Nevada Revised Statutes (“NRS”)

contain specific provisions concerning priority of payment in dissolution. Specifically, NRS §§
78.565 through 78.620, entitled “Sale of Assets: Dissolution and Winding Up,” govern that
process.
73.

If Anderer is awarded the relief he seeks, specifically freezing all sales of V3’s

Sphere3D stock, many other innocent creditors with honest and liquidated claims in the millions
of dollars (including claims of the Internal Revenue Service) will be adversely affected to the
benefit of a contingent, disputed and unliquidated creditor who allowed this litigation to sit
stagnant for almost 14 months.
74.

None of the many other creditors of V3 have suggested, threatened, sought to

obtain, or obtained such extraordinary relief to my knowledge.
75.

Appointing a receiver is unnecessary and burdensome and would be unduly

expensive for a new professional to get up to speed. Corporate formalities are, to my knowledge,
11
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EXHIBIT A
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August 5th,2014

CONFIDENTIAL
Shareholders of V3 Systems,Inc.

n/k/a U.D. Dissolution Corp.

Re:

Interim Informational Report and Status of Winding up of V3 Systems,Inc.
nflr/a U.D. Dissolution Corp.

Dear Shareholder:
The Board of Directors ("Board") believes that this is an appropriate time to provide an
interim status report to the shareholders of V3 Systems, Inc., now known as U.D. Dissolution Corp.
("Company"),1 following the closing of the sale of all or substantially all of the Company's assets on
March 21,2014. The Board hopes you find this information useful. This report is based upon
information currently in our possession but could change as more information becomes available.

1.

Board of Directors. The Board of Directors currently consists of Joachim Gfoeller,
chairman; Eric C. Lindstrom; David Mock; and Jim Morse. On July l4th,20l4,the Board, in
accordance with the Articles and Bylaws, voted to reduce the Board size from seven to five
members. Peter Bookman resigned on April 7,2014, and Gary Barbour resigned on July 1Oth 2014.
Since the closing of the sale of the Company's assets to Sphere 3D Corporation ("Sphere") on March
21,2014 your Board has been extremely active in dealing with post-closing obligations, resolving
pre- and post-closing disputes, identiffing and negotiating claims, verifring equlty holdings, and
organizing the Company's affairs in preparation for complete liquidation of the Company. Such
liquidation will include payment of administrative expenses, payment to creditors and, finally,
distributions to our shareholders as explained in more detail below.

2. Summar.v of the Sphere 3D Transaction. As of November of 2}l3,management of
the Company had determined, among other things, that the Company could not continue in business
due to its financial results, debt structure, market prospects, and inability to raise new capital.
Specifically, the Company had, at that time, a dominant secured creditor, which had the ability under
the structure of the debt to foreclose against all of the assets of the Company, which would have left
other unsecured creditors and shareholders with very little if nothing. The Company considered
I Under the Asset Purchase Agreement between V3 Systems, Inc. and Sphere 3D Corp., Sphere 3D
acquired the "V3" name and trade style and as such, the Company was obligated to change its
name.
t 165841.3

Tuesday, August 5,2014
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various alternatives, including a statutory dissolution, filing bankruptcy, or finding a strategic buyer.
In September 2013, management renewed a contact with Sphere, a publicly traded company in
Canada that is listed on the Toronto Stock Exchange, and began negotiating a sale of the Company's
assets to Sphere so that the Company would be able to pay its creditors and even possibly make
some distributions to our shareholders. Given the Company's debts and financial structure, this
transaction with Sphere was extremely difficult and time-consuming to negotiate and consummate.

Finally, on February 11,2014, the Company signed the Asset Purchase Agreement ("APA")
with Sphere. In exchange for nearly all of its assets, including intellectual property, the Company
received the following:

(a)

S4,000,000, net $3,200,000 (Sphere loaned V3 $800,000 prior to closing to cover
current expenses) (U.S.) in cash;

(b)

Common stock of Sphere having an aggregate value as of the closing date of
$5,700,000, which equated to 1,089,867 shares of Sphere common stock. The deal
price for the stock obtained in the sale was $5.23 per share. Since the closing,
Sphere's shares have traded significantly above the share price2. Approximately
750,000_Sphere shares have been held back or pledged to creditors under the APA
(this includes settlements, proposed settlements and other customary holdbacks). We
can expect certain of those held-back shares to be released when claims are resolved
and/or when certain contractual conditions are met.

(c)

An earn-out component with a potential value of $5,000,000. The earn out is
achieved as the V3 Systems business unit of Sphere achieves certain revenue
milestones over a maximum period of 15 months. Each incremental potential
payment across the five-tier revenue target is $1,250,000 each. Once $5 million in
revenue has been reached, V3 Systems receives $l million in earn out, with an
additional $1 million being paid for every revenue increment of $1.250 million until
revenue surpasses $10 million. If the revenue milestones are met and the shares
continue to trade roughly in the same range that they have been trading in the recent
past, sufficient funds will likely be available to pay all administrative expenses,
creditors, and a substantial payment to our shareholders in priority (beginning with
Series A Preferred, then Angel Preferred and then Common.

3.

Remaining Liabilities and Priorit!,Schedules. Because of the amount of debt which
the Company had on its balance sheet going into the Sphere transaction and at closing, it was not
able to pay all of its debt with the cash closing proceeds. However, the cash closing proceeds were
employed to pay the majority of the principal secured claim (accompanied by a one-year deferral of
remaining balance) and of all labor and IRS claims which encumbered any assets to be transferred
under the APA. Other expenses were paid as well, such as a portion of the attorneys' fees incurred
in the deal, a portion of the consulting fees, and payments to certain key officer and employee back
pay (although not in full). Some of these claims may yet be subject to reduction or elimination in the
process of winding up the Company's affairs. Management is closely scrutinizing the basis for
2

The Company cannot, of course, predict the share price of the Sphere stock and past performance
is not a guarantee of future performance.

l 165841.3
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every claim. The claims will be paid, as required by Nevada statutes, in their lawful priority
beginning with administrative expenses, then priority claims, then secured claims, then unsecured
claims and then equity, beginning with Preferred A, then Angel Preferred, and then Common.
Applicable law requires that the Company observe those priorities.

4. Draft Plan of Dissolution and Timine. Since the closing of the deal with Sphere, the
Company has been formulating a plan of dissolution, and completing certain post-closing obligations
and pre-closing settlements which needed to be completed before the Company can finally liquidate
its assets then dissolve. Under Nevada law, the Board adopts the plan of dissolution for
recommendation to the shareholders and then submit it for a majority vote of the shareholders. The
draft plan of dissolution currently under consideration by the Board is shorter than, but somewhat
similar to, a bankruptcy plan of liquidation and incorporates the priorities of the United States
Bankruptcy Code by analogy, as is typical, since the Nevada statute does not specifically proscribe
priority of payments (only to mandate 'lawful priority"). Under Nevada law, once the plan of
dissolution is adopted and a certificate of dissolution is filed with the Nevada Secretary of State, the
Company retains the ability to sue and be sued, and to take all steps necessary for the gradual
winding up of its affairs, but cannot continue in business. The Nevada dissolution statute also
imposes a shortened statute of limitations on claims, provides certain director and shareholder
liability protections, and converts the directors into liquidation "trustees." The plan of dissolution
will likely include a proposal for the appointment of two liquidating trustees from the existing Board
(proposed at this time to be Joe Gfoeller and Jim Morse who will be supported by a consultant and
dissolution agent, Bill Kesselring) and the authority to appoint non-voting advisory committees of,
for example, equity holders. The Company expects to have a Board vote on the final plan of
dissolution within the next 14 days and thereafter submit it for the examination and approval of our
shareholders. As among equtty, the liquidation preferences provided in the Articles of Incorporation
will be observed. The Board has also engaged attomeys, accountants and a consultant to assist with
this process.
5. Near Term and Long-Term Liquidity. As explained above, the Company employed
the cash portion of the Sphere transaction to, among other things, pay liabilities that were necessary
to be able to transfer the assets free and clear of claims. The Sphere stock that the Company
received is subject to U.S. SEC Rule 144-type restrictions in Canada. The Canadian restricted
period is a minimum of four months, meaning that the Company was not able to liquidate, pledge or
hypothecate any shares in Sphere until July 24,2014. The Company has opened a securities account
with a brokerage firm which is capable of selling the stock in a rational manner to maximize its
value and to avoid depressing the price. Sales should be under way by the second week in August.
Management has consulted with Canadian securities counsel and the brokerage firm to formulate a
liquidation strategy that will maximize the value of the shares. However, until the Company starts
liquidating shares on the public exchange, it has no liquidity with which to make any payments or
distributions.
6. Eam-Out. As explained above, the Company will potentially receive an additional
million
in eam-out payments from Sphere. The Company and its professionals continue to
$5
closely monitor the earn-out reports from Sphere, which are given within 30 days after the closing of
each month. As of July 30,2014, Sphere reported roughly $1.4 million in revenue applied to the
earn-out payment and eam out proceeds are expected in the future. While normally the Company
would hold all cash for distribution until the last dollar is collected, the liquidating trustees will
l 165841.3
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likely consider making an initial distribution after the stock is sold and then interim distributions as
the earn-out is realized. It is possible, although the Company does not feel that it is likely, that the
U.S. SEC Rule 144 restriction period could apply, leaving the Company unable to begin selling
shares until September 23, 2014. This is because, as noted above, the U.S. restricted period is two
months longer than the Canadian restricted period. In addition to the legal restrictions, there are
certain "market restrictions" which must be observed to rationally liquidate the stock, such as
observance of daily volumes, price fluctuations, and other strategies designed to avoid suppressing
the stock price and to maximize value to our shareholders.

7.

Summary of Liabilities and Equity. At this time, and after diligent review,
negotiation and research by management and its professionals, the Company has the following
liabilities and classes of equity:

(a)

Administrative Claims: Over the past 11 months, the Company currently has
administrative claims (for attorneys, accountants and consultants) of roughly
$300,000.

(b)

Priority Claims: The Company has priority tax claims of $153,296. Priority wage
claims are still being determined and, for now, are accounted for as unsecured claims.

(c)

Secured Claims: The Company has secured claims of $2,160,000 secured by 181,000
of Sphere 3D stock and the proceeds of 355,000 of stock all of which are
expected to be paid through regular stock sales.
shares

(d)
(e)

Unsecured Claims: The Company has general unsecured liabilities at this time
52,740,000 representing typical unsecured claims, from vendors, etc.

of

Equrty: The Company currently has three classes of shareholders, specifically
Preferred A, Angel Preferred, and Common. There are 17,779,52 issued outsknding
shares of Preferred A,4,479,283 shares of Angel Preferred, and 4,688,403 shares of
Common.

8.

Litigation Claimq. The Company currently has three lawsuits pending against it, one
in New York, which is being dismissed as a result of a settlement agreement, and two other suits,
both by Michael Anderer, pending in Utah, for which a cash and stock hold-back reserve was
established in the APA. It is expected that the litigation with Mr. Anderer will be adjudicated or
settled within the hold backs set aside for such litigation (including defense costs) under the APA.

9.

Related Wind Up Tasks. The Company will wind up and terminate its a01ft) plan
accordance with applicable Department of Labor and Internal Revenue Code regulations and will

in

file current tax returns. It is unknown at this time whether the Company will incur income tax
liabilities (capital gains or otherwise) as a result of the Sphere sale. If so, appropriate reserves will
be established.

10.

Administrative Expenses. The Company has and will continue to accrue certain
administrative expenses which, under the plan of dissolution and the Bankruptcy Code dissolution
priorities to be adopted by analogy by the Company, to attorneys, consultants and accountants as
well as the Trustees. William Kesselring, an experienced businessman, who acted as a consultant to
I 16584 1.3
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the Company in structuring the Sphere sale, was appointed as consultant and functional dissolution
agent by the Board and will be leading the efforts to appropriately wind up the Company and
distribute its assets. The Company has engaged the law firm of Jones, Waldo, Holbrook &
McDonough, P.C. as dissolution counsel and continues with Pia Anderson Dorius Reynard & Moss
as patent, securities, and pending litigation counsel. The Company has engaged specialty
accounting firm Lone Peak Advisors to structure a dynamic liquidation priority model and to
perform any forensic accounting work that may be needed.

Much more will be known about the Company's prospects for paying dividends to its
shareholders once stock sales begin. Management will continue to report to our valued shareholders
as significant new developments occur. We expect the next significant development to be a notice
of shareholders meeting to approve the proposed plan of dissolution. Thank you for your patience
and support as we work through this difficult process.

Very truly yours,
V3 SYSTEMS, INC.

Bill Kesselring

I 165841.3

