UsSDC SCAN INDEX SHEET

TR
LI
I

Ml

AW
RN
i
N A

*******



11/24/2004 12:03 FAX \ Trial Unit PRO OR\@?W\;‘_WASL
® ® a

W 00 ~ O i bW N

NN DR NN R e
m«qmmnww»——oxomzaﬁzﬁﬁ:g

MOLLY M WHITE, Cal, Bar No. 171448

KELLY BOWERS, Cal. Bar No. 164007 OLUGT 24 PRI 38

VICTORIA A. LEVIN, Cal. Bar No. 166616 '

SUSAN F. HANNAN, Cal. Bar No. 097604 v S werney SED
Sowttnihi s o adT wF AL S A

Attorneys for Plaintiff

Securities and Exchange Commission 1y —

Randall R. Lee, Regional Director

Sandra J. Harris, Associate Regional Director
Briane Nelson Mitchell, Associate Regional Director
5670 Wilshire Boulevard, 11th Floor
Los Angeles, California 90036
Telephone: 323; 965-3998
Facsimile: (323) 965-3908

UNITED STATES DISTRICT COURT .
SOUTHERN DISTRICT OF CALIFORNIA

. s/ BY FAX
SECURITIES AND EXCHANGE Case No. 04 CV 2295 DMS (LSP)
COMMISSION,
. DECLARATION OF SUSANF.
Plaintiff, HANNAN IN SUPPORT OF THE
vs S%BE%JISSION’S SUPPLEMENTAL

EMVEST MORTGAGE FUND, LLC,
glﬁzrgggr, INC., and MILON LYLE

Defendants.

lb 04 CV 2291 DMS (LSP)




11/24/2004 1203 FAX - Trial Unit PRO B015/033

DECLARATION OF SUSAN F. HANNAN

1, Susan F, Hannan, pursuant to 28 U.S.C. § 1746, declare as follows:

1.  Iam an attorney admitted to practice law by the State Bar of
California and by this Court. I am a Staff Attomey with Plaintiff Securities and
Exchange Commission (“Commission™) in the Office of Enforcement. I make this
declaration in support of the Commission’s Supplemental Brief Supporting Entry
of a Preliminary Injunction and Appointment of a Permanent Receiver. I have

personal knowledge of each of the matters set forth below, and, if called as a
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witness, I could and would competently testify to the facts stated herein.

2. On Monday, November 22, 2004, I took the deposition of Sylvia De
Anda, the Fund’s controller, in order to obtain additional information regarding the
Fund’s books and records for September 2004. Although I initially noticed the
deposition for Friday, November 19, 2004, we were told that Ms, De Anda would
not be available until the moming of Monday, November 22, 2004. Mr. Milon
Lyle Brock was present and sat beside Ms. De Anda and her counse] during the
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entire deposition. Attached hereto as Exhibit 1 is a true and correct copy of
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excerpts from the deposition transcript of Sylvia De Anda taken on November 22,
2004.

3.  Attached hereto as Exhibit 2 is a true and correct copy of Emvest
Mortgage Fund, LL.C check number 8109, dated September 23, 2004, in the
amount of $1,520,000 which was marked as Exhibit 20 during the deposition of
Sylvia De Anda. Attached hereto as Exhibit 3 is a true and correct copy of Emvest
Mortgage Fund, LLC check number 8110, dated September 23, 2004, in the
amount of $30,000, which was marked as Exhibit 21 during the deposition of
Sylvia De Anda. De Anda testified that these checks were for a loan to her and her
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husband for a hotel that they purchased in Arizona. (Ex. 1 (De Anda Test.) pp.
17:14-18:15, 19:25-22:7, 23:21-27:8, 28:13-29:11.)

I declare under penalty of perjury that the foregoing is true and correct.
Executed this 24th day of November, 2004, in Los Angeles, California.

Jossns I Miire

Susan F. Hannan
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1 Q Have you spoken lo anyone about the testimony 1 A  When I wasin school.
2 you gave to the Commission on September 20th, 20047 2 Q Okay. Have you used -~ and was it Marja
3 A Yes. 3 Machuca or Sylvia Maria or -
4 Q Who did you speak to about that? 4 A 1t was Maria Sylvia.
5 A Mr. Brock. 5 O MWaria Sylvia Machuca. As an adult you just go
6 Q Whal did you and Mr. Brock talk abaut? 6 by Sylvia De Anda?
7 A Specifically about ane, the XO Communications. 7 A Yes.
8 Q The what? a Q Whatis your date of birth?
9 A XO. 9 A 10/29/48,
10 Q XL7 10 Q And the place of birth?
1 A Uh-huh. And it's not a loreign company. it's 11 A Ensenada.
12 aphone company. 12 Q Thatwas in Mexico?
13 Q Can you spail the name of the company? 13 A Yes,
14 A X-0. 14 Q Are you an American citizen?
15 Q XO. I'm sorry. XO is a phone company? 15 A  Yes.
16 A It's a communicalion, 16 Q@ When did you bacome an Amerlcan citizen? Do
17 Q So any checks made out to XO Company Is for the | 17  you recall what year?
18 phone bills; is that correct? 18 A Two years ago,
19 A Yes. 19 Q What s your current residentlal address where
20 Q Walt until — try to wait untit | finlsh so the 20 youlve?
21 court reporter can get tha answer. Let's try it one 21 A 330 Creslview Drive, Bonita. 91912 -- 91902.
22 more time. 22 Q And your telephone number thara?
23 Any checks made out to XO Company is for phona |23 A (618)421-0541,
24  bilis; is that cight? 24 Q Do you hava any other residential addresses?
25 A Yes. 25 A  Where ! live?
14 ' 16 [
1 Q OQkay. Did you and Mr. Brock talk about 1 Q Yes.
2 anything else regarding your prior testimony? 2 A  No.
3 A No. 3 Q Do you have a second home anywhere?
4 Q Did you speak to anyone else besides Mr. Brock 4 A Renial, yas.
5 about your prior testimony? 5 Q Well, do you own the property and rent it out? }
6 A My counsel. 8 Is that what you'ra saying?
7 Q Okay. Anyone else? 7 A Yes.
g A No. 8 Q Whera is that property logated?
9 Q Has anyone told you what ta say In your 2] A Chula Vista,
10 testimony today? 10 a And whatkind of a property is that?
11 A No. 111 A Housa. )
12 Q Have you had any names besldes D& Anda, likea | 12 Q@ And right pow it's rented out?
13 maiden name before you wara married? 13 A Yas.
14 A Yes, 14 Q Do you own any other property?
15 Q What was your maldan name? 15 A In California?
16 A lwill spellit. M-a-¢-u -~ h-u-c-a. 16 Q Let's starl with Californla.
17 Q Can you pronctncs that for us, please? 17 A  No.
18 A  Machucs., 18 Q Anyplacea else?
19 Q Have you aver been known by any ather namos 19 A Phoanix.
20 obesides Machuca and De Anda? 20 Q Whatdo you own In Phoenix?
21 A No. 21 A Motel.
22 d Have you had any other first names besides 22 Q What's the name of the hotel?
23 Sylvia? 23 A  Budgetinn,
24 A Maria, 24 Q Budgetinn?
25 Q When ditd you use the name Maria? 25 A Uh-huh.
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1 Q And it's in the city of Phoenix? 1 you have a manager there or does your hushand run it

2 A Yas. 2 or-

K] Q What's the address? 3 A No, there's a manager.

4 A ldon't know, 4 Q What is the managers name?

5 Q Do you own any other property anywhere? 5 A Enrique,

6 A No. 6 Q Enrigue. Last nama? *

7 Q How long have you owned tha house in 7 A Solo.
[ 8 Chula Vista? 8 Q How do you spall that?

9 A 26 years. 9 A  S.o-0.

10 Q And how long have you ownad the house in 10 Q Why did you buy a Budgat inn in Phoenix?

11 Bonlta? 11 A Because it's cheaperin Phoenix than

12 A Two and a haif. 12 California.

13 Q And how long have you owned the hotel In 13 Q How much did you pay for it?

14 Phoenix? 14 A A million five.

15 A A month. 15 Q A milion fiva?

16 Q Is thera anyone else on title to your house in | 16 A Uh-huh.

17 Bonlta? 7 MR. CASAS: Answer *yes® or“na,” please.

18 A My husband. 18 THE WITNESS: Yes.

19 Q@ Anyone else? 19 BY MS. HANNAN:

20 A That'sit. 20 Q What was the source of the money for the hotel? K
21 Q Is there anyona alse on litle to tha housa |n 21 A  When you say “the source,” what do you mean by
22 Chula Vista? 22 thal? ;
23 A My husband. 23 Q Dld you borrow il? Did you have it saved up in
24 Q Anyone elza? I'm just trying to be complets, |24 abank? Did you get it fram a fomily mamber?

25 A Husband and wife, 25 A  Aloan.

18 20

1 Q Right, okay. And the hotel in Phoenix, who Iz 1 Q Who gave you the loan?

2 on titde? 2 A  Emvesl.

3 A Husband and wife. 3 Q Emvast Mortgage Fund?

4 Q And whatls your husband's name? 4 A Yes.

5 A Mario, 5 Q Who located the property in Phoanix?

6 Q Mario De Anda? 6 A Husband.

T A Uh-huh, ves. 7 Q What does yaur husband do for a living?

a Q Does anybody elsc live with you and your 8 A He's aroal estata investor,

9 husband in the house in Bonita? 9 Q Did he avar buy a hotel befora?

10 © ‘A Noe. 10 A No.

11 Q Do'you have any children? 11 Q@ Does he do anything othar than real estate

12 A Yes. 12 Invastment?

13 Q What are their names?7 13 A No.

14 A  Sergio. 14 Q Doaes he have properties in his name that you're
15 Q Serpto De Anda? 15 noton titte?

16 A  Yes. 16 A  No.

17 Q How oldis he? 17 G How tang has your husbiand been a roal estate
18 A 29 18 Invastor?

19 Q Any other children? 19 A 30 years. Or more or loss.

20 A Claudia. 20 Q And what kind of real estate has he invested

21 Q How oldis she? 21 in?

22 A 32, 22 A  We used lo have apartmenis.

23 Q Any other childran? 23 Q Where were the apartmants located?

24 A No. 24 A San Dlego.

25 Q Who ls running the BudgetInn in Phoenix? Do | 25 Q Do you still have those?
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1 " A Wae sold them. 1 A | believe so.
2 Q When did you sell them? 2 Q Do you have documantation of this transaction?
"3 A  Three months ago. 3 A Yes.
4 Q When did your husband locate the Budgatinnin| 4 Q Where is that kept, just for -- in case we need
5 Phoenix? 5 it?
¢ A II's been months, | don't know exacily the 6 A In Emvast Mortgage Fynd.
7 date. 7 Q Wel, the documentation of your litle and all
8 Q You have to speak up a little bit more, 8 that, do you hava that at the office Is what you're
9 A It's baen months that he started looking for @ caying or do you have it at home?
10 properties. 10 A The documentalion, there's same athome, and
11 Q He's been logking for manths. And when did he | 11 everything else should be in the fAte in Emvest.
12 locate this particular Budget Inn that you became 12 Q When did you make a request of Emvest to borrow
13 interested in purchasing? 13  from them?
14 A Probably aboul two months. 14 A Aboul two monlhs. Prior to the loan, two
15 Q Two months ago? 15 months,
16 A Uh-huh, yes. 16 Q When did the loan fund?
17 Q Did your husband have a real estate agent in 17 A Oclober 12,
18 Phoenix? 18 Q And about twa months before thal you appliad.
19 A Yes. 19 So you applisd in August for the loan?
20 Q@ What was the name of that company? 20 A No.
21 A A don't know. 21 @ When did you apply fe¢ the loan?
22 Q How long was the escrow? 22 A ldon‘tremember exaclly the dale.
23 A How long in time to close or how long did it 23 Q Was itbefore your testimony on Septembar 20th,
24  lake us? 24 20047
25 Q Once you mada an offer on the property - you 235 A No, it was aherwards.
22 24 8
1 sald a couplo of months aga. Once you made an offar on 1 Q [t was after your testimony?
2 the property, when did the escrow closa? 2 A Uh-huh, yes.
3 A Itclosed a month ago. 3 Q Do you know how many days afler?
4 Q So escrow closed -~ escrow closed about four 4 A No.
5 weeks ago, Is that what you're saying? So middie of 5 Q Did you and Mr. Brogk discuss the purchase of
6 October? 6 the Budgel Inn in Phoenix?
7 A  Yaes. 7 A  Yes, we did.
8 Q 8o ascrow Closed about the middie of October? 8 Q What was sald batwaan tha two of you?
9 A ltclosed about Oclober 12, 9 A lpresented all the documents Lo Mr. Brock.
10 Q -And how long had the aescrow beap open? 10 Q And then what was done?
11 A Idontknow. ‘ 11 A To analyze if it was worth it.
12 Q Did you have to sign any of the documents? 12 Q What did you presenl to Mr. Brock?
13 A  Yes. 13 A Appraisal, a copy of the property.
14 Q 5So yourmameis on title? 14 Q A copy of the proparty?
1§ A Yeas. 15 A Uh-huh.
18 Q How much of your own money was put [nto the 16 a What do yoau mean by that?
17 transaclion, you and your husband's own money, and how 17 A The picture of the —
18 much was afoan? 18 Q Plcture of the property? Who did the
19 MR. CASAS: Objection; compound question, 19 appraisal?
20 BY MS. HANNAN: 20 A ldon'tknow the name,
21 Q How much of your own money did you putin? 21 Q hwas somebody in Phoanix?
22 A Pulin z million. 22 A Yes.
22 Q A miftion. And fiow much was borrowed? 23 Q Did your husband talk to Mr, Brock about buying
24 A A mliilon five. 24 the praperty?
25 Q So was the lotal price 2,5 million thon? 25 A  Yes.
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1 Q  And so yaou showed Mr. Brock an appraisal and a 1 books and records showing you what the income of the
2 picture of the Budgel Inn, Did you show Mr. Brock 2 DBudget Inn was?
3 anything alse? 3 Yos.
4 A tdon't recall, butif you nead that, every 4 Okay. How many years® records did you have?
§ information is in the file, ' 5 I don'L know.
6 Q Qkay. What did you and Mr. Brock talk about as 6 Who had those, your husband?
7 far as whother it was worth getting invested in it? 7 My husband, yes.
8 A He needed to see the file and see if it was to ) And did Mr. Brock see any af those records?
€ Ihe benefil of the fund Lo do that loan. g All the records required are in the file.
10 Q So Mr. Brock analyzed whether it was a good 10 Well, did Mr. Brock see any of the records
11  investmant for Emvest. And what did he — is that son 11 off-
12 of what you mean? 12 Yes, he did.
13 A YWitis for the banefit of Emvest and the loan 13 Sao all the records Mr. Brock saw arae In 2 file
14 is good, then it was gaing Lo be approved. 14 atiEmvest Mortgage Fund?
15 Q It was golng to be up to who? 15 Yes.
16 A  Approved. 16 Where is that file located?
17 Q Oh, It was going to ba approvad. Whan you say 17 In the office.
18 "Emvest,” you mean Emves| Mortgage Fund LLC? 18 Where in the office?
19 A Yes. ) 18 Should ba in the servicing office,
20 G This was Fund No. L, right? 20 Who In the servicing departmerit Is in charge of
21 A  Yes. 21 those files?
22 Q And there's a sacand Emvest Mortgage Fund II; 22 It should be — you can ask Lupita or Janel,
23 is that correct? 23  |h¢y can give you the information.
24 A Yes. 24 Who Is In charge of the servicing departmant?
25 Q So Mr. Brock was coasldering your purchase asa | 25 Jessica.
26 2B :
1 potential loan by Emvesl Martgage Fund |; is that 1 What's har last name?
2 corract? ’ 2 Lacrone.
3 A  Yes. a L-¢-c-r-o-n.a?
4 Q All right. What gquastions did Mr. Brock have 4 Yas.
5 about the property? 5 What's the monthly paymant an the lcan?
6 A He {alked to my husband and see ‘where the 6 15.500.
7 property was. what was worth il, where was the location, 7 Is the loan current?
8 lhe map. 8 Yes.
g Q Did they loak al records - let me ask you ] Has there been enough cash flow to coavar the
10 this; How old I= tha Budget Inn in Phoenix? 10 loah from the Budgetinn?
11 MR. CASAS: Objection; calls for speculation. 11 Yes.
12 8Y MS. HANNAN: 12 MR. CASAS: ‘Wall for her questions, please.
13 Q You can answer If you know. 13 ’
14 A ldon'tknow. 14 The answar was "yes~7
15 'Q  Did you have records for any income -~ | guoss 15 Yes,
16 my question, was it -« let ask you thia: Was it a brand 18 Have you and your husband had to add any
17 new Budget lan? 17
18 A No. 18 make a moathly paymont to Emvest Morigage Fund?
19 Q Do you know approximately how old it was? 19 Can you repeal lha queslion?
20 A  No, 20 Have you or your husband had la put any of your
21 Q |just want to remind you, 1 am entitled to 21
22 your best knowledge. You're not expected to guess, but | 22
23  if you, for example, know that it was built many years 23
24 ago versus very recently, | am ontitled to that. But 24
the thrust of my queslion Is this: Did you have any

Fax B18-783-7310
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1 A Yeah, and | continuad. 1 deposits 1o tha computer, payroll. And do you also
2 Q@ And you continued to work with the next company | 2 print out the checks for Emerald Bay Financial?
3 that Mr, Brock owned; is that corract? 3 A Yes.
4 A Yes. 4 Q Now, - from your prior testimony |
5 Q What were your duties at the next company? 5 understand that you've also done work for Emvest
] A Basically the same thing excepl thatl have to 6 Mortgage Fund. Are you doing that as part of your job
7 do the documants for the lenders, ¥ as controllar at Emerald Bay Financlal?
8 Q And who were the lenders? Private individuals? 8 A  Yes.
9 A | don't know at the time. 9 Q And what do you do for Emvest Mortgaga Fund?
10 Q What kind of a business was it? What did the 10 A Sama thing.
11  business do7 Was It a morigage broker? 11 Q Okay. What do you do lor Emvast Morigage
12 A Morigage brokers. 12 Fund I¥?
13 Q Was Gotden Paclfic also a — you said that was 13 A Sama thing.
14 a mortgage banker, right? 14 Q Do you do any work for any of Mr. Brock's
15 A Yeah, il's the same. 15 companies ather than Emerald Bay FInanclal, Emvest
16 Q Soit's the same business, just a different '16 Mortgage Fund or Emvest Mortgage Fund II?
17 name? 17 A No.
18 A Yes. 18 Q Do you do bookkeeping for Unliled --
19 Q Do you know why the name changed? 19 A No.
20 A No. 20 '@ Unified Mortgage Servica | believe is the name
21 Q What was the next company that you worked for? |21 of the company, do you do any bookkeaplng for them?
22 A I worked for Emaerald Bay Funding. 22 A No.
23 Q Emeraid Bay Funding? 23 @ Do you do any work for Emarald Bay Funding?
24 A NotEmerald. Golden Pacific Funding. 24 A  Yes,
25 Q Golden Pacific Funding? 25 Q Whatdo yout do for Emeraid Bay Funding?
38 10 B
1 A Uh-huh. And then it changed 10 - | don't know 1 A Samae thing.
2 whoitchanged — 1 don'Lremember the name. 2 Q The bookkseping «- Just lot mea put it into a
3 Q But since approximately tha late 19903 you've 3 sentence. $o for Emerald Bay Funding you do
4 workead for althar Mr. Brock or one of hls companies;is | 4 bookkeeping, including antry into tha computer of
S that correct? & information about deposits and paying checks and you
6 A  Yas. 6 writa the chacks and you do the payroli?
7 Q Where do you currently work? 7 A Yes,
a A currently work at 591 »- 8 Q So you are doing bookkeeping for Emerald Bay
9 Q Butwhat's tha name of the company? 9 Financlal, Emerald Bay Funding, Emvest Moertgage Fund |
10 A Emerald Bay Financial. 10  and Emvest Mortgage Fund Il. Is that the complete world
11 Q Whatis your litle for Emarald Bay? 11 of the companias that you're doing bookkeeping for now? |
12 A My title now is controller. 12 A Yes,
13 Q How long have yau bean controller? 13 Q And who pays your salary? How do you get pald?
14 A Probably for ihe past iwo and a half years, 14 A Emerald Bay Financial.
15 lhree years. 15 Q Emerald Bay Flnancial. What is your current
16 Q What are your duties as controller? 16 salary?
17 A Bookkeeping, making deposits, inputling 17 A About §0,000.
18 deposils in computer, payroil. 18 Q Feryaar?
19 Q Okay. So as controller -- have you ﬂgiéhad 19 A Peryear.
20  tha list? 20 Q Da you have any other -~ does Emerald Bay
21 A Yeas. 21 Financial pay for anything else such as a car, health
22 Q Az controllar - I'm Just going to put it into 22 Insurance?
23 ane sentence. 23 A My car.
24 As controller your current dutles include 24 Q Whatkind of car are you driving?
25 bookkeeping, making depasits at the bank, inputting 25 A  Marcedes, 2003.

Fax 818-783-7310
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| Q What model? 1 QG And what are the names of all the businesses
2 A  E320. . 2 located at that premises that you know of?
.3 Q Do they pay the insurance on that car? 3 MR. CASAS: Objeclion; calls for specutation,
4 A Nao, 4 vague and ambiguous.
L3 Q Do they pay hsalth insurance for you? S MS. HANNAN: Just the names of the businesses
6 A No, 6 that sha knows of, whalever she can recall.
7 Q Do yaou get bonuses? 7 THE WITNESS: Name -- ¢an you repeat the
] A  Yas. 8 question? ‘
] Q Hava you received any bonuses this year? 9 BY MS. HANNAN:
10 A Ne. 10 Q The names of the businesses that are located at §
1 Q@ When was the last time you got a bonus? 11 591 Camino De La Relna. Let me ask youy this by
12 A Lastyear. 12 background: How many businasses opearate at that
13 Q Attha end of ths year? 13 address?
14 A Yes. 14 A  Three,
15 Q How much was the bonus at the end of the year? | 15 Q@ How large is the building, stery-wise? Haw
16 A lthink it was 10,000. 16 many stories is it?
17 Q Are you Including that in this 60,000 salary? 17 A 12,
18 A  Yes. 18 Q 12 stories. Now, when you say three, do you
19 Q So when you said you made about 60,000 a year, |19 mean three — three businessas total waork there?
20 you're including your monthly salary plus the bonus? 20 A Three offices.
21 A  Yes. 21 Q Three officas of what? Involving Emvest?
22 Q Okay. For the record, have you testified In 22 A No. Involving Emvesl|, only one.
23 anyinvestigation by the Sacuritles and Exchange 23 Q And what are the other two offices?
24 Commission or its staff other than the time you 24 A Emerald Bay Financial.
25 teslified on September 20th, 20047 25 Q And what iz the otherone?
12 44
1 A No. 1 A Emerald Bay Funding. Inciuding Emvest, that's
2 Q Have you aver testifled for any other federal 2 three.
3 or state agency or stock exchanges? 3 Q But in that building ara thera other businessas
4 A  No. 4 that aren't ralated to Mr. Brock or to Emvest Mortgage
5 Q Have you ever basn named as a defendantinany | § Fund or 1o Emvest, Inc.? 1 don’t know the building.
6 action brought by any federal agsncy, including the 6 Are there like attorney offices or are there othar
7 Securities and Ex¢change Commisslon? 7 fhusinessas run by other people?
8 A  No. ] A There are different people in diffarant
9 Q  Have you been a defendant in any civil 9 offices.
10 litlgation, any kind of clvil litlgation, any lawzuits 7 . 10 Q There are different people in diffarant
11 A No. ’ 11  offices?
12 G Have you ever been indicted, convicted or pled 12 A  Yes, ub-huh.
13 guilty for any criminal matter? 13 € What other offices -- what other names of other
14 A No. 14 businasses can you recall?
15 Q What is the current business address that you 15 A  When you say "businesses," are you relarring to
16 work at? 16 our business or are you refermring lo --
17 A 591 Caminc De La Reina. 17 Q Any business.
18 Q Can you spaell that for the court reporter? 18 MR. CASAS: Calls far speculation.
19 A C-a-m-in-o, D-g, L-a, R-e-i-n-a. 19 BY MS. HANNAN:
20 Q In San Diega? 29 Q Justwhat you know. What other businesses do
21 A San Dilego, 21 you know that work there? 15 thero a Cenlury 21 office
22 Q And tho 2ip code? 22 there? Is there a computar sarvices company there?
23 A 92108. 23 A Oh, there's a Weight Walchers.
24 Q What is your telephone number al the office? 24 Q Okay. Sothece’s a Weight Watchers, Anything
25 A (619)297-5014. 25 else?
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whare we have all the investors. Thal information comes

1 1 Q@ Right. So you see both of those; you saa the
2 from =+ this information comes from that page. 2 check and the subscription agreament?
3 Q Okay. So another record, there's another 3 A  Yes.
4 record of what each invastor should be paid? 4 Q And then from the chack and the subscription
5 A Yes, $ agreement, you craate a list which started at the vary
6 . Q Whatis that record called? ls there a name & beglinning and is i.lpdated each month so that each month,
7 forlt? 7 whaoever the mambaers of the fund are show up on ths
8 A No, not necessarily, | call il distribution, 8 distribution Nst; i3 that corract?
9 Q Okay. Lat ma show you — la{’s mark ane so ] A  Yas. Aslong as | have a copy of the check.
10 that we have an exampla, 10 that's when il goes there.
11 I'm going te ask the court reporter to mark ag 11 Q Okay. And then you usa this list to determine
12 Exhibit No. 2 a copy of the Octobar list of 12  who gets a moathly check; is that corract?
13 distributions. And it has been Bates stamped numbers | 13 A Yes,
14 EM 11529 to EM 11536, as Exhibit 2, 14 Q And that's how the Information gets Into the
15 {Exhibit 2 was marked for identification.} 15 chack register; is thal aiso corract?
16 BY MS. HANNAN: 16 A Yes, Well, first of all, it gves inlo the
17 Q s Exhibit 2 a record that you keep for Emvest 17 register, the computer at tha bank, and then it goes lo
18  Mortgage Fund? 18 my list. This is a way of me keeping track of what Is
19 A  Yes. 19 going on.
20 Q And what Is that a record of?° 20 Q Well, you're saying the check goes to the bank?
21 A Are we latking about ~ 21 A Yas.
22 Q Exhlblt 2, what is Exhibit 27 22 Q@ And when the chock clears, then you add them to
23 A Exhibit 2 is the name of all the investors, how 23  the distribution list?
24 much they have invested and how much is the monthly 24 A No. As soon as | recelve tha chack, okay, |
28 distribution. 25 make a copy of the check and Jpulilin my QuickBooks
70 12 B
1 Q Is there 2 name for thiz document? 1 and ! pul it on my book. Then whenavar | have lisne,
2 A Wa-can call it distribution. 2 then | pull In Mmis lisk
3 Q The distributlon list? 3 Q So you actually entar Into QuickBooks the
4 A Uh-huh, 4 deposit the day that you put it into the bank?
5 Q And has one of thass bean prepared every month 5 A  Yes.
6 since Emvest Mortgage Fund startad? [ @ Okay. And sc the records that you keep of
7 A Yes, 7 lavestor Investments are the QuickBaaks and the
8 Q Where does the information come from? 8 dlistribution lists, carract?
9 A You should have a list that | sent you, pages, g - A Yes, - .
|10 thatithas -- since the fund started, it starts with 1_ 10 Q And you update the monthty distributlon Hstas
11 2,3,4,5 Thatis the numbers that | assign to the 11  souon as you can after you déposit tho checks?
12 investors, and then | put next to it how much money thay 12 A  Yaes.
13 have invested. And whatever is in that page is in this 13 Q And usually how long is thal? Coupte days
14 one. 14 or~
15 Q And wha glves you that information? Who gives 15 A liry to do il en a daily basis,
18  you the Information each month aboul wha the new 18 Q- Okay.
17  investors are and how much they'va invested? 17 A | don'l succaed always, bul --
18 A When they invest, there's a subscription, and 18 Q Sothis is your rogular practice that you've
19 with the subscription comes tha check which is how much | 1¢ described?
20 they have invested, 20 A Yes.
21 Q Soyou sae a copy of the subseription agreement | 21 Q Locking at tha chack raglster then, this was
22 tor each invastor with the actwal investor check; Is 22 downloaded - Exhibit 1 was downloaded from QuickBooks,
23 that correct? 23 correct?
24 A They give ma -- they give me the check and | 24 A  Yes,
25 putin the subscription. 25 @ And the -- all of the investors’ names are
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1 shown next to the amount of money thal was paid to them? | 1 Q And i's for Emvest Mortgage Fund H1; is that
2 For axample, these started October t5t, correct? 2 cormrect?
i A Yes. 3 A Yes.
4 Q@ Have investors been paid also In November? 1 Q Have you besn doing the records, the banking
5 A Yes. § racords for Emvest Mortgage Fund I?
6 Q When ware the November checks - [ A  Yes,
7 A Whalis— 7 Q@ How have you set those records up?
1] Q Thisis November 20 — 8 A  Whatdo you mean?
9 A Oh, no, they haven't haan pald yet, 9 Q in QuickBooks?
10 Q You didn't send out November chacks? 10 A How -~
11 A No, becausa they don't get pald until the 1st 1 Q For gxample, you said for Exhibit 1 that you
12 of December. 12 have the chacking and banking in QuickBooks, Have you
13 Q Wall, did they get pald at all during November? 13 sat Emvest Mortgage Fund Il up the same way?
14 Not November distributions, but did they get Qctober 14 A No.
15 distributions paid in November? 15 Q How have you sat up Emvest Martgage Fund II7
16 A Thisis it 16 ‘A We're trying 2 new system.
17 Q This says October 151. We don't have the 17 Q And what is that? You think Exhlblit 3 iz -
18 November. - 18 . A This one.
19 A Oh, okay, I'm sorry. Yeah, they get paid the 19 Q That's the new system™?
20 1st of November for the month of Oclober, 20 A Uh-huh.
21 Q Okay. And did those checks go out this month? 21 Q Whatis tha new systom called?
22 A Yas. 22 A Offlce Mortgaga.
23 Q And were they paid 12-percent distributlons In 23 Q Office Mertgage, Are you familier with that
24 November? 24 program?
25 A Yes, 25 A I'm trying to feam.
74 76 j
1 Q Okay. Lat me have Exhibit 1, please. Hold 1 Q You're trying to learn?
2 onto Exhibit 2 for a mement. 2 A Yeah.
3 I'm going to ask the court reportar to mark as 3 Q@ Ara you lnputting Information into Office
4 Exhlbit3 a dacument which is Bates stamped EM 11537 and 4 Mortgage? . '
5 EM 115308, Tha top ol It unfortunately I3 cut off, but | 5 A 1am bying to Input information in it.
68 thinkitis a reglater or a record of Emvast Morigaga 6 Q@ Did you print out any documants to send to the
7 Fund U for Oclobar of 2004, 7 SEC when the SEC requested the account records for
8 (Exhibit 3 was marked for Identflcatdan.) 8 Emvast Mortgage 1?7
g BY MS.HANNAN: 8 A tdon'tremembaer,
10 Q 1hand you what's been marked as Exhibit 3. Do 10 Q Atthe top of this page there is 8 number,
11 you recognizs that document? 11‘ 7340026734. Do you know if thal's the account number
12 A Is lhisg Emvesl l[? 12  for Emvast Mortgage II7?
13 Q | hellave (tia, but the top of It 15 cul off, 13 A ftssems like it.
14 Itwas produced to us when wa asked for ~ and the 14 Q Actually, we have a documant that shows that it
15 second page relaiae té Emvest (1, is tha lender 15 Is. Okay.
16 statement of account for Emvesti i, It was produced to 16 A [tseems like il
17 the SEC. And my question ta you, because we = it's not 17 Q Alliright. And then to the left-haind sida, the
18 exacty In the sama format as the othar, as the way you 18 first entry under “From Wham Recelvad or To Whom Paid,” [§
19 did Emvestl Butit was what was produced to us when 19 It says "Emvest Il (Partnarship).”" Do you see that?
20 we asked for records relating to the banking activities 20 A Yes, vuh-huh.
21 ofEmvestll. And my queation to you I3, do you 21 Q And next to that [t shows "-$1,240.20 taxes.”
22 recognize page 1 or paga 2 of Exhlbit 37 22 Do you know what that standg for?
23 A ldorecognize paga 2. 23 A Yas. Yes. It has to be what -- the taxes, the
24 Q Whaotis page 27 24 payroil taxes, because there's another one over here.
25 A Is the lender's statement. 25 So lthas to be that,
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1 A  Yes. 1  chack into the Emvest Mortgage Fupnd account on
2 Q And ths dapasit slip that's on Exhibit 8§ shows 2 Saegtomber 9th, 2004. Do yYou have any knowledae of why
3  510,000. Does that deposit of $10,000 refer ta check 3 58,712 was deposiled by Emvest Mortgage Fund into
4 BHT07 4 Emeraid Bay Financlal -- 'm corry, ths opposite, Do
5 A Yeas. 5 you have any knowladpe of why Emarald Bay Financial paid
[+] G Does it appear then that the investment of ¢ Emvest Mortgage Fund $8,7127
7 Mary Jane Laws or John Bradley, whe are assigned 7 A Because we ovarpaid Ms. Lee out of Emvest, so
8 Na, 247, was made in September of 20047 B we had to reimburse Emvasi (he monay.
9 A Correct. g Q Thare was testimony about that in My, Brock's
10 @ And then would il also mean that No, 248 and 10 prior testimany and yours, How was the figure of 8,712
11 249 on Exhibit.2 occurrad after -- on or after ¥1 detarmined as the amount to relmburse?
12 September 2nd, 20047 12 A 1wasgiven this,
13 A Yas. 13 Q You were Just given that check?
14 Q So at laast those three people ar thoge three 14 A Yes,
15 entfitiez were allowad Into the funad in Séptember. Do 15 Q2 Youdon'tknow how thoy determingd how much It
16 you know why they wera allowed In in Septamber? 16 should be?
17 MR. CASAS: Objection; compound question, 17 A No.
18 BY MS. HANNAN: 18 Q And whose handwriting is it on there that says,
18 Q Do you know why investors 247, 248 and 24% were | 19 ~Te retmburse overpaymant to Vadee Loa withdrawal of
20 alloawed to invest in Septamber? 20 funds™?
21 A . | don't know, 21 A Mine. .
22 Q Who gave you the check for Lewis and Bradiey - | 22 Q Why did you write thet?
23 Vm sorry, Laws, it's L-a-w-3. Who gava you the check 23 A To know whal itis for,
24 forinvestor No. 2477 24 Q Did anybody tell you why 1 was being pald out
25 A The account execulive, 25 of Emaratd Bay Financla¥'s account?
110
1 Q Who was the account executive for Laws and 1 A No.
2 Bradley? 2 Q Do you know why it was pald out of Emaerald Bay
i A ldontremember. 3 Financials account?
4 Q Waere you given any instruclions by Mr. Canty or 4 A No,
5 Mr. Brock ta not allow any investors into Emvest 'S MS. HANNAN: Neaxt¥'m going 1o asK the cournt
6 Mortgage Fund after any particular point in time? 6 raporter to mark as Exhibit 10 a check from Arne and
7 A No. . 7 Carolyn Halvarson and deposil slip for $30,000. it's
8 Q Did you know that they had decided to stop 8 previously been marked as EM 11608, and we'll mark that
9 taking new invastments into Emvest Mortgage Fund? 9 as Exhibil 10.
10 A No. ' 10 (Exhibit 10 was marked for identification.)
11 Q How do you know, when an investor check comes [ 11 BY MS. HANNAN:
12  in, whather it shoutd go into the first fund or Emvest 12 Q My question on this one is whether that
13 Mortgage Fund I7 13  investars funds were invested In Emvasi Mortgage Fund | |§
14 A Because of the subscription. 14 orlI? Because | see tha chack is made cut just to
15 Q Okay. I'll take the two exhibits. Why don't 15 Emves{Mortgage Fund LLC for §30,000, but the investor
16 you hold onto 7 just in case you nead jt. 16 numberis 27. S0 | didn't know if that meant he was
17 As Exhibit 9 I'tl ask the court reporter to 17 previously No. 27 where woe have to {ook at your list, or
18  mark what's previously been marked as EM 11607, Jt's a | 18 s he lika a new 27 In the new fund?
19 copy of a deposit siip and a cashlar's checek, 19 A Lol me seea the exhibil.
20 {Exhiblt 9 was marked for identification.) 20 THE REPORTER: Excuse ma?
21 BY MS. HANNAN: 21 THE WITNESS: LLC.
22 Q TI'va handed you what's been marked as 22 MS. HANNAN: | believe the witness sald "LLC.”
23 Exhibit 9. This is a cashler's check from Emvest 23 Q When you said LLC, did you mean that the :
24 Mortgage Fund LLC {o Emorald Bay Financial, Inc. for 24 $30,000 Invested by the Halvarsons on Saeptember Bth was |
25 $8,712 and a deposit slip showing the deposit of that 25 Investad in Lthe first fund?
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1 A Yes. 1 {Exhfbit 12 was marked for identification.)
2 Q Do you know who took that subscription? 2 BY MS. HANNAN:
3 A ldon'tremember. 3 Q And this shows a check — these show checks
4 Q@ And do you know whether the fund was ctosed to 4 that have varying amounts, 40,000, 50,000 and $18,500.
5 invastors as of September 8th, 20047 5 What were those checks for?
' 6 A No. [ A That was the purchase of the trust deed.
7 Q You don't know one way or the other? 7 Q These were not investors?
8 A No. 8 A Na,
9 MS_. HANNAN: I'm golng lo ask the court 9 Q Thank you.
10 reporter to mark as Exhibit 11 a deposit of 40,000 on 10 MR. CASAS: Do you have a copy of that for me,
11  Seplember 10th, 2004 for the accounl of Edward S. 11 please?
12  Waeliman, and that's baan marked as EM 11609, 12 MS. HANNAN: 1'd like the courl reporter to
13 {Exhibit 11 was marked for identification.) 13 mark ag Exhibit 13 a photocopy of checks starting wilh a
14 BY MS.HANNAN: 14 check from Steven Kaplan on September 9th, 2004, The
15 G Looking at Exhibit 11, lhiz chegk stub, it 15 ddacument has previously been marked as EM 11611,
16 appears to be from Pensco Trust Company for accountof |16 (Exhibit 13 was marked for identification.)
17 Edward $. Weitman, and it is daled September 7, 2000 for |17 BY MS, HANNAN:
18 $40,000. it has investor No, 248. Was this check 18 Q And I direct your antention 1o the two
19 deposited on behalf of Mr, Weltman as an Invastor in 19 checks — to the cashier's check that is the third item
20 Emvest Mortgage Fund | or Emvest Mortgage Fund 1?7 20 on page 11611, Exhibit 13. And it's a check to Emvest
21 AL 21 Mortgage Fund LLC for $125.000 and it's dated
22 Q And how ds you know that? 22 September 8, 2004 for the account of Ernast and
23 A Because of the number. 23 Elizabath Holt, and there's a number thara for No. 249.
24 Q No. 2487 24 Was this a check for an investment in Emvest Mortgage
25 A And the deposil. 25 Fund on behalf of the Holts? A
114 116
1 Q And the deposit showing It? And what numbers 1 A  Yes,
2 did you-assign to Emvest.Mortgage Fund 17 Whataumber | 2 Q And was that check daposited In September of
3 did you starl with? 3 20047
4 A 500. 4 A September Blh,
5 Q 590 Hweseeachack with an Investor number 5 Q And then right undarneath that, we have a
6 of - under 500, does that mean that that investment 6 question about what that last item is on this page.
7 wentinto Emvast Mortgage Fund 1?7 7 1t's a check, and It appears 1o be from First American ‘
8 A No, because | do not have anything — | don'l 8 Title Insurance Company in the amaunt of $279,870, and
9 have'any'400s. - : 9 thera's soma handwriting there. (t losks llke it says
10 @ There's na 4005. 50 HiU's, 399 or lower, does 10 "oan XCLD.” Do¢es that mean loan cancelled?
11 thatmaan it want - If an Investor's number is 399 or 11 A Uh-huh.
1'2 fower = or we could be exact and look at your fist If 12 Q Sois that a retum of funds to the fund from
13 you wanl Fm just sort of ballparking it. If it's in 13 the Ltitle campany for a [oan that did not go through?
14 the 100%, 200% or 3003, i's Emvest Mortgage Fund ) 14 A Yes, Itis.
15 Invastors, correct? 15 Q Do you know why the laan didn't fund?
16 A Right. 16 A lhave no idea.
17 Q And If it's 500 or higher, then it means the 17 Q And whose handwriting is on that slip?
18 Investor has bean -- has Invesied in Mortgage Fund i1, 18 A  Mine.
19  corroct? 19 Q Okay. I just wanted to read it into the
20 A Correct. 20 record. It shows a loan No. EB 4055/Ramirez. is that a
21 M5. HANNAN: As Exhibit 12 I'm going lo ask the 21 loan that the borrower would have been Ramlrez?
22 courtreporter o mark a copy of. ILlooks 10 ba, three 22 A Yes,
23 chacks and a deposit slip. The deposit slip is dated 23 Q i says "Loan cancelled and FATCO cashed our
24 9/13/04 and the Bates number is EM 11610, and that's 24 check™?
25 Exhibit 12. 25 A Yes.
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{ PROOF OF SERVICE
5 I am over the age of 18 years and not a party to this action. My business address
is:
3 [|[[X] U.S.SECURITIES AND EXCHANGE COMMISSION, 5670 Wilshire
Boulevard, 11th Floor, Los Angeles, California 90036-36438
4 Telephone No. (323) 965-3998; Facsimile No. (323) 965-3908,
5 |1On November 24, 2004, I served the document entitled DECLARATION OF
SUSAN F. HANNAN IN SUPPORT OF THE COMMISSION’S
6 (|SUPPLEMENTAL BRIEF upon the parties to this action addressed as stated on
7 the attached service list:
[ ] OFFICE MAIL: By placing in sealed envelope(s), which I placed for
8 collection and mailing today Iollowing ordinary business practices. I am
readily familiar with this agency’s practice for collection and processing of
9 corresgondence for mailing; such correspondence would be deposited with
10 the U.S. Postal Service on the same day in the ordinary course of business.
[ ] PERSONAL DEPOSIT IN MAIL: By placing in sealed .
11 envelope(s), which I personally deposited with the U.S. Postal Service.
Each such envelope was deposited with the U.S. Postal Service at Los
12 Angeles, Califoria, with first class postage thereon fully prepaid.
13 [ ] EXPRESS U.S. MAIL: Each such envelope was deposited in a
facility rtﬁ'u_larly maintained at the U.S. Postal Service for receipt of
14 ijzlress ajl at Los Angeles, Califomia, with Express Mail postage
paid.
15
[ ] MHANDDELIVERY: I caused to be hand delivered each such envelope to
16 the office of the addressee.
17 ]/[ ] FEDERAL EXPRESS BY AGREEMENT OF ALL PARTIES: By
{_)lacmg in sealed envelope(s) designated by Federal Express with delivery
18 ees paid or Eprowded for, which I de%osﬂed in a facility regularly maintained
by Federal Express or delivered to a Federal Express courier, at Los
19 Angeles, Califomnia.
20 |{{ ] ELECTRONIC MAIL: By transmitting the document by electronic mail
51 to the electronic mail address as stated on the attached service list.
[X] FAX (BY AGREEMENT ONLY): By transmitting the document by
22 facsimile transmission. The transmission was reported as complete and
53 without error.
[X] (Federal) I declare that I am employed in the office of a member of the bar
24 of this Court, at whose direction the service was made. I declare under
95 penalty of perjury that the foregoing is true and correct.
26 || Date: November 24, 2004 Mogeale M. Nacccl.
MAGNOLIA M. MARCELO
27
28
1
04 €V 2295 DMS (LSP)
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SEC v. EMVEST MORTGAGE FUND, LLC,etal.
1 United Stafes District Court — Southern District of California
Case No. 04 CV 2295 DMS (LSP)
2 (LA-2894)
3
4 SERVICE LIST
5 Robert A. Cocchia, Esq.
B. Luke Pistorius, s%.n
6 McKenna Long & Aldridge LLP
S;m hony Towers
7 750 B Street, Suite 3300
San Diego, CA 92101
8 Facsimile: (619) 595-5450
Attorney for Defendants Emvest Mortgage Fund, LLC, Emvest, Inc.,
9 and Milon Lyle Brock
10
David Adelman, Esq.
11 James R. Felton, Esq.
Greenberg & Bass, LLP
12 16000 Ventura Boulevard, Suite 1000
Encino, CA 91436
13 Facsimile: (818)986-6534 .
14 Attorney for Temporary Receiver Dennis M. Murphy
15 Dennis M. Murphy, CPA, CIRA
630 N. Rosemead Boulevard, Suite 100
16 Pasadena, CA 91107
Facsimile: (626) 794-7298
17 Temporary Receiver
18
19
20
21
22
23
24
25
26
27
28
2
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