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831 State Street
Santa Barbara. CA 93 101
Telephone: (805) 564-2444
Facsìmile: (sosJ 965-5950

Attornevs for Intervenor
915 ELM AVENUE CVL, LLC

UNITED STATES DISTRICT COURT

CENTRAL DISTRICT OF CALIFORNIA

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,

VS.

RALPH IANNELLI and ESSEX
CAPITAL CORPORATION,

Defendants.

Case No.: 2: 18-cv-05008

DECLARATION OF WILLIAM
S. REYNER, JR. IN SUPPORT
OF MOTIOÑ TO INTERVENE

Hearing Date: October 24,2019
Time: - 10:00 a.m.Crtrm: 6D
Judge: Hon. Fernando M. Olguin

Complaint Filed: June 5, 2018
Trial^Date: None

DECLARATION OF WILLIAM S. REYNER, JR.

Case 2:18-cv-05008-FMO-AFM   Document 115-3   Filed 09/25/19   Page 1 of 13   Page ID
 #:2981



1

2

J

4

5

6

7

8

9

l0

l1

t2

13

t4

l5

I6

T7

18

l9

20

2T

22

23

24

25

26

27

28

I, V/illiam Reyner, say and declare as follows:

1. I am over 18 years of age and have personal knowledge of the facts set

forth herein, and if called upon to testifu as to these matters I could and would

competently testi$r thereto.

2. I am the sole Manager andExecutive Vice-President of 915 Elm Avenue

CVL, LLC ("CVL"). I am also the sole General Partner of Reyner Family Partners,

L.P. and the sole trustee of the V/illaim S. Reyner Jr. Trust.

3. CVL owns a small hardware and building supplies store in Carpinteria,

California.

4. The members of CVL, and their membership interests, are as follows:

Ralph T. Iannelli, Jr. ("Iannelli") (39.04o/o membership interest), Ralph T. Iannelli, III
(0.68% membership interest), The William S. Reyner, Jr. Trust (29.64% membership

interest), Reyner Family Partners, L.P. (29.640/o membership interest), and William S.

Reyner III (one-percent membership interest). Essex Capital Corporation ("Essex") is

not a member of CVL.

5. CVL is a limited liability company duly organizedin California. The

members of CVL have no rights to manage CVL, and they have no power or authority

to bind or act on the Company's behalf, pledge its credit, or render it liable for any

purpose.

6. Complete control of management decisions is vested in the manager, who

has the power, amongst others, to take all acts customary or incident to the

management of the Company's business. I am the sole manager.

7. Neither lannelli, Essex, nor any member of lannelli's family have any

involvement whatsoever with CVL's operations or access to its property, bank

accounts, or other assets. CVL employees have been instructed not to communicate

with lannelli, or anyone in his family, about CVL's affairs.

8. ln2015, Iannelli approached me about purchasing a small hardware and
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building materials business in Carpinteria, Califomia ("Business"). The Business is

located at915 Elm Avenue, in Carpinteria California ("Property"), and the purchase

included both the Business and the Property. A true and correct copy of the recorded

deed is attached as Exhibit 1.

9. I had previously invested with Iannelli and have now become one of his

creditors. At the time, I did not know of any of lannelli's or Essex's illicit activities.

10. I considered this to be a worthwhile investment, so Iannelli and I agreed

to form CVL as a limited liability company to purchase the Business and Property.

I 1. On January 1,2016, Essex and I entered a note for $510,000 that I had

loaned to Essex. A few days later the members of CVL made their respective

contributions to CVL necessary for the purchase of the Business.

12. Iannelli was in charge of negotiating the purchase and of working with

the bank, with whom he had a long-standing relationship, to get a loan for the

purchase. Disagreements arose between Iannelli and myself about an appropriate

purchase price, and the bank refused to loan CVL as much as Iannelli had represented

it would.

13. Iannelli was, however, determined to have CVL complete the purchase.

He enticed me to allow CVL to do so by committing to cover any costs above what I

believed CVL should incur. \Me could, Iannelli stated, figure out how to address

whatever amount he covered, if at all, "down the road," after a sale or refinancing.

14. Iannelli convinced the seller to accept a note from Essex, guaranteed

personally by Iannelli, for $1.5 million as part of the purchase price, and then two

additional notes with Essex or Iannelli, again guaranteed by Iannelli, that totaled

S250,000 for a portion of the inventory of the Business.

15. After the purchase, in approximately March 2016,I as CVL's manager,

together with CVL's bookkeeper, met with Damitz, Brooks, Nightingale, Turner &

Morriset ("Damitz") to set up books and records for the Business and CVL. Damitz
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was at the time also Iannelli's and Essex's accountants.

16. During that meeting, Damitz recommended that CVL enter a mirror note

with Essex for the $1.5 million note Essex had entered with the seller. Following the

accountants' recommendation, I agreed to have CVL sign the note. CVL

subsequently entered two additional notes for $125,000 each-one with Essex and the

other with Iannelli--related to the other $250,000 in notes the seller had taken. CVL

specifically understood that these notes were based on the agreement between Iannelli

and myself that the notes would be addressed at the time of a sale or refinancing.

17. Early in CVL's negotiations for the purchase of the Business, Iannelli

persuaded me to have CVL take over Iannelli's son's animal supply business, and to

pay the son a $70,000/year salary. The animal-supply business was originally going

to be a tenant of CVL who would pay rent, thereby providing an additional, consistent

source of income. Iannelli represented, however,that having CVL take over the

business would increase CVL's profits. That business was never profitable and did

not even cover the son's salary. Iannelli also had CVL purchase all of the animal

supply business's inventory, much of which had spoiled, and had CVL purchase and

modiff his son's truck at a price he established.

18. Iannelli and I were originally joint managers of CVL. However, between

approximately April 2017 and April 2018,I removed myself from management due to

disagreements with Iannelli and because Iannelli committed to buy-out my

membership interests in CVL. He repeatedly reneged on those commitments.

19. During the period when I had removed myself from management,

Iannelli took, without my knowledge, approximately 5227,000 from CVL.

20. By spring 20I8,I realized Iannelli would never purchase my membership

interests, and I had growing concerns about lannelli's management of CVL, so I

became more actively involved. t
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21. In June 2018, after the SEC filed its complaint against Iannelli and Essex,

at my request, Iannelli stepped down as Manager and President, and I took over sole

control of CVL's management and operations.

22. On December 6,2018,I received a copy of a Proposed Order Regarding

Preliminary Injunction. The proposed order sought, inpart,to freeze the Property and

a former CVL bank account. Although CVL did not use that account, I was

concerned that including the account without further explanation could give the

impressionthat all CVL's accounts fall within the scope of the freeze, which would

interfere significantly and improperly with CVL's ability to conduct its business.

23 . I contacted the Receiver on December 9,201 8 to discuss the freeze of the

Property and of the former CVL bank account, and we had a number of subsequent

communications. As part of these communications, I gave the Receiver a recorded

deed to the Property to prove that it did not belong to lannelli. I also told the Receiver

that neither Iannelli nor his family had any rights to CVL beyond a minority

membership interest and had no access or involvement with CVL regarding

managerial duties, or any power over the LLC or its bank accounts. I further informed

the Receiver that CVL employees had been instructed not to communicate with

Iannelli regarding CVL's affairs, and I committed to providing the Receiver with

financials and other relevant information.

24. The Receiver recognized that the Property did not belong to Iannelli or

Essex, but explained that the SEC preferred not to alter the proposed order. He

indicated, however,that he woutrd be open to an informal resolution. I made a

proposal for informal resolution to the Receiver on December 16,2018, but he did not

respond. The Receiver asked to meet with me to discuss this further prior to a

meeting he had scheduled with creditors in Santa Barbara on January 19,2019, but he

cancelled our meeting.

25. After the Receiver engaged counsel, communications continued between

4
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26. Based on representations made to me by the Receiver and to counsel for

CVL by the Receiver's counsel, CVL decided to forego intervening in the proceedings

and to focus on running the business and resolving any questions that the Receiver

may have about CVL or the notes.

27. As previously represented, CVL has no intention of making any

distributions to, or of conveying any property to, Iannelli, his family, or Essex.

28. CVL is willing to enter an agreement that (1) precludes it from

transferring anything of value to lannelli, his family, or Essex and (2) requires it to

provide the Receiver with reasonable documentation demonstrating that it is not

conveying anything of value to lannelli, his family, or Essex.

29. CVL has provided financial statements monthly to the Receiver since

February of this year.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on September âT , 2Aß at Santa Cali

S
William S.

5
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J tolf¡o¡n u irrcrtcablç lrul lot thc bçrrlit {rl ihs

fl crcaror/grrnftrr/t¡rstor ¡nd/or t grutor'ltrurto/s:pors< Ë 8rülor'sllrutlô,'s rc8irlcßd doftcsll pllr]cr

L ïhir propçrly l: ruòjrct le û ìc$c r¡Îh attmtß¡ifìg lcûsc lrrm ollJ yc.ts or morc inchdirrg wrincr tptions.

lr.! Thiriç¡t¡¡¡sfc¡¡rcnrtcnpetissin\fhirhtrropÒdion¡lint?rcflsÒflhçuôÍ!f¿fol(!)årlduÊnstcrtt{t}incachud cvcrypvccl bcinglrulrfcnud
rnrìåin rxrc¡l)' lhç tàntc åficr dtc lt¿nsfcr

¡n¡ This it r rrusfrt subjccr ro ¡sbdidi¿cd lolv"inroma housing ltrpirtntro¡s wtllt gorcrmtntully intposcd rc:trioiots

tf Thistrarsl¿ri:tot¡cf¡¡¡tpøc'ìascrofancwbuildingconraíoinguräc¡Jvês.tlãrcnc:gyÐr¡cm

' Flcse rtfrr tu tht n:uucliong lor Pan l.
Plrnrc provldr rny olh;r ¡afoítl¡lion lhrt wlll htlp tlit ¿t urr¡or ulldrrJl¡rd tùa f¡-tlurc offb¿ lr¡nrlcr.

TlllS froctri'll:Nl' lS t{ûT 5ï&JE(.'T TO PUBt-lC lNsPggf'lo¡v
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iilt' .<!).Á ¡l-¡lli¡,v ì? {$1., 1Ì

r,r R'r ?. of i r r¡t ï¡¿À rv#l'i: rîi ¡íln íirrïiî i o ñ

,l I)st{ ól't/õrJlrr. il otli.t lhiln ttrt¡¡¡Jrl11 rl¡tc

It l'rË 0, liñ^3f<l

('ilrcI ¿nt! tùntltlÌl'' ilt tqf¿|il'ûhlr

F
U

ilurcb¡Jç $ Fnr(ck,rurc f) t¡rn Lll ljsdç út (rÉlr¡lllc O t'trrgtr.:tôch, ul PAÀl*1lhìl ð{!l!tlrtrùri {l:'ìlot ll()l: i{rU'lll

Cun!ñct ùf rslc l)tc ¡tl aorlltÍcl. Çl lrrhtlitrlcc l)r¡u rrl rkutlr

t] S¡¡lr/lË$ab¡ck OCrc¡ttmlfrlgrx ÐÂsltgtrrrcnt¡)f rlcr¡c Cîemlitrrlia¡of¡¡rltc l)¡lt'llltcb(8ün *^...
Origifid lcrrn r\,|Êus (utthtdtng Irlt,(ñ otttiont):.--.'.- Rcm¡inlnB lcrm in ytu: lnalv¿l\àg ttttltil Pt ttoñ|\.

n Othø Plta.rc rxplrin

C Onlyr¡pttislintËrc$intlrrprop!í'\vrstrtnsfcrfÍd. [JYÊS f,'rNÖ llY[5,ir¡licutcthcPcr¡icnl¡grìràr']ll'Nlr¿di *.-*. -.

r,1R'T ). PUfiCHASË PRICE ,tFiO TERMS OF 5A l-Ë Cltec* and <smplut as

/'! Totel lcrct)ilc ptic(

i] CsJh doËn Fãyntlfl| or }n,uc of t¡dr ot g{thangc c.rcludrtg ciotÛ!$ cô¡lt

il" Frrst dtrd of trur ,$ 
-.....--- 

..T. tntct*l to¡ 
-_* 

lcs¡¡ MÒntllly

û F).lA L-*Þircwû¡ Puntsl [f Cat"Vct E Va 1--Þiscouot'#
,Ú

Srnl'/Srvirgs & l"rrü¡úCrcdil Utrion Ë Luun ururicrJ by srllcr

t¡rlloon p¡tmcn1

Poìr,Þ, 0 Fi¡cd l¡tc g vüfltþlr Iðtç
psynrcnr f-**--**

s 11i.,.r.J,
r 1 i''".ì,'"1¡,'' I "-' " i'' ---'

^ilroüðt

^nt)uxl

t) Sccond dscd ol'rrü * t$ ..-'--.:/. irlçrrrr fÐr _- ) crri. Monthly paymcnt S,-.--- 
^t¡ount 

¡.*-..---*-**-'--^-
g Frrqd ¡¡¡¡ -Ð vui"b!" r¡¡c û úl¡ki!ûvntr & Loa¡.rt'rcdir Uninn ,F l.,rrul {ôn'cd hy rrl:cr

I Wrs än lmproEotctrt Bil:{ ¡rr rrthtr publtc finuncing urrtr¡cd bl thc bu}'ca [:] Yti:- '{,NC 
<tui'rc,*ir¡r [laiurcc J . *- .*

g 8lìlxtn plynrcnl l)uc tlrtc

Ü Di¡<ci liùñr rcll(t t lìrom ¡ l"rmil¡ ntcrnbcr'Âciilliúr$lp

lf *tfit¡ Y{råsc c¡Élãvr.

thol trould t¡ii¡t l¡È Ats.sspr in ùc vrlu¡úon of your Profrny

Chcci: uud compltte nt epplìtuûfu

t!

PÂ 4,

n l'ypc uf proprrq'trusfirrcd

Ë Srnglc.lãmrlY r¡¡Jidunc{

fJ Mullrpk'l'rnrly rçsrdc'ì¿( Nua¡btr lrf units:

lf c¡h!T. Dcacriprion: (¡.c . timbcr. minrr¡|, w¡tcr ngltq ¡¡¿)

ri ñ vFC

E Co'opiÛwn-yorrr.orvn

[f Condom¡nium

[f Timeihr¡r

Ú lJørufociu¡cd homr

E Uniarproved lot

|Çommcrtíd/lndusrirl

H.NO Pcrsona.l/buincss pn)pcrfy. or ¡nc€rf ilci, providcd by sallrr o buyø arc incluttcr! in Ü:c punhasc pricc, fixnplcs of pcrtnal pro¡xny rtc
fqnrilult, Írrm cçipmcnq mmhírury, rtc Exrmplc Bf hc.nlivrt ãc Êhù mçmbÉfrhips, clc All¡ch ¡ist if ¡v¡ihblc.

llì'ES. cntcr ¡hc vrlur lfthc¡rrrunrl/hxincss propcny:

c. E Yes àNO A ¡naltuf¡sturEr! h<¡nrc is irrfudcd ítt thc purultarc pricc.

l¡'Y85, qnlca tllc vãlus ¡lributcd lû thc flrüt¡uaü€lufcd hotrc:

ËYfS üNO T!ìcñaru¡¿cturîdhoncissubjtctlqloca¡Pfoprly¡àr' lll\{).(f,{4r5dcålr¡urù.r

l) n Ilis "ps*O l'¡rpro¡cnyprodurcarcnÞlorothcr¡¡co¡n:
ll Yfig. ttlc ro(ùrnß i! lionr Ê Lus¡:/rcttl fl {:orì(rar¡ n tlinrrnl riehs Lj U0lct:

LJ l t¡rI lh{ (oñdlrroô ofùr proprny äl dìë lin}e ofsrl; træ 'O ûÞod u root

llatcã4ãt5 0t tf )rÈt

s_..-_--._-

)ç . : :'' i'

.l

! i.j /.*; I ^

t
i
i

çont4¿ l'o!
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