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1

Cline Transcription Services (702)644-1123

1 UNITED STATES DISTRICT COURT

2 DISTRICT OF NEVADA

3 LAS VEGAS, NEVADA

4 3685 SAN FERNANDO LENDERS, LLC, )
et al., )

5 )
Plaintiffs, )

6 )
vs. ) Case No.

7 ) 3:07-CV-241-RCJ-VPC
COMPASS USA SPE, LLC, et al., )

8 )
Defendants. )

9 _________________________________)
In re: USA COMMERCIAL MORTGAGE )

10 COMPANY. ) Case No.
_________________________________) 2:07-CV-892-RCJ-GWF

11

12 TRANSCRIPT OF PROCEEDINGS
OF

13 EVIDENTIARY HEARING
VOLUME 2

14 P.M. SESSION
BEFORE THE HONORABLE ROBERT C. JONES

15 UNITED STATES DISTRICT JUDGE

16 Tuesday, October 2, 2007

17

18

19

20

21

22

23

24 Court Recorder: Araceli Catu

25 Proceedings recorded by electronic sound recording;
transcript produced by transcription service.
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1 APPEARANCES:

2 For Compass Financial LINDA DAKIN-GRIMM, ESQ.
Partners, LLC, and ROBERT J. MOORE, ESQ.

3 Compass USA SPE, DANIEL M. PERRY, ESQ.
LLC: GABRIEL WEAVER, ESQ.

4 PAUL TORRES, ESQ.
Milbank, Tweed, Hadley & McCloy, LLP

5 601 South Figueroa Street
30th Floor

6 Los Angeles, California 90017

7 DAVID S. COHEN, ESQ.
TYSON M. LOMAZOW, ESQ.

8 Milbank, Tweed, Hadley & McCloy, LLP
1 Chase Manhattan Plaza

9 New York, New York 10005

10 TINA YAN, ESQ.
Bullivant Houser Bailey, P.C.

11 3883 Howard Hughes Parkway
Suite 550

12 Las Vegas, Nevada 89169

13 For the Plaintiff WALTER A. HERRING, ESQ.
and Defendant LLCs: NORLYNN B. PRICE, ESQ.

14 MICHAEL W. ANGLIN, ESQ.
MARK WEIBEL, ESQ.

15 Fulbright & Jaworski, LLP
2200 Ross Avenue

16 Suite 2800
Dallas, Texas 75201

17
STANLEY W. PARRY, ESQ.

18 Ballard, Spahr, Andrews & Ingersoll, LLP
300 South Fourth Street

19 Suite 1201
Las Vegas, Nevada 89101

20
For Donna Cangelosi ALAN R. SMITH, ESQ.

21 and the Lenders KEVIN A. DARBY, ESQ.
Protection Group: Law Offices of Alan R. Smith

22 505 Ridge Street
Reno, Nevada 89501

23

24

25
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1 APPEARANCES (Cont.):

2 For Silar Advisors, RANDOLPH L. HOWARD, ESQ.
LP: Kolesar & Leatham, Chtd.

3 3320 West Sahara Avenue
Suite 380

4 Las Vegas, Nevada 89102

5

6

7
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1 So it's clear that the stay, the preliminary injunction

2 that I'm entering, is the result of these series of hearings

3 applies to any conduct to terminate rights relative to

4 Exhibit B.

5 Exhibit A is the universe of loans. Exhibit B, it's clear

6 these are the only ones that I'm staying. I'll require those

7 changes to the pending order, in addition to one other one I'll

8 talk about in a minute.

9 Now, as to the matters that you've presented to me here, I

10 do find that Ms. Cangelosi is in contempt of several of the

11 orders, and that there in soliciting the various limited

12 interests there were violations of securities laws. I'm not

13 going to order the return of those interests, but I'll tell you

14 what action I am going to take.

15 What I'm going to do is order that I will not -- in

16 contradicting Compass' complaint to stop you from exercising

17 those termination rights, I'm not going to recognize any

18 termination requests presented on behalf of L2L or the LLCs

19 formed.

20 And I'm doing that because this request is made in equity,

21 and she comes into court in responding to that with unclean

22 hands because of the contempt and because of securities

23 violations. Let me spell that out.

24 First, as to the securities violations, I believe there is

25 probable success on the merits of alleging securities
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1 violations.

2 First, I'm determining as a matter of law that there is a

3 probability of success on a determination of law that these are

4 securities subject to the registration requirements.

5 That there are no apparent exceptions available, and,

6 therefore, there's a violation of securities laws in obtaining

7 these securities without registration.

8 Also, in a second manner that whether or not they're

9 exempt, they're still subject to 10(b)(5), and that there are

10 misrepresentations and omissions of appropriate representations

11 with respect to the issuance.

12 Just to be clear, I am not critical of Ms. Cangelosi's

13 efforts at all in all of the preliminary matters that she

14 engaged in, including attempting to organize the lenders, in

15 attempting to organize the lenders or soliciting their votes

16 for termination, in attempting to solicit people's combined

17 interest into an LLC in order to protect their interests, nor

18 am I criticizing any of the E-mail solicitations or the

19 attempts to communicate or provide a forum for communication as

20 I've already delineated, or any of the false statements or

21 allegedly false statements about Compass.

22 What I am criticizing is that she went over the border of

23 securities violation and misrepresentations when she solicited

24 securities to the extent that she would take over the servicing

25 rights, and she would take over the one-percent interest, and
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1 she would have the right freely to compensate herself.

2 In essence, she was violating this Court and the

3 bankruptcy court's orders to not interfere with those rights.

4 She was usurping.

5 She was not a bidder, although she contemplated being a

6 bidder at the auction sale. The bid was closed and fairly

7 conducted. That order as far as I'm concerned is res judicata.

8 It may be subject to appeal, and it protected the

9 purchaser's right of title. It's a bankruptcy court order

10 transferring title. It's as good or better than a warranty

11 deed.

12 (Colloquy not on the record.)

13 THE COURT: And she attempted to usurp those rights.

14 She crossed the border in that respect. In so doing, she

15 violated securities laws or at least there's probable success

16 on the merits of so asserting, and she also violated those

17 Court orders.

18 Again, no criticism for organization efforts nor is there

19 even a criticism in her attempting to organize the direct

20 lenders in LLCs.

21 The violation was when those LLCs, a portion of the

22 motivation, was to usurp the purchaser's rights here. To that

23 extent, she violated securities laws and engaged in contempt.

24 With respect to the contempt, there are several orders

25 alleged. One is the confirmation order and the sale order
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1 I certify that the foregoing is a correct transcript from

2 the electronic sound recording of the proceedings in the

3 above-entitled matter.

4

5

6 /s/ Michele Phelps 10/08/07
_______________________________ ________

7 Michele Phelps, Transcriptionist Date

8

9

10

11
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